The Federal Reserve meets on Tuesday and Wednesday of this week to decide
the fate of the speed at which guantitative tightening takes hold. And you, Jerome

Powell is Danny Noonan. Inflation is Jude Elihu Smailes, and as he so eloquently
said, "Wellllll, we're waiting”.

As readers of these pages know, our opinion is the bigger the better as everyone
knows that there is about 250 basis points to go before we get to anything that
looks like normalized rates given the painful spike in prices. This, friends, is not a
pretty map. Especially for those living in emerging and frontier markets.



https://www.bloomberg.com/news/articles/2022-05-01/powell-s-fed-set-to-go-big-and-keep-going-until-inflation-tamed
https://www.youtube.com/watch?v=Z0YIJQ1jgEI
https://blogs.imf.org/2022/01/10/emerging-economies-must-prepare-for-fed-policy-tightening/

Inflation Projections 2022
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Bloomberg ran a great piece on Sunday night talking about the end of easy
money and looked at all aspects of what this will be like in terms a an across-the-
board pair down, including the reversal of asset purchases by all central banks.
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Last chart we leave you with is the one that shows the size of the response to
Covid versus the Global Financial Crisis circa 2008. At the time, QE was the size
of Jupiter, now it looks like Mercury. We would have said Pluto, but it's not a
planet anymore, apparently.



https://www.bloomberg.com/news/articles/2022-05-01/global-economy-faces-410b-financial-shock-as-central-banks-pull-back?srnd=premium&sref=T8qYl7yu
https://www.bloomberg.com/news/articles/2022-04-30/powell-takes-lead-in-round-of-rate-hikes-worldwide-eco-week?sref=T8qYl7yu

Sizable Support
Size of Fed's balance sheet is more than a third of the size of U.S. GDP
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There is the big April jobs report hitting the tape on Friday. This widely watched
release has taken on even more meaning in the last twelve months as it has
become a barometer for how far behind the curve the Fed has been when it
comes to the ZIRP (Zero Interest Rate Policy) and the real economy. | mean
come on, a 3.6% unemployment rate. Are you kidding me? This is boomtime city,
baby.



6.5

]

5.9

5.8 6

5.4 5.5
5.2
5
47
4.6
45
4.2
4
3.9 18 4
. jlﬁ
[ 15
Apr 2021 Jul 2021 Det 2021 Jan 2022
TRADIHGECOHOMICS.COM U.5. BUREAL OF LABOR STATISTICS

We found this chart during our weekend scrub of the world wide web. It shows the
impact of a booming economy, very low cost of capital, and corporations hungry
to keep their seats filled with employees, wherever those seats might be.

Record Rise
Jump in U.S. employment costs stokes inflation concerns
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The American version of Davos is taking place again this week in Beverly Hills
this week as the 25™ edition of the Milken Institute Global Conference takes place
at the Beverly Hilton, with a shadow conference in place across Los Angeles. I've
been twice and the highlight is the networking and after-hours events and
dinners.
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In general, the panel's power players stick to the script. The provocative ones
make provocative statements, the tame ones make tame statements. And two
thirds the way through most of the audience are on their cell phones. True story.


https://www.bloomberg.com/news/articles/2022-05-02/milken-unmasked-frivolity-and-fear-as-elite-descend-on-la?srnd=premium&sref=T8qYl7yu
https://milkeninstitute.org/events/global-conference-2022/overview
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Earnings are pretty much fully baked for the first quarter of 2022. The previously
hottest areas of the market are showing some of the shakiest of fundamentals,
while slow and steady has been winning the race. This chart is dated to the end
of 2021, but you get the idea about what’s happening inside the growth to value
rotation.



Investors rotate from growth to value as yields increase Graph A
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Clorox, which has been getting tattooed over the past twelve months, reports
earnings this week and will be closely watched barometer as to the impact of cost
inflation on earnings. The long SPY vs. CLX pair trade has been working since

August 2020. Regardless of the margin squeeze, we love the smell of a good
wash done on ‘whitest whites’.


https://www.barrons.com/articles/clorox-clx-stock-earnings-rising-costs-margins-51643969278
https://www.barrons.com/articles/clorox-clx-stock-earnings-rising-costs-margins-51643969278
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Fertilizer company Scotts Miracle Grow also reports earnings this week and
proving to the world that it is not a basket case given the rise in fertilizer costs is
pretty flipping important wight now. Since May of 2021 this has been the poster
child for being long what goes in, and short what comes out, in a hyperinflation
market situation.
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https://www.nasdaq.com/articles/scotts-miracle-gro-smg-to-post-q2-earnings%3A-whats-in-store
https://smallbiztrends.com/2022/04/us-farmers-facing-skyrocketing-fertilizer-prices-russia-ukraine-war.html
https://smallbiztrends.com/2022/04/us-farmers-facing-skyrocketing-fertilizer-prices-russia-ukraine-war.html

Miami is going off this weekend as the Formula One circuit makes a stop in South
Beach. The Miami New Times takes a look back at the history of F1 in Florida,
and a return to Miami, after a 63 year hiatus. Bloomberg gives you a look at what

the scene is going to be like, and what $100,000 table service gets you.

Miami Beach
RIGHT LANE



https://www.formula1.com/en/latest/article.a-brand-new-circuit-ferraris-fightback-and-more-5-storylines-were-excited.28V0goBdFiNgwrkVMiT97w.html
https://www.miaminewtimes.com/news/miami-grand-prix-2022-the-formula-1-road-winds-back-to-florida-14380355
https://www.bloomberg.com/news/articles/2022-04-26/formula-1-miami-preview-race-cars-a-lawsuit-and-100-000-tables-at-clubs?sref=T8qYl7yu







