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YRI Podcast. In our latest video podcast, Dr. Ed discusses the main points of today’s 
Morning Briefing. 
  
Strategy I: Sloppy Looking Technicals. The S&P 500 peaked at a record 4536.95 on 
September 2. By Friday’s close, it was down 2.3% to 4432.99. It declined for a second week 
in a row (Fig. 1). Could this be the start of Panic Attack #70? Joe and I don’t think so, but 
we may be overdue for a fright, especially now that Halloween costumes are already on 
sale. 
  
Panic Attack #69 occurred in late February, when the brief return of the Bond Vigilantes 
spooked stock investors. It was more of a panic in the Nasdaq than in the S&P 500 (Fig. 2). 
The former fell 10.5% from February 12 through March 8. Because Value stocks 
outperformed Growth stocks back then, there really wasn’t a panic attack in the broader 
S&P 500. (See our Table of S&P 500 Panic Attacks Since 2009.) 
  
Let’s keep in mind that the S&P 500 doubled from March 23, 2020 through August 16 of this 
year. It was the fastest doubling of this stock price index since WWII. Joe and I are certain 
that it won’t double again over the next 12-18 months. 
  
In last Monday’s Morning Briefing, we updated our earnings outlook and targets for the S&P 
500. We are now forecasting earnings per share of $210 this year, $220 next year, and 
$235 in 2023. To forecast the S&P 500, we need to forecast forward earnings per share, 
i.e., the time-weighted average of consensus estimates for this year and next year. We are 
predicting $220 at the end of this year, $235 at the end of next year, and $250 at the end of 

 
Check out the accompanying chart collection. 
  
 (1) Panic Attack #70? (2) S&P 500 won’t double again anytime soon. (3) A very long stretch above 
200-dma. (4) Narrowing breadth. (5) Dow Theory raising a caution flag in theory. (6) September and 
October are two bad months that often provide good buying opportunities. (7) Bull-Bear Ratio getting 
more bearish, which is bullish. (8) Nine items on the worry list. (9) Evergrande is #1 right now. Will it 
be Lehman or LTCM? (10) McConnell won’t play Dems’ game. (11) Missing parts. (12) Biden’s taxes 
on small businesses. (13) China and Russia playing war games.  

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcmB5nKv5V3Zsc37CgQ6sW7dy9-461CJq9V_qygD7zd49NW5LQH801QgqXXN8ttnflpH9Z1W7Gd2P313mBLKW5xTLj-209HlZN5RpkXynCjNtW1Yn7YG8WQPkDW9lkbfB2Pk9RkW1wb3KK7NZcwvW2BBrPC13XDsyW4FNl0s3KxJJkW1WMW0d1lbs4zW9g2CYn1TCgtsW8JpkMQ41Z0YRW55yBb-33tycvW46RYnj2XflGWW3-gbjt2J67dqVj5M2H8GNC60W56qK_L357sr0W52jXvk4rSxMBVfrhqT8FnJWZW7BkH722JnJLvW102lFh3SH544W5KWkH-3hQJ4KW5X3CCX7kPYwLW3Hy0g343dLysW7CKrJS3kk945W6gBjSk2cwt4jW4G4rh299xkg5VxrPD-3KDLYCW7XsWm86gZ-_b3gd01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgVyMW8h3Gtg2Kk514W6dcYlt8DmQb_W6Vj2ms3CGXYkW3zXt7C74JFPNW6thP1B37K6YTW4TmzpL7RnpXRW8xVRfK7NQQ1QW6KmW6v87D-sLW41jF_n92slgLW62YXBy7K2GW-W9cgYfz2KR78sV-9Gvl8jQVB0W3HvlJg6kyDYcW1ZpzzV4Q_vJNVJtLHC9jzWvVN3BqK98m6WNyVwTt6-1nN0dMV_x7g654p2PhW9fmz_T9bZC_cW4Mgb517vlV0MVlF_Jj9gJQxBVT2Kqg7rqcxs3nFz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7Cgz-bW46NYLr6RTPDTW6RKDXF7jRnrsN6v18KbqV1N6W52ztD1393PKyW6C2F1G1D6MWnW2ZWJsb1TMYc8W4hM2MY8XhYZfW2ghx1-9j-SvxW1lNJZG8zL18pW8Sq1R_7c2DqwVczxd13vKfdKW4tF6-x7f2MmgW2-rh273ym3GnW9j1rYj2MQJ_SW4LqBWY7jTGYKW9bNbX25qHH8pW3MBJQp4RZcfmW2_RZnL2SDlRmW88Rb1x5jgVlFW8hrS_R4p6WPhW324DXB1wBNjlW8GqCPW6ZJ-753ljd1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnN3q905V1-WJV7CgDSdW6pz6p83dFpnRW5jBxqn3sLJ6YW77zBwQ3F39cQW5Dmldp8fchB6W3XMdl37fBrBNVTxlY911WMB9Vj-0yW4DkLzNW4ZWRBK83VCcLW38nbwG3Qh2b9W5_hfY47Z3rp1V-ltKT7H5rhZW3L5wzJ59ct_TN2gyPXTMp1t_W22BpBX2H17ZJW1J9Rhn2DJP2wW6sVzV03l_n8BW3tgnPb8FKdmHW25jjrR8Mc-dpW5Pg8Ln2ZTzvQW3rh6cs6-_CJHW8kysDN6rZfptW8zJNn071_cKJW4DK3-d3GMR81W6N8Yck1rJZNx3cNW1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnN3q905V1-WJV7CgXB0W3lNfj-89LYSbW8spXbL715qvBVKTXPD26_M20W4nXQwt1CfvY4W54zwjF5GP3KCN14dx35TNMGVN4XWm4PBtmSrW6yJYnZ59P1NQN47Rz3rsnkxTW3Bsxr692s_LXW5MMkR_8_1gqmW8k23rY2_JpMfW2vlbLF21hqB2W538_G87zd0DfW4fQvH43Ys9xzW9grr4l2lP5w2W7rhMvL2yMf3ZW7td4-K7X4fKzW3kR8tm4mk_BLW1pZMfT1w8YC7W3-Lb9C5Gwc7tW68YNPP99BD6BW1nxmyz3XmFyxW5brr412xhz383h9D1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVV3xZ5QbytRN1l8ctGDnzFQW5VG-2S4xGk9RN4dVQbS3q8_QV1-WJV7CgRPNVB1SQb5vDZVYW57gy-34SLwVYW1L3ycP4-TgjvW6R2_wV7YnN2vW2VDZjt4pCvmcW2-g88c2SLbn6ML-syqYW-mlN42WgmlZRntCW15VtM83RYZHdW6_88Ls73YnpxW4w7Wlp3x4RHMW2TQ3Wg2RJT3ZN3Q3ZdpFRksGW2GwGdZ4GBbpgW6_-VVb1FVfwCVVQqVZ1tgHtFW1HrLZ02gkJFhW4MZTK675trN8W2Z1Zbz60kFrHW393kSZ6Lcc5LW1qsynV5pxf1JW5QgVRY1p98fb3p-61
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2023. Assuming a 22.0 forward P/E, our targets for the S&P 500 are now 4800 by the end 
of this year, 5200 by the end of next year, and 5500 by the end of 2023. 
  
We acknowledge that there are both technical and fundamental issues weighing on the 
market over the near term. We expect that most of them will be cleared up by the end of 
October, setting the stage for the traditional year-end Santa Claus rally. Consider the 
following: 
  
(1) 200-dma. The S&P 500 has exceeded its 200-day moving average (200-dma) for 320 
trading days (Fig. 3 and Fig. 4). That’s the longest such stretch since the start of the bull 
market in 2009. The S&P 500 is overdue for at least a retest of its 200-dma. 
  
(2) Breadth. Earlier this year on April 16, 96.2% of the S&P 500 companies were trading 
above their 200-dmas. By Friday of last week, this percentage had dropped to 68.1% (Fig. 
5). On the other hand, over 90% of the S&P 500 stocks still showed positive y/y price 
changes last week (Fig. 6). 
  
(3) Dow Theory. Also raising a caution flag is the Dow Theory. The Dow Jones 
Transportation Index is down 10.5% since it peaked at a record high on May 7. The S&P 
500 Transportation Index is down 12.5% since it peaked on May 7 (Fig. 7). It fell to 2.6% 
below its 200-dma on Friday. That could be a bearish signal for the S&P 500 stock price 
index (Fig. 8). 
  
(4) Seasonals. September tends to be the worst month of the year for stocks. From 1928 
through 2020, it had more down months (50 of them) than did any of the other months. The 
average price change for the S&P 500 was -1.0% over that period (Fig. 9). October has also 
been prone to some significant selloffs in the past. However, more often than not, weakness 
in September and October has created significant buying opportunities. 
  
(5) Sentiment. The Investors Intelligence Bull-Bear Ratio was over 3.00 in recent weeks 
(Fig. 10). It dropped below that relatively bullish level during the August 17 week, falling to 
2.26 during the September 14 week. We expect that it will soon show readings below 2.00. 
From a contrarian standpoint, the rapid decline in bullish sentiment is bullish. 
  
Strategy II: A Long Worry List. The stock market’s technicals have turned less 
constructive, mostly because investors have been adding worries to their list of worrisome 
fundamentals. Since 2009, almost all of the selloffs that we included in our table of panic 
attacks have been attributable to just one major potentially bearish event. This time, we can 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgHvrW16thcc1vTkZwW4Ln--G6cRBF2W6qnJYW6R9LzhW5vRgzh39H9wsW5c1V-Q62bQbDW1d8jVf6J1sxDV3XrFs3VQfc8W4-LDBs6QzDlqW3k7HZG7PkWZKW98pl712QR0dBVGV7Xn4PV0TzN7Zgd29xZTvcN7-fc5l8mDdbW6nf9Sh108YSfW4tcP_H78hbCfW2ZVm5k2KdJLHW7RD6YJ6-ZddXVRYWxT5DSvCxW2Ps1Z45gxcthN5sqhpxphb15W2Y_3yG773-1BW5mr1fd2GTnQx34Xr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgKy_W99mR442L7y_cW7Q-HYM7cPdj1Vw3H0Y6s0YJMW5DHR1S4_qY63W1lSHFD30CCPHW5km4MJ6yBM-DW1-_xnG76s0X1W6q24rP8M1gnZW7HPqcM8Q2rppW2CglTf6CYC5NW5gPCnt1Q3m5mN14NPKDN8HZlW9j1rvk6PC9HYN5tTbyTHcwZFW8Lwjc14-8qJDW4961Kl7BqGYFN8zZLbqRfjdvW64sgWl5cpc6FW1N4TF12J5GFrW9kDX5K8gPPkfW3h5cKG5BBCFCW1FNKfV3FfLCK3fD01
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgWDPW62-LYl2TQvLdVRw5Tp3QNDKtW7SqdH25b_m8cW3VS1fP1nRZHvW17DGBw6T_xRKW6wVWb28-Ty4kW1xd7MH6kn5RyW15RBb63Y1DK_W2cbX113dRLXNW26yWyL6vzlMkW3j95CH1yTsBZW1X-YSM70j945W8HHSlt80SgvpW8b7K8w7GDXDDW1bFvqs7VffPzVg12v095P5yLW8-KhKc2rdFHzW6gjz0789zPSJVn0D1j7wqR8CW5m4cNV9gxrpkW50NHPV4z-FhXN1LH4JQJj23Z3gmr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgWDPW62-LYl2TQvLdVRw5Tp3QNDKtW7SqdH25b_m8cW3VS1fP1nRZHvW17DGBw6T_xRKW6wVWb28-Ty4kW1xd7MH6kn5RyW15RBb63Y1DK_W2cbX113dRLXNW26yWyL6vzlMkW3j95CH1yTsBZW1X-YSM70j945W8HHSlt80SgvpW8b7K8w7GDXDDW1bFvqs7VffPzVg12v095P5yLW8-KhKc2rdFHzW6gjz0789zPSJVn0D1j7wqR8CW5m4cNV9gxrpkW50NHPV4z-FhXN1LH4JQJj23Z3gmr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgVZzW6nbl293Y7K_wW6VSy5r2KT_dhW76rzTF7jHKTSN3_t7zKd91VYVStlDk1B7FqQN1-8fwZ4WQPxW6rK15b8G8mNvW3yNN5H3rXqw4W5LSFkt3LhMF0W2tp19Y6ytMF6W1-0GDR4QqlDWVL4DFk4StVHfW7ZjQCF3JcKxsW6m-JHd6j3tcBW5rhbTw5QbJSdW5PxC7D62yZSnW55YdZL6fVb7-W1-DycQ7b48xnN2jTVYCfynFTW1yMlwL1Ryk_3W6cRmJr73x98FW2fpXN14xFk933nyH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgJRVW6_nJXm97dyYPW8_gHdp3bG203W8J3hyj2MSNvjW79Zm2J5FySdYW1xm42h2W-4R_N2b-BN3MnPFLW6Dz58F11YmdCW8cVLQ617xXJ4W4gMkJY8-3RDQW350xq81NCDL9W5Zr07j7rgxTGW25vZFv3fcXT5W5qh0cp3Fv5y8W5cTvb51bxTqcW6MgCD85yzWHMW6nZbfN3ndffGW6FdZ693NG04ZN4MkXzLs9H3cW4rNvgj1ZDpwNW7cmgFn3WNpRqW48ThV22D8MdRW3PvDd4199J4q3k1s1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgSdTN6ls8xn_HG5KW8Yjk8c8L78MfW6Rr1nN3WgPfdW7Wkq1x4CJNmzW3mqH5q52P476W5LHRn37vZkbRW3tM31N3DRtD-W4KWmZL4w26z7N1GlBS5yCHpJW5hhRYc8Nh1P9W4Xr6s56vws3FW1gZgQJ6dgg9yW6PlDNc5N82WNW5Y3wZ46yZNBZW7mWVWr8VgJ3xW5h6Wz21LcFfzW6bKFmX2h6dNCVHlfj55gx9cgW6f9wNn1nlzgRVQ9Q8D3shycWW2lF1Wy802qBFW6SsQkf2d2Smd3gK21
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgC47W1YyL1l417LQdW3NVpM87bzxZrW2sD_zy8Yj85MVkPCrX99cbvBW2JrWLz5KhgXtW1YCCSD3DwfDkW7BF_c492cw7lW2nm8cz5Pj9nRW9fsP2T1qdp31W3JksQ67NY9xzW4k96lH1p0hNVW32R-V65ZLQ3yW3TGK451jk4sJW4Dx0ds78VNb5W2kCCWG1mM91bW2Hlw0n1w36yYW9kGc942Z9jJrW1ttPnY7yJVnyW60cgTH2hwD1lW5T8jdG7dKsrlW4p55R62DnrJ_W7hZD0F4GxBRY39gm1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgDRRW4-1yRr49C_dLVc78NN8VD_HWW6RxFpg77HYR_W7WxCHL6kj-Z0W5XVbD86LDb4pW7zgzbx9lNQTqW26WbPB8n6QnmW1fW9bW3Ff_QQW1M-n3g3vM9mNN41Yg4NCR9bPW3DLwz11R-dLdW7N3bvn2NcvCGW6kKBTl4yqNMzVXl6rt4ClDHtN4spLhXg3QTwW3D29vs3ykvV7W2tDq8q6jYnbJW2sV2D13XCKXdW2k2bw32YxxgfW2KjPMR3JjmslW2BzbCN3ww5vvW15qBz232l-Hn31QT1
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identify the following nine worries: 
  
(1) Evergrande could be China’s Lehman or LTCM. Jackie and I wrote about Evergrande in 
last Thursday’s Morning Briefing. That very same day, Chinese junk-bond yields jumped to 
an 18-month high, and shares of real estate companies plunged after Evergrande had its 
credit rating downgraded and requested a trading halt in its onshore bonds. Evergrande’s 
main banks were told by China’s housing ministry last week that the developer won’t be 
able to make interest payments due September 20, according to a September 16 
Bloomberg story titled “China’s Nightmare Evergrande Scenario Is an Uncontrolled Crash.” 
As a systemically important developer, an Evergrande bankruptcy would cause problems 
for the entire property sector, which has been an important source of economic growth and 
jobs in China. 
  
Evergrande has more than 70,000 investors. It has construction of unfinished properties 
with enough floor space to cover three-fourths of Manhattan. If that all grinds to a halt, it will 
leave more than a million homebuyers in limbo. The financial press has been suggesting 
that the collapse of China’s second-largest property developer could cause shock waves 
similar to Lehman’s bankruptcy in 2008. We think the collapse of Long-Term Capital 
Management (LTCM) in 1998 is a better analogy. We expect that the Chinese government 
will restructure Evergrande, probably by splitting up its businesses among other property 
developers. 
  
(2) Inflation has yet to show signs of peaking. Last week, the Bureau of Labor Statistics 
released August’s CPI. It was up 5.3% y/y, which was a downtick from July’s reading of 
5.4% (Fig. 11). The core CPI was up 4.0% y/y in August, which was a few downticks from 
the recent peak of 4.5% during June. That’s just about the only sign that inflation is peaking 
and the only one confirming Fed Chair Jerome Powell’s “transitory” narrative on inflation. 
The three-month annualized gains in the headline and core CPI through August were hotter, 
at 6.6% and 5.3%, though those were somewhat lower readings than two months ago (Fig. 
12). 
  
On the other hand, surveys of inflation expectations continued to get hotter in July. (See our 
Inflation Expectations chart book.) That’s because most people probably give more weight 
to the more noticeable price increases of items they consume every day such as food and 
gasoline, which rose 3.7% and 42.7% y/y through August (Fig. 13). Rent inflation is also 
rising. In recent days, the price of natural gas has doubled (Fig. 14). 
  
(3) The Fed is expected to start tapering before the end of this year. As we wrote in last 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnN3q905V1-WJV7CgMxCW22Fsh53sCsYrW7mgFdc8WlH76VWV7hK4fWlzVN8s5Hqg40v_XN5lZ6_rWSxGnW5S9XZ266yZ9BW4HGpjg4tkZ2vW2yQTgj11fJ4BW22yR_082kWdzW1929d28Cl8_zN6kJfk5sNpWkW4fsDHB5chDMBN5TpqHSg_70ZW9jp8Tj2TkBFVW2_9FPl2HY1YjW7H2MRR93G7lqW8_6FBH5Hx9s-N9cRZXxJF2_2VLMnJ_8qSZQrVcz9lx7TpW8mN3t9YFt5CpQFW8dkxjr3mcVnHN2TDWl0QNj_gW3fC0Vc4LKhlh3cVG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcmB5nKv5V3Zsc37CgH8sW5G904q1bKTB-W22T7lR5dtf7kW4m28FW7LVfYyW1xb7w54MS-nsW1KK7w56pgMCBW6NJnVv34bLLSW8jjWrm6Qcj7SV2kBNT1mN1vwW7FsCh66n9srLW9fvkH63_wgQtW6LL4Zd3HyzgTW3-vkJS8jtkngN71B43rx2yCfW7mlmp-2LwK_BW8-kGRg1VDLRpVW1dzM8-ZDNQW6prx146jHt8GW3mb7Hl5_Kc3DW8yk3Lc7sk5fgV-v98k2Clp6vN4qD6PX1SKVKW6qJPRp7-3mPQW6FNHQK6X8BLBW826zXJ51tZwPW6tTB-2722GKGW3R03j58VgR32W38yd_K3kwd26W3gy7xX4cBnJgVwRkJB5bgwBPW8rfZxH8vT75PW6KYhxV7bM9PfN6SN87v4RYVM31QG1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgCqYW6gvQRp43g3j6W7pspZc9fq0_yVmdR828Xy-gpVqq4Wk5_F7k3W86mbw82JKfNZW2yg2sj91zrb3W5Jz1N98Hm3h_W9gTqP-3hXdmvN43S9VRsgh88W32BJfK7NLtb2W6vhkfH403qHXN7RfkkzDBH7lW7hczvs8ffb4kW7SVLpB83vGx5W4FKnV95HRlblW58MTdJ3tglSrW8JdTGP2cRDP3W6CqHv33VrSt8W2SBwZ24-0d3XW758VrK1d54n1W6ftrsx74YP8wW9h021K4d16kH2Ng1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgZnMVCylMm1sTpbNVPRbrT5-rbkwW1KxPmz9jckjYVLMx4822BHDfW392QLc8hBYFVW4cp44z3Gg-KDVXgmf95Y3zXKW5LjPWs5qP79fW8zYbMP8VrKgLW3K9v_R2lv0_HVSW8k84v_ZfkW3m_fv_1LlNqwMdn32fdM8fvW8LyhMg1Z1Tc6W454G7P5c-FZXW99XRPN8t-GNFW8Dsp3r5yHqWMW1VJS6m1J9Q_zW45Zf6812SK7vW7lp8QD7mf7mWW7vsgWX3FpXpWW70yf8b5HJx5H3b6c1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgZnMVCylMm1sTpbNVPRbrT5-rbkwW1KxPmz9jckjYVLMx4822BHDfW392QLc8hBYFVW4cp44z3Gg-KDVXgmf95Y3zXKW5LjPWs5qP79fW8zYbMP8VrKgLW3K9v_R2lv0_HVSW8k84v_ZfkW3m_fv_1LlNqwMdn32fdM8fvW8LyhMg1Z1Tc6W454G7P5c-FZXW99XRPN8t-GNFW8Dsp3r5yHqWMW1VJS6m1J9Q_zW45Zf6812SK7vW7lp8QD7mf7mWW7vsgWX3FpXpWW70yf8b5HJx5H3b6c1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgVsKW5zcG1V5cMCmcW72DBS64P5mwwW1Q3R0b4x4hRkW6kZdCJ33FJHMW2Zbmvd89zz9FW7n5rvy76MGzMW6_Mnxd4k_XNhMMWkqzMGbYRMhj8CdTvN__W1KxqGl1gHj0xW4TTGL488tVC4W6dm1KP7NsB2CW1fn8hP860G6TW1nGgkt4ZxX8nW7KBDj42pxGH1W5mdQ8k94ShrxW4vbm_s3b_mgWN2zNvjN28rmzW78z0cn7F8PwrW727TV070r_53N1rdl_m6bDQVW3qc-8s69pd7M3p_m1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7Cg_1wW2V_T0d3-3WKLW8NcVK-1ZNRNzW7lS6tN7vxytJW34211977ZQ7mW3-J25w7kHp-PV2FpSx282kG9W2_zRJ61Y93hZW5n4c9B8JCbg1W7-tbcF2-wvVdW2HYdG61ldY6WW6k3sl19c6Q61W4L9RSW7kFfpDW7QGxVz1ZNcZSW7hwGRK6p-8KpW937gKw4bhQcLW7vx9fd60yvF8W65HRf_8J3YCbW7Js9L_9hS9LKW3yvQG-8-pWhfW2hfkQV6vVrDmVQqVRJ8YN_rLN4TzMwCZXgsH3b4t1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgMp-W70LH1f3v4fxBW3DyzVL3PDl2tW992m-j7j9QNcW5Yf-8k3ghXGyW1rC_nN5V9KV5W6rSDcw7m55PvW1-33F28x91sMW5fKpDT9jrh8mW7DKKYK2Jjr5zW5WrJND98xxglW2xHn263Hcg_HW4cQwxw2X_XBYW7rXyP65YMDRhW71M9lj3RX9_-MMP3wcTkGWWW1X8hnj8L32CTW2PTRjz7RW8t7W2rCCKf7gQyTWVZ-B-P7yZQyrW2GNH6Y8q1xwRW9l9H5B5DMTmsW89Wt6z6YnMMS33j31
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Tuesday’s Morning Briefing, the WSJ assigns one of its top reporters to watch the Fed. 
Currently, it’s Nick Timiraos. Fed officials often have set the stage for their next policy move 
by “planting” the story with the WSJ. On Friday, September 10, Nick wrote an article titled 
“Fed Officials Prepare for November Reduction in Bond Buying.” 
  
Fed officials clearly are doing everything they can to avoid a tapering tantrum. We think that 
they will succeed. The WSJ article reported that the FOMC is likely to discuss tapering at its 
September 21-22 meeting and vote to do so at the November 2-3 meeting. “Under the plans 
taking shape, officials could reduce those purchases at a pace that allows them to conclude 
asset buying by the middle of next year.” That certainly sounds like an off-the-record 
comment by somebody high up at the Fed. 
  
(4) The debt ceiling has to be raised so that the Treasury can pay the bills. Mitch McConnell 
(R-KY), the Senate’s top Republican, has told Treasury Secretary Janet Yellen that 
congressional Democrats will have to raise the US debt ceiling on their own, even as she 
warns of a default and new financial crisis if lawmakers do not raise the federal borrowing 
limit. 
  
“Let me be crystal clear about this: Republicans are united in opposition to raising the debt 
ceiling,” McConnell told reporters after a Senate GOP caucus meeting last Tuesday. He 
said Republicans previously favored lifting the debt ceiling on a bipartisan basis but oppose 
that now because Democrats are pushing a multitrillion-dollar spending and tax bill the GOP 
rejects. He has said Democrats should extend the debt limit on a party-line basis in the 
budget bill. “So if they want to do all of this on a partisan basis, they have the ability and the 
responsibility to ensure that the federal government does not default,” he said. 
  
Democrats control the House and the Senate, but a debt-ceiling extension is subject to a 
filibuster, meaning it would require 60 votes to advance. That means winning the support of 
at least 10 of the 50 Republican senators, which isn’t going to happen. That will force the 
Democrats to include it in their reconciliation spend-and-tax bill. 
  
(5) The Dems are pushing trillion-dollar spending and tax proposals through Congress. 
Read his lips. On February 20, 2020 before a national audience during a Democratic debate 
hosted by MSNBC, President Joe Biden promised: “Taxes on small businesses won’t go 
up.” 
  
To pay for their $3.5 trillion social welfare agenda, congressional Democrats have proposed 
$2.9 trillion in new taxes. Their revenue proposal suggests raising the income tax, the 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnN3q905V1-WJV7CgHYjW1VGdVJ3w3QD0W2_tvv_2QYlNnW4SCD8k7VWfmWW6nxZbK6zSlGTW1y-lFm25l2fLW8xHlS15nZvm8W1LyVxs1JwggCW8cNfVn11dX8rW1wBVTs54NjrmW6PkBns1NBZBtVSrtxJ9b2HfcW91m2Sn4N1hbKW9hYf3q2NYXY1W4JdzNg5SjWhsW2qNbnH6QyqnyW72xTLb8LyrsbW2SJ5Kn8WJLzMW3CRYhs56cj50W7C3RJG5MT6J7W923G2L4wXQSgW6FLlfR3bW6FZW2qhlY95wQY-dN5BtNpvsCGV7W8hypmx67c_bQ36QH1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcn9cjm0fV9V4KD7CgJQnW8qPVJy7f0FNjW2FH1S55BbQ1KW7hKFTL6VLgfgW3xzwY18k0fyDVfZC_g6tm8RGW2fFVlb6Tzll4W6w2Dqt7JqwjKW2Lttm81BmQ40W1lv4yM6r2Z1fN836XSbgS035W1wDDzw6dd26YN33PVYX4XbsbW2pnLMQ3sZ4MTW6M_QlL10w5KSN1__K84FlV5XN5CljlMgcwJsW3sKFcS8KGFMHW91pm097Tw-BCW74_cvs30zZj5VWskw-45zyqfMjRfVttzcvSW98r2C05lfjxGW7Mgl9p2RYJYcW7x4SVQ2BWSmWW3-wd_Y8_Xc1dN9kmCw-yc4TYN2nnX9CncFsQW28-j6m1_xFPlVy93q-7_MtgWW8kVq1V4W7NHHW5LZ2f57F-v8VW6yG1zY4mzRLVW3Npz9D7vtfnkW6YK1ZS5kjtStW7f36KT89pbZ8W2KLrQD3Ydp8QW5dsfpY4WPwrsW5B8dYV5Zz5YDW3Nc7SV6vpv0sW3Fg5j12NsXTDW2bMQJV2klkb5W8ZqQc75n9RPSN5J947TvmWXjVn3TP92BJ3btW8hddlg9372XtW6wqQvJ8DhC4XN2SzPClvCpPYW9ljvlp4qmdFQW4S0H1k6wWG4qW8f9CBm66hndGW66qmqj97CrXCW6Tp__42GZRFtV1zQm-9hs_12W2CTrQL34bZBtVTYXNH1kc6vpW1HYLPQ657C92W1j-6LS6S-PYVN8P8y0cwsKJvW94XX8N3GQThHW2V91H446h3HWW1DHWnY1cV86mW8hcfVh53TLPtW5_1dzB4sT4XSW4mNZM35Nj3FPVx5QCs5C5p3DW387Tq_95D2qhW5Y94M211TMGpW2mpMr24Ky1LSW15cm8W71HYfMW6J2nQV7KGL3xW3QZQGP5fkFpQW4DhtXq6kWCbzW3MqQDY1Yy72LN8mcP6mnT2HrW4H2lfx1vrlNlW7mx56k92f720N5gmzGLxsB1VW267VtH1Lz-D3W2hBxgn1KHGmyW47bNwm3CL5NQW1bs4zH2PpMdTW6zlwTg3fb8ymW4W4Cc16_qwgKW8XfGpz3gFkwy2Tw1
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corporate tax, and the investment tax, as well as creating an additional surtax on wealthy 
Americans. It would also introduce forced retirement account distributions, taxes on tobacco 
and nicotine products, subsidies for journalists, and nearly $80 billion for the Internal 
Revenue Service to enforce federal tax laws. 
  
According to an analysis by the Americans for Tax Reform, “Despite Biden’s pledge, 
Democrats have proposed several tax increases that will hit small businesses.” The 
analysis observes that raising the top income tax rate to 39.6% will increase taxes on 
businesses organized as pass-through entities like sole proprietorships, LLCs, partnerships, 
and S-corporations. Raising the corporate tax rate to 26.5% will raise taxes on many small 
businesses that are structured as corporations. 
  
The analysis concludes: “The Democrat tax-and-spend plan will see small businesses hit 
with hundreds of billions of dollars in higher taxes, despite Biden’s earlier pledge.” 
  
(6) Parts shortages are forcing companies to scale back their production. The August 30 
NYT included an article titled “The World Is Still Short of Everything. Get Used to It.” The 
“Great Supply Chain Disruption” shows no sign of ending anytime soon. The longer it lasts, 
the more it is likely to weigh on global economic growth and to boost inflation. 
  
Shipping problems have plagued global supply chains. The boom in post-lockdown demand 
last year boosted the demand for imports in the US. That caused a shortage of shipping 
containers, which was exacerbated by pandemic-related shortages of dock workers to load 
them at major Chinese ports and unload them at West Coast ports in the US. Companies 
around the world can no longer count on cheap and reliable sea transport of their goods. 
  
(7) Valuation remains elevated. The forward P/E of the S&P 500 has been fluctuating in a 
flat range roughly between 20.0 and 23.0 since the end of April 2020 (Fig. 15). That’s 
almost as high as the valuation multiple prior to the bursting of the tech bubble in 2000. 
Meanwhile, the forward P/Es of the S&P 400 and S&P 600 continued to fall on Friday, to 
16.3 and 15.3. Both are below their pre-pandemic highs even though their forward operating 
earnings per share continued to soar to new highs during the September 9 week (Fig. 16). 
  
(8) There are plenty of geopolitical risks. On Friday, China flew 10 aircraft including fighter 
jets into Taiwan’s air space just a day after the UK, US, and Australia signed a defense pact 
to push back against Beijing. Taipei said two J-11 fighters, six J-16 fighters, one Y-8 anti-
submarine plane, and one Y-8 spy aircraft entered its air defense identification zone near 
Pratas Island today. 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcp33q90pV1-WJV7CgBlRW75_GP13WC-Y2W2chJxT5N0QkvW65_hhg55RCCLW2dfCB61tm1mhW3GzVHr3mf4wKW4CQMB76qX3vfW4d68CZ8lQzDqVKZPCm6YmJrVW5Rsrq82pFb29W6BcpC44ZBZ0FVCYR2G87lSTxW5DgW2-5V6drLW62SljP4DlSHgN2hlWKmMt0sLW6MTYcl78YghQW77cKFW4JsY12W2wJQ_p2QSNwxW5t8RDF5gYQ0pW62H8qT2_t6cLW6bkpbF48xzw_W5Q54gj2FD-VcW3b1Skk7RxHVMW8GF1fw15_tCRW7yFXQL1fcjxmW5qQPkp1FRMq6N48YTLfJdrj238Lj1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcp33q90pV1-WJV7CgYbmW4l2MGX8nQFcvV6P7S062gzk2W88bK2c3M-B8bN8ckNjZsL_VJW13_kDh2JBr-gVjNprm67J-tWN5yBRcRqZDjSW91w4Cy96YdLZW5lNGH71W6ZYqW2hg-hv2j7FzgW44jl9w62lfkgW3QnRX27xzSLyW3N15Yd2t4BG5W4475Vs8FgT0wVSdZbh4vbt1VW6PXVsm8VtgrZW4DMcL348VRPYW6b9Q-y66y41nW27R2t63mfwThV8ZlRZ6VLYdFW1v9z0J7zYdYgW6tn9Fl617Lp5W5sKyV98c8gBpW4HVVF83vY_P7W1ZTTt428sv5lW7Z18dv4NpTl-39v81
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgF4ZW5f71X330cHGSN8_m5jkpTShZW3Jbs0f7zXDh2W1qQfKg2YM8gcW4L_SsC2Jxg96W3jyPbJ1CBpGGW6PHX5W4KfWkMW7_YRVC4n02wQW3DL47h2m08y0W4PPwP85J7_nGW3dr0zN3SQYV7W3jctRh3Yd723W7DXb3s7F7kpjW85kZWw8f-Cb7W7L6YMt8Pwly-W8w5GNs4_GzBfW5H_L331G-thSW2sDG0s8Nq5yQW8hmQrM1_H1L4W2wQ4N03ylhn0W6VRLvk6b2Qs8W4jyb3D1tvNks3ldz1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgYGbW5XMRcK5k0ZTSW1w5Yrq79LgdCW7m1V6x62xLlXW5s5MJc3t5ptwV9qpNY1c4_p2Mgbtg8S0yHKW2yhKbw4wgCjXW8nl7jH37BHq8W8_K_ch5HFcFfW5xc9d34lX1NjW6VMLZN1hHJ9gW2jV5CY4_3TTrW1Jd3t-40FPWKW126ZYw6lbjgYW58stjS6BD4BGW354LRx38y12-W6PTYQP5LwZn1W7CB_VH3NV8ZVW6TQwm84jqyk4W6sfGpv6J42lGW1XPdlY14QmRCW4P_sg86NvLDx3d-M1
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Meanwhile, all is not quiet on NATO’s eastern front. Russia is conducting one of its largest 
military exercises since the Cold War in Belarus, which shares a border with Poland. The 
Russian Defense Ministry, which described the exercise as “strategic,” stated that more 
than 200,000 troops from both countries are taking part in the drill, conducted on Russian 
and Belarusian territories. The ministry also said that 80 military jets and helicopters and 
more than 760 units of various military equipment are part of the drill. 
  
(9) And oh yeah, the pandemic is still out there. Many people are behaving as though we 
are done with the virus. However, the virus is not done with us just yet.  

 

Calendars 
  
US: Mon: NAHB Housing Market Index 74. Tues: Housing Starts & Building Permits 
1.56mu/1.60mu, Current Account Deficit -$191.2b, API Weekly Crude Oil Inventories. 
(Bloomberg estimates) 
  
Global: Mon: Germany PPI 0.8%m/m/11.4%y/y, German Buba Monthly Report, RBA 
Meeting Minutes. Tues: UK CBI Industrial Trend Orders 16, BOJ Interest Rate Decision, 
PBOC Loan Prime Rate, Bullock. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): Last week saw the US MSCI index fall 0.5% 
and end the week 2.2% below its record high on September 6. The US ranked sixth of the 
49 global stock markets that we follow in a week as 25 of the 49 countries rose in US dollar 
terms. The AC World ex-US index performed worse, falling 1.7% to 3.3% below its 
September 15 record high as nearly all regions fell. EMEA was the best-performing region 
last week with a gain of 0.4%, ahead of EM Eastern Europe (0.3%) and EAFE (-1.4). BRIC 
and EM Latin America were the biggest underperformers with declines of 3.2%, followed by 
EM Asia (-2.5) and EMU (-1.8). The Czech Republic was the best-performing country last 
week, with a gain of 2.1%, followed by Greece (1.9), Russia (1.3), Chile (1.2), and India 
(0.8). Hong Kong was the worst performer, with a decline of 6.2%, followed by Finland (-
5.2), China (-4.8), and Brazil (-4.8). EMEA is the top-performing region ytd, with a gain of 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgD7_W4Zt8kd1cDQ08W8lPY7Q55CfGDW8vBcfZ8F58DFW62D2Ts6Wkpw9W1bqmXM2f0q_hW5BV6313g6L5DW5qgBy23Nz29SW1mj_ky5Fvt6VW2YxGnV8LQThpW6LhGQb3nqzLHW1-c7BF6BRyyjW8h14YV5910VKW95hS-R84Pf00W4f1-dX78brvJW7VMbhr89zK5_W3ym46b1RcjkRVTMcTd8mxmpyW8gnTbH7jTb8nW4jfRLM2qKQSnN93bkhd9Vlw5N38M0bdQRm9QVBgC1k5RtxQ83h3r1
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23.3%, ahead of EM Eastern Europe (21.9), the United States (17.7), EMU (11.4), EAFE 
(9.4), and the AC World ex-US (6.6). The following regions are lagging the AC World ex-US: 
BRIC (-6.3), EM Latin America (-5.4), and EM Asia (-3.2). The top-performing countries ytd: 
Argentina (38.0), the Czech Republic (33.3), the Netherlands (32.4), Austria (30.2), and 
India (27.4). The biggest laggards of 2021 so far: Peru (-28.4), Pakistan (-23.1), Turkey (-
17.9), Colombia (-16.7), and China (-15.8). 

S&P 1500/500/400/600 Performance (link): SmallCap gained 0.3% last week and was the 
only one of these three indexes to rise. MidCap fell 0.3% and LargeCap was down 0.6%. 
LargeCap ended the week 2.3% below its record high on September 2, while MidCap and 
SmallCap finished 3.5% and 5.9% below their respective record highs on September 2 and 
June 8. Fourteen of the 33 sectors were higher for the week, compared to all 33 sectors 
falling a week earlier. SmallCap Communication Services was the best performer of the 
week with a gain of 4.3%, ahead of SmallCacp Energy (3.5%), LargeCap Energy (3.3), 
SmallCap Consumer Discretionary (2.0), and MidCap Energy (1.9). MidCap Materials and 
SmallCap Utilities were the worst performers with declines of 3.9%, followed by LargeCap 
Materials (-3.2) and SmallCap Materials (-3.2). SmallCap edged back into the lead in the 
2021 derby with a gain of 19.0% ytd, ahead of LargeCap (18.0), and MidCap (16.1). All 33 
sectors are higher ytd, paced by these best sector performers: SmallCap Energy (56.2), 
MidCap Energy (48.2), SmallCap Consumer Discretionary (36.0), LargeCap Energy (29.0), 
and LargeCap Real Estate (28.0). The biggest laggards so far in 2021: MidCap 
Communication Services (3.1), MidCap Consumer Staples (3.2), LargeCap Utilities (5.0), 
LargeCap Consumer Staples (6.0), and MidCap Utilities (6.4). 

S&P 500 Sectors and Industries Performance (link): Two of the 11 S&P 500 sectors rose 
last week and five outperformed the composite index’s 0.6% decline. That compares to a 
1.7% decline for the S&P 500 a week earlier, when all 11 sectors fell and six outperformed 
or matched the index. Energy was the best performer with a gain of 3.3%, ahead of 
Consumer Discretionary (0.5), Financials (-0.1), Health Care (-0.2), and Real Estate (-0.2). 
The worst performers this week: Materials (-3.2), Utilities (-3.1), Industrials (-1.6), 
Communication Services (-1.2), Consumer Staples (-0.9), and Tech (-0.7). With respect to 
2021’s performance, the S&P 500 has risen 18.0% so far, with all 11 sectors higher ytd and 
five beating the broader index. Energy has retaken the top spot as the leading sector with a 
gain of 29.0% ytd, followed by Real Estate (28.0), Financials (27.0), Communication 
Services (26.1), and Tech (19.0). This year’s laggards to date, albeit with gains: Utilities 
(5.0), Consumer Staples (6.0), Materials (11.6), Consumer Discretionary (12.8), Industrials 
(12.9), and Health Care (16.7). 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgDJFW3rpXb37WBc89W8lkHJz8s0509W2WyG4p8pnlBvMR6psS_rPtwW5kvZXP2gsRLmW7bvt4X572Tl8W3x5lGr5Hl8rtW5Pdn-R5MSvTHV5nrND8s3VWKVmRsN_9bQ3ZWW9jM-tN6bw0Q2W34YM8w1fv80SW5kclpv6Zfyn3W8rW2cd7V_V_3V6qtzZ3j6SbMVNNFlz68kGSCW2N_ZXp8WQcqNW8PvFYZ23C6sgVQWZXN8vGpKdW6jf41D7tYfcbVFxGfj9bw65dW7pJJV16Ksd7h3dF41
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgZ1_W5Mw-8P6mbQ7DW76_C4n6JzPvjW8jPcPf5bMZszW2_hj_z75wg4YW37h4_B92d6qrN3pnrZF6WxnNW7xR2B33TT-K2W1J0SYV6FNJjFW5PcQP47BvgxhW4_B7H26bghlNW1fXl_P1RNrG0W4CHH2m8gXGMqW5S4T1d3RH9QVW5zKB-n4WkKlLW65NtQs76b05kW7Hxlyc6dkxhlW4gf95h2_GmbjW4hqf8Z1YTB7qW8tTZ5269Zx8YN32jH3NYL3fGN5My-Xc3G-vRW9jDgNj1yVXDh3cT21
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S&P 500 Technical Indicators (link): The S&P 500 fell 0.6% last week and weakened 
relative to its 50-day moving average (50-dma) and 200-day moving average (200-dma). It 
fell below its 50-dma for the first time in 13 weeks, when it dropped below for a week in mid-
June for the first time since February. It was above its 200-dma for a 64th straight week last 
week after being below for 13 weeks through late May of 2020. The S&P 500’s 50-dma rose 
last week for a 45th straight week as the price index dropped to a 13-week low of 0.2% 
below its rising 50-dma from 0.7% above a week earlier. That compares to an eight-month 
low of 0.4% below its rising 50-dma during mid-June; the index is still down from its 19-
week high of 5.8% above during mid-April. The index mostly has been trading above its 50-
dma since late April 2020; in June 2020, it was 11.7% above, which was the highest since 
its record high of 14.0% in May 2009. That compares to 27.7% below on March 23, 2020—
its lowest reading since it was 29.7% below on Black Monday, October 19, 1987. The price 
index was above its 200-dma for a 64th week last week, but dropped to a 46-week low of 
7.7% above its rising 200-dma from 8.8% a week earlier. That compares to 17.0% above in 
early December, which was the highest since November 2009 and up from the 26.6% below 
registered on March 23—the lowest reading since March 2009. At its worst levels of the 
Great Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on October 10, 
2008 and 39.6% below its 200-dma on November 11, 2008. 

S&P 500 Sectors Technical Indicators (link): Five of the 11 S&P 500 sectors traded 
above their 50-dmas last week, down from nine a week earlier. Energy turned positive for 
the first time in 11 weeks, and these five sectors moved below: Consumer Staples, Health 
Care, Materials, Real Estate, and Utilities. That compares to all 11 sectors above at the 
beginning of May and just four above at the end of January. Seven sectors have a rising 50-
dma, down from nine a week earlier. In the latest week, Consumer Discretionary and 
Materials joined Energy and Industrials as the only sectors in the falling 50-dma doghouse. 
Looking at the more stable longer-term 200-dmas, all 11 sectors are above compared to all 
10 a week earlier, as the Energy sector moved above yet again. However, all 11 sectors 
have had rising 200-dmas for 27 straight weeks. For perspective, back in April 2020, just 
one sector (Health Care) was trading above its 200-dma. Energy’s 200-dma had finally 
turned higher in mid-December after mostly falling since October 2018. 

 

US Economic Indicators 
  
Retail Sales (link): Retail sales unexpectedly rose in August, by 0.7%, bouncing back from 
a downwardly revised 1.8% (from -1.1%) drop in July. August’s result boosted sales to 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgS6xW51wgg-1n5v2xW6W2NJr5gZ5hVW3vRdJV1XX6H7VqyJ0W7sKz_rW67VqL51dgfD6W92h9p97DQQmXW8spSTt3N48vHW551k_36SmbXvW5b45Sj2jRNv7W9gN7st98PdQPN7_hLXN9WMJVW7MSJlL5Pc1yHW8y1zfY9blwTMW43BHRr4G6RnpW7-v6yB5285nBW3TNw0M2zx6qMW3D02VY8PfF1qW1PP8jP9hGnwkW6TH6l92BrjwDW5q4lzl38YfqcW5-_Q8y3HD7DtW8d55wn2d967p3j2y1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgVq9W5GKgYC8S8pzPV-f-X56Z4YbsW4JN1Sx3kQZhgW4PKR4d977M1cW4NQ_k11Xb4h9W3C0D7j5-747kVL5tV27VQdzQN54713N-TfWlV6_wpZ5zsbLRN11D7k58TwfmW49CgMp4cz9t4W6YYbs73PV2B4W5KZ-FB6N4gHYW2pWpCc1Sl7GWW2Pz4s14FQrpCW347WDv4WgGN7W1lhR9v1GGxSjV6vLf-2cjml_W8vyjss1DVVtHVd4gT571GPS2W1gwnG622hg1qN4Dq9cX9Jm7N38V11
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgPgTN8_rYb6LBFblN5ClZ4k9m5T3W183pxh20q_WFN8JjpdTy-0yPV1QmMt52zrpNW7Ksm8_7B_nF8W4Q6bV44Tk7f_N2WsSRGM5W1QN4GyVS8nHmpYW6X3t452C-c71N4-6HmlW1gm2W7dWV0B3mrKXsN3RxCN9z3xtpW3020k76g7_89W2Csp6c5s0Q7CW47n0C_1fVWYyW8q6DPL9djMl1W4QNlNt6FcMv8N4jqJ_m4b0HFW71m9Ys6r1hsCW5Mr46b6Yd3RzW1qHwhm7cPqYl39lj1
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within 1.7% of a new record high—despite chip shortages triggering big declines in motor 
vehicle and electronic & appliance store sales. Meanwhile, core retail sales—which 
excludes autos, gasoline, building materials, and food—jumped 2.5% to a new record high, 
following July’s 1.9% decline. Of the 13 retail sales categories, nine increased in August, 
while three declined—with sales at food services & drinking places unchanged at July’s 
record high. Also at record highs were sales at gasoline stations and miscellaneous store 
retailers, while sales of furniture & home furnishings, health & personal care, clothing & 
accessories, general merchandise, and nonstore retailers hovered just below their record 
highs. Here’s a snapshot of the sales performances of the 13 categories during August, 
versus last April’s bottom and relative to their pre-Covid levels: nonstore retailers (5.3%, 
15.3%, 34.7%), furniture & home furnishings (3.7, 200.3, 19.5), general merchandise (3.5, 
23.8, 16.4), food & beverage stores (1.8, 5.3, 16.1), miscellaneous store retailers (1.4, 90.2, 
19.6), building materials & garden equipment (0.9, 21.3, 18.6), gasoline stations (0.2, 88.9, 
18.6), health & personal care (0.2, 24.7, 11.4), clothing & accessories (0.1, 809.6, 14.3), 
food services & drinking places (0.0, 140.5, 8.7), sporting goods & hobby stores (-2.7, 
139.1, 33.2), electronics & appliance stores (-3.1, 133.9, 11.8), and motor vehicle parts & 
dealers (-3.6, 78.2, 15.1). 

Consumer Sentiment Index (link): “The steep August falloff in consumer sentiment ended 
in early September, but the small gain still meant that consumers expected the least 
favorable economic prospects in more than a decade,” noted Richard Curtin, the survey 
director. Consumers’ views of inflation remained elevated, though the ascent slowed, as the 
one-year inflation rate (to 4.6% from 4.7%) ticked back up to July’s reading—which was the 
highest since 2008. The rate had nearly doubled from 2.5% at the end of 2020 to 4.6% by 
May, though has been little changed around that level through this month. The five-year 
inflation rate remained at 2.9% this month; it was also at 2.5% at the end of last year. The 
Consumer Sentiment Index (CSI) edged up to 71.0 this month after tumbling 10.9 points (to 
70.3 from 81.2) in August to its lowest level since December 2011. The expectations (to 
67.1 from 65.1) component ticked up from August’s nearly eight-year low, while the present 
situation (78.5 from 84.5) component sank for the fifth month, from 97.2 in April to 77.1 this 
month—the lowest since April 2020. 

Business Sales & Inventories (link): Nominal business sales in July climbed to yet another 
record high, while June real business sales (reported with a lag) continued to hold around 
March’s record high, just 2.0% below. Nominal business sales rose in July for the fourth 
time in five months and the fifth time this year, up 0.5% m/m and 11.6% ytd. Real business 
sales have been more volatile, rising three months and falling three months during the first 
half of this year, for a ytd gain of 1.9%; June sales were up 0.4%. Real sales of both 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgNCTW9kS6Wv2Gy-w7W4MCwtz35PlSFW61bnlx142KZdW5lpmln4LMh0VW1fCsjV7_LG8FW4w0DS03BxnXdW40C-kg694SrGW7Flk0k72WsrtN32-KKPbwm-CW4QRk9z8-WGprW2jmVym84msbVW4-Y3C47HRr2dW2GRwsc5BmD34N96j8Zxr_XLlW6W5DCf8v9D7fN5X-1d-fgxhCN64gkZJ-SKZdV_shrB1CR88hW1Kd-tR47KYWxW7G1QXt7lLdm8W5dTZGl15HLjJW7H9D_Q7YPtzq32jr1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgKwcW6PsZ-58f1-wFW1xgCNM6Lr7HxN6wBRXxnNJbxN5xHbKkp0Vv6W29jt_25sv5X6VB75xG2FJlw3W8PGfTB5KN8YfW97cpqH3MJM5sW7JH7t1403tPtW5l-FYH8548PrW45q4Ws7KcHQsW6jTZDd1mlCNlN2-HYcBsNWb-N94RtbdWfRQSW4plDvf4GN28ZW34Yqtw3q-KXrN2ZVr6_ySqNnW7fn_0k8fC29FW6dFNZL1J4n6jW2HzXPL3vNwJxW8hdQzv7Z06d3W6-D4KG3sC-573hmP1
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retailers and wholesalers remain in record territory, though the former has been in a three-
month slump (following March’s 9.9% jump), while real manufacturing sales posted its first 
gain since the start of the year, edging up 0.5% in June after a 5.9% slide during the four 
months through May. The nominal inventories-to-sales ratio has fluctuated between 1.25 
and 1.26 for the past four months, with July’s holding at 1.25—just a tick above its record 
low of 1.24 posted in March 2011; it was at 1.73 last April. Meanwhile, the real inventories-
to-sales ratio for June ticked down from 1.40 to 1.39, just above March and April readings of 
1.38—which was the lowest since spring 2013.  

Regional M-PMIs (link): Two Fed districts now have reported on manufacturing activity for 
September (New York and Philadelphia) and show the manufacturing sector expanded at 
an accelerated pace, as growth in both the New York and Philadelphia regions picked up. 
The composite index rebounded to 32.5 this month, a roundtrip from last month’s slowing 
from 32.5 to 18.9, as the New York (to 34.3 from 18.3) manufacturing sector accelerated 
back toward July’s (43.0) record-breaking pace, while Philadelphia’s (30.7 from 19.4) also 
grew at a faster rate during the month. The new orders (to 24.8 from 18.8) measure also 
showed stronger growth—though driven by New York (33.7 from 14.8) orders—which 
expanded at the fastest rate since 2004. Growth in Philadelphia (15.9 from 22.8) orders 
slowed, though remained at a solid pace. Meanwhile, employment (to 23.4 from 22.7) 
growth held at a steady pace as factories in New York (20.5 from 12.8) hired at a faster rate 
and those in Philadelphia (26.3 from 32.6) hired at a slower pace though faster than New 
York’s—with the Philly measure slowing from August’s record high. Inflationary pressures 
remain elevated, with Philadelphia’s prices-received (to 52.9 from 53.9) measure holding 
near August’s rate—which was the highest since 1974—and the prices-paid measure 
slipping from 71.2 to 67.3 and easing from June’s 80.7—which was the highest since the 
end of 1979. New York’s prices-paid measure eased for the fourth month to 75.7 from 
May’s record high of 83.5, while the prices-received (to 47.8 from 46.0) measure continued 
to accelerate to yet another record high in the survey’s two-decade history.  

 

Global Economic Indicators 
  
Eurozone CPI (link): August’s CPI headline rate accelerated for the second month, to 3.0% 
y/y—the highest since November 2011—after slowing from a then-30-month high of 2.0% in 
May to 1.9% in June. Looking at the main components, once again energy (to 15.4% from 
14.3% y/y) posted the biggest gain, recording its largest y/y increase since July 2008. 
Meanwhile, the yearly rate for food, alcohol & tobacco (to 2.0% from 1.6% y/y) picked up for 

      
 

https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnN3q905V1-WJV7CgQtDW6n92X485LbhLW5XM5207klKZnN36BN5Dd3bl2W23_SjG5mygD3W4kSH1Z2-XL7KW8qYVsY8cH3H6W1Wy_WV6VPdYXW7K-LVv3kHkkwW6RVN4z4kyGZ_W5PK25j8k4SNLW2vG0yQ6lKqRKW405LDv5k5T96W6QSS2g6gq13cW7J-ssN8G2cvdW4kVzy76BVZJFW5lNt9z4TszqGN6M_Wn-hv8mbW4jqL2y6Pq_S0W1fVt_v3ymxv1W7rB6hB8w94D1N2Dg-m4XLVX-VT9jrk2BGQ66W4cq3gW4F4kTPW8520L86D_HJq3fT_1
https://d13h9q04.na1.hubspotlinks.com/Btc/5E+113/d13h9Q04/VVPR2y1qbxBrN21Yt96GxX_8W7Wb0M14xGmv1N67vcnt3q8_QV1-WJV7CgCPsW3NYtPt6jM8blW4pTj_l1J3lyLW7Sl9cF1JWv1lW6xvhR72d8cCGW7MBDz42KCQq3W4k7qff70hvynW6S2KfY1zvkLzVDWkcg2K86b8W19RQHB4w-5D4W5WGC__1d0wbQN1D2nzNDHysWW6qxKtn4Z2n7QW34FPtX8TFDRmW1wF19L6J11ddVTW-yC30TMvYW4-fs5H1VFdHcN1Y1qTc4xPTQN2-ZQksy-WJrW13CSDm90Jkb0N1dSlGYHGPJ9W48xgSp842-FtW7Wq8fB3zHZ473mm91
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the second month, with August’s rate quadruple May’s and June’s 0.5%. The services 
inflation rate edged slightly higher in August for the second month, to 1.1% y/y, after slowing 
from 1.1% in May to 0.7% in June—which was the slowest since the end of 2020. The rate 
for non-energy industrial goods picked up sharply from 0.7% to 2.6% y/y—the highest since 
the mid-1990s. Of the top four Eurozone economies, rates for Germany (3.4% y/y) and 
Spain (3.3) are above the headline rate of 3.0%, while rates for Italy (2.5) and France (2.4) 
are below.  
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