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The Supply of Car Inventory Remains Challenging!  

Post easing of covid-19 related lockdowns, supply chain issues have been a well-publicized 

phenomenon that have been hard to predict. Although there have been improvements in supply 

chain management since the severe production halts enforced during the pandemic, 

semiconductors have continued to remain a bottleneck in numerous industries, especially the  

automotive sector. This is reflected in the below graph which shows the “Auto Inventory –to- Sales 

Ratio”. The current ratio and scale of the problem looks much worse on the graph when modeled 

over the last 30 years. The ratio currently stands at 0.373x; its lowest level since 1993. For noting, 

historically this ratio has averaged 3x which means that historically for every car sold in US, the 

auto inventory levels stood at 3 times whereas currently for every car sold in US, the auto 

inventory levels stand at 0.373 times which underscores the scale of the inventory crisis facing 

the auto sector and in part explains the inflationary trend being witnessed as well.    

 

 
 

It is pertinent to note that initially the covid-19 pandemic changed consumers’ demand for cars as 

it forced people to cutout on their spending patterns and cancel or postpone their travel plans in 

2020. That one-time mass cancellation led to unprecedented demand for cars in the spring of 

2021 and there is still a lot of demand that has not been met.    

 

 

 

US Indices Record their Most Challenging Month in April 2022  

The graph below summarizes the monthly performance for S&P 500 and Nasdaq during April 

2022.  
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Increasing uncertainties associated with a post-covid world, the war in Ukraine and the rampaging 

inflation have led to the Federal Reserve adopting a restrictive policy focused on increasing the 

interest rates to manage in inflation. As a result, April 2022 recorded the worst monthly 

performance for S&P 500 and Nasdaq indices since at least 2008 recording decreases of circa 

8.8% and 13.3% respectively. It is evident from the stock market performance that concerns about 

the macro-economic factors and Central Bank policy decisions have overwhelmed generally 

sound corporate earnings performance in YTD and still-favorable investor conditioning.  

US Housing Market Faces Its Moment of Reckoning After Removal 

of Covid Support Packages And Increase In Rates 

US Home buyers are facing the double whammy of rising mortgage rates and the continuing 

increase in real estate prices making housing affordability a big challenge for the US economy.   

As a result of the increasing interest rate environment, the rate for a 30-year fixed loan is now 

ranging around 5.5% up from 3.29% at the start of the year. Additionally, according to the S&P 

CoreLogic Case-Shiller National Home Price Index, home prices are up 34% since the start of 

the pandemic. It is important to note that the record increase in housing prices was set in motion 

by the record lows witnessed in the mortgage rates during the first year of the pandemic.  

However, mortgage rates have witnessed a correction since having registered a clear increasing 

trend of circa 2% and are likely to increase further as Fed tightens its policy stance.  

 



 
 

As a result of these adverse movements in mortgage rates and increasing house prices, home 

affordability is becoming challenging as mortgage payments on an average home is now nearly 

US$2k more than just before the pandemic began making consumers more pessimistic about the 

prospects of housing market in the medium to short term. 

US Labor Market Continues to Witness Historically Tight Trends 

As per the US Labor Department’s latest monthly report, job openings hit a record-high of 11.55 

Million in March 2022 (up 205k from February 2022) whereas Job Quits totaled 4.54 Million (up 

152k from February 2022) which remains a record and indicative that the labor market remains 

historically tight. To further underscore this market situation, it is pertinent to note that the gap 

between open jobs and available workers hit 5.6Million in March 2022 which also remains a 

historical high.  The covid pandemic era has opened up opportunities for workers who feel 

confident enough to leave their current situations for better employment elsewhere and has 

created unprecedented challenges for employers.  
 

The unemployment rate remained at 3.6% and the number of unemployed  persons was 

essentially unchanged at 5.9 Million. These measures were little different from their recorded 

values in February 2020 (3.5% and 5.7Million respectively), prior to the  coronavirus (COVID-19) 

pandemic as shown in the graph below.  



 
 

It is interesting to note that in a thriving job market in which workers virtually have their pick on 

where to go, coupled with soaring inflation, some people in the US are finding it a good time to 

rethink their retirement plans and come back to the employment fold. According to research 

conducted by job placement site Indeed, the level of workers who retired and then came back a 

year later is running at around 3.2%, just about where it was before the pandemic, after dipping 

to around 2% during peak of covid-19 pandemic. The unretirement trend is in line with the trends 

witnessed in the overall labor market which is witnessing increasing labor force participation for 

the working class.  The graph below shows the three-month trailing averages of seasonally-

adjusted YoY unretirement flows.   

 

 


