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All data is for the week ended April 22, 2022

Stocks
Equities were down across all the major indices, with the S&P 500 declining
2.74%, the Russell 2000 dropping 3.20% and the NASDAQ losing 3.83%.
Overseas, the international developed markets index (MSCI EAFE) declined
1.64% while the emerging markets (MSCI EM) dropped 3.71%.  The declines can
be attributed to statements by the Federal Reserve and the European Central
Bank which indicate they will be more aggressive about tightening the money
supply in the coming months. Within the US, value outperformed growth while the
leading sectors were real estate and consumer staples.1 

Fixed Income
Interest rates rose and values fell, with the benchmark 10-year treasury finishing
the week with a 2.90% yield, up 7 basis points. The yield curve flattened. Since
the start of the year, the aggregate bond index has dropped 9.49%.1

Commodities
With all the discussion of inflation across the commodities sector, futures prices
for key inputs have declined significantly since their highs in early March. These
include West Texas Crude oil which is down 18%, gasoline which has declined
11% and wheat which is down 17%.2

Economic Data
China released a number of economic data points that showed a notable slowing
in activity. Gross domestic product for the first quarter rose 4.8% year-over-year,
exceeding market expectations. Economic activity data for March showed the
impact of China’s zero tolerance policy for Covid on retail sales as they declined
3.5%, the first year-over-year decline since 2020. Also, the annual rate of
increase in industrial production slowed.3

 
U.S. home builders started construction on homes at a rate that was a 0.3%
increase from the previous month and a 4% increase from a year ago. Permitting
for new homes were up 0.4% from February and 6.7% from a year ago. Both
starts and permits were ahead of consensus expectations due to the strength in
multi-family units (apartments and condos).4 Existing-home sales (which
represent 90% of total home sales) fell 2.7% in March from the prior month and
fell 4.5% from a year earlier. The median existing-home price rose 15% in March
from a year earlier, to a record high of $375,300.5

 
New U.S. jobless claims fell slightly to 184,000 in mid-April and stayed near a 54-
year low, reflecting a tight labor market in which work is easy to find and layoffs
are at record lows.6



NETFLIX and chills

Netflix has no chill
 
For the second time this year Netflix shares are in freefall. The company's share
price is currently down more than 40% in the past week after reporting not-just-a-
slowdown-in-growth but an actual drop in subscriber numbers, with more
expected to come.
 
The streaming giant lost 200k subscribers in its latest quarter, and in its
shareholder letter outlined that it expected to lose another 2 million in the next,
as competition intensifies and its biggest markets become saturated.
This is a big deal because, despite being painfully aware of increased
competition, Netflix had still expected to gain 2.5 million subscribers this quarter.7

The economics of Netflix
 
Like many startups, for years Netflix burned cash in order to grow faster. Now,
ironically, it is in the opposite position — with a mature business that has stopped
growing.



It's not all over
 
In Netflix's most recent financial year the company reported a healthy operating
profit of more than $6bn. That gives Netflix a decent amount of margin to work
with as the company begins its efforts to get growth back on the right side of zero
— if it can keep its huge content costs from spiraling higher. 
 

Netflix sharers and ad-haters beware
 
The company did estimate that, in addition to its ~220m paying subscribers,
Netflix is being shared in around ~100m households, alluding once again to the
idea that the company might look to crack down more severely on account
sharing.
 
The other avenue for growth is an ad-supported free (or just cheaper) tier.
Historically Netflix has been strongly against the idea of advertising, but the
company has had a change of heart — announcing this week plans to offer ad-
supported options over the next few years.8 No ideas are off the table now. 
 

Did You Know?
After World War II, a small electronics shop was built in a bomb-
damaged department store in Tokyo. The company, Tokyo
Telecommunications Engineering Corporation, had only $530 and 8



employees. The company invented Japan's first tape recorder and, in
1958, changed its name to Sony.
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