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YRI Tuesday Webcast. View Dr. Ed’s PRE-RECORDED webinar for Tuesday, May 31, 
available here. 
  
Strategy I: A Good Week for a Change. On Wednesday, May 18, Target’s stock price 
plunged 24.9% on disappointing reported earnings for Q1. Investors concluded that 
consumers were cutting back on spending and that corporate profits were starting to get 
squeezed. The S&P 500 fell to the year’s closing low of 3900.79 on Thursday, May 19 (Fig. 
1). At that level, it was down 18.7% from its record high on January 3. The next day, it 
briefly entered bear-market territory on an intraday basis, but it closed Friday just a hair 
above Thursday’s close—narrowly escaping being branded a “bear market.” 
  
Since the May 19 low, the S&P 500 rose 6.6% to close at 4158.24 on Friday, May 27. Most 
of that rebound followed Macy’s better-than-expected reported earnings, which caused its 
stock price to jump 19.3% on Thursday, May 26. The fun continued on Friday with a 2.5% 
gain for the S&P 500 after the Bureau of Economic Analysis (BEA) reported that inflation-
adjusted consumer spending rose in April and inflation moderated slightly. 
  
Investors concluded that the various earnings reports from retailers released over the past 
several days along with the BEA report suggested that their knee-jerk reaction to the Target 
news was too pessimistic, causing an unwarranted jump to conclusions about both 
consumer spending and profit margins. 
  
The conventional wisdom now seems to be more nuanced. Consumers are having to spend 

 
Check out the accompanying chart collection. 
  
Executive Summary: Valuation is in the eye of the beholder, but the economic outlook that influences 
it isn’t as subjective or hard to forecast, with lots of data available to help. … We think forward P/Es 
may be range bound this year and next and the S&P 500 may remain volatile below its January 3 high 
before climbing to new highs in 2023 and 2024. … Recession fears are weighing on valuations. We 
raised the odds of a mild recession to 40%, up from 30%, last week and again explain why. … Also: 
We discuss the variables suggesting a moderation of inflation ahead, led by consumer durables. … 
Finally: Dr. Ed reviews “Benjamin Franklin” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgKDMW9fjpJG15xc1NW6g1yyP8pJRlcW1ny72y3XLJVhW24P1235MZh6RW2s5JQ_6qbjptW63m9V27xJkChW7rNS-S53mpd7W749Bj35ZKfrxVGKCrk1Cp_6VW8bbdTF2pwnbhW87Cn9m5lGBQHW528Qjw4YdqJqW1Ssz5t7DQDLwW1mxyhh6v4N29W79nn506JmQk1VR-f6H2G1RXmW1F-Bt61ChS8HW8rPyDW13d8BWW436vmk5xZ6MpW2BxbgW7JqT_PW5w610c8rgylDW6Yhmwg8gbQB13jHQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgB8GW2BSk905Dfkd1W8ggct-2CKHmSW2kxh9l5Gl5cBN5RJXVKQd0-WW2B8hPC8ZrLgDW8TmyZM895_7sW6YnK326bBQkmW2Vyz503K1QwbN85FBPrqQYzXW3VRXD-7l1YwyW98zFHt2WRGv1W10WhMG289hgQW6c8hmv1PzyzbVXxVYx8xKtdTW8vwLW22Y-CSmW2G_-P_20RGlYW4RBH6956K-WJW5tNhtN3w5sXnW66TLF29lCSMsW2yJ6288fVrbfW6mwNCQ1QRPQlVX02NH6ShlCp34mP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgB8GW2BSk905Dfkd1W8ggct-2CKHmSW2kxh9l5Gl5cBN5RJXVKQd0-WW2B8hPC8ZrLgDW8TmyZM895_7sW6YnK326bBQkmW2Vyz503K1QwbN85FBPrqQYzXW3VRXD-7l1YwyW98zFHt2WRGv1W10WhMG289hgQW6c8hmv1PzyzbVXxVYx8xKtdTW8vwLW22Y-CSmW2G_-P_20RGlYW4RBH6956K-WJW5tNhtN3w5sXnW66TLF29lCSMsW2yJ6288fVrbfW6mwNCQ1QRPQlVX02NH6ShlCp34mP1
https://www.yardeni.com/pub/cc_20220531.pdf
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more on gasoline and groceries, which might be forcing some of them to cut spending on 
discretionary consumer goods. However, some of the weakness in spending on such 
merchandise may also reflect the satiation of lots of pent-up demand for them. The good 
news is that weakening demand for discretionary consumer durables may be putting some 
downward pressure on their prices. 
  
In addition, the BEA data showed that consumer spending on services continued to rise and 
that consumers dipped into their savings to offset weakness in their real incomes. We 
examine the BEA data on consumer spending and inflation below. But first, let’s review how 
the valuation multiple has been driving the stock market since the start of the pandemic in 
the following section. 
  
Strategy II: Valuation & Beauty. I’ve always maintained that predicting the stock market is 
easy. You need only to forecast two variables, i.e., earnings and the valuation multiple. 
Getting them right is the hard part. Getting the valuation multiple right is especially hard. In 
my book Predicting the Markets: A Professional Autobiography (2018), I observed, “Judging 
valuation in the stock market is akin to judging a beauty contest.” That’s because beauty is 
in the eye of the beholder. Behold the following: 
  
(1) Breadth. The S&P 500 equal-weighted stock price index was down 13.7% from January 
3 through its most recent low, on May 11. On Friday, it was down only 7.9%, while the S&P 
500 was down 13.3% since January 3 (Fig. 2). To a large extent, this year’s selloff has been 
led by the S&P 500 Growth index, specifically its MegaCap-8 components. In other words, 
the selloff has mostly reflected a correction of the pandemic era’s valuation excesses in 
these eight very highly valued and capitalized stocks. Now, behold this … 
  
(2) S&P 500 valuation. Just before the pandemic lockdowns, the forward P/E of the S&P 
500 rose to the bull market’s high of 19.0 on February 19, 2020 (Fig. 3). It plunged to a low 
of 12.9 on March 23, 2020. It then soared to peak at 23.2 on September 2, 2000. This 
valuation multiple lost some ground through the end of 2021. But it was still historically high 
at 21.5 on January 3 of this year, when the market rose to its record high. 
  
Increasingly hawkish pronouncements from Fed officials since the start of this year led to a 
jump in the 10-year US Treasury bond yield, which peaked at 3.12% on May 6, and also 
stoked fears that tighter monetary policy would cause a recession (Fig. 4). So the forward 
P/E plunged to 16.4 on May 19. That P/E meltdown retraced more than half of the P/E 
meltup during the pandemic. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5SZ3q90JV1-WJV7CgN9HF86fV3LwMgyW4D32ZY5fX_-1W8PYwfy8S4WvWW3FBz9T5SfdCJVxCnZl8sbWHSW54q7tP7_pqdvW4tDPNj4km4vBW8_0J8Z1jQ5k7W3bHVLx886YNmW43Rcdz9fvB1jW4t30WY2G61mCW6H6MNl3gN5g4VXv7l12yBjLXW5hJx-f3mdktlW9gp0PT8sWf7ZW1B-fv_5gHYD5VyS0m26sNbZVW8M6mLz2GSCJJW1XWZQV3Pwn3zW5rSwt744SW5tW3p_25Z6G-2f2W8qGx2v6V3zmQW6ytnW_2q3JGnW1Rx_8d7g_KFhW7TG-Bz22-R_kW54FmmX5q06Y3W3N-v0D8f5GgqW3ZlzC358kM9637Xq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgPTvW5bjpGc368Vs-N96szRGKd0c-W3Rtr6F2zHJZ9W31NDvF40CrZPW5g5P2Z84JWfKW1n-P4_6GBt8dW82SL426kVx3sW3Flf5Z88xbnZW5yZ8SN3WbGyBN2Hx75l_WV_QW3KgGfD2m7HDsVjq4lp3KpTF-W27xpfd5lHmwsVl4_5R2k8MGFW8q62rg15pGSYW358Lnw2GNG55W4cPXkf2BwG4HVSYMzd912v0gW85gnp08yQ_-vW8_f9YK6QpjGgN1YQDjfqzVMdW2WDHQ35QwRr935Z81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgJLnVd9msF4n9qDfW2_N6qD6CmTtyW4rKhNp4NWkrnN5mwc63pYhRQN6sZMb7KFp63V6TfHh2Qrlk3W8_q_gf866sz-W7WlQ8V4Jv9YNW2Wp_Zj3ZLGrWW4hLcW51CpKWFVj_DKC867_5JW6mGmc691nMl5W9gHLRH37_mfcW3qQ6Z175nj6HW4tLnk-7PPg4GMV29CbYNZD8W3HYFqN1wnL0kN5TyF3MJKzr1N4cw4zmqW31SW2mVd8y2w0mRvW77Cjrj76tTYXW6DThFM6mTKXZ38mt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgDGLN6H2rKwtqHc8W4R4yKt9lrML9W3zgHxk6vNthDW3HBBky50hL6zW3-wjny4y4M2pW5c1q4h5qvktLW172cJJ4pf47zW3PPsXT8jQx9LW1vLyJd3_8dw0W1128MY2nqB0fW25Hl821Pz2m_W7H6GjB1_7lFnW6MF9rv7QysSmW5tYvPm1fcR8VW3ZyH9X77qM6tW7Rdp5R3F1NzBW8-wd7Y9f_yy8W972_4K5hczHFW2DhjLF5jNNW1VwMGPH7cdchdW7tYrHR7fnQQkW74B0QC5c694d36KV1
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Joe and I recently expected that 16.0 might be the level that halts the P/E meltdown for 
now. Apparently, 16.4 on May 19 might have done the trick, as the forward P/E rebounded 
to 17.5 at the market’s close on Friday. Last week, in Wednesday’s Morning Briefing, Joe 
and I concluded that the increasing odds of a recession—along with more Fed tightening 
ahead (including two 50bps rate hikes, in June and July, and the start of QT2 in June)—
should keep the S&P 500’s forward P/E range bound between 15.0 and 17.0 (Fig. 5). 
  
(Predicting the market’s valuation multiple is starting to remind me of my three dogs trying 
to catch a rabbit in our backyard with no success. I hope that my wife and I will be as 
successful at dodging bears as our backyard rabbit is at dodging our dogs when we visit 
Yellowstone National Park this week!) 
  
(3) Valuation of S&P 500 MegaCap-8, Growth, and Value. The following are the forward 
P/Es on January 3, when S&P 500 hit its record high; on May 19, its recent low; and the 
change over that timespan for the S&P 500 Growth MegaCap-8 (33.8, 22.9, -32%), S&P 
500 Growth (28.5, 19.7, -31%), S&P 500 (21.5, 16.4, -24%), and S&P 500 Value (17.2, 
14.5, -16%) (Fig. 6). A week ago, the MegaCap-8 forward P/E was almost back down to its 
pandemic lockdown low of 21.6 during the week of March 20, 2020. 
  
The MegaCap-8 stocks currently account for 21.9% of the market cap of the S&P 500 (and 
a whopping 46.1% of the S&P 500 Growth composite) (Fig. 7). During 2018 and 2019, 
these eight stocks boosted the forward P/E of the S&P 500 by about 1 point (Fig. 8). 
Following the end of the lockdowns, they added around 2.5 points to the S&P 500’s multiple 
from mid-2020 through the end of 2021. 
  
(4) Revenues, earnings, and margins. Meanwhile, S&P 500 industry analysts remain 
oblivious to all the recession chatter. They are sticking to their story, and they aren’t 
showing any signs of changing it: Their companies’ revenues are rising to record highs, 
boosted by rising prices. Furthermore, their companies’ earnings are doing the same, 
implying that companies collectively are able to pass along their rapidly rising costs into 
their rapidly rising selling prices. As a result, their profit margins are remaining steady at a 
record high, according to the analysts. 
  
We can see all that in the S&P 500’s per-share weekly series for forward revenues, forward 
earnings, and the forward profit margin through the May 19 week (Fig. 9). All three are great 
coincident indicators of their respective actual quarterly S&P 500 variables, with the notable 
exception of missing their marks during recessions. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgBWnN4X1LLrCP2gMVsYm7335hTTBW54d5Q72NJy41W4sQ5Pw9csZkZW2k4Nqb4L2dr4N1sYc4MmxDGzW2DRBGv8JKJY0W81b-cn5GJ46gW6pj7j96PCRSbW6q8GH230KMyXW5LSxPj93qLn5W30rMvX6t-HS6W5bXgbS3301XkW99wsxQ9g_ZwrW2lxsmT8Kg_X8W8QybC57h2Y6gW6qnL_g3BLbg1W1zt6fg5XpBlHVt6fBX5WDrB1W5dq0H43v2rp1W3PWKV32xS-DBW6kYCyt2HD92KW6lV4TF80w94tW83jH5k5Yrx9V3jkp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgZNBN7RGYLJM1rQbN3WYJs2m1qcFW8jB7PK5Z3XbTW2G8xKT2k1bqyN3tGj82vYLCsW7Tvv427ZpvmMW3V2k0r8SBKwlW69bP-S4KY2fnW1C8SKD2-dMP4W1rkB6w42xWCfW6DS97f6bn5HQW4dsfgF5vgy6tW19kKBK5qb6RgN3N4yVVtZxXxW126Ktn846czRW7YT_mD1_FxxVVJY68g1p3z3SW76sYZV6r6LYnW2tvw0d1FB266N7BTycbZzjx6VL_35v4gwjmdW4-Jyc_8s8qpZ3n-N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgMLTN1X3vMKlhxLSW4kkMKQ3tBHv4W90mKkz7-9cQjW7kl7f38MZFzLW29PcYZ65zQsbW2Q23gL8BhpPJW4KfZ4q4-MvmFW5-mjf68wb09PW7n23nQ8xhgfmW7lw6CJ6z6CnNN7J8qy1T08DXN7hGgtljtxWdW4LLbzK7464xRW2SLxYd6B_93NW8rRm2G4j-L8TVFHHHv2Gjx4hW5-xMwT1VtWPzW7wF7mJ3fCg6vW3xBDkX2HgKwHW2b7J1r1wDb_cW34L8r17-TT2-W92CnyG1jwMkn3ntG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgRSxW8kbVBG2F9jZlW8rwwlt2Vy6d4V33Ty75C8X0cN4JVtwlflr-qW69MwcG739JFBW42b7346swScnN3FWy3by3LM8W5lzl9-2NxQFrW5YDsTr8JQd4nW5kMzjB6HwMhnW6GRg3S5fMnQCW4twxLY9l9RGqW8WDwWS6Tfzv6W5skxB-26F3TVW49wk5V4R4jwxW1MjlkL1kWDvcV99DBt4Ndhl1W6WtKZl87wczjN9gbJnG4dDnlW96NBcd7dVkwrN2fbr-F6RhNLN8d_HKqtlfdV359f1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7Cg-3wN1_5f0dDCK1jW3TkH1V7vl6jXW6RLmT13d7dnDW5Ntq9N1fvNd7W1KL3Lg4h3ZL3W7l9Gtn8t9wW9W61N_DG34c8lrVyBnrp7cT7YJVT32Y56d19frW4p6t-H5HdLg2W8vrKbt7xPLFlN8ld5MGKvWZHW8C9gXw2FmFqQW3Mnc38890GRCW7S5YY73Pf0YtW1P_j7w4D2RlkW8d7jbr7-zwtBVPlxN93_yQsnVz_5wS7Y66MfW6nsFj391y9cbW2_kN5C3_GPSYW1W4S6q8nBxQ13drd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7Cg-XMW3kNpkY1RKRdkV5vDVB2JH-HJW37QmjJ2c_syyW3tgS_46whtsdW5mVJq76Grk1TW8T7-N68MVNVYW1NSC9t7CFBQ6W2WvKkm7ndSXBW4Bf5Hs72WpSJW39fyBK2rsTD9W18D5P-3xpZhFW5T0ZQv9lznGzW3LrXqr309wj8W91BBD610bwwhW73PBRP3N7P3MN5W55sr3wB9BW1jF47Y4yghgHW4cNKVG1q2zqcVPPhMh7kf71bW3RHxTP5ccMCBW5cZfJZ1BV2S_VJdkPw4V0Cqh3gl_1
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(FYI: “Forward earnings” and “forward revenues” are the time-weighted averages of industry 
analysts’ consensus per-share estimates for this year and next. The time weighting makes a 
useful proxy for expected results over the next 52 weeks. We calculate “forward margins” 
from forward earnings and revenues. The “forward P/E” is simply the P/E using forward 
earnings.) 
  
(5) Forward looking. While some companies provided cautious guidance about the rest of 
this year during their Q1 earnings reporting calls, plenty issued guidance that was upbeat. 
So on balance, the analysts’ 2022 and 2023 operating earnings-per-share estimates 
continued rising in record-high territory through the May 19 week, with the growth rates for 
each stabilizing around 10.0% in recent weeks (Fig. 10 and Fig. 11). 
  
As a result, S&P 500 forward earnings rose to yet another record high of $237.56 per share 
during the May 19 week. Our bullish target for this variable is $255 at the end of this year. 
Given that forward earnings capture estimates for the next 12 months, $255 is also our 
forecast for analysts’ 2023 forecast at the end of this year. Our forward earnings target is 
$275 at the end of next year, which is our forecast of their estimate for 2024 at that time 
(Fig. 12). (See YRI S&P 500 Earnings Forecasts.) 
  
We are relatively confident about our forecasts of the analysts’ forecasts of earnings. That’s 
barring a mild recession, which we now assign 40% odds. The tricky part is projecting the 
valuation multiple. Under the circumstances (i.e., the Fed has just recently started its 
monetary tightening cycle), we reckon that the forward P/E ranges should be 15.0-17.0 this 
year and 16.0-18.0 next year. 
  
Here are the beauty contestants—i.e., potential targets for the S&P 500 price index at the 
end of this year and next year, using our forward earnings forecasts of $255 and $275 and 
assuming various possible forward P/Es: 14.0 (3570, 3850), 15.0 (3825, 4125), 16.0 (4080, 
4400), 17.0 (4335, 4675), 18.0 (4590, 4950), and 19.0 (4845, 5225). You be the judge. (To 
clear up any confusion, we should note that the projections above do not depend on our 
own forecasts for earnings in 2022 and 2023. Rather, they depend on our forecasts of 
analysts’ consensus earnings estimates for 2023 at the end of 2022 and for 2024 at the end 
of 2023. See our S&P 500 Earnings, Valuation & the Pandemic: A Primer for Investors.) 
  
In our opinion, the S&P 500 will remain volatile below its January 3 record high for the rest 
of this year, before climbing to new highs in 2023 and 2024. 
  
(6) Two market mavens. Of course, there are lots of other methods for predicting the stock 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgVMnW1_McHM2RVH4mW5QssNS2d2y1vW6pv5ZF3BZgNtW4hr1x51s77KhW6qw7l_4HRVLhN1KTP3Qlw4jBN5BzTydRyytCW8KBRNL7q5QRYW3flT-82p6bYvV63p6Y35pX24W6cl4hv592KZ_W5FZG4t9kQl76W323bVR4_CcP1V7xQHY8gG4z9W4LVp6h79WpvdW5Jqdmz1sKzPNW25s9Yj6jrxzYW2HxYyl46hhdTW97WKcx3kxKNRW3YBYc21-nZzCW7m1CD66Y8k3hW6k-Mkm2bTxlP3jJF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgBrbW6L3jx35bk0kPW92-qdX7q42dnVrskDZ48HsdGW5sZPMR3nPldPW2Bz-TL75sjYpV7nH3y3T80tnW3-jd5M2xPwt-W5gQddK8x26m7N8Fj4Xjkrng4VrSSk63ZlV-dW3N5b5c7kn-cbW3PRGX21JlF0nW5520cv301x9PW5DJQXM8rgMYZW2vDQ4S1F6QNFW8WTq7W2cvN7hW6mjVgJ7SGkXBW13lxQw8mbLqDW6TJ2N33hGFPvN72Xsb6-mNPyW8nr_z98MMZNzW1pQQtt6BDJcc39L81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgLK4W3bmCpV8mFQR_W3N4rrS1DzzQMW60hn7f2kFdjbW7rjkPt64xSKCW1D31CQ5trVslW4tFcYK8QkxrGW1GNMFs3QClbsVBL34K5DkwCJW4s3H-05YX6rjW5r3CMn7HfB8zW4Mg0sL94LDWKW9dtv9t7f7Qd8W2_rYYJ85XYWYN6RMs35SSr02W3KcJN17hqWg5W3WKl7S6rTvkfW8f2WLN3L4c1nMn3rQ0wvs2hW1nfSnS2Lhv1VN7X1M_19Q1nFVVRVrw3_9-VLW5p9Tzm5kjstZ35mS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgXZfW52FS0-4qlhnkW6pjQ8w4N8TZRW94Knry9dF3GJW3-KF0k6F8TRYW4yfwJH58v1fVW8NH49359hQlGV6dqnZ7T9CkSW62Bt2x7vlD0cN3RDscyLQRl0N8FHqtNNQ7RRVJg7g01rqgsLW99F6-R98xSlhW1KRfRJ6rfWg_N65h6ckDNqTtW5tsC413Cl8n-VZ49kD3jY92_MC4HrFMlkXRW6Z_wT_1nB5g2W8SBGPB4pjh5JW6HtlHr6mHS0fW6kvrHK2L-r2XW1LSj1g3lGkN8N56_RczsrqgLW1L8PVF98btKy31xB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgP05LRjQNV-7yyW8JgQX83l-QLsW5D2H4g7K1yHMW1GGgYm4VsWqDV1dv-W4ZQ8WrVmM5JP417kRcW3tyCBf8p9p0-W9gP0Y34qpXZFW6VnpQY3c9FXwW8zfJDB1vl7lSW6BcZPR5FGCb2W6l8z5l7grs_FW7D56VB5zZPL3W5BTr0s7BcQssW6x5fLD42xrtyW1QKMsB3XBJd0VySJVp36MdkNW7jKkFb7Jh5Z6W8Mt8cG6wdg3vW7bQ_Rr7dJGgmW5X33tl7dYbf9VzkKFP3vHKWM38cM1
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market, especially on a short-term basis. I particularly enjoy monitoring the trading views of 
Joe Feshbach and Michael Brush. Joe called the recent upside reversal in the S&P 500, as 
we reported in our May 18 Morning Briefing. Joe thinks the index has a chance of 
continuing to surprise on the upside, retesting the prior area of failure at 4300. However, he 
was somewhat disappointed by Friday’s drop in the put/call ratio to only 0.49. 
  
Michael is one of the top analysts of insider-buying activity for trading purposes. On 
Thursday morning of last week, he observed that Wednesday was the best day of such 
activity of the prior eight business days. He viewed that as an “unambiguous buy signal.” 
  
Strategy III: Rising Recession Risk. Increasing the difficulty of predicting the stock market 
this year have been rising concerns about a recession. We share those concerns, which is 
why we raised our odds of a modest downturn from 30% to 40% in last Wednesday’s 
Morning Briefing. 
  
Investors’ concerns have been most evident in plunging valuation multiples, as discussed 
above. Higher inflation and interest rates have a negative impact on valuation multiples by 
putting upward pressure on the stock market’s earnings yield, thus lowering the P/E. But 
valuation multiples plunge along with earnings during recessions even if inflation and 
interest rates are falling. Fears of a recession weigh on valuation multiples, indicating that 
investors aren’t willing to pay as much as before for the still-optimistic earnings forecasts of 
industry analysts, who simply don’t see recessions coming until they’ve arrived. 
  
As noted above, the key earnings variable for us in the stock market equation (i.e., P/E x E) 
is S&P 500 forward earnings. Because industry analysts don’t see recessions coming, this 
variable tends to fall when it is obvious to everyone that a recession is underway. However, 
the growth rate in forward earnings on a y/y basis is highly correlated with numerous 
macroeconomic variables that can be projected and used to assess the near-term outlook 
for forward earnings. 
  
Last week, we didn’t like what we saw in the regional business surveys conducted by five of 
the Federal Reserve district banks, which is one of the main reasons we raised the odds of 
a recession. So far, four of the five are available through May—New York, Philadelphia, 
Richmond, and Kansas City—with Dallas’ to be released today. Consider the following: 
  
(1) First, we observe that the growth rate in forward earnings is highly correlated with the 
national M-PMI compiled by the Institute for Supply Management (Fig. 13). Their cycles are 
very similar, for sure. Forward earnings growth peaked at 42.2% y/y during the July 29, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgHzvN3MF52Pk3LVcN5S2TcXWnZYzW3Q0Ffb1HB22HW752mw25R7W86V7lFlm1z_lXXW1GWsfn4-1HmvVlxGD-1Jtqv9W1-Z4zM7p44G-W5rtrVR5v2QYnW7jd9Hw7C6_jFW6LszLn99xb4wW3YDTvQ16YbdTN7djsSPht1pTW3VGhw07l8XtWW4Pz2dx1hhMtNVKJxnk2jgntmW61jwq38SzZ0jW6Kt5qt4_xtp3W6d8Xyc2rTH8HW3wwG178Q0RjbW1gk-kJ19wyH6Vpr62z6Z9QMzW2DRYJY2KgK-rW5R9C4g3pnRyz3fX11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgQfDW1-60bm2bWbW3W5kXt8y6-mBtxW3SBmG526wY5yN81YW4F9mtjVW6L4jqp2GGJG_W2cnQh57NrVJGW7Q0zWQ7JLnf-W6TRhvm90Pf0vW4XqRfX5FqTsnW3hZvL63sB5P_W2hVWns4WD269W4kPJY-7lNVSlVgX9Yd3SB_CQW3CZkbr2b6dPqW28n1bW8Hsyx6W8qGnwd5LYfPDW8Hwk5N27c1yqW1YfWDL3Ft253W639tZ753KCDXW656yvt1VcGTwW960H9y4B51rtW7yZjG64YxBhYW5ZJdWL6sYXLyW45ZkHc7C5MP339nG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgQ78W78CqjJ1ZZkz1W2BxvXN8VcDtbW6Y6vN_3lhjq2W3_MTgf837PWJW7MtKwx4dGg1WW7nNnw169ythwN2TQSY6pRSxSW6t14_725F-wJW2zwxGs7Qph3SN2fZTRGBvrpYW1Jnlt87lgq2HW4nR_Xp6DzvkXW7kMLjR4C8DkwW1gXTj-3H8mxbVnxf7k5T7b6pW5K3Dhn4vhbXrW6K97831f7TfmVFWXb72PslrXW2YjK1T4HTpcjW4hy7KB6yWjKpW5rYXmr3hhjCcW6TtwD-68Qd1n3mPs1
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2021 week, falling to 20.1% during the May 19, 2022 week. The M-PMI hit a recent cyclical 
peak of 63.7 during March 2021, falling to 55.4 this April. Both have declined in lockstep 
since their peaks. 
  
(2) The average of the general business indexes of the four regional business surveys that 
are available through May is highly correlated with the national M-PMI (Fig. 14). The former 
dropped from a cyclical high of 32.9 during April 2021 to just 1.3 during May, the lowest 
reading since May 2020. 
  
(3) In other words, May’s reading of the average of the four regional business indexes 
suggests that the M-PMI fell closer to 50.0 during the month and that the growth rate of 
forward earnings is very likely to decelerate further (Fig. 15). 
  
(4) Given the above, it’s not surprising to see that the yearly percent change in the S&P 500 
stock price index is highly correlated with both the M-PMI and the average of the four 
regional indexes (Fig. 16 and Fig. 17). The latest reads of these two macro variables are 
consistent with a stock market that is no higher than it was a year ago, i.e., about 4200 on 
the S&P 500. 
  
(5) Then again, on the near-term bullish side, contradicting May’s drop in the regional 
business surveys was May’s Markit flash M-PMI, which remained high at 57.5. The S&P 
500 may be oversold relative to the economic fundamentals if the final M-PMI confirms the 
flash reading. We will see on June 1 when May’s M-PMI is released. 
  
US Consumers: Purchasing Without Purchasing Power. Another reason to be 
concerned that our soft landing for the economy could turn into a mild recession is that 
consumers’ purchasing power is getting eroded by inflation. However, consumers have 
tapped into the excess personal savings they accumulated during 2020 and 2021 to boost 
their spending. That’s not sustainable. And if labor market conditions start to weaken soon, 
they might run out of excess savings at a particularly unfortunate time. Consider the 
following: 
  
(1) Real personal income. Inflation-adjusted personal income is down 3.5% y/y through April 
(Fig. 18). Excluding government social benefits to persons, it is up but just by 2.0% y/y 
through April. To boost their purchasing power, consumers have reduced their personal 
saving to $0.8 trillion (saar) during April, the slowest pace since the end of 2013 (Fig. 19). 
Nevertheless, over the past 24 months through April, personal saving has totaled $2.3 
trillion. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7Cg-hvW7X5MyQ4czBD-W3SQPnb13VhkGW1qR6qb4lpChGW37nh_v51My_lW6ZZ6p82y_YgkW8YSv8c3w3_74W1SJk1v4zTL1BW6rVJ6H5GVL01W3cx4VZ79YBWfVmNWqT3KmQ3LW7Jhm3n4ds0ZmW49TSvV3gwy_XW6ZBC4T1WMcv8F2KQ28xVNtjW4lRp307sYhTdW5hnfj32hWH3TW3wCgPt6BrYtCN3NMlv5QKS7pW5D0FMS34_7z5W3gmfkc90tW2TVXp6tt7nKPT6VRSc0x8gn48w3plV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgDltW5qwSKm5dHc44W6m89ks6m-nFvW82mQYY4BTcwGVXJbSB83QmgcW35p42d5q0VgyW8NfmjX82y2gpW7DFW4F9lHybYW15D5Yr5rzs9dW49F8xh76SPHzW84RTxS5ZxMx0W78JV5B4W7ymrW2TsYf_70x3kDW8TkkWs6-gSjJW4vsny32kD_DJW7Y7PLV8Vng8BVT2Gcw2Z1VbdW3y7Y3M1xvh_xN39sn0MhcfqjW3Pfr3k327y39W1Y-B3S6SkPS_W6jbvw01D308RVWQ8D17h-mgf39F71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgSWjW2L23hL4pXbx4W6ZRMFt7tSnjfVg1YK73ptLJcW1T7CnC7XLpdwV5b77v9dnH2dW3cggTC2mRc3_W5Vwf1s10gZPRW4yhzLb7fJXcKW65l4D95J5tp5W5d06LW4GClRZW1K7Txv1ppK76W4Jt6f05N7lZhV6tB4F4yNydYW2QYQTj5znlm_W8cQDdw8TYGYdW5R2Gpv59tj9dW3_qy-h1Th7gPW1mJl206T8XxWW4PXCBm2HKRHdW6RPgxh23bv0NW81pgWs260zM0W1WwVcM2bXcRc391f1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgzLrW2-qrVm8S_VvjN6g-Khm64W_gW6g1l4d4DKMqBW15ZMRq827b1zW6CNqvN5lsKmCW2KxJdk2DgJqWW4-xs9S91PN7WW3bpxsf32_NPtVRdxHH1d5zxjW5_LbwY6k7ncYN7f-hcGBh8hyVRF6-12_-fmbW5NDvxq3mFbhXW1bST627R0NbnN3VfZPWg-5wxW59TZXR2JtMjYVs5fk06wLF-5W43-7p37Mb6WgW86YHRJ72w4RnW6tgxC37LdS82W97ZkxJ1V8-nTW9557-l4qGY7J34601
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgZv9W3Yqw5j7Xyn65W408RN72hfP7ZW91Kwkx4knpQpW2Tl71W1B6jD7W7yMf9N3n_kMBW2LkwhB2yXM9MV1prD_5n_Pl2W62jftV8BVX2CW1_MDDc5vSbt9W6lCtt38JXdR3W7Q8hxP6WF2-5W7s3Kcb2qvGS8W7NN8Z65sRNJmW8tVM5R6c8HTjVDdd8W1XcVshW5qtywN6WYX-bW2_XSg-6pbjpxW1rrrCT6H3zkFN2LDn3s6XH74W7wCsR85x8RXfW7qw7ht5-q1LRN2jHQNTvZ1dw373s1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgCPgW4s3VPy8657tQW28sprL2q7m2ZW12zd5x5ZxQcSW7wgNMy75X-QZN7TNTBPZh1VZW3lFZQK672zC4W1TBJp51PMFRsW6773nt6lmYBGW2v24sC3-Ltl7W2tyJL-4c_g2BW2XmTN585lz1dW4lL-Mt17pyfZV8qRsP1v-sLDW73z9Dk7s2D_2W3yqq9n5k7XnMW3PcWs-6vZsPyW7NDX_S6PTNCnW7M0f2y3vLfKfW6BKvnK41MZcLW2HXwZL7zfP91W7cckFv1FDmLjW1GP0pQ3PVlYy3dB21
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(2) Real personal consumption. During April, inflation-adjusted consumer spending rose 
0.7% m/m and 2.8% y/y (Fig. 20). The slowdown in spending on goods has been offset by a 
pickup in spending on services, with the former down 2.9% y/y while the latter is up 5.9% 
y/y. By the way, real consumer spending growth was revised up from 2.7% (saar) to 3.1% in 
Q1’s real GDP report. The Atlanta Fed’s GDPNow model shows Q2 real consumer 
spending tracking at a very solid 4.7% (saar) rate. 
  
(3) Jobless claims. Weekly initial unemployment claims bottomed at a recent low of 166,000 
during the March 19 week, which was the lowest since late 1968 (Fig. 21). They rose to 
210,000 during the May 21 week. The labor market remains hot, but it may also be starting 
to show signs of cooling off. 
  
US Inflation: Ups & Downs. Debbie and I continue to expect that the headline PCED 
inflation rate will moderate from its recent peak of 6.6% during March to 3.0%-4.0% next 
year. It was 6.3% during April. We are reasonably confident that much of that decline will be 
attributable to durable goods inflation. We are also reasonably confident that some of that 
improvement will be offset by rising rent inflation. We expect food and energy prices to 
moderate, but we have much less confidence in that outlook. Consider the following: 
  
(1) Durable goods. Again, we are quite sure that the PCED inflation rate for consumer 
durable goods peaked at 11.5% y/y during January (Fig. 22). It was down to 8.4% during 
April. The 3-month annualized inflation rate for durable goods has been rising at a slower 
pace than the y/y comparison for the past three months and was down to -1.0% during 
April. Used car prices led on the way up and now are leading on the way down. But we also 
expect to see prices weaken for appliances and furniture as housing activity continues to 
slow. Here are the y/y and 3-month annualized percent changes in the PCED components 
for used cars (19.9%, -32.5%), new cars (13.7, 6.0), household appliances (12.1, 13.3), and 
furniture & home furnishings (13.6, 12.2). 
  
(2) Core nondurable goods. The inflation rate for core nondurable goods (excluding food 
and energy) edged down to 3.1% y/y during April, but the 3-month annualized rate was 
6.0%, exceeding the y/y comparison for six months in a row. Here are the y/y and 3-month 
inflation rates through April for some key core nondurables: clothing & footwear (5.7, 3.7), 
personal care products (2.5, 9.2), tobacco (7.2, 6.2), and prescription drugs (2.0, 0.7).   
  
(3) Core services. The core PCED services inflation rate was 4.4% y/y through April, while 
the 3-month rate was 4.6%. Both have been relatively stable around these rates since late 
last year. Both are likely to move higher in coming months led by rent inflation. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgR66W4v6VsT3WGCrtW6rC_3D25nnDHW3T-_l77rTMq6W5zFWCt6V8N_rW1rXcPF4kZ3fsW3b-VLK2wy57RW5QbvQ14qvH-QW7WLgCb4lq3CmW2QsPH61KN3lJW2X26q25K4zSjN5Npm6YNr6TxN39WN07ZKDj_W6ZG5978MlfWYW1kf6yP82gQWTW3DSrlS6CSCf4N54mbkJ1kbRhW6B5Jl94LQl2zVkVdF314ds5YW3QsJ1m5_7yDqW3qDW_b3NJ78NVfTCXV3H2073W88zGhc4vqk4L3pXx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgNL3W5jKrNY7jbb-wW85-QSv3DGh98W5l3j4X1M_86vW6QfS0d39GjVzW2Nrp1z2zvMDNVNMvfr26gD9lW3xnbst7brq1NW1_bTJg3FLzWsTKPbb9fLPm-W5zfsdS8r7fHbN8G2Jy4hccWVW949Lg563XJKtW6G6QKV2cSDLPW5L-QPd3W6gPjVmfx2t2kW2c2W7WJRWr33mvTtW9dSFq53qkfB6W4MjnNw3jg_gPW4J7ZRq8XQPnTN574dnBdSr6WW6nCfGm6NmgjrN6dlhQ9BCRXb3dCc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgYM3W8kcY8g49P7M2W7-Qg2c38Fq-nN3rQFw8tW-zVW3t6twz14MNvqN6Bx1lHFx5x0W5T9Spn3ghnB_VdQ0HK1f879mW6whGD26lSKT_W84Z5n17D6W99W30npFV5-p99_W6mZnD31lDc-sW6ZSTjd8c-K2nN515g83_JN_JW10-P4z24FJd6W3PdnT180ht5jW8wKq9p2PFvcBW2zfK1g8SdpY7VkKsgt6jpfKYW96SdS_9hV3xvW5MV6V-82G1rSW45W6945Vz1XtW5j9T151669xC3b8z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgDdkW5SJbqJ5YBfjMW6G6-x91ZRYn4N7-FSN8w3F6JN4bXQYr8nsszW2_YKWG1lLgVKW8TWR9_7L11kQW89M8pf2-X8gdW65tKJq3Xvq73W82Kn-G9bTt6JW7-0_Pz8BZnYxVHSRNv8Bs--xW8j7HMf6X9mRpN2cKTvbRmb4RTbLl58KtKQMVq1xQT4k1HZxW5sj-vV88BJJfW3tQjjv8Qlq68W8hGWhB5V3ZLCVyZNxq8Kpz05W5shGFr15DsRfW46l8w38S0nh7W7hZy0G7xx9Xx3hFP1
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Tenant rent and owners’ equivalent rent account for 4% and 11% of the PCED. They 
account for 6% and 17% of PCED services. They were both up 4.8% y/y through April on 
rising trendlines since mid-2021 (Fig. 23). The 3-month for the former and latter were 6.3% 
and 5.4% through April. As we discussed in the May 24 Morning Briefing, rent inflation in 
the PCED is bound to move higher in coming months. 
  
(4) Food and energy. The wild cards are the volatile food and energy components of the 
PCED. They were up 10.0% and 30.4% y/y, respectively, through April. And more disturbing 
is that their 3-month rates were 15.6% and 50.1% (Fig. 24). 
  
The Biden administration’s stated goal is to drive gasoline prices higher to force Americans 
to drive electric vehicles. On Monday, May 23, during a press conference in Japan, 
President Joe Biden said: “[When] it comes to the gas prices, we’re going through an 
incredible transition …God willing, when it’s over, we’ll be stronger, and the world will be 
stronger and less reliant on fossil fuels….” The phrase “be careful what you wish for” comes 
to mind: Energy prices could remain high and also drive up the cost of food production 
during the “transition.” 
  
Movie. “Benjamin Franklin” (+ + +) (link) is an outstanding two-part, four-hour documentary 
produced by Ken Burns. Franklin was a self-taught entrepreneur who made revolutionary 
contributions in science, philosophy, politics, and diplomacy. Of course, he himself was one 
of America’s foremost revolutionaries and founders. The documentary explains how 
America’s war for independence from Britain was won to an important extent by his 
diplomatic efforts in obtaining French financial and military support. Also interesting is to see 
how Franklin was transformed from an Englishman into an American. He excelled at 
creating fake news to promote the cause of the American revolutionaries. His big failing was 
as a husband and a father. He was too busy being a Founding Father. 

 

Calendars 
  
US: Tues: Consumer Confidence 103.9; Chicago PMI 55.0; S&P/CS HPI Composite 20 
City 20.0% y/y; Dallas Fed Manufacturing Index. Wed: Job Openings 11.4m; ISM M-PMI & 
Price Index 54.5/87.5; Construction Spending 0.5%; MBA Mortgage Applications; API 
Weekly Crude Oil Inventories; Beige Book; Williams; Bullard. (Bloomberg estimates) 
  
Global: Tues: Eurozone CPI 0.6%m/m/7.7%y/y; Germany 2.25m; France GDP 0.0%; 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgS0CW6jCLN978_MKZVpMYsG3Ltl_4W1gl_n76xchhfW8FmkFd2_Vst7W1JwcNK7xnmlSVgWCNh7lcDPtW4xHttb1yW2HlW8DWB983sHTHSW2KT_xs8yn_nNW507Mt_1wNfyTW5TwDPc6StgVgW95l4vL59B2KjW78X-gB3vl8BQF5N9w_8ByGNW172gQy7YQKyPW2BdhBM86fCSCW917PwV86cSRPN26L618qgvXCMSgYCr_-4llW6LP3xd36DLGWW7hw9Pq4HN63xW5VdVw-8x4zP83px61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgC4LVjpW1W2fQ2zCW93gx6Q2jyxLCVSC-Ml23mlkNVSVLwx4Bm4hxW1m_twH7TLH1jW27RjgH5yjzPPN27lHHbB1JGyN3kBl3Vr9rfmW83kvrF1_Lh-qW6wlTc36dZRM9W3xppX-34VyYwN18kqv2sMR3pW9hCN6s7KpBzbW54KrhC4rysm2W3jjv3J82HhdJW3-l2D46v-6hVW3qxpkY6pc-v0W3x2vl37yrL2ZW3yXbWl36nFNgW7G5tz66b2QkPW2t7VcT4wCqrnW7P2ZsS3ZzYP9W6TpDnn6c5TXTW3GQBh-83QgC43l681
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgVzNW3hVnvT4SjK1RW1CtMqR7bCzMqW3trY1Q2-28rnW4N9ftQ94zLxTW77kM5J35D4KpW2HdgLh4JqZcQW92057G6l-rvkN67Sk5r25CLHVklvS_7swg2dW8WjWTv37Sw96W8s8f074dxN1HW7mtJzv3zX8xPW3BmrcX7MF0VqW6YjJw-4q546QW8cSRky4jKT2bW75FrPX7Q2tW6W69lvVk5pQTfZW9k9YMm67HB8PW90BHfr4FrBxVN32M60s9NLlxW7M3Jl15P0JVqW2PwZmZ3ZWp0LW67fG4t2V5czBW5tZwTl373gGQ3bB_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgW61W6_TLls6dZ1c-W9jJnlm3xxQJKW32zkpW4ps3FCW4pL1Ss235YvlW7_4zH67Ymp09W41zmLx6RT3tVW75mXHD6j5CbzW8xQxfd1P2MbFW3xgbSL6TkNyFN5r3LlwvXw0DW8wnwqK2kL_k5W1NdN_s87KBk0W1BWBdG1RdGb2W5wlDPK8h2qLXW3z_YPn3sY8ndW6Nrd4T4KYcx1W3R5VtG82b26bW4mxztx375vYDW2rp2x71BTdWgW2lMtWn7V4fFZN971919QG8ngW1rZV7y69zjnm2bB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgRfDN34RPY7pWZcFW5YJk6Z4L4rvtW2z6PjN4hgmBBN4lQXM9Sksg2W7-1sCV4NMLfHVDZlDX76Y3TqW3zqhFq41BqHZW8RVNHC6CH0WsW8T18vv22sPDFW94RjTg6FK98mW3fjD5n3K51LYW361grV78_MZKW5-LBZZ10hWk3W2w-6FP6bBTgfW1Z5R1h3BqKqpW7RDWFB3n48DQW1z7t_18LNFwCW9htr484PDQBZVPkHxt953RsvW4gvV_188lNGTW8wJqw75GVd4sW2WRhTR4D587Y37Dw1
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France CPI 5.0% y/y; France Consumer spending 0.8%; Italy GDP -0.2%q/q/5.8%y/y; Italy 
CPI 6.2% y/y; Canada GDP 5.4%; Japan Household Confidence; Japan Housing Starts 
3.0%; Australia GDP 0.7%q/q/3.0%y/y; China Caixin PMI; Balz; Watabe. Wed: Eurozone, 
Germany, France, Italy, and Spain M-PMIs 54.4/54.7/54.5/53.6/52.5; Germany Retail Sales 
0.3%m/m/4.0%y/y; UK M-PMI 54.6; Australia Retail Sales; BOC Rate Decision 1.50%; 
Lagarde; Lane; Adachi. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link):  The US MSCI index soared 6.5% last week for 
its first gain in eight weeks and its biggest rise since early November 2020. That gain 
snapped its longest losing streak since June 2011 when it fell for eight weeks. The index 
had narrowly averted a bear market on May 19 when it ended 19.7% below its record high 
on December 27. It finished Friday at 14.4% below its record. The US MSCI ranked fourth 
of the 48 global stock markets we follow in a week when 35 of the 48 countries rose in US 
dollar terms and the AC World ex-US index rose 2.6% to 16.6% below its June 15, 2021 
record high. EMU was the best-performing region last week with a gain of 5.1%, ahead of 
EM Latin America (4.7) and EAFE (3.4). EMEA was the biggest underperformer with a 
decline of 0.3% followed by BIC (0.1), EM Eastern Europe (0.2), and EM Asia (0.2). 
Colombia was the best-performing country last week, rising 11.2%, followed by Chile (10.3), 
Spain (6.7), the US (6.5), and Peru (6.5). Among the 22 countries that underperformed the 
AC World ex-US MSCI last week, Hungary’s 10.0% decline was the worst, followed by the 
Czech Republic (-4.0), Egypt (-3.3), Morocco (-1.5), and Pakistan (-0.7). The US MSCI’s ytd 
ranking rose nine spots to 26/49, with its 13.9% decline remaining wider than the 12.9% 
drop for the AC World ex-US. EM Latin America has risen 16.8% ytd and is the only region 
outperforming the AC World ex-US. The laggards: EM Eastern Europe (-82.1), EMEA (-
30.8), BIC (-20.5), EMU (-16.8), EM Asia (-16.6), and EAFE (-12.9). The best country 
performers so far in 2022: Chile (35.4), Jordan (22.6), Brazil (22.2), Colombia (21.3), and 
Peru (12.2). Apart from Russia, in which investors have lost 100.0% this year, here are the 
worst-performing countries ytd: Sri Lanka (-61.7), Hungary (-41.2), Egypt (-32.9), Pakistan (-
27.6), and the Netherlands (-26.5). 

S&P 1500/500/400/600 Performance (link):  All three of these indexes soared by nearly 
similar amounts last week. LargeCap and SmallCap both gained 6.6%, just a hair ahead of 
the 6.5% rise for MidCap. LargeCap is now 13.3% below its record high on January 3. 
MidCap ended the week 12.7% below its record high on November 16, and SmallCap rose 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgLG6VS9Fky8cm4V7VY3J003t8hfyW6JZr5y6XPW90W8pSLyx7PVvgcW3S4smb1-_CbwW1_9hLy8hqJXpW7TRh9-51HLfyW75j2cR1q0dnLN5j9k008w_p9W4zw4vv3wgbRMW8KVl3t23TTdJW3-lTQs1q2dg6W5H3P9M1jpHS-W1HNySt2PwX80N6Pz4snT-2ZvW2b6xHx34cT_5VyBF9M96TQZrN1B_R1qXHm4BW2wYxK06Yr7XWW8vCN6m607byhW6K1Qfr7tDVD6W6CRYZF2X9Qgd3lnp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgCGFW4R9Q503dCcQTW5K5_hZ7L_bqsW6PC0-P6VmPYPVcc2MF2FDTFZW9dP45Z8WNgSkW2ySZfH6Z5J7nW5ZsVlM1Qz_tjVcHDRf7svZxsW4Z2QP33DpylnW7PMw9d5Rt59qW228YKC3wwYh1W3xvpMV25S-qMW57ynWF3G7mpgW2FQ58S7mbjgDM_gKNpGb1xJM4s-r7PK7sgW7vY5PT1Q-nsCN1lbb7ZsdnJMW4Gp2cZ3zSSQ0W6Q0LZM3mlMBjW6w7rjv5XQ77JW4XSSLG1_t8HD3hs41
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out of bear market to end the week 14.8% below its November 8 record high. All 33 sectors 
rose last week, up from 12 rising a week earlier and just six the week before that. SmallCap 
Energy was the best performer, with a gain of 16.8%, ahead of MidCap Energy (13.2%), 
LargeCap Consumer Discretionary (9.2), MidCap Materials (9.1), and MidCap Consumer 
Discretionary (8.9). SmallCap Utilities was the biggest underperformer last week, albeit with 
a gain of 1.4%, followed by LargeCap Health Care (3.2), MidCap Utilities (3.5), LargeCap 
Communication Services (3.6), and SmallCap Health Care (3.6). In terms of 2022’s ytd 
performance, all three indexes are down ytd, and LargeCap continues to trail the SMidCaps 
in the performance derby. MidCap is down 10.6% ytd, less than the declines for SmallCap (-
10.9) and LargeCap (-12.8). Just seven of the 33 sectors are positive so far in 2022, up 
from four a week earlier. Energy continues to dominate the top performers: SmallCap 
Energy (64.8), LargeCap Energy (58.3), MidCap Energy (48.0), LargeCap Utilities (4.7), and 
Midcap Materials (4.5). The biggest ytd laggards: LargeCap Consumer Discretionary (-
25.5), LargeCap Communication Services (-24.9), SmallCap Consumer Discretionary (-
22.4), SmallCap Health Care (-21.1), and MidCap Consumer Discretionary (-19.7). 

S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors rose last 
week and four outperformed the composite index’s 6.6% rise. That compares to a 3.0% 
decline for the S&P 500 a week earlier, when three sectors rose and seven outperformed 
the index. Consumer Discretionary was the top performer with a 9.2% gain, followed by 
Energy (8.1%), Tech (8.1), and Financials (8.0). The worst performers, albeit with gains: 
Health Care (3.2), Communication Services (3.6), Utilities (5.0), Real Estate (5.8), Materials 
(5.9), Consumer Staples (6.2), and Industrials (6.3). The S&P 500 is down 12.8% so far in 
2022 with seven sectors ahead of the index, but just two in positive territory. The best 
performers in 2022 to date: Energy (58.3), Utilities (4.7), Consumer Staples (-3.3), Materials 
(-3.8), Health Care (-5.1), Financials (-9.2), and Industrials (-10.0). The ytd laggards: 
Consumer Discretionary (-25.5), Communication Services (-24.9), Tech (-19.2), and Real 
Estate (-13.7). 

S&P 500 Technical Indicators (link): The S&P 500 rose 6.6% last week and improved 
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma). 
However, the index closed below its 50-dma for a seventh week after four weeks above and 
closed below its 200-dma for the 14th time in 16 weeks. It had been above its 200-dma for 
81 straight weeks through early February. The S&P 500’s 50-dma moved lower for a 
seventh week as the index improved on Friday to 2.7% below its falling 50-dma from a 26-
month low of 9.5% below on May 19. That’s down from a 27-week high of 4.9% above its 
rising 50-dma in early November. The index had been mostly trading above its 50-dma 
since late April 2020; in June 2020, it was 11.7% above, which was the highest since its 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgWcMW8SdHmN4H03thW8v1Yqg5GtS1cW4ZCPsy7tzqQVVvdhmS1VWzn7W58yHQ11jymZDW6kdMCK44LtYLVCwSM669wC8TW9h9mpL7L_l4MW463pVK2BCzGkW2sgtbr2xVkt_W6nJMPT6JD28zW8YLx1s9bl8F9W8bP-t35NnZlKN5TKZs749T8VW665Dvd5WQTWJW4PNQQ1989lF-W7JpwlM50P9bLW5kZbhl6VzcZnW4cr21W5cBqNzW412w0M4C_g3LW9fJrMl5QhDf1W8ylmGs1GtYvL39wY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgQ9jW7F62kw1n4YyfN210T-2Zq5ZYW8F7wKz9lTgzsW57FN0767pZsyW6LLwZJ8fF90TW2sgJdd2ZnT5nW6qxbNC5wRD2bW7F3rvr7mtQbrW2LjVYz1JZvRZW70gDLZ4XGH7BW1g6ddz3Wjx7MW4Tlfd739_r6xW1-9M1p3H06HrW3p5QFv44_yg2W75grk47nyTB5W6lM7G985ZBlwW8zzvTK7qWt1VN6kz_ztFvMZWW3jw_N72gz34pW3XZM5G2gCnTNW74vDYM3nwhWnVXNkKr7gJ_Ct3qdZ1
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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 closed Friday at 6.8% below its falling 200-dma, up from a 26-month low of 12.8% 
below on May 19. The latest reading is down sharply from 10.8% above its rising 200-dma 
in early November. That compares to 17.0% above in December 2020, which was the 
highest since November 2009 and up from the 26.6% below registered during the Great 
Virus Crisis on March 23, 2020—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): Just three of the 11 S&P 500 sectors traded 
above their 50-dmas last week, up from one a week earlier as Materials and Utilities joined 
Energy in that club. Four sectors have a rising 50-dma, unchanged from a week earlier as 
Consumer Staples turned up w/w and Health Care turned down. The two other members of 
the rising 50-dma club are Energy and Utilities. Looking at the more stable longer-term 200-
dmas, five sectors are above, up from two a week earlier as Consumer Staples, Health 
Care, and Materials turned positive and joined Energy and Utilities as the only sectors 
above their 200-dmas. For perspective, at the depths of the Great Virus Crisis in April 2020, 
Health Care was the only sector trading above its 200-dma. Four sectors have a rising 200-
dma, up from two a week earlier as Consumer Staples and Materials turned up w/w. The 
other members of the rising 200-dma club are Energy and Utilities. 

 

US Economic Indicators 
  
Personal Income & Consumption (link): Personal income was slightly short of 
expectations in April, while personal spending continued to expand at a robust pace. Both 
nominal and real personal consumption expenditures continued to set new record highs in 
April, increasing 0.9% and 0.7%, respectively. In real terms, spending on both goods (1.0%) 
and services (0.5) were in the plus column, with the latter climbing to a new record high; 
real goods consumption posted its first back-to-back gain in six months, after falling 1.9% 
during the four months through February. Turning to income, nominal (0.4%) and real 
personal income (0.2) rose in April, with the former up 2.6% y/y and the latter down 3.5%—
depressed by high inflation. Meanwhile, nominal wages & salaries continued to reach new 
record highs in April, increasing for the 23rd month since bottoming in April 2020; it was up 
0.6% m/m and 28.8% over the period. In real terms, wages and salaries rebounded 0.3% in 
April and 5.1% y/y to a new record high, after falling in March (-0.2) for the first time since 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgVjkW66kkTJ8XDYH1W2M1tnX1RKH3RW6d4gLN7TbTW4W5StfjV3d8mClW234zrq9h8-QvW8YK0pH2rkwM2W4wSYb86_xYWKN1j5g-dXBSfQW5QfNM657TntYW99tlhB1-5rl1W5VGh2Q2djYPxW3LFV9Z9gPRPkN7f5Z6jxgnbyN6ZtX9LbhGkkW2z8HJh74jz3FW7VzMwN7rXCfdW7FZ3HH4RCg5NW5JgPGy1dzKMwW6QDjfM16fBr4W7V1mF99cR2kwW5ylXTt2ds-qwW1sD9N33Vk3Ws3dq01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgRRTW1_84wh7ZHQfFW2DYkhP1KGLwMVv1lly1RchXKW7RMYxr5DT345W4XcZn81tBWMXN1FMVrTpr4T_W2R9rT07wkNs4W10q7Bq5Bc6T2W45FcRd6YJVkMW4XgXZK42z-DBW3qdX9h1pSpJbW6WFvqP3wXwSnW5pPYsz84rPtqW10H7r-4LxfxSW5ytsPt27Gj1vW4Pw4fl7Dv5V2W1wZN3h2qdhkDN6GN69PMdjZxW6-XNY682NxtBN4Y0JthDS_4YW21mS0W8WgZ7XW1G28Cw55Qqmq3pNw1
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February 2021. The headline PCED increased 6.3% y/y in April, with core prices up 4.9%.  

Personal Consumption Deflator (link): April’s PCED advanced 0.2%, slowing 
considerably from March’s 0.9%—which was the most since September 2005—following 
gains of 0.5% during each of the prior three months, while core prices rose 0.3% for the 
third month after averaging monthly gains of 0.5% the previous four months. The yearly 
headline rate was up 6.3% y/y, slowing from March’s 6.6%—which was the highest since 
January 1982; it was at 3.6% a year ago. The core rate eased for the second month to 4.9% 
y/y after accelerating to 5.3% in February—which was the highest since January 1983. The 
three-month core rate slowed to 3.9% (saar) during the three months through April, easing 
steadily from December’s 5.9%. Prices for durable goods fell 1.0% (saar) over the three 
months through April, the first negative reading since December 2020, down from a recent 
peak of 11.5% at the end of last year, while the increase in core nondurable goods prices 
advanced 6.0% (saar) over the comparable period, slowing from February’s 8.6%. 
Meanwhile, prices for services ex energy accelerated 4.6% during the three months through 
April from 3.9% during March and February. Looking at the three-month percent changes in 
PCED components through April, annualized, prices fell for used cars & trucks (-32.5%, 
saar), video, audio & information processing equipment (-8.6), sports & recreational 
vehicles (-2.7), and physicians’ services (-1.0). The following prices have heated up: 
airfares (97.1), car & truck rentals (66.6), lodging away from home (33.7), food & 
nonalcoholic beverages purchased off-premises (16.9), professional & other services (13.3), 
food services & accommodations (7.9), tenant rent (6.3), and owner-occupied rent (5.4). 
Prices have slowed over the three months through April for: gasoline (77.6), household 
appliances (13.3), furniture & home furnishings (12.2), recreation services (4.4), clothing & 
footwear (3.7), prescription drugs (0.7), and hospitals (0.1).  

Consumer Sentiment Index (link): Consumer sentiment sank to an 11-year low in May, 
with both the present situation and expectations components heading south and the former 
dropping to its lowest level since March 2009. High inflation remains a major concern for 
consumers, though it was encouraging to see a slight easing in May’s one-year expected 
inflation rate to 5.3% from 5.4% the prior two months, while the five-year expected inflation 
rate continued to move sideways at 3.0%. The Consumer Sentiment Index sank 6.8 points 
in May to 58.4, more than reversing April’s 5.8-point rebound, dropping to its lowest level 
since August 2011; it’s considerably below its pre-pandemic reading of 101.0. The present 
situation component dropped for the fourth time this year, by 6.1 points in May and 10.9 
points over the period to 63.3, while the expectations component contracted 7.3 points to 
55.2 in May after rebounding 8.2 points in April from the 14.0-point drop the first three 
months of this year. The present situation and expectations components were at 114.8 and 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgWVKW2899z15WLD52W7HMQCz78kP71W86cxdC1XvXvyV3kjBY84WG01W8-h_cH7W-FcdW1K7Y_M8kWyqWW5PbJYY4lRb5bW2Bh-fs1fLDKlW1Yfpty8_LZtXW794gDk7NJPxcW7j-X2l21Qxz2N2DqXwjQf-mbVsTvSQ31pY-vW3-x6g-5W3mdwW1X9GwZ4CzcgGW41dS664_B-dPW7qCsyC6RtqsgN74BVsfckQTyW9k4Y0N4TTj0lW4hkWXM2snl2dW8rcxHW6X38gLW2snkjR5DKMV53lCL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgK_5W6KRT4x4K8PNXW6_M65l6rPRg5W7YhSVL5Vqf84N3dRtqZ4HsLhW5l2kpn4mcMkwW9g21vw13jbvnN7Xm2yX39npPW6rYkm98r3p_RW96TLLQ7HxWt3W5YqRyj268FfbW4lxl3N17r3TPW3MVgKJ8j3XtsW3117661m8B1WW3g0Jdt96mKvVW55ZMDR4p4xSDW5Nb9f_1F9DyTW76j9-G8fnB3kVr_m1M6z8JrvW3yz1_P8gvPdpW8LQ4yX8G_YLvN3qMsgZHb3-9W5fVGYZ8Tc6xw35rB1
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92.1, respectively, during February 2020. Joanne Hsu, the director of the consumer survey 
noted, “The recent drop in sentiment was largely driven by continued negative views on 
current buying conditions for houses and durables, as well consumers’ future outlook for the 
economy, primarily due to concerns over inflation.” She went on to observe that consumers 
were less pessimistic over future prospects for their personal finances than over future 
business conditions—with a majority of consumers expecting their financial situation to 
improve over the next five years, which may currently be supporting consumer spending. 
Still, she warns that persistently negative views of the economy may influence consumer 
behavior in the future.  

Regional M-PMIs (link): Regional M-PMIs (link): Four Fed districts (New York, Philadelphia, 
Richmond, and Kansas City) have reported on manufacturing activity for May and show the 
manufacturing sector slowing to a near standstill. The composite index fell to 1.3 in May 
after accelerating from 12.3 in February to 20.3 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, Kansas City (23.0 from 25.0) billings continued to increase at a robust pace. 
Orders (3.1 from 14.7) growth in May expanded at one-fifth April’s rate, 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) and Kansas City (15.0 from 10.0) billings remained robust. Employment (20.4 from 
22.4) growth remains solid, with hirings at Kansas City (34.0 from 19.0) and New York (14.0 
from 7.3) factories basically 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.  

Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data from the Philadelphia, New York, Richmond, and Kansas City regions. (Note: 
The Philadelphia, New York, and Kansas City measures are diffusion indexes, while 
Richmond’s measures are average annualized inflation rates—which we multiply by 10 for 
easier comparison to the other regional measures.) 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. Kansas City’s (72.0 from 83.0) continued to 
remain below its record high of 88.0 posted a year ago. 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 Kansas City’s (42.0 from 57.0) eased from its record reading in April. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5Sm3q905V1-WJV7CgCFdW2YqK2Z8z3czZW84sJyN8YXmKVW34C-zx4jV4drT6Mhp3XX2tzW4rVv546Jgt_KW6jhz_68WWjKlW2rg5WY8l6m2tW807Vct6G6-vwW8WFKpg6vKmByW101Vc683lvjtW383DxC1thL6JW25StVm1_-ZM1W67D_Lf5Sp8RDW4qtXsl1pc_tyW32hSXN7cXdqTW7pjp4n8p93W7W8T4jMT8vFTLjW1xhcMg86ZpWkW4KcNDR3DmdSTW7MmFQ_3HsDqFW3ctMG72M4RNcW6LL5Qz1bTQfvW6G1X3_1SdqymW7l5xnd4fkl7R381Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgYpPV9--Hm76Z_n9W6ywYSp5S0VD9N4CkMw17DgMXN4qM00wYCCBvW2bf0JQ2dPy0qW2KcQKD5yp5pZW6BgLQp3syZzlW2JMNVk6J0-4JN4tqXs4r1PZ1N8H5c6Zl_DJtW5BF2Dx7C1czJW1nss876MX-3cW1psGQV37Jxh-W3M-5kL54l0FqVLDjYr7WGPvfVXrB4v2KCv8GW6NQ3c1170kX6W50v16h328dZBN7Wy9xZk9CQQW7txsTp6WxsG5W77ZmqW4mfMMMW7QF2H98RkJSM3g0T1
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Philadelphia’s (51.7 from 55.0) measure slowed for the first time in four months; it was at 
62.9 in November—which was close to its record high of 63.8 in the mid-1970s—while 
Richmond’s (95.7 from 89.3) gauge accelerated this month, though was below January’s 
record high of 112.7. 

Pending Home Sales (link): “Pending contracts are telling as they better reflect the timelier 
impact from higher mortgage rates than do closings,” said Lawrence Yun, NAR's chief 
economist. The Pending Home Sales Index (which tracks sales when a contract is signed 
but the transaction has not yet closed) contracted in April for the sixth month, by 3.9% m/m 
and 18.9% over the period to 99.3, the lowest since April 2020 and the 11th consecutive 
month of negative year-over-year readings; these sales were 9.1% below last April’s level. 
Sales fell in three of the four regions in April, with all down y/y. Here’s a regional look at 
pending home sales in April: Midwest (+ 6.6% m/m & -2.8 y/y), West (-4.3 & -10.5), South (-
4.7 & -10.3), and Northeast (-16.2 & -14.3). Yun noted that “escalating mortgage rates have 
bumped the cost of purchasing a home by more than 25% from a year ago, while steeper 
home prices are adding another 15% to that figure.” Yun when on to say that with mortgage 
rates rising, existing home sales are likely to decline by 9.0% this year, while he expects 
home appreciation to slow to 5.0% by year-end from double-digit rates.  

 

Global Economic Indicators 
  
Eurozone Economic Sentiment Indicators (link): The Economic Sentiment Index (ESI) for 
the EU (-0.5 points to 104.1) continued to fall in May, down 12.0 points from its recent high 
of 116.1 in October. Meanwhile, the ESI for the Eurozone (+0.1 to 105.0) ticked up this 
month, after falling five of the prior six months by 12.5 points. Among the largest EU 
economies, Spain (+4.1 to 104.3) posted by far the biggest gain, followed by France (+1.5 
to 103.7) and Italy (+0.8 to 106.3). Sentiment was little changed in Germany (+0.2 to 107.4) 
and fell in Poland (-,0.8 to 97.8) and the Netherlands (-1.2 to 103.0). For the overall EU at 
the sector level, industry confidence deteriorated for fourth time this year, from 12.8 in 
December to a 14-month low of 5.2 this month, with the current level of overall orders the 
weakest in two years. Consumer confidence remained entrenched in negative territory, 
posting its eighth consecutive decline in May and sinking 16.3 points over the eight-
month period to -22.2. Confidence readings for the remaining sectors were little changed in 
May, with retail trade (+0.1 to -2.8) and services (+0.1 to 14.3) confidence up a tick and 
construction (-0.1 to 4.9) confidence down a tick. 

____________________________________________________________________________ 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgC4XVkgP3l70M4yyW1C1jQj3VL8PhW5CT_zZ79ddqyW514rLv3j1gpVW2cxgXt4PSJsqW3DQK7n8Q59H7W49CpPN6cvTLMW4XQ72f1Mzhy3W5-zbL73wzPhtW1KD_fD2djMRYW28MYNX6QHNYGW1DPbXT7p7s_1W86_0gL2HjTbxW5mBRJz4GVHDQW8wG-bX4nk0F7W3X6Jw42sqwypW3T1B0K251DM3W1zC7fb51CS6XW7gK7Sp1bSlg8W81RWPx3Xy45lW1_VfGG58nZ4HW274m0Q3wKgk13jl61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MW_dHmQ7__jW4n3CgH2DtVtLW3mxgk34KJx2gN5GS5S33q8_QV1-WJV7CgYcyW4YqQ9L7TlCx1V6jC0R7nWG7HW60fRt-7RxsfjW2c01LD1Lwx9TN8zgf6xyW-_HMq2kthkh_2dW5cY-Bp3L4h8WN9c5kc7tZV80W2VLRFW7gcgR6W6pxCQf3ZBWV5W2Mmd1V726Jj1W5Km7PS8Z27nzW6z7dGt2p96chW1qMQ2V4LstdpW7G1T_j3C-1grW2cpSmF3rZHQ_W9bjNmG8x3F4ZW1Shd6K7ZrYdXN6vJMfky-ZxJVZf7Ch7G9dtLN4GtGfM9VBPKN8PBH3Dvnd8T3pS21


 

15 
 

  
 Contact us by email or call 480-664-1333. 
  
Ed Yardeni, President & Chief Investment Strategist, 516-972-7683  
Debbie Johnson, Chief Economist, 480-664-1333  
Joe Abbott, Chief Quantitative Strategist, 732-497-5306  
Melissa Tagg, Director of Research Projects & Operations, 516-782-9967  
Mali Quintana, Senior Economist, 480-664-1333  
Jackie Doherty, Contributing Editor, 917-328-6848  
Valerie de la Rue, Director of Institutional Sales, 516-277-2432  
Mary Fanslau, Manager of Client Services, 480-664-1333  
Sandy Cohan, Senior Editor, 570-228-9102    
 
Copyright (c) Yardeni Research, Inc. Please read complete copyright and hedge clause. 
 

 

mailto:requests@yardeni.com
http://www.yardeni.com/Copyright.pdf

