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Strategy I: It’s Different This Time. The S&P 500 peaked at a record high on January 3 of 
this year. The index has achieved lots of record highs during the bull market that started on 
March 9, 2009 and might have ended on January 3 (Fig. 1). 
  
Previous selloffs from previous record highs were mostly short-lived panic attacks 
associated with discreet events that were feared as likely to cause recessions. We’ve 
counted 72 such events from 2009 through 2021 (table). None led to recessions with the 
obvious exception of the 2020 lockdown-provoked downturn, and none lasted very long. 
And over the entire bull-market period, stock investors correctly anticipated that Fed officials 
would exercise the Fed Put when necessary to avoid a recession. After all, the Fed’s 
inflation difficulty then was getting the rate to move higher and closer to the Fed’s official 
2.0% target. 
  
January 3 marked the date that stock investors started to conclude that the Fed Put was 
kaput, as inflation had morphed from a transitory to a persistent problem. The Fed was 
clearly behind the inflation curve, so the Fed Put was no longer an option for monetary 
policy. That became increasingly obvious as more Fed officials turned increasingly hawkish. 
Even the doves morphed into hawks. The Federal Open Market Committee (FOMC) voted 
to raise the federal funds rate by 25bps on March 16 and 50bps on May 4 to a range of 
0.75%-1.00% (Fig. 2). At his May 4 press conference, Fed Chair Jerome Powell said that 
the markets should expect another 50bps hike on June 15 and again on July 27. 
  
Fed officials resorted to increasingly hawkish “forward guidance” to tighten credit conditions. 

 
Check out the accompanying chart collection. 
  
Executive Summary: Might the only recession we have to fear be one triggered by recession fear 
itself? It’s possible that we could talk ourselves into one. So while we still expect the economy to grow 
through the end of next year, we are raising the odds we assign to a recession scenario from 30% to 
40%. That lowers our stock-market sights for this year and next. … We have new estimates for S&P 
500 revenues, earnings, profit margins, P/Es, and price targets, which we still see at a new high late 
next year. … Also, we explain what has caused recessions in the past and why we don’t see those 
dynamics developing now. We’re far from alone in our optimism: Analysts keep raising their earnings 
estimates, and insider buying has been on fire.  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgzYTW50DvV52HKznWW52FS23590DhzN4rqzF4Yj9pDN3kx_y5G2SwbVY70n38rpS1WW2lh_Xx2MJmGSW5Qqybx6cfq6GN1F5_V8Ys9c4W5KZZGp9cw74HW2cz5444C5d6zW55_nHl3wrgPMW8hMyrC1YP_bKW2b2Z633PvYnwW32bmN53PtmHTW69b6K68XC8jcW4GGCd43S2vb3W99bypw8KfFFyW66q5-m19405HW5wPrXP2rJXnmW29Xt0f6D0-11W2XjX781QTLSnW8SNryM8l8DwW31PX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDLr3q905V1-WJV7CgQ7KW3KVvZP298kTTN3sRF-cZVRzrW98kg4g5MtcSZW4rQkcd9lSgkQW4yvmNn7VVzcGW6sJ-Db7Yc2NRVP4VNt21w11yW6hQBzL5rTlcFW6Phwb-8SxDTqW2sZkSp8MLLh_W1Ndvlh5xd7bdW9fFR347h-ntdN67tf38k1mLSW4VL3VN4QDhDFW65L4ct3VzCkRW3vBhCq7LNTW_F3G4NW5K6C7W6pQcGg5yWBmbW5Zstsj3WQ779W8DB1hc4lKKWLW7Lr_zD2K92QzW5Fz5T_3WXMK_W4f8g8b9krC1tW1PxP3L1tnjNB3h081
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgR7vN2hSzJRnGP9ZW8cf9zc3YZmtBV25l7M7f1yMCW3c-NC45kJMRlW91XcMN8gQgTRW5wJnlF2CCMTgW1FFtKw4wwrrJW3W-f0S7jGYg2W3tBvCd6DR4NfVwCH1C1kNd4SW39qB-z1_VZZdN5lwbQ4Z9DtPW2DhZl18XPnbdW5N_Y0061Zn7vW174kwl7XCzCVW8KWNBm5CkyNQW5JwB997FMvRXN8KCl16CvJyRW1s15WK3sJQycW8wVM4p2QX8_7W4GDG_07qmb4qW1Xh2405YZmr83gDX1
https://www.yardeni.com/pub/cc_20220525.pd
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It worked, as the two-year US Treasury yield soared from 0.14% a year ago to 2.50% 
currently and the 10-year US Treasury bond yield jumped from 1.56% to 2.76% over the 
same period (Fig. 3). The yield spread between high-yield corporate bonds and the 10-year 
Treasury widened from 279bps on January 3 to 478bps on Monday (Fig. 4). 
  
For stock investors, the biggest shock has been that Fed officials now view a weaker stock 
market as helpful to the Fed’s fight to subdue inflation. Kansas City Federal Reserve 
President Esther George said on Thursday of last week that higher interest rates are 
needed now to bring down inflation and that policymakers are not focused on the impact 
that is having on the stock market. In a CNBC interview, she noted that the Fed is looking to 
tighten financial conditions—of which equities markets are a component—in an effort to 
tamp down price increases that are running at their fastest pace in more than 40 years. 
  
So the Fed Put is kaput. This explains the market downdraft so far this year, which is cutting 
deeper and lasting longer than a typical panic attack. But this one won’t end until inflation 
moderates significantly all by itself or with the help of a Fed-induced recession either by 
design or by accident. We still expect that inflation will moderate from 6%-7% during H1-
2022 to 4%-5% during H2-2022 and to 3%-4% during 2023 (Fig. 5). We think that can 
happen without a recession. Nevertheless, we now are raising the odds of a recession from 
30% to 40%. Below we explain why. 
  
Strategy II: New S&P 500 Forecasts. But first, here are the changes in our related 
forecasts for the S&P 500: 
  
(1) New revenues. We are lowering our estimates for S&P 500 revenues per share from 
$1,790 to $1,750 this year (up 11.6% y/y) and from $1,945 to $1,875 next year (up 7.1% 
y/y) (Fig. 6). Those are not recession-assuming forecasts but ones consistent with a soft 
landing, lower inflation, and an increased risk of a recession. In other words, a recession 
still isn’t the scenario we view as most likely for this year and next year. 
  
(2) New earnings. We are lowering our estimates for S&P 500 operating earnings per share 
from $240 to $225 this year (up 7.9% y/y) and from $260 to $240 next year (up 6.7%) (Fig. 
7). Both our revenues and earnings estimates still assume boosts from higher inflation this 
year and next year, but less so than before. 
  
(3) New margins. Weighing on earnings are cuts in our profit margin forecasts from 13.4% 
this year and next year to 12.9% and 12.8%, respectively (Fig. 8). We would be forecasting 
much lower margins if we expected a recession. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7Cg-g4V307cx6Cl-RDW5D96T071kTTtVfTW0L990MnRW1v6LL743HxPxN4djCzTCJHf7N8Ql3tT98VzJW5fwHKl683y_MW239bwM6H82-3W5mGVKk6Z6MJTM9Jk5wwX9yBW7XVSm44rln-YVnYR1_3TrcCwVHlH9f2V6x4tW2YJktr6mwDcKW210y3Z5rJ4mlW2nPx5b6pwT0rW8wtbj23jP_0xW42Zl4L1_ZSKVW3Jq0gs56YJ5BW8RVf6638Tl1PW1q6htx6TYFqWMR4pvXPHKPC390F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgP1QW6bVmjT3tNSm6W8GVwDJ6NMVk3Vk5mRw4-NNjsW5XK-J65SCdb8W2GD7XK38qfx9W81NPHg98LD_xW1pgJLh67VzM7W56ZHqx38BZBrW6NWqj464qsT_W6Qmj1M3Zqw9GW2q6fgT1skylwW799n2m7Qd15XW4m7YQD64BFd_W1Q4h6t7fR4m_W7fP-Kv7JRS6fW5DYknh2FHBPlW95c1gp3rCcTKW7spYlx5ctTz6W4gZKwX1x2PykW2DDKYk2cCrF5W31tP605wtcqJW44_X1C34zC0p31Jl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDMk3q90_V1-WJV7CgZv8W708hlV5BShY3W7H21CT33qspSW2ddf7s1_XmX_W8Tj57j683ZC_W5V9f1R33qMRbW5qT_lk70PRrmN3v-jvSl4CvKW62LHjq2fjSlxN30vqCHkCWyRW72QMr66YfK-hW5pLd-21JpRs4N4kNPDY8mVT4W515QXC8w59R_VMt-Z44cqvlYN2_Jk9Qj_g-_VvdfFd4_bs1LW4Fhf3w8MqvNZW7k4dkH2gBj6JW3D6JMr76HJP0W95Ggjg1lxmSPW4TVSCW2rxDBWN6HSDJxZ458zW7rtNKN5C4f3YW2BCQGH1wTNdFW4pQgPM76Hg6dW2fQGRY8GJKxjVLFd2R3CM5W_W5HXCB-9jCy0SW2rDC9S9kzz-sW3q0VND3sNvd03cX11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgZH8W5Lgdfc6WdSFRW6sXVfp7QQSlfW4f_0hV1z0t18W1gfx1y9dtQS4W9bXyLf5vgJ5rW68gM3b6wCtVQW1PxkJr13j73FW4CFzCH35X7y1Vz2vQ-8kT_HyW51rHf47-3PK1W63W4PQ5m0wnNW89HrxY9bLzfPW9d0dpc7HLjpkMYGMtTNL0ylN2gZX7Nr2w_xVt193h9j9DJRN5kscLCpS_BmW1df4h98dcHxWW1f27yH5KnrK1W6rf8x26MPdZkW8cMzVq2FqL9PW5K6jWJ9446Cc3lgj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDKS9kQw3V7Wycr7CgHKQW5RSv1C58-D6YW7kqP9Z75zLLhW2ZSmqL7xqYGXW7rlJ_k3h3CbQW33TQMG59r9SJW5Yf2VH2Mm2XCW8zG2pF32j5cQW8SnSBN2ppwQ4W9lcNp810W_23W8xtMV16X8_wsW7xcJCz5ky_n4V8W-S27Vy_gqN4NJBRBs9fvhW6DFQfR8kxMFcW47gs5v5DKdbXW6jN1qK8KpSgPW3PCjPf3RgBKFW1QVrzc6JSfvrW55psQp7MJbSGW5l9v9f6WG655W10Yv7q1_sD1-W2mGqmy1ZPm4KW8QLTt_3Fq-lzW6g20WL6RYyshW3Gzc-f3Sq75QW57phWj1NZwX4W161n9H5BDDPkW7Gbcn-7LxVVYW4SY3kC5ZVxvKW6YNfHd6Qb9rtW2csT8y8ShvKYW3xxm421T9TLfW6M8vVS6Xm4L7W5J7Zvc2V1KsYV3WJVl8NmBdXW33dNJR5STqhYW61MPqT6KxTd4W2_lxNT3pWzqPW60hSp97ZlbGyN71sF5rsPNCbVHd42S8vwdqkW52tz7T4t4jL4W69rht13tlynbW7W9JYv4zkLxHW6V9W156PpzY4W3gFF6N4qRg3WW2nsq-l94jJwKW665tDn5jghnzW4WCRTH59_sspW2Z3d6d7pp5lyW2ygXgZ6WW3G0VcvTKQ74VzkfW4Qnz7q20MLQ5W6600Sh8S0KR-W2NPFkV8w_QY8W5DQHD88zWLrPW71t_YB1f1v7LW4TZDh63kq4SrW276gtD6SL6ymW5GBgKK5Z0T-KW7W9y746jZllRW47vKcw8Js4YRW7Ns-yF9cz4pdW7rRf5n3C2mhkW7JwHCF8ZxFdcW2Gj8821gcNz_W1clBRk942b82W2_mQFs7R3qz03bDR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDKS9kQw3V7Wycr7CgX1LW1B-X7-4CfSC0V9V3DF7PPxmSN3FJRkjst6nVW8K2Jt-40-YvjW6P7--43_H53zW8J5YCs8Z-HMkW8G67YF1qrxzvN1vPwwd7d0jpW1NkvnT1F_XMmW3L7tdV65YRzrW6d5KK94X5X7yW2WpCXJ2l4gLtN25-4Q6-W0ZYW2rp8wN3JyrY5W1w2YGc8zNhk6W5m9nX84N9x8gW2JGW9s94sBzNW26p4X_8N8fwWW4MnfRg5Z1jVlW5PVn6V4rW4CPW1q5d3J8t_fM9W3dxt656vmJXjW9lpkJh6GXDYmN1Fd-GmrBxxrN3mnhFPF_6PhW8TQJzt15z_nXW2k6-t71kc6H8W6NpxWt8l8lgcW4b24Wr4wMbTCW23lKZp7-X84vW5HL0zF7S5bPlW2ZpGtl3QmRPJW5gYNKD6yB1SjW4RkrCY657tnsW1LhVKD95J_z3W943fbW2dtkdVW78JvT329gm27W5dGbFv4Xlv2pW66fJwQ7rwqpPW8FR4kK7kvfD4W4MM_666Xmk-qW6xJtzq7XbmGbW2prvXQ4qfRVvW3hJc-c3RxG21W6nLKJz3L-Lz7W2Vn5GM5ywkcFMb0nc4L6vx5W239qwy3QRW7WW86K6hp5T8dFqW5lx0b-27CkGqV2pHCf7BByGfW9jC9PT6SZSCnVs7zTC5JkRWrW3WHtF45yZB_nN3NhJ-nYMbSLW3Hrpbn1njmfMW483MFW8rm6SDW8GYtC47jVx9sW2CykYd7KPGlLW32PjPh4QY05sW2l80dQ6jW4bQN3JvnDX2r6QXW4f18fH94ZjZFVrzkwT3w1Y78VCJCGL3Z3hhYW5mPx6B7LykClW40tcMP6JBX2HW4Wb9H67-RP7938Ht1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDKS9kQw3V7Wycr7CgX1LW1B-X7-4CfSC0V9V3DF7PPxmSN3FJRkjst6nVW8K2Jt-40-YvjW6P7--43_H53zW8J5YCs8Z-HMkW8G67YF1qrxzvN1vPwwd7d0jpW1NkvnT1F_XMmW3L7tdV65YRzrW6d5KK94X5X7yW2WpCXJ2l4gLtN25-4Q6-W0ZYW2rp8wN3JyrY5W1w2YGc8zNhk6W5m9nX84N9x8gW2JGW9s94sBzNW26p4X_8N8fwWW4MnfRg5Z1jVlW5PVn6V4rW4CPW1q5d3J8t_fM9W3dxt656vmJXjW9lpkJh6GXDYmN1Fd-GmrBxxrN3mnhFPF_6PhW8TQJzt15z_nXW2k6-t71kc6H8W6NpxWt8l8lgcW4b24Wr4wMbTCW23lKZp7-X84vW5HL0zF7S5bPlW2ZpGtl3QmRPJW5gYNKD6yB1SjW4RkrCY657tnsW1LhVKD95J_z3W943fbW2dtkdVW78JvT329gm27W5dGbFv4Xlv2pW66fJwQ7rwqpPW8FR4kK7kvfD4W4MM_666Xmk-qW6xJtzq7XbmGbW2prvXQ4qfRVvW3hJc-c3RxG21W6nLKJz3L-Lz7W2Vn5GM5ywkcFMb0nc4L6vx5W239qwy3QRW7WW86K6hp5T8dFqW5lx0b-27CkGqV2pHCf7BByGfW9jC9PT6SZSCnVs7zTC5JkRWrW3WHtF45yZB_nN3NhJ-nYMbSLW3Hrpbn1njmfMW483MFW8rm6SDW8GYtC47jVx9sW2CykYd7KPGlLW32PjPh4QY05sW2l80dQ6jW4bQN3JvnDX2r6QXW4f18fH94ZjZFVrzkwT3w1Y78VCJCGL3Z3hhYW5mPx6B7LykClW40tcMP6JBX2HW4Wb9H67-RP7938Ht1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgQfSW33Q1v53XYyMdV2cy_T5nC-cYW8RF0-Q6-LyFGW1Mt_Cm9gDBkBVnpWcx1M5G6yW6dWDlk14blmxVzQDM36BkhbQW1SmjLP85PB2VVKPTW41sD6J2W3l4Lh_5ylc8xW4C-Cw51-nlrVW7jCcM22330xWW8C2Zyc5BfXqnN55DG-mxgScDMcv0-0fbmmwW5jtXqN4LswbzW72MJHb2m7F9FW6DZPZp31L4MXW6NtxrW1lVzRWW2PKKqg1DNbW5W3Lv0XW7rtv1dW3t0yMr1RDS_L38xg1
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(4) New forward earnings. We are lowering our targets for S&P 500 forward operating 
earnings per share at the end of this year and the end of next year from $265 to $255 and 
from $300 to $275 (Fig. 9). 
  
(5) New forward P/Es. We also are lowering our S&P 500 forward P/E ranges to 15-17 for 
the end of 2022 and to 16-18 for the end of 2023 (Fig. 10). Again, these estimates reflect 
our expectations for some moderation of inflation, reducing the likelihood that the Fed will 
be forced to tighten to the point of causing a recession. 
  
(6) New S&P 500 targets. As a result, our target ranges for the S&P 500 stock price index 
are 3825-4335 at the end of this year and 4400-4950 at the end of next year (Fig. 11). We 
still expect to see a new record high in the S&P 500, but not until late next year. 
  
US Economy I: Upping the Odds of a Recession. We are raising the odds of a recession 
because of rapidly spreading pessimism about the economic outlook. We could all talk 
ourselves into a recession. If a recession is about to happen, it will be the most widely 
anticipated downturn in history. If something breaks in the financial system, as seems to be 
widely expected, it will be the first time that’s happened so early in the Fed tightening cycle. 
  
As we’ve often noted, the way recessions usually came about in the past is that Fed 
tightening cycles triggered some discreet financial crisis or other, which turned into a 
broader credit crunch, which caused a recession (Fig. 12). That happened because the 
credit crunch either depressed borrowing and spending by consumers and businesses 
and/or burst speculative bubbles, with recessionary consequences for the economy. 
  
The recessions of 2000 and 2008 followed the bursting of the tech bubble and the bursting 
of the housing bubble, respectively. The recessions of the 1970s and early 1980s were 
mostly attributable to credit crunches that depressed demand for goods and services. What 
might push us into a recession this time? Let’s see: 
  
(1) Foul moods. Investors are in a foul mood for sure. The Investor Intelligence Bull/Bear 
Ratio has been below 1.00 for the past three weeks (Fig. 13). That’s a bearish reading and 
widely considered to be a contrary indicator. Maybe so. But it hasn’t been working as one 
so far, as stock prices remain weak. Consumer and business confidence indexes are also 
very depressed, and they’ve tended to be leading indicators of the economic cycle. In other 
words, they may be signaling an imminent recession. 
  
The Consumer Sentiment Index dropped sharply since the start of the year through the first 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgRVXW91KdzN19qMDDN7rMBb2SW9RVW1Zl3Vw7n6xkVW4J2l9_6wfZVlW6wfDP_1XNjV-N3SVMPv91rqRV8yh-W442Gd0W1mLMhd5-CgbKMWrWXvYb7mLN892VYxr58L0VJMnrJ8jxG2pW60H1rW1_jxP-W5tcjWP2T_m3kW8sf3wM4jn4dSW4q6dqk3w3zGwW19_byX8bWj8KVnzJrX6bfdPhW8QHhkJ3BDy0FW3M9zpc2srNmyW5kL4pk6h4djTW2hByRw72vHR7W1rG1wV1Vbkk73b3y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgMksW5fBzGT2RP_kjW56LBkp6VqD6TN3y4rBs1Cd1YW1JNfyg1YT_45W4CRH5M8JpHTYW1kt-h55pR2KMV9HcQ88dtx3sVM_vC36Ycp8zW5pF36q1jJJGVW62kts25RmsGvMy8Z0Slq356W95BfZ64SrY_hW4pMtcr4hCqW0W3fHynf52l5fYVsZvPg4XwsmXW2CHp8P90TCPLW2kl1gX3bBhrdW5w7cd_1QgmqMW4GDmtS1qt-FvW7wWpZ26RRNSNW1_6kg675StGlW8ZsjSx7QxSml33t81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgJ7DW1RsKx84FG4xwW6QSSfC4GmhZ_VSqYQR14L1YNW4kf3y68WPmQkW4j6h675qRc9_MhsdvCGRqx7N5k-LHkn19bKW1nY9gq8F-kkzN8DFCYFVmdLpV-CfR114d76tV_2tK65PrppdW7mZz8H1p0FqWN3ntYVYcbK9VW43gvGQ49NylrN7gVGWSM0J9KW5-p5MZ7p97f4Vn_CJ21vlWP7W6FsLc-8mF_z2W2YKB-N8g0fHjW32wVl25KFMXVN1r_RGQ29K71N7t2CBMSKwd131Np1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgzMVW8w-Qq56txz9BW9dgYPC4cyY0wV8vXb24W18pwW2S5hDZ7nwNVFW35fysd2F90w6W1X-D7v8lw1JDMrr5k5fy2TSW6F6kSK2gvttCW4PVXhr4cy_t4VYTH141j-kXrW2j8qV52ncGPLW33XXvT8V7S9hN6JtBV_qT_dkW1-xmyD2WbGbPN3Pg_4HCr3gtW4Np79-2XKyS7W7bZv0T3S5NQYW2-z2mf4hyRYcW1TyfFG2R-5zlW5NFVfV1f6mJ_W4gPDWP35mf0cW8kMqXB8QJdyS345t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgPLkN5xKFfHNS-JgW4n1mxt8Wj2fLW5lBRgC2dRCyBW62bkF_8K-b8XW8zddRg3Jj-1gW1rsrcK47MptXW6rTN1k8XcPMrW1pmM7861VYmBW2JqXqn2bM-7KW5z539C1LVSjJW7_3Sdb2r2nvJV24H2x1rmqT_W5KN96M7rx-ctVmNgW36XrdPTW3k0-XK7NJY7XW35z_134VxmclW1Mctmg74GbVWW6tmPMQ28N5gcW18mHpw4k497zW2gKmJB450yqlVG7XTW3sqdzJN2h-4KXKDksj39Cp1
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half of May (Fig. 14). It is down to readings comparable to previous recessions. It is much 
more sensitive to inflation concerns than is the Consumer Confidence Index. This explains 
why the latest reading of 59.1 is well below the lockdown recession low of 71.8 during April 
2020. Even more depressed and depressing was the record-low reading during April of the 
business outlook index compiled from the National Federation of Independent Business’ 
survey of small business owners (Fig. 15). They are complaining that their costs are soaring 
and that they can’t find workers. 
  
(2) Depressed regional business surveys. We now have the May results of three regional 
business surveys conducted by the Federal Reserve Banks of NY, Philly, and Richmond. 
They aren’t pretty. The averages of both their overall and new orders indexes fell below 
zero for the first time since the lockdown recession of 2020 (Fig. 16 and Fig. 17). Both are 
highly correlated with their comparable national M-PMI indexes. Meanwhile, the average of 
the three regional prices-paid indexes jumped to a new record high during May, while the 
comparable average of the prices-received indexes remained elevated near its recent 
record-high readings (Fig. 18). 
  
(3) Consumers losing purchasing power. We expect to see consumer spending on goods 
weaken, reflecting the satisfaction of pandemic-related pent-up demand as well as the 
depletion of all the free “helicopter money” provided by the US Treasury and the Fed during 
2020 and 2021. We’re all now paying the price for all that not-so-free money via rapidly 
rising consumer and producer prices. We do expect consumers to spend more on services 
unless soaring grocery and gasoline outlays force them to cut back their discretionary 
spending on both goods and services. That could cause a recession, but it would also bring 
inflation down quickly, in our opinion. 
  
(4) An old-fashioned credit crunch. We can’t rule out an old-fashioned credit crunch. As 
noted above, credit-quality yield spreads have been widening since the start of the year. 
Soaring mortgage rates are weighing on home purchases. Something could break in the 
financial system. However, as we’ve previously observed, that’s not what we expect given 
how much excess M2 liquidity there is in the economy, about $3 trillion, and how much 
corporate debt has been refinanced at record-low interest rates over the past couple of 
years. 
  
US Economy II: The Optimists. Notwithstanding the widespread pessimism today, a few 
groups of people collectively remain optimistic. Industry analysts continue to raise their 
earnings estimates to record highs. Corporate executives are snapping up shares of their 
own companies. CEOs remain mostly upbeat. Consider the following: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgFj-W1SbpJG5fJMVXW4m3XGX596k_gW4xtjYR6FPYKXVK6kZz2cJ5dpW8Xhjw92hnMmWW9bdKCx76s86YW8hrMG733p8b7W4ywY-54kvn-HW6hKkPQ7TfXn6W2whx9k6-BWX1W7y7jSg2kDKHtW9fY9Kh5W2mC7W1dB10w4Vr6YlW5Ts9Lm3NZzlXW8bcnkB5chZmWW36_NKF2CKrMPMYnJZtD5V9WW1P1Hxx2fFvDmN13bRqGrWx6lW5X1BGH62S29nTLgbb88MSvPW7gQdc63YG8Tb32kr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgSJhW7jhSkF1pcLv-W7f060P4vwLG-W4H9wVk9bD-v8W8fn_yg5lq3_ZW8hHVMz7HmBd9W5v82z98Ycp54W5GsW_83nrBg-N5w6VDQ8htbpW8316zF948sF0W627Y2w125yPGW1gTK0d5wjjrpW6dc6ZJ7_6zP4W1fxXhs1Kz_yRW6tf3661cHscWW8S4hrN8wHTrMVFcl0x2V_Cj9W5WRxrK7WPMYXN6-vj8vvxNtpV1xn1c7zGwRbN8WrXnyLWtFhW3bJkpW6PCVXbW94CpJy1VWzwd3qbX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgRV0W7--jjD1qCFd1Vt6f1l22PzSHN2q01LbL3s_DW3VLgql52NNK1Mjm5gDLdHtmW25vY661T7gcFW2q_gkP5B1T55W4q2fBN7QCslzVJ1hmh61tBfHW4t5LRf5JtJTVW5Dz8bN23fkqyW1gdXXl77_dPNW6YnyVW8Rxr6qW4bX0fr6LD6_-W3j97rM56pxr1W8vW68G1d7SkMW1Y8pDN4gKlNRW5gDPjC7nh-W3VYz1MJ1hjt2jW5bHN_Q7mwXk3W5VVGpc6NvMQsW470t5K6DpRFk3jV01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgB6XVyxpQS1x4X6jW7x4NgT7V3CRgN12dMCXM5QsjV5csP51-QvRpW8yfgSX4NdqBsW3ksN7W6jZkgVW3P_LCW5VpCY0N3dlb32ZlYvzW4dZqhW12ZrF7W4sFHX44c_SM1W8yYC253mwrTjW1kj45_3khpJ_W1wk7cw69WF78VtQMXd2cdgWVW5rmCzT1MRjBbVdNV_H1cD7VyW2Rvx-d5mNxh3W4LsTWM1pNbmJW5TKbhf6J4t2XW3W8KBP23kWPSW5PV82j625X8xW3qCc-f97kL5N36CZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgP-mW3rF6K67g-t5qN6c87qV5q15hW3vSvTY6m49tDW44B4jR8jRqcdW8Cdlfr4tKPNXW8fSknx1hMbp3W7vf-h-5Nyr6RW46yDyb4F6JS-W2z92VV1_d70_W7yw70h2wv-wGW2Cc9JR8VrdmfW4HBkWC7NN6v9N11tp2X4lzRZW84Wm_c2hMY93W4X2Tcg1pYGMyN1-gWz0F8VCHW6l1v2P5s9NB3W5-MnLk1hGFyPW4m24yv5cYMGCW4kYld28VyWC_W1F2C1w8-96t-W4RfK5y2V6dhS35py1
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(1) Are industry analysts delusional? Investors have been slashing the valuation multiple 
they are willing to pay for the consensus earnings estimates of industry analysts since the 
start of this year. At the same time, the analysts have been raising their earnings estimates 
for 2022 and 2023, as reflected in the forward earnings per share of the S&P 500/400/600 
composites (Fig. 19). All three rose to fresh record highs during the May 19 week! 
  
Forward earnings, which we derive as a time-weighted average of analysts’ current-year 
and next-year earnings estimates, tend to be great leading indicators of actual earnings 
over the next 52 weeks. The one important exception is that analysts typically don’t see 
recessions coming. When these events are obvious to everyone, they scramble to slash 
their estimates. If you agree with us that the economy is likely to dodge the recession bullet 
over the next 12-18 months, then investors are probably seriously undervaluing the 
analysts’ upbeat earnings outlook. 
  
(2) Why are insiders buying? The May 23 Bloomberg included an interesting article by Lu 
Wang titled “Insiders Put Recession Angst Aside to Binge on Their Own Stocks.” The story 
observes: “More than 1,100 corporate executives and officers have snapped up shares of 
their own firms in May, poised to exceed the number of sellers for the first month since 
March 2020 marked the pandemic trough two years ago, according to data compiled by the 
Washington Service. The spike in purchases comes as investors pull cash from equity 
funds. Those tracked by EPFR Global just suffered six weeks of outflows, the longest 
stretch of withdrawals since 2019. Meanwhile, Wall Street strategists are scrambling to 
downgrade market outlooks, saying the Federal Reserve’s aggressive monetary tightening 
risks dragging the economy into a recession.” 
  
Count us among the strategists downgrading our outlook but staying optimistic nonetheless. 
We certainly are encouraged by all the insider buying. It represents a strong vote of 
confidence in insiders’ own companies and in the economic outlook. 
  
(3) Will CEO confidence wilt? Finally, we note that the Business Roundtable’s CEO 
Economic Outlook Index remained near recent cyclical highs during Q1 (Fig. 20). We 
expect it will remain relatively high during Q2, especially given all the insider buying that 
occurred during May. If so, then capital spending should continue to rise to new record 
highs. 

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgHfKW520TlD6MXL_mW4cq6QZ7GVg05W2KL64b1Vw1VtW8Fgq6Y6wVGn8F14RqhHjrBbW2ZX11g5dTNcNW98-CDY8T0Tq6W72ztlf4Hd0WTW2C8bvY8Qm_QfW6hk8-X5pj82wW3yfN9t6zVC6kW1R7Lx61tszB3W1cWTLS7ZX-G1W7Pz2cy931XsPVCcqjs3pCw3lW7057n77sSFvlW181-jk3mF9zvW3Cn9kf8fH-WVW5pbN1J3667kPW15d1WW4cpc5lVq5tvg4kJQSVW7lL6kQ8Ky0M33dsF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDKf5nKv5V3Zsc37CgZDsN8Syw7xCWxRzW45fGz36F1WLHN6GWrlDmdcc4W4VgQ1x2qHWwLW6w7Mcs7H7WWxW8xVvN_8dKrV-W4YV_YQ8_D5NPW1czbhR2Mf-LsW65Fy3H2ydq1FVRHv-j3GyMgnW4vrjTX1YHVPgW2NjskS6H-5jtW1KHN1f4ycpT4W8RgwZm8-ll9XW1zN4Sj4TvXvSW5HCkd34h8K1sN23Pkj9zsbFgW5JNDtg4nRRKcW1dfJk589ZfY6W8S5nPs60cmChW5BDN9x1BX_vqW4jrPzz8z4SnwW6Q0TKl14LmStTwLjP8hz8qLW55xkNM60H2F2W5BXdMD1wgGxcW3zcwF942MV9KW8DXGdz8Z1C1dN7KS4bcDKZF5W1-SnG77wW7CdW7H6-dK3K9v8VW7tFsSQ3dSDJS3cn-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgGj2N68qhHy544-HVP3fTN5z3bhpW953LvR6495zLN7FwwMRY64dSW6QVPxv8tJzBrW7scRyl92YDgzW2Rzx1P2DrDKBW8Sg_zC1xPhZJW1cNCFk8LBSXzV82kHv5n-tmpW8Kzy386y1GlvW4-3h2N2j_GPgW4mtZP-1mctq4W5-Mdvn58jcW5W8nH4hj927FPVW7H-Xhy80gjk8W47knFm7znwfWW6sTt-N5jwCrWW8gKV099dMsCjW83D8473MGCP8N7C2k_-zPNfJN8hYWB_8K5653pZ_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgPqjW2Ks-635kb1kcW6PZFBV5vx0CdW1ksn9n1H3j4JW37J0P-5bCxYbW5vnyrg1ZH3FdW6HK-Z51F_9STVY5Gf-8S6lY7W7Kx8ts4PQHrzW7dzP29630dLJVpV1BB3lVjSJW2pwX8F8jm5MyW936VVC6WDn4RW4KkT8z60rWTrW5bs8K46s4KDYVSfb0J9jmT28W1fNZQX2_D9xhW4-2Wjw43ClmLW54BPjh1qB1GmW7N_dxH8vY4RtW93-pw129LbBNW6ZSXHz7NzQmYW2PCTK46DHpLP382w1


 

6 
 

Calendars 
  
US: Wed: Durable Goods Orders Total, Core, & Core Nondefense Capital Goods 
0.6%/0.6%/0.5%; MBA Mortgage Applications; Crude Oil Inventories & Gasoline 
Production; FOMC Meeting Minutes; Brainard. Thurs: Real GDP & GDP Price Index -
1.3%/8.0%; Core PCED 5.2%; Corporate Profits; Kansas City Fed Manufacturing Index; 
Initial & Continuous Jobless Claims 215k/1.31m; Pending Home Sales -2.0%; Natural Gas 
Storage. (Bloomberg estimates) 
  
Global: Wed: Germany GDP 0.2%q/q/4.0%y/y; Germany Gfk Consumer Climate -26.0; 
France Consumer Confidence 89; Japan Leading & Coincident Indicators 0.9%/-0.1%; ECB 
Financial Stability Review; World Economic Forum Annual Meetings; Lagarde; Lane; 
Panetta; Beermann; Kuroda. Thurs: Italy Business & Consumer Confidence 109.0/100.5; 
Canada Headline & Core Retail Sales 1.4%/2.0%; Australia Retail Sales 0.9%; China 
Industrial Profits; World Economic Forum Annual Meetings. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Earnings, Revenues, Valuation & Margins (link): The S&P 500’s forward profit 
margin ticked down last week to 13.3% from its record high of 13.4%. Since the end of April 
2020, it has exceeded its prior record high of 12.4% in September 2018. It’s now up 3.0ppts 
from 10.3% during April 2020, which was the lowest level since August 2013. Forward 
revenues and earnings were both back at record highs after ticking down briefly in early 
February. They have both been making new highs since the beginning of March 2021 after 
peaking just before Covid-19 in February 2020. Since the Q2-2021 earnings season came 
in way better than expected, analysts have been playing catch-up with their lowball 
estimates from the Covid-19 shutdown period. Prior to this catch-up period, consensus S&P 
500 forecasts had been falling at rates paralleling the declines during the 2008-09 financial 
crisis. Forward revenues growth rose 0.1ppt w/w to 8.1%. That’s down from a record high of 
9.6% growth at the end of May 2021, but compares to its recent 12-month low of 7.1% from 
early December. Still, that’s up from 0.2% forward revenues growth during April 2020, which 
was the lowest reading since June 2009. Forward earnings growth ticked up 0.1ppt w/w to 
9.9%. It remains above its 16-month low of 8.2% in early December. That’s down from its 
23.9% reading at the end of April 2021, which was its highest since June 2010, and up 
substantially from its record low of -5.6% at the end of April 2020. So far this year, analysts’ 
revisions to their forecasts for 2022 revenues have outpaced their revisions for 2022 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDLr3q905V1-WJV7CgJT_W19tDnW8mrY-GW6NnQZH36NkgbN1QWnHHTWbqxN2s7hNJhfVvGW6BvLzw1bq2PcW8m9mQB38nW3NW3BB_cS917RFmW1fbn_W1cjnWwW8VZhsn43zW6FW3nYlN_56JjRpW8YnBfh23QQKXW1SL0D054thLCW8HyrC84Z9CkhW2k3Ncq5-kJVqVf1NBY37xC0CV18_vR7KjSxlW93TGsP1-cRlXW9l17rP3cbwJxW98FpKV6pCXBrW8lR_Zd3svRLHW4LbrT-84r816W2lfZ1C6TKytJW7HNqH84cQN6WW8S_-7B5Ls8_R3q1z1
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earnings, so the imputed 2022 profit margin estimate that we calculate from those forecasts 
has ticked down 0.2ppt to 13.0%. They expect revenues to rise 11.1% (up 0.2ppt w/w) in 
2022 and 4.9% in 2023 (unchanged w/w) compared to the 16.4% gain reported in 2021. 
They expect earnings gains of 10.5% in 2022 (unchanged w/w) and 9.7% in 2023 (up 
0.1ppt w/w) compared to an earnings gain of 51.0% in 2021. Analysts expect the profit 
margin to drop in 2022 to 13.0% (down 0.1ppt w/w) compared to 13.1% in 2021 and to 
improve 0.6ppt y/y to 13.6% in 2023 (unchanged w/w). The S&P 500’s weekly reading of its 
forward P/E remained steady w/w at a 25-month low of 16.7. That’s down from an eight-
month high of 21.7 at the end of 2021 and compares to 23.1 in early September 2020, 
which was the highest level since July 2000 and up from a 77-month low of 14.0 in March 
2020. The S&P 500 weekly price-to-sales ratio ticked down 0.01pt w/w to a 22-month low of 
2.22 from 2.23. That compares to a record high of 2.88 at the end of 2021 and a 49-month 
low of 1.65 in March 2020.  

S&P 500 Sectors Earnings, Revenues, Valuation & Margins (link): Last week saw 
consensus forward revenues rise for eight of the 11 S&P 500 sectors, forward earnings gain 
for five sectors, and the forward profit margin move higher for one sector. Nearly all sectors 
are at or near record highs in their forward revenues, earnings, and profit margins. Energy 
still has forward revenues and earnings well below record highs, but its profit margin rose 
0.1ppt w/w to a record high of 11.5%, exceeding its prior 11.2% record from August 2007. 
Financials and Utilities have forward earnings at or near record highs, but their forward 
revenues and margins are lagging. Only three sectors posted a higher profit margin y/y in 
2020: Consumer Staples, Tech, and Utilities. During 2021, all but the Utilities sector posted 
a y/y improvement. Five sectors are now expected to see margins decline or remain flat y/y 
in 2022: Communication Services, Consumer Staples, Financials, Health Care, and Real 
Estate. Here’s how they rank based on their current forward profit margin forecasts along 
with their record highs: Information Technology (25.4%, matches its prior record high from 
late February), Financials (18.9, down from its 19.8 record high in August 2021), Real 
Estate (16.9, down from its 19.2 record high in 2016), Communication Services (16.0, down 
from its 17.0 record high in October), Utilities (13.8, down from its 14.8 record high in April 
2021), Materials (13.6, record high), S&P 500 (13.2, down from its 13.4 record high a week 
earlier and during March and April), Health Care (11.0, down from its 11.5 record high in 
early March), Industrials (10.3, down from its 10.5 record high in December 2019), Energy 
(11.5, a new record high this week), Consumer Discretionary (7.6, down from its 8.3 record 
high in 2018), and Consumer Staples (7.4, down from its 7.7 record high in June). 

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDLr3q905V1-WJV7CgBcFW53Kk8H2wVH0nVJ0lLW5SP9C-W7fcH9j8d0ZvhW4STgsq6s1l9yW1HMFtK1lGT7-W4FmZMm21CPt0W5ZH7CS2GMw1wW4MCmyH9l3df0N2kwsTPJBvJSW7H5kXK6SH3VRW393HYk6Cd_GjV6h2fp98_LcbW3TcKh518zk7FW92Ffm663gkLgW1qYjB_6Qs78fW2fSffr3lnCf_W2g72758HxC4LN2hN-9ZqFKh2W3VPfZ083Y-yGW8qcKBl7FwQGZN5Tl-1GjT23VN84qNQ51WtyGW6yVWgr3Mn776W1jjWzy93xCKx3fd_1
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US Economic Indicators 
  
Regional M-PMIs (link): Three Fed districts (New York, Philadelphia, and Richmond) have 
reported on manufacturing activity for May and show the manufacturing sector contracted 
for the first time since May 2020. The composite index fell to -6.0 in May after accelerating 
from 6.7 in February to 18.7 in April, with activity in both the New York (to -11.6 from 24.6) 
and Richmond (-9.0 from 14.0) regions swinging from expansion to contraction, while the 
Philadelphia (2.6 from 17.6) area experienced a notable slowdown. Meanwhile, orders (-0.9 
from 16.3) growth in May dipped into negative territory for the first time since spring 2020, 
as billings in the New York (-8.8 from 25.1) area contracted for the third time this year, while 
orders in the Richmond (-16.0 from 6.0) area contracted for the second time; Philadelphia 
(22.1 from 17.8) billings remained robust. Employment (15.8 from 23.6) growth eased this 
month, but remains solid, with hirings at New York (14.0 from 7.3) factories double April’s 
pace, while hirings in Philadelphia’s (25.5 from 41.4) slowed, though were nearly double 
New York’s rate. Hirings in the Richmond (8.0 from 22.0) region ran at roughly a third of 
April’s rate. Turning to prices, the prices-paid measure for the Richmond (151.3 from 118.3) 
region soared to a new record high, while the New York (to 73.7 from 86.4) measure slowed 
from April’s record high. Meanwhile, Philadelphia’s (78.9 from 84.6) also eased from its April 
rate—which was the highest since mid-1979 (85.4). It was at a record high of 91.1 during 
March 1974. As for prices-received indexes, New York’s (45.6 from 49.1) gauge eased for 
the second month from March’s record high of 56.1, while Philadelphia’s (51.7 from 55.0) 
slowed for the first time in four months; it was at 62.9 in October—which was close to its 
record high of 63.8 in the mid-1970s. Richmond’s (95.7 from 89.3) accelerated this month, 
though was below January’s record high of 112.7.  

New Home Sales (link): New home sales (counted at the signing of a contract) contracted 
in April for the fourth month after a strong finish in 2021, as soaring mortgage rates and 
home prices reduced affordability. New home sales plunged 16.6% in April and 29.6% over 
the fourth months through April to 591,000 units (saar). Of the 591,000 homes sold during 
April, only 164,000 were completed, while 242,000 were under construction and 185,000 
were yet to be started. Meanwhile, there were 444,000 new homes for sale at the end of 
April (the highest since May 2008)—though only 38,000 units were completed, with 288,000 
units under construction and 118,000 units yet to be started. At the current sales pace, it 
would take 9.0 months to run through the supply of new homes, nearly double the 4.7 
months’ supply in April 2021. Data for May show builders’ confidence fell for the fifth time 
this year—from 84 at the end of 2021 to a 23-month low of 69 this month—on affordability 
concerns. “The housing market is facing growing challenges,” notes Robert Dietz NAHB’s 
chief economist. “Building material costs are up 19% from a year ago, in less than three 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDLr3q905V1-WJV7CgVfhN2SM3pxh0LPSW3lZ_r-1lJrynW1TpgHT2kdDTxW13FdLH3lcNgDW10pXH17WCmyJW8KY7zg7FnYZ3N1v4_JsL5MltW4SRd3G61GLDfW43tTr33rBt24W8rWrwq2PbYHrW7BC7g48syQHzN78MFJGldnkhW2rjDZB7HSmq4W6tjGnW3LKz0kVrHSSz3rZQPJW4MTSzc8pq8-ZVC4pB63BjwkQW7y1xR-7WlFYJW6rXK_m4GgNRhW5Hdt6W2m7y4TW640Dxf1_g5mmVNnF4t6_XDPgW2H-Kp16fVNg5W5DhfNL7M78Xh3hS21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgFmVW1g5V4c4ky5v5N172P3cGVjkrW8Rh6nV5CpKR7VyY38-57M4mdN5Wndy6vDDpmW6GmZQS8bglMtN6GsFWjhM4w-W1DRpKl8ndkp-W1KCVMK8jpWvFW689z7y11Pzz9W3WK2Dy97w3nnW7H7-Pj7Fp0tTVYKTTn4wCTtwW2GhnXr783lpPW3mLm3T3Yfzn7VkfktZ6QDxtnW81H_x739BPMlW3GGJQj7YLndBW3XFjSv7PhFSHN8w-6qPlgZGZW3BKhVs48KY3YW2P32dX78n5KB3nqx1
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months mortgage rates have surged to a 12-year high, and based on current affordability 
conditions, less than 50% of new and existing home sales are affordable for a typical 
family.” Here’s a look at the ytd changes in the three components of NAHB’s Housing 
Market Index: current sales (-12 points to 78 in May), traffic of prospective homebuyers (-19 
points to 52), and future sales (-22 points to 63)—with nearly half the decline in the latter (-
10 points) occurring in this month alone.  

 

Global Economic Indicators 
  
Eurozone PMI Flash Estimates (link): “Eurozone growth remains robust in May thanks to a 
buoyant service sector. Cost pressures ease for second month but remain elevated,” was 
the headline of S&P Global’s May report. The C-PMI (to 54.9 from 55.8) slowed to a two-
month low this month, as the M-PMI (54.4 from 55.5) sank to an 18-month low; it peaked at 
63.4 last June. Meanwhile, the NM-PMI (56.3 from 57.7) also eased, though it recorded its 
second strongest performance in the past eight months—and was well above the survey’s 
long-run average. Both sectors continued to report solid hiring—with the service sector’s 
near a 15-month high. Looking at the two largest Eurozone economies, France’s C-PMI 
(57.1 from 57.6) was the strongest among the Eurozone economies this month, easing 
negligibly from April’s 51-month high—and far outpacing the series average. France is 
showing a two-speed economy, with May’s NM-PMI (58.4 from 58.9) exhibiting a robust 
service sector, while the M-PMI (54.5 from 55.7) exposes a slowing manufacturing sector, 
with factory output (51.4 from 51.8) easing down toward the demarcation line between 
expansion and contraction. Germany’s C-PMI (54.6 from 54.3) lags that of France, though 
is running close to its average recorded so far this year. Germany’s service sector 
continued to outpace its manufacturing sector, though the NM-PMI (56.3 from 57.6) eased a 
bit this month, while the M-PMI (54.7 from 54.6) was at a two-month high—with 
manufacturing output (51.0 from 47.7) moving from contraction to expansion. The rest of the 
Eurozone as a whole continued to expand, though the pace was the slowest in four months, 
reflecting slower growth in services and a near-stalling of factory output growth.  

Japan PMI Flash Estimates (link): Activity in Japan’s private sector improved for the third 
month, according to flash estimates, with the C-PMI climbing from 45.8 in February to 51.4 
this month, as the NM-PMI climbed from 44.2 to 51.7 over the comparable period. Japan’s 
M-PMI slowed for the third time in four months since peaking at 55.4 in January, slipping to 
53.2 this month. According to the report, the service sector showed its best growth in five 
months during May, as pandemic restrictions have been eased. Meanwhile, growth in the 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgKXrW5GjrS133yzgYW1KNcM46fXS7RW30m8YQ7F-GvzW3z9D5433cFV8W2N_hy12qrzSNW1d8Z0L8VK8GbN3CctkW63HmCW4Rg-Tt53QJFtW3gF9WZ5yrXFfW19dCKX5Cg8VrW4TxMMB15Tr5SW28mhk87vyNJ6W7NRsrZ5PK6ZbW9hvkD626Pk_9W16_5WD6xPlfYW2bd3tt1ssH5HW784YyJ2QR_RWW2K31cz17C-TcW8GPYMR7x0NvjW8Jjnd33jlDGfW5qkTF16TRtXKW3wC9H55tYlVD354W1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWW3km2JQdpjW6Mc3mX3q8Hs5W8JC1R54KtdxxN4vJDL73q8_QV1-WJV7CgLX2W2p_sVk4HpK9XW2s23D41bdkWRN95S-9RrDLGvW5TKQhl95sysYW2wv78Y8vLJnMW94yh9K5b97b3W295Xxl2f2h6YVbXdsj3xzCskW2SxBV53PKtHBV8Bs-J2CbhssVfKZBl5yPBPTW3W8-mz8plWvHW6jmPCZ7hYMsBN2L41qbCgkB3N3WbnCbcLBv9W5PcjQw6HBDyZW8w3CVy1lgjJ6W29Wv2g6T35mwW2vH9Qc5ydFbdVl_xx22tj7-hW8r1dp14mC-23W5y6F1R3ZXd9V324V1
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manufacturing sector was the weakest in three months as lockdown measures across 
China and economic sanctions placed on Russia amid the Ukraine war have intensified 
supply-chain disruptions—leading to “greater repots of material shortages and severe 
delivery delays.” In the meantime, inflation and supply concerns have eroded business 
confidence, which fell to a nine-month low this month. 
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