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Stocks
Most equity indices were up last week, with the S&P 500 edging up 0.08%, the
Russell 2000 rising 0.68% and the NASDAQ adding 0.66%. The Dow Jones
eased 0.12%. Overseas, developed markets (MSCI EAFE) added 0.83% and the
emerging markets (MSCI EEM) rose 1.92%. In the US, real estate and utilities
were the best performing sectors while financials and energy were the laggards.
Growth stocks outperformed value stocks.1

 
US stock markets aren't having a good start to the year. In the S&P 500 index —
which oddly actually has 505 members — 131 stocks are in the green in 2022,
compared to 374 in the red. Among the worst performing stocks are some big
names including Netflix (down 42%), Meta (-44%), Moderna (-50%) and PayPal
(-50%). 
 
The energy exception
All told the index itself is down a little over 5% and was down over 13% YTD in
early March, with every single sector in the red — except energy, which is now up
40% for the year thanks to rising oil and gas prices.
 
That trend is unlikely to significantly reverse itself anytime soon given the news
yesterday that both the US and UK are set to ban or phase out Russian imports of
petroleum products. This week gas prices in the US touched the record high from
2008 of $4.10 per gallon.



Fixed Income
Yields on shorter duration fixed income moved higher than those of the longer
duration, resulting in an inverted yield curve which is often feared as an indicator
of a future recession. Bond investors tend to focus on the two-year treasury note
versus the 10-year note. On Friday the two-year ended with a 2.44% yield, higher
than the 10-year at 2.38%.2

Commodities
Oil prices dropped following the president’s order to increase supplies from our
strategic reserves at a rate of 1 million barrels per day for the next six months.
This follows the government’s ban on Russian oil imports following the invasion of
Ukraine.3 The announcement was followed an OPEC’s decision not to increase
its production volume.4 The price of West Texas crude dropped 12.8% last week
to end at $99.27 per barrel.5    

Economic Data
In March the US added 431,000 jobs, far less than the 750,000 positions created
in February and less than the consensus forecast of 490,000 jobs. February’s
number was adjusted up by nearly 75,000. The unemployment rate was 3.6%, a
0.2% decline from the prior month and the lowest level since before the
pandemic. On a year-over year basis, average hourly earnings rose 5.6%.6

Pandemic Pet Boom:



A Look into Chewy (CHWY)

Greater isolation, less time outside and the general stress of the pandemic took
its toll over the last 2+ years. For many of us, we found comfort in the company of
pets.
 
Indeed, data from Google shows how searches for "puppies for sale", "adopt a
dog" and "kittens" all spiked dramatically in March 2020, and stayed elevated for
much of 2021, as America searched for its next family pet — to the benefit of the
pet industry.

Pet-food-as-a-service 
It may not have quite "done a Zoom", but for Chewy the pandemic was a boom
time. The online pet food and pet supply company was already growing quickly,
but it found itself on the right side of two trends at the same time: e-commerce
and pets.
 
That translated into an acceleration in sales growth, with revenue jumping almost
50% in a year (2020 vs. 2019), and the company's share price more than tripling.
At its peak that gave Chewy a cool $49 billion valuation, more than adidas,
Honda, Lululemon or Chipotle are worth today.



As with many "pandemic winners", investors got a bit ahead of themselves, as
$49 billion turned out to be a huge valuation for a company that, at its simplest,
just sells pet stuff online.

Sticky Sales 
Investors weren't just feeling fuzzy about their pets. They really liked Chewy's
business model because it doesn't look like a lot of other e-commerce businesses
for one simple reason: pets need to eat (and do other things) every day... and
unlike us they are usually happy to eat the same thing over and over. That means
repeat, predictable, purchases — which investors love.
 
Indeed, as of its latest quarter, over 70% of Chewy's sales were from "Autoship
subscriptions" — repeat subscription purchases for food, treats, cat litter,
medicines or other pet supplies.
 
But despite its attractive model, the company still isn't consistently profitable, per
its latest results this week8. Supply chain issues and rising costs meant another
quarterly loss, which was okay when sales were roaring ahead, but with a more
muted outlook for growth (more like 13% growth rather than 30%) the company's
shares shed almost one-fifth of their value on Wednesday... taking them right
back to where they were roughly 2 years ago.

Did You Know?
More than one in every three adult women in the U.S. were Girl Scouts
at some point in their lives. There are currently more than 50 million



proud Girl Scout alums.
For 20 years, a cat served as the mayor of the Alaskan town of
Talkeetna
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