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Commodities: Still Flying. Sir Richard Branson and Jeff Bezos aren’t the only ones going 
vertical into outer space lately. The CRB raw industrials spot price index has been doing so 
since it bottomed on April 21 last year (Fig. 1). Unlike the two billionaires who have returned 
safely back to the Planet Earth, the index is still heading higher. On Friday, it was only 3.2% 
below its record high during April 11, 2011. The metals subindex has been rising in record-
high territory since May 4 (Fig. 2). 
  
You might be wondering how this is possible given that the price of copper has been looking 
toppy in recent days (Fig. 3). Copper’s price action makes sense given that global auto 
production has been held down by a shortage of semiconductors (Fig. 4 and Fig. 5). The 
prices of tin and steel remain stratospheric. The prices of lead and zinc remain on solidly 
upward trajectories (Fig. 6). 
  
The strength in commodity prices certainly is at odds with the weakness in bond yields. The 
former suggests that the global economy is booming, while the latter suggests it is slowing 
significantly. The divergence makes more sense in light of the extraordinarily easy monetary 
policies of the major central banks (Fig. 7). Easy money is boosting commodity prices while 
keeping a lid on bond yields. This certainly explains the divergence since the start of the 
pandemic between the 10-year US Treasury bond yield and the ratio of the prices of copper 
to gold (Fig. 8). 
  
Meanwhile, notwithstanding the bottlenecks depressing production of autos, Markit’s July 
M-PMIs remained elevated for the US (63.1), the Eurozone (62.6), and Japan (52.2), 
according to flash estimates (Fig. 9). 
  

 
Check out the accompanying chart collection. 
  
(1) Commodity price indexes at or near record highs. (2) Metals prices are mostly still red hot. (3) 
Easy money can explain high commodity prices and low bond yields. (4) Rising commodity prices tend 
to boost S&P 500 revenues and earnings. (5) Earnings Confidence Index is making a comeback. (6) 
Regional business surveys still finding strong growth and plenty of inflationary pressures. (7) More 
upside in leading indicators. (8) LEI/CEI ratio tracks S&P 500 profit margin. 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7Cg-FlW252kKY7hLg2cW7mw6N153KHDNW8zNf744WXRZJW4K-TMJ1TxG_8MPKjjnLPCFrW58_PGl5G7SNyW6LCMZr6WjmL0W5R_Fbh61264HVrsV-k5k4mT9W3WqsV81Q4HTDW6z3xfn79-CFlN1jJSNKlDVLhW7N7DJd8cBRrMN4G9lbdQG_d_W5bylHC4pPTxnW5kKxCz7yrBVQW5yZJ3255FHMSW6h-lSc3kwsTrW5m6TLc7rTcftW4_ymhB8t0HMCW32sB9633v-fKW8kXK867Ct6wv2kH1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgNjQW85PF_W7DggdZW1WLH9z1ykzYQW15GLH56ljYkkW8995KJ6_6d9hW6GdGQ18nQR7hW4__XrD2TNfD8N1N6Q9STqSQkW2mfdDG8tyQ1QVKXFSY27SwXTMmSw0VjkZvCN5_Qy05xxY_WW7-pX-78JH8xlW66fVKn4FJcXyW4llwYq3VdLJkW1nzwfc3hMK1bW1-WLGn7D5BR3W3XLqcV3lpXxpW5rHjG012FXwrW8RPY154L6lHvW7dP2bl543xScN7-hRLjJHKcvW56Y6q33wHCnW3ktr1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgF37N7FQ-bsz35TtW7PQ6h28VHrgKW4L_RwB9k-H6LW47m89h8JbC7VW8Kf1Ck79cQX7N7GWqbysWn0lW8sz3-s54f4FqW9lKmg76RR8_kVCBx4x87WFTpW3HjGrK6dFXm-W7b5Hyt614nCcM4XTtqM9xkfW7WPs2719B_dlW6thds16L7trLW8c4XhX7qx8YKW7DLBzy5bny1-W2q3bD87GkpxcW1-10Wp2WT-fNW7BJsBd2bfCB3N77_Q1NYf1p5W8lBfBs8Jt2rxN4q66gjf4f1N3mTB1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgYlJVWyfZ95Sk-dYVK627638sxZSW1xTBS-6MTxWVW9dFjYg2QnbV2VG4WZS7C2Y_fW3KZKQ945dsPVW8Gnnhj5dBxwyW1yDr5l8-h5mXW961Xkz5TY_LcW2L2jYF5jQVj7W7xvSpn9cb1KwMpY2TTzZ1fLVtCMKZ64f36YW77sd3q2Y_ZvFW2ZVQRY6bHrTKW25mv-F2fzYM9W8ZW_YT94lXzkW4LVX3p1g7KpyW8RmhNR7MbhPcW1C9vgG1qwNVHN5Nj6fjWXJ-WW4Ctlmw2dW77d3fxc1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7Cg-VSN6p4yBBlss5-W2_0G9812xzskVplZJk1mDwTyW5wlBdm1mW0stW4NC7sy2M5W9hW1PyCGw123r4JW8Xt1Fg1XZclfN9gn3kgk3hSFN5LSNt3ysZ4lW8l61xg4xc0yCW8_kqC25tcjn0W8kxgV04678BkW4j4gHF5jQ6ghW8KnxMQ3-7s7MW1HfNVp1fHwL5W8bJDvJ3St32GN4mmdk8M-bpvN3g6nShKhpdlW2wzqV26LBR1JW1fgR-545-7YHW7ZQKbd2RdnLDW5FR27j5mfVF23fwD1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgP5dW2LxQPM1-dJ8lW946XDG7rWcfjW4WxHf67nh3BdW7hh3_l2R5jh3W4xQSZn5t1c5MW3DTg6Q5pKXK3W2R1qx46VzV61W2jTtjv211yL0W8BWdrJ6tD_TbW3b8_3X95vhN5W1f261Q4fL9MDW620h9F41plMTW6g1jmC68z33yW5_whBD9kXNsFW1_GK-n32MLNRW9bzrqW8Bp_gwW39SSpL7C5hBgW4nGXhZ953fzkW5MJTk528mnfjW3FRH9g2G_8vmW80Lytf5hnzJXW40YFL-3Cp46G37nX1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgY8mW1r53Gy5wjHCKW6c9bBr83zWJdW4CT3gN3pgchgW5vJqZ_3Krx4TW331tvn1CvrjdW6SGsTj4DSswnW8CmfLZ42R55YW4CHv605JP0H1N5Z3gFhpKws8W3mWmJf2Gv4JFW3q_lqx42gw-9W8vLd7F6jMvhGW6YL6x620CxCSW8F-7mc1CctSwW6rLfP3624n-3TK6FJ63GdfnW1vTvZF8SvYy1W3Qsj8z4Jh-rwN3LvXjwTBYRvW2WGrx37q5vBpN6q3mS8hY2HVW4q2H-M8tdc1W3jX21
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7Cg-1kW5T3M569dc5TkW8bMzYv3WSDG9Mtwq7B2YqYmN6pbNQFYw_lCW3FFRzg88ZjsGW62rNdY8Vsy-rW2fT9GK8pGV2BW65tsVn2gRwc0W8vhSXF4ZHc4jW3bhgz27-TLf0N4X1pBz8sY-xVTPVPx2tFTQ2VcbR7Q2ZR4blW2my5Dk3xSB7pW4mPTKf8YbCL4W3fR9rn8YQsnWW6gnXZD2PgdZFW180FnQ45Bz_CW4gYGMs3xWnncW93kNvn4Y9YbfN1lkxRBJNKFlN5S01sdHwRpS3gqZ1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgZGjW2KW0bx1jj9L_W5VtMLf34bvfrW5j15DZ5l9jwsVM8hhX8zv_9HW14JFFr1VF_cMW5VHF_82Ck58MW6Yz_wp7n2nkrW7Jhs1g897gYQW99gQdR7R6Hc9W7-2jwC658VMHN5MBfWQsgK9VVhnK1l33CGcrW4xV63j8qBGbRN5Qny3FpWhmTW6vpXw164PTYPW8j93h03nWwbSW6P6Ts93DrC-xW6SznB26WmjmQW6rVc584htCQRW4kSypN1YN_c2N8tVjlTSqQ1bW8DJcGx6chdNT3bHs1
https://hn.t.hubspotemail.net/e2t/tc/VVzlTH28jNSdVRFXjz8YMZr-V3Z50p4vtRzdN8wLL5w3p_8SV1-WJV7Cg-J5W8_37hp2BzTt8W39_70Q2RQhp8W3Z34VH6GR9GYW8Q6JMn7BZRLRW3yy0xD1lWjhKW2lg_-72zysQWW5tRSLj7FNRZXV75NvS9jxcTWW2v-yGL2H-G02W2cJkhg7f8t9hW1K4MPf6B0ryfW47dGH06fl7DPW4brsRd1r1ddcW2gTdlf1YJwhZW93DLZ255zL81W6H1Wp21mTld0W2XKQ-w8PRBBBN2Bb_F79PS5NW78wWWc6T0T7hW2y_XFr1Ybx2PW2GDBlk3KQHDFW53fDpL1YsjDK38mY1
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The CRB raw industrials spot price index does not include petroleum products, lumber, and 
food commodities. Their prices have been weak recently. However, even the S&P GSCI 
commodity index—which was originally constructed by Goldman Sachs and is the broadest 
measure of commodity prices—remains near its recent post-pandemic highs (Fig. 10). 
  
Needless to say, if the Biden administration succeeds in getting a multi-trillion-dollar 
infrastructure spending plan through Congress, that would be bullish for many industrial 
commodities. 
  
Strategy: Earnings Confidence Is Back. It’s widely believed that rising commodity prices 
are bad for corporate earnings. Rising commodity prices increase costs, which should 
squeeze profit margins. That makes sense, but that’s not what typically happens. 
Companies can offset the costs of their raw materials by increasing their selling prices or 
their productivity or both. In the context of the S&P 500, there are plenty of commodity 
producers that enjoy significant increases in their profit margins when their selling prices 
soar, as they are doing now. Consider the following: 
  
(1) Revenues. The CRB Raw Industrials spot price index is a relatively good leading 
indicator of S&P 500 aggregate revenues (Fig. 11) That makes lots of sense since the 
revenues of commodity producers are boosted by rising commodity prices. 
  
(2) Earnings. The growth rate of S&P 500 forward earnings, on a y/y basis, is highly 
correlated with the y/y percent change in the CRB raw industrials spot price index (Fig. 12). 
The former is up 38.9% through the July 22 week, while the latter was up 43.3% through the 
July 20 week. Both series are probably peaking, but they should continue to increase for the 
foreseeable future at slower rates. 
  
(3) Earnings Confidence Index. This outlook is confirmed by the S&P 500 Earnings 
Confidence Index (ECI) that Joe constructs (Fig. 13). Our ECI is 100 minus the percent 
spread of 12-month forward earnings forecasts within one standard deviation of the mean. It 
had peaked at a record-high 96.2 just before the pandemic during the week of February 13, 
2020. It plunged to an 11-year low of 86.5 during the week of April 9, 2020. Since then, it 
has rebounded to 93.8 during the July 15 week, the same level as its historical average 
since 1985. 
  
Joe also constructed similar “squiggles” indexes for each year since 2008 (Fig. 14). During 
normal times, the ECI for each year tends to start the year around 95 or so and rise above 
98 by the end of the year. The current year’s ECI is still around 95, while next year’s is at 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgWRlW1b-K3t5JYJxnN5sjw7PJbmsrN5pyTGDllklFW1gwym_34ghl5W9fn9dz6NLBJyW1l3H6v2HBkdhW5LYz0_5PhNwYW86Htkn1n4w3DN5xb38QjyrcQW7MH3P5879L-1N319qWpKN9GmW8qkRKD1bHL0bW1Y_0XS2bRXt_V4ZnWG3Dt-WPW6L5CF_7QWq8dW84QXK-6vFwGTW7pT7Xq8s53dWN4gXDQBP7kkvW5KfszX7Xly4zW98rsHn7rRFB_W4BFRRv7nc6fPW57y-Mc1bZmfh398M1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgNjkW1WqZ472_96RFW8j1Ycg1YNcC7V5HvmS8ZxgTtW6RYzQK4tj2_7W6Z0zdC7_6vj7N5pF6kvNX1npW5x7tDc8ZDQ3QN2rpS8XxqWnVW93lQHF15cG-6W3lM17r3l2qr3VJ54D380QnFxW6WrKy_3nfCfXW7dv1q91X9KT8N3BMmbD7SGgzW2wCJMy8bRfsqW115j1R7D7t-sW6qVBtj4ZG11YW902mwk8hB88xW6NL_vY7s5rn5W38ljrq50GZVtW12Qg8S6836gbW8f6Trr85S6WB3nmq1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7Cg-5qW1p3F0Q8gyvYTW9kvJPQ47pG1vW2-0hr_8gN8mhW6__zct7K2sWnW1lBD672fhdkPN57CdQCxdm0ZW606_lc4bmRtmW3x5LTt1xp5lzW2GFsG38nxGwFW4BW8Kb1gPk2vVzRNdm13HytDVD9hp74fmmfmN1Cjll3wgqcxW4z1SDM1X2_XsW8YXP9C20kxZ4VTzNx77X1N8_W65VL5R5sG2-jW6T517Q1dS7wsW4RygPg152bdtN2fGHpT4kFnjW1Lc5J62w_JWgW52y1t01nhVsK31y71
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgM51W7kZtdB7LhJYTW3BdvCn2RD6dXW2ppcBx7977MsVwhYYs1nlmYvW53Y_Gq8W7qrrW7yZX7Q5y8hj4W7Z8bZq4Tm4nzW33RvvN85T5f0W4FYpNL26zJhfW8RQpny78g10xW7S1PbC17SxWYW6BcDJ03YGS4VW6nWLRy1rmM-2W493sJb7Tvh9MW4t6ZNH7LsqWVW1vcTWS2LXHLkW2dPW2x8m_lXNW3NZWm93L88HtW1ZCgDY4ZCbtWN685JznT7LY3VPDJgQ7Pz6v_W8wz86W28nmvN29J1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgGhDN3JcSwnpjsM-W9kPDJS2XyHbMW4QDmSp5RHyYxW913L-41WfVKYW4WfKVj860JxJW3hQV808s1_l3W3Ry38q6Y8NNRW1v8Rxj8dPBzxW8fdPVF7xlVmmW2L35cf8lF5DDW7X_cCm23d8h0W2yXMR28KwN6FW9h-1wb6LllgxW1M1G3_40NYZxW3HFpN88Bv3f0N9h7N5rY9-nwW5Gp3Rb8hJT-vW97S6XR65bg6kW5TT93d4ytHgKN19fLJ0n2S5tVr9hQK2NHvdXW5W2nL810bV8r3mGN1
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93. Meanwhile, forward earnings rose to yet another new record high during the July 22 
week. 
  
US Economy: Surveys Still Seeing Inflationary Economic Boom. Investors continue 
mostly to ignore the strength in the commodity pits, while fretting about whether the recent 
decline in the bond yield signals an imminent economic slowdown. Another massive fiscal 
stimulus package in connection with Biden’s Build-Back-Better infrastructure plan could 
quickly bring back inflation-higher-longer concerns. Meanwhile, the latest batch of economic 
indicators suggests that the economy is still booming and that inflationary pressures remain 
hot: 
  
(1) Regional business surveys. Four of the five regional business surveys conducted by the 
Federal Reserve Banks are available through July (Fig. 15). The average of the composite 
business indicators, the new orders indexes, and the employment indexes all rose back 
toward recent record highs. 
  
(2) Regional price surveys. Among the four available business surveys, the prices-paid 
indexes all down ticked from last month but remained near their respective recent record 
highs (Fig. 16). The prices-received indexes were mixed but all clustered around their 
recent record highs. 
  
(3) Leading indicators. As Debbie discussed in yesterday’s Morning Briefing, the Index of 
Leading Economic Indicators (LEI) continues to point north (Fig. 17). It rose 0.7% m/m and 
12.0% y/y during June to a record high (Fig. 18). The Index of Coincident Economic 
Indicators (CEI) rose 0.4% m/m during June but is still 1.8% below its record high during 
February 2020. 
  
We’ve found that the ratio of the LEI to the CEI is highly correlated with the resource 
utilization rate, which is the average of the capacity utilization rate and the employment rate 
(Fig. 19). So it isn’t surprising that it is also highly correlated with the S&P 500 operating 
profit margin (Fig. 20). 
  
The S&P 500 quarterly operating profit margin rose to a record high of 13.5% during Q1. It 
is available since 1993. The LEI/CEI ratio, which is available since 1959, suggests that the 
profit margin tends to bottom during recessions and peak during economic booms. The 
latest data suggest that we are already in an inflationary boom. If so, then the upside in the 
profit margin may be limited from here. 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgWwhW2Bnm2B8LLJLzN4QgkNCVfBbfW1_7JFQ3ZQ896W3kLV0p6-N5Z5W2_s-qF1W3GgjW2FYPfM6tkBPvW1GsXXx74p4HcVWSZyt5lV67PN3LvyBTQ1YkFW79w-qG12CSGmVhM3xt66C6jXW35cqgf6zjkkSM7HX0MwGDLrW2jSWSc62F6FgW5SDByP5qQhxLW6CgmfX2_QWt-W9bKQ1L6YmGqnW1GH7gf7YXnRbW3BbD5b7_K4RGW3crY9g5qD3Q9W6QjJ1b21vcvyW70m5Sj1_kCxj324w1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgGxKW8hZR0n1RP3sHVMnjqX2nnNzmW4PKKJd4_x_qfW1Nnnxk3yqTz2W61TLG95Dw2W1W8Z_p8k4Lj3FyW8mTrM38_wTR4V34Q-w5ySzdsW7dNG2y86VLM8W25LpKX13kDq4W4LyXkk5jnnjvN2VWpsRK4srlW3Q23VX4W4s47W1wj_r31_8YqTW4dLWnL84m4YhW4q2CkK4hqBspW1lv7953L0gXNW90dt1j4v6mR8W6pDfTd2TJBX5W81Tys_8XzSqjW5j5R502Dm0WxW3D4ZXC7dq-dH3gfZ1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgd_3p_97V1-WJV7CgNg5W3v7P_78Vk3BdW8LQxVt4dvHQYW3rkWLz6ZXj_jW6lN4DT6HqhsHN55s6C7k2j0bVGPJMl4wdLT6W3hmSHk7ccN3-W9bbKTQ1ZGH4fW3hDScV2_Wbg9W8hBp4r81LhLwW3-Vlct62MDbcW6chZDr91nQ3rW7b1Q7K1WkLCjN8Gn1C68kbTVVs9SFS1Fx51nW4wPhKt6kL7XxW7RS1_b3QczW0W98xJQ57D0wnlN7jXcggsrN5xN1-Q7dSj9sHCVBBSP-5rmmq5W6RfWCy71gGNHW3_xbGz1H1LN0F9bK1FK8z8-3fQS1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgPTMW2PBrmT1PxN1WW85rQGw6zn0p5W8Qn3x77CDGQMW22kkM-590C8jW4Nqqzk2V3P1jW625RK-2h8ycSW8KGGDW6WwkjdW3X0G6j8tj1tBW3KMVLZ6GnNY1W7VlVzg5K5jGDW34RVZ63fNHCJW91GXB93V793VW1l_pNS4Lr7HRN2pSm7RFKXJBW3R9rYd4Swgg7W6qXmSy1YCwRKN3cNg5V1Cfs3W1wjNX58p6hdpVn8fSw6Ly-cDW8Xg0k-4C-l5BW8Ydbj06gYgMfVgvf3y2pch6J3c-L1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgRV8W9jzwrR4gZbt3W7TR_DD2-C7wKW6qxXT35qr22KW5h2TgF7P3pKrW4Dkdnc3fSKhgW45BnLg7FXZr0W6hrq8n6XRhn3W61RZBF5WjD9LW5p93pJ3b62rlW33kmFx5FhcsHW7FFbF81T2YbwW12TFfX5QWSBBW18pL_C5LJ5YkVw9cpj7WkSSCW47nLm25vrf_TW604nNP3l72CBW5nWQVy5ZWRfyW96fjpr4RfG3rW3g952Q5hs8CzW3vLkxP7R0hCVW7vLsRg1VF5hlW3l6Dcg2CzXBM37pC1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7Cg-WXW8ZvrYy3P7PXcW2J_hc53Ym8JbW6ZfXGY6k9hLwW7Dwp3W71S8yrW4W92PP7MbRG2W2TH3Zk4rnTjnW2KCLtd879P7qW4SFpC-5nRXphW5H13Vk31Lf0cW7lPdKv1rV59zW901Bpp7dSlggW6DKRMw6qFFFzW6_xyk33slSn6VJbs065XvT43N4q55KHT1GqNW4qBF7p4Cb-40W1LGZL84GPqPcW7qVxzq8QNkCkV-9Dxs45S71wW3ZFHbq3DW6yvW6qS6KL6G1pSyW7Tw8mh2bbKzr35J41
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgXbxW6Gc3-V4w2H_WN8NM5VX1LyL0W1XfSQ07dTB_dN3kGfMLQNDhWVKm8yB4F0g4rW8v23dM6Ll0FPW6mg-n43KdjhLN71061m94_hHN5fZg2Xhn2mrW4CnTf02wy7x6W3gtH9F935VThW5Mkprs4q64-NW8sYk2-616QGLW1drpx38Gc4BJF5SjHcNNRbhW58hkNd2XdrcLVg06v24GkGNgVkyMZR4TZ7XdV6dNp97qmLjbW3sRjDz6QdjbbW5y_p3T3WxBQcN5QRV9lDmTjp2dL1
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Calendars 
  
US: Tues: Consumer Confidence 124.1, Durable Goods Orders 2.1%, Nondefense Capital 
Goods Orders Ex Aircraft 0.5%, Richmond Fed Manufacturing Index, S&P/CS HPI 20 City 
Composite Index 1.5%m/m/16.3%y/y, Weekly Crude Oil Inventories, Kuroda. Wed: Goods 
Trade Balance Advance, Retail & Wholesale Inventories, MBA Mortgage Applications, 
Crude Oil Inventories, FOMC Interest Rate Decision 0.25%, FOMC Press Conference. 
(Bloomberg estimates) 
  
Global: Tues: Australia CPI 3.8% y/y. Wed: Germany Consumer Climate 1.0, France 
Consumer Confidence 102.0, 11UK HPI 0.6%m/m/12.1%y/y, Canada Headline & Core CPI 
3.2%/2.4% y/y. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings rose for all three of these 
indexes last week and were at record highs simultaneously for a 20th week and the first 
time since October 2018. LargeCap’s was at a record high for a 21st straight week; 
MidCap’s was at a record for a 24th week; and SmallCap’s posted its 24th gain in 26 
weeks. In what has shaped up to be an extraordinary V-shaped recovery, LargeCap’s 
forward earnings has risen during 61 of the past 62 weeks, with the one down week in late 
December due to Tesla’s addition to the index. MidCap’s is up in 58 of the past 60 weeks, 
and SmallCap’s posted 58 gains in the past 61 weeks. LargeCap’s forward earnings is now 
up 45.9% from its lowest level since August 2017; MidCap’s has risen 86.9% from its lowest 
level since May 2015; and SmallCap’s is up 133.3% from its lowest point since August 
2013. These indexes had been on a forward-earnings uptrend from November 2019 until 
mid-February, before tumbling due to the Covid-19 economic shutdown. The yearly change 
in forward earnings soared to cyclical highs during 2018 due to the boost from the Tax Cuts 
and Jobs Act (TCJA) but began to tumble in October 2018 as y/y comparisons became 
more difficult. In the latest week, the yearly rate of change in LargeCap’s forward earnings 
dropped to 38.9% y/y from 39.6% and is down from a record high of 40.4% at the end of 
May. That’s up from -19.3% in May 2020, which was the lowest since October 2009. The 
yearly rate of change in MidCap’s forward earnings fell 2.3ppt w/w to 69.4% y/y. That’s 
down from a record high of 78.8% at the end of May and up from record low of -32.7% in 

      
 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgZWzW6fWW4z2cF4wfW6mPgJ45x6v-sW2XP7NM3HhVhZW2kNwpC3qm-spV1yNFP1JBnvGW88jT9P3zyRt9W3D3SJm12x0pcN6dKLPJdn59KW1V5kzg2VCd-vW2NPnPw6rHVQqW8BbvCF1d7ZnPW2Grtqj13MwrbW4kGF_b3ctNZQN2qtV9Y2trBnW99Cf_f6TF7nvW1YsB395tvvWWW3VFdf92DbWh1W3FhVcx7BfVtSN8Nm54MWjbjNW1M15q34LnTjbVxZgLQ1MXW6tW7VpKgw4fny5j31tR1
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May 2020. SmallCap’s rate dropped 1.3ppts to 117.1%; it’s down from a record high of 
124.2% in late June and up from a record low of -41.5% in June 2020. Companies have 
been easily beating consensus estimates since the Q2-2020 earnings season, causing 
analysts’ y/y earnings growth forecasts for 2021 to improve instead of decline as is typical. 
Here are the latest consensus earnings growth rates for 2021 and 2022: LargeCap (39.2%, 
10.5%), MidCap (63.8, 9.1), and SmallCap (94.4, 16.4). 

S&P 500/400/600 Valuation (link): Valuations moved higher for all three of these indexes 
last week, and were up slightly from 15-month lows for the SMidCaps. LargeCap’s forward 
P/E gained 0.2pt to 21.4 and remains above its eight-month low of 20.7 during mid-June. 
That compares to a 19-year high of 22.7 in early January and is up from 13.3 in March 
2020, which was the lowest since March 2013. MidCap’s rose 0.3pt w/w to 17.3 from a 15-
month low of 17.0. That’s down from a seven-month high of 20.5 in early March and is 
5.7pts below its record high of 22.9 in June 2020. SmallCap’s edged up 0.2pt w/w to 16.8 
from a 15-month low of 16.6. It’s now down 9.9pts from its record high of 26.7 in early June 
2020. During March 2020, MidCap’s 10.7 and SmallCap’s 11.1 were their lowest readings 
since March 2009. LargeCap’s forward P/E in February 2020—before Covid-19 decimated 
forward earnings—was 18.9, the highest level since June 2002. Of course, that high was 
still well below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares 
to the post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below 
LargeCap’s P/E yet again last week, as it has been for most of the time since August 2018. 
In contrast, it was last solidly above LargeCap’s from April 2009 to August 2017. 
SmallCap’s P/E was below LargeCap’s for a 43rd week. That’s the longest stretch at a 
discount since last May and during 2002-03. SmallCap’s P/E had been mostly below 
LargeCap from May 2019 to May 2020 after being solidly above since 2003. SmallCap’s 
P/E was at a discount to MidCap’s for a fifth straight week. It had been at an atypical 
discount to MidCap around the start of the year for 10 straight weeks. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q2-2020 earnings 
season—which came in substantially better than greatly reduced forecasts—analysts as a 
whole have been raising their consensus forecasts for all future quarters instead of lowering 
them as is the norm. Those gains have endured even through the earnings warnings 
season, when forecasts typically decline. In the latest week, the S&P 500’s Q2-2021 
blended estimate rose $0.99 to $47.43 due to positive earnings surprises. That $47.43 
estimate for Q2-2021 represents a gain of 69.5% y/y on a frozen actual basis and a 78.1% 
y/y gain on a pro forma basis. That would mark the second straight quarter of double-digit 
percentage growth and compares to a pro forma 52.8% gain in Q1-2021. All 11 sectors are 
expected to post positive y/y earnings growth during Q2-2021, up from 10 during Q1-2021. 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgR03W45D3Wb52GYMvTqlnq8KphWbW7L6_Gc4rd4QCW5Lqw0w6b0n1-N6q1-Z2YqfHVW9bR_Gc79gVLdW4NxBtG1XP0PCW9kHcS-2H4Mn6VyBhhc874hFXW6L_jcQ97Khq4VbD0842gZKhcN8r9HRCVk5gSW4ZjfvT870HGvW7_NRwg5PKfWHW7FRBJQ5ctqdTW6Rg4Xv7b217mW7qq20Q3Wt3qmW1bysmy2X2sC6W2D7GWZ1bzfLtW6s-dXZ4Xb_zVW26tJLw8djHC-W56s3HJ3Lq8pH369X1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgd_3p_97V1-WJV7CgYRmN5dM7-SKWW8zW6Dql646sxrtZVP77W01RmD8tW45t3bF6mTv9QW2LRMB72sgTKHW5L1VSy346wJxW2wzSM461d9YRW1zGb7d4r_5qMW7D9hJq4_j0_dW12wcGx9cFccrW2fPJgk5-hh75W5gnNZp142_10W17dVzy15tKRDW3Mrv9X5JH-d3W3D11FS6S9yZrW61H_CS3_XD5XW8FkT--8CwkdTW9gPqhZ60DNDyN775mVxs_SdnW4vd4nZ4CdF1kV8927Y6Wc1CXW7YZ_-072vMFvVdD-sN8GNg30W5rh9Z43L6Cgd24G1
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Here are the S&P 500 sectors’ latest expected earnings growth rates for Q2-2021 versus 
their final Q1-2021 growth rates: Industrials (603.9% in Q2-2021 versus 3.0% in Q1-2021), 
Consumer Discretionary (292.6, 226.1), Energy (224.7, 28.0), Financials (147.6, 138.0), 
Materials (126.0, 62.4), S&P 500 (78.1, 52.8), Communication Services (44.6, 53.1), 
Information Technology (33.9, 44.9), Real Estate (26.2, 5.8), Health Care (18.8, 26.7), 
Consumer Staples (13.6, 11.1), and Utilities (0.3, -0.9). 

S&P 500 Q2 Earnings Season Monitor (link): With 25% of S&P 500 companies finished 
reporting revenues and earnings for Q2-2021, revenues are beating the consensus forecast 
by a well-above-trend 4.0%, and earnings have exceeded estimates by 17.5%. At the same 
point during the Q1 season, revenues were 2.9% above forecast and earnings beat by 
23.3% in large part due to reversals of loan loss reserves at the banks. At first glance, the 
S&P 500’s earnings surprise appears to have weakened q/q, but is actually about the same 
excluding the Financials. The S&P 500’s Q2 earnings surprise excluding Financials is 
12.1% compared to 12.2% during Q1. For the 124 companies that have reported Q2 
earnings through mid-day Monday, the aggregate y/y revenue and earnings growth rates 
and the percentage of companies reporting a positive revenue and earnings surprise have 
improved significantly from their Q1 measures due to the low base a year earlier when the 
US economy was shut down due to Covid-19. The small sample of Q2 reporters so far has 
a y/y revenue gain of 18.0% and an earnings gain of 128.8%. A whopping 89% of the Q2 
reporters so far has reported a positive earnings surprise, but only 85% has beaten 
revenues forecasts. More companies have reported positive y/y earnings growth in Q2 
(90%) than positive y/y revenue growth (87%). These figures will change markedly as more 
Q2-2021 results are reported in the coming weeks. The y/y growth rates will more than 
likely mark the peak of the recovery from the Covid-19 shutdown. 

 

US Economic Indicators 
  
New Home Sales (link): New home sales (counted at the signing of a contract) fell sharply 
for the third month in June by 6.6% m/m and 22.6% over the period to a 16-month low of 
676,000 units (saar), as affordability remains an issue. It had rebounded 6.1% in March 
from February’s 17.1% weather-related drop. The Midwest was the only region to record a 
monthly and yearly increase in June. Here’s a regional snapshot of how new home sales 
fared on both a monthly and yearly percent-change basis in June: Midwest (+5.7% m/m & 
+7.0% y/y), West (-5.1 & -12.7), South (-7.8 & -24.8), and Northeast (-27.9 & -40.4). 
Inventory is climbing in recent months, rising from a recent low of 284,000 units in October 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgW8QW91YdyX92CrHBW5pmmp43KSxc9W8KCBCH3R1CkkW4YBxSm1QPnJ6W4q2ldR1mDb5YW49lCnV73K3xHW7X-G588XW4r0W7pMrfS4MYTw6W7q4kfw1XQ7pMW2Qs62G6czGjlV5cdnZ4XN16XW3D1cz89dVd61W3qgW2L8FXV7GW3HG7yQ8G2fhNW9fdgCb1Vss5bN1xRwFfsJqvRW6171vJ85vTJjW8h_1QG4-NrH7W2FBH4t6ZYrttVFbLK83FhJmvW8g9MJ37Pq9DGW4FFCdC2nNLDb36pW1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgD42W1908vY6ydpZLVFwN4t7Q_SN7W2WZQ546hdrz1W19wk_X1_KcwyW15B6Xl2BrdjrW7pStpr581QN9W17ndQc1lGZTpW5gVKTd5f9KxfW6XKnhD6KBYSGW4zK-Z28RhVZcVCg6MB12WcwzW32ZsRN3v7ZxMW8PFpPc8cp5wSW1SnKV_5pqGjVW7zclSs25_9cJW1cpB2Y9f30JKW9fzfBC4St9HCW9gpMpT4W9kngVr8KMt2d8j55W2dfXs82Hx0rYN1w0jTQqDkcGW3BPXFw1gcz2B3gLz1
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to 353,000 units in June—the highest since the end of 2008—which should lead to a slower 
increase in home prices. The median new single-family home price rose 6.1% y/y in June, 
less than a third of April’s 22.0% pace, which was highest since the late 1980s.  

Regional M-PMIs (link): Four Fed districts have now reported on manufacturing activity for 
July (New York, Philadelphia, Kansas City, and Dallas) and show the manufacturing sector 
expanded at a faster pace—with the New York region accelerating at a record high. The 
composite index accelerated to 30.6 this month after easing the prior two months to 26.6, 
lifting the measure back toward April’s record high of 36.2. The New York (to 43.0 from 
17.4) manufacturing sector grew at more than double June’s pace, while Kansas City’s 
(30.0 to 27.0) moved back to within a hair of April’s record high of 31.0; measures for both 
Philadelphia (21.9 from 30.7) and Dallas (27.3 from 31.1) slowed—though remained robust. 
The new orders (to 25.8 from 21.8) measure saw an acceleration in billings, driven by a 
near-record rate in orders growth in the New York (33.2 from 16.3) region and an 
acceleration in billings in the Kansas City (26.0 from 22.0) region. Orders in the Dallas (to 
26.8 from 26.7) region matched June’s pace, while Philadelphia’s (17.0 to 22.2) rate 
slowed, though was still strong. Meanwhile, factories added to payrolls at a near record rate 
(to 25.1 from 23.0) this month, with both the Philadelphia (29.2 from 30.7) and Kansas City 
(27.0 from 26.0) measures just below their record highs of 30.8 and 29.0 posted during April 
of this year. New York (20.6 from 12.3) manufacturers hired at the fastest pace since June 
2018, while Dallas’ (23.7 from 22.9) moved back toward their record high of 31.3 posted in 
April.  

Regional Prices Paid & Received Measures (link): So far, we have prices-paid and -
received data for July from the Philadelphia, New York, Kansas City, and Dallas regions. 
New York’s prices-paid gauge eased for the second month to 76.8 from May’s record high 
of 83.5, while the prices-received (to 39.4 from 33.3) gauge accelerated to a new record 
high. Kansas City’s price data followed a similar script—with its prices-paid (to 78.0 from 
79.0) gauge easing for the second month since reaching a record high 86.0 in April, while 
the prices-received measure reached a new record high of 52.0. Meanwhile, both the Dallas 
prices-paid (to 73.5 from 80.8) and -received (40.9 from 42.8) gauges held near their June 
record highs, while Philadelphia’s prices-paid (to 69.7 from 80.7) and prices-received (46.8 
from 49.7) measures eased this month from their June readings, which were the highest 
since June 1979 and October 1980, respectively.  

 

Global Economic Indicators 

      
 

https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgd_3p_97V1-WJV7CgQ4TW7cc2k141SmfTW8PX4Yh1Vvnn_W2frJqF4slsw2W4Ss8m95hQb0NW3R2Qx18bPL4yW2YdJQr21GZYZW5HyX053chpwtW12l8Vd1HldxWN5nFRLxjX8jMW3JgMbH1CJG6zW3glc7G7bM02qW2nCVb08LhWLQW8Nkcg75-wvVqN1t_lm_g69scW2Tvc1p4mDfWmW6Yr2ql60MBvDW2N41H-3K4Q1tW6Mg1KG8B8n9BW8FyLGZ2FBjQ0W2Hx2Yq9ftkrDW7TPPLL3wjGY1W8c-q5f3mn_PjVL6ZBN7Ql6P_N1bwNsrD-f8Y33_W1
https://hn.t.hubspotemail.net/e2t/tc/VW2YSZ8_jY4kW1S-pJh7KyHQtW4bWRWk4vtVrDN4CDgdJ3p_8SV1-WJV7CgN1dW7tDYGc5PHr6pW4D-x3J93YR_rW6VG1M67HqvslW394td31vz6fgW7tkbQj1YsThRW1r0Fl42NCNTTW1p_BrK6LYwBMW7G4KVx3RG4jvW7gt3sn6wtzgyW93Y79t8b0Q2JW8Bw6NY2FNTw7W4gtkZr2GGd9jW13VBbH77jGqyVMvLTy5k-n2vW6Ls_Cc1fMH5tW8G20sy18ypyBMtd1ydHjjxkW5M5Q5T7r8_LhW5KTTZv1SGZK_W2b3Whf2r0GbvVtRZth7M0h1TW781Wxk77P33v3nGg1
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Germany Ifo Business Climate Index (link): German business confidence in July fell for 
the first time since January as an upturn in coronavirus infections, along with continued raw 
materials’ supply concerns, pushed expectations lower. Ifo’s business climate index slipped 
to 100.8 in June after climbing steadily from 90.6 in January to 101.7 in May—which was 
the best reading since November 2018. While the present situation component climbed for 
the sixth successive month, from 89.4 in January to a 25-month high of 100.4 in June, the 
expectations component turned lower last month. Expectations sank to 101.2 (still a very 
high level of confidence), after climbing from 91.9 at the start of this year to 103.7 by June—
the highest level since December 2010. July’s manufacturing index is stalled around recent 
highs, ticking down to 27.4 this month from 28.5 last month—which was the highest level 
since May 2018—as the expectations measure fell for the fifth month, from a recent peak of 
25.0 in March to 14.6 in July. (Ifo reports that almost two thirds of all manufacturing 
companies are telling them they’re experiencing supply concerns.) Manufacturing’s present 
situation component continued to ascend, rising every month since bottoming at -44.4 last 
June to 41.0 this month, though the pace has slowed. There are fears that the service 
sector could be hit by another wave of Covid as variants spread. The service sector, which 
was hardest hit by the pandemic, is experiencing a big recovery, though there was a 
warning flag this month as the expectations component took a step back. The overall index 
dipped to 19.8 after rising 26.3 points (to 22.5 from -3.8) during the five months through 
June to its highest level since May 2019, as the expectations component fell to 17.3 after 
climbing 34.1 points (24.2 from -9.9) over the comparable five-month period to its highest 
level on record. Meanwhile, the present situation component climbed from 2.6 at the start of 
this year to a 17-month high of 22.4 this month.   
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