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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Dr. Ed’s 
presentation lasts about 15 minutes with another 15 minutes for Q&A. Replays of the 
Monday webinars are available here. You can view a replay of Dr. Ed’s recent one-hour 
webcast on “Predicting Inflation” here. 
  
Strategy: Is the Valuation Correction Over? My wife and I visited Yellowstone National 
Park on Tuesday and Wednesday of last week. My hiking endurance was limited by a touch 
of altitude sickness. The park is over 7,000 feet above sea level. My wife had no problems 
with the altitude. On the other hand, I felt fine when we took a tram 10,000 feet above sea 
level at Jackson Hole, Wyoming on Thursday, while my wife experienced a bit of discomfort 
that high up. We both felt fine on Saturday at the Grand Tetons National Park, which is 
more than 6,300 feet above sea level. 
  
The S&P 500 has been struggling with altitude sickness since the start of this year (Fig. 1). 
It is down 14.3% since its record high on January 3 through Friday’s close. 
  
The S&P 500’s altitude issue has been entirely attributable to the index’s elevated valuation 
multiple. The question is whether it has declined enough to cure the market’s height anxiety. 
Joe and I think so, but the answer depends on whether analysts’ consensus earnings 
forecasts for the S&P 500 will continue to climb to dizzying new record heights or whether 
they’ll get knocked down by a recession. In an earnings recession scenario, there would 
also be more downside in store for the valuation multiple. Consider the following: 

 
Check out the accompanying chart collection. 
  
Executive Summary: As analysts’ earnings estimates have scaled new heights this year, investors 
have experienced valuation altitude sickness, which may soon be resolved by the drop in P/Es since 
the start of the year. Or it may resolve in a much more sickening fashion if a recession sends earnings 
expectations—and valuations—hurtling downward. …. A recession still isn’t our base case; we give it 
40% odds. Notably, our forecasts for S&P 500 earnings and price targets assume that no recession is 
coming anytime soon. … To us, the latest economic indicators suggest a slowly growing economy 
headed for a soft landing, not a hard one. … Also: Wage inflation may be peaking. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgWbqW8kJRF17zb3mYN1NB9yq-8MvWW2KBDJz5v_h4DW55Pqmt9dBYXTW1kf4DM2ZVxRRW1HGVQl4jfV71W76mW8b40MsqTW8_KKZM35YQ5bVtKJSz5BtfgyW5bvVWc57fCmcW79BqBN1BvqJKW7z-XC67yX5GSN5T-1lm-Rs2YW4kjQ5Z3P69tLW1gPQnV3zl-pyW8NfD4b7fb4yQW3jfq_v2wKQ5-VFCp5C2qv5wsW25gX7G5qSDLgW4Fj9gK5St7DXW7x2mJt6-QQlwTrKLh8Wnx3C3n7M1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmYS5nKvJV3Zsc37CgBmJVMFGY971vgV7W2gjvqg3WLC6fW6RJ8zV6XS1NkW5VvnL_4n3QVgW9cWgM65zDLsxW5vQ5PY8_fw6PW4MSGtl26Y0DVW2dTHB04gdm5GVGGgh027jgq3W7zZWmm3b7CmRW7rYpk532hH6VM4v6Fx94_26W5wgXJ77zQXnyW6M__0p17dkL9N4XxnbRlHqxpVDxkmW4hntWQW3sGnRr8RZzcSV8jdRq8vdtg1W2MSqL28zdnJTW75jnGq79879YW8KwXgQ81F2dXW4LLxb93Bj0xNW76TqB45LSRtzW4CcYl98dTb-SN1SPp8Bxb7wkW7QMCvv9f6nrmW3kt64c3Xf4SpW3M6gT091ZschW2wbcf56cmVB2W1df8Jf4zC_xTW7k8gcC3KtRgRW5_kmNV4JHFf0W17lnp88kfyzkN3plHzJtFC-LVCLzhR2B-MKzW4hw8fd52CzZz3btr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgRNCW54VWLJ8-gBVlW3-tNv04b__shW36T7x046GG6mW506JB76WvTzvVCqf7B2_92_mW2pRhmG78WhY2W5K6qv96NdBwvW3vYgKS1LzT6BN73wmQF2x5dDW36RS-Z2LjK40W4NPsCZ8WbdBFVFDrH22x7D82N8TKT0KpDkBGW8yQ-sw85JTr_W7r-TYX6c9PJjW2nF9Sl4tsFkBW1dgZlm4T65mVW4VXKSF3FxfNhN67jnq5lf4QjW7n5mKP5rY1NPN3sVvZbJjHsGW9lW0SB12SMrV3l5R1
https://www.yardeni.com/pub/cc_20220606.pdf
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(1) S&P 500 forward P/E. Investors have been reducing the elevation of the S&P 500’s 
elevated valuation multiple since September 2, 2020, when the forward P/E peaked at 23.2 
(Fig. 2). It fell to 21.4 at the beginning of this year and to a recent low of 16.4 on May 19. It 
closed at 17.4 on Friday. 
  
(FYI: “Forward P/E” is the P/E using forward earnings. “Forward earnings” and “forward 
revenues” are the time-weighted averages of industry analysts’ consensus per-share 
estimates for this year and next. We calculate “forward margins” from forward earnings and 
revenues.) 
  
(2) S&P 500 median forward P/E. On a monthly basis, the S&P 500’s forward P/E exceeded 
the index’s median forward P/E during the second half of 2020 through the end of 2021 
(Fig. 3). They both declined and converged through May, with the former down to 17.5 and 
the latter down to 17.9. Both are relatively high even in a no-recession scenario given that 
that Fed tightening cycle has a ways to go. 
  
(3) S&P 500 forward P/S. Also still very high is the ratio of the S&P 500 stock price index to 
its forward revenues. This forward price-to-sales ratio (P/S) peaked at a record 2.88 on 
January 3 and fell to this year’s low of 2.21 on May 19 (Fig. 4). It closed at 2.33 on Friday. 
  
The forward P/S and forward P/E ratios are highly correlated, since forward earnings equals 
forward revenues times the forward profit margin, which has been rising to new record highs 
since April 29, 2021, thus boosting the forward P/E relative to the forward P/S (Fig. 5 and 
Fig. 6). 
  
(4) New highs. The valuation correction has weighed on both the forward P/S and P/E ratios 
this year even though both forward revenues and forward earnings have been in V-shaped 
rebounds since their post-lockdown lows in 2020. Both have been rising to new highs since 
March 4, 2021. 
  
A recession would force industry analysts to slash their revenues estimates. Their earnings 
estimates would fall even faster since their profit margin assumptions would have to be 
reduced significantly in a recession scenario. The negative impact on stock prices would be 
amplified by further declines in the forward P/E. That’s how bear markets almost always 
play out. 
  
We raised the odds of a recession from 30% to 40% in our May 25 Morning Briefing. So a 
recession is still not our base case. That’s why we are forecasting a forward P/E range of 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgDrkVVzkZf5X_cgfW1jmy7G88GK7YW90cvD02Sv032W4m3J5L55C0FCN5jHq2vNGnxjW5P0tdZ1Bm_GYW5h-NbS8g1N_PW4Bbn3C2bKrTyW5LlnhJ9h9P8YW8SyC6z1rnvMlN53t7PclNMCnW7mT9BC2D0kKlW1Cj_RR5CF3xtW9dx9x03wg9RsW1th_S37Xk9FQW8bYxlm81tDgPW67FD-P90ybyfW81sZPL3zwNCRW8glpbK7GW-kkW47b48k6jQ5MyN34_VCYXGm53W1fMm7K72Wr7Q3hTZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgT5-W8wyGzM6DRYkmW3fJClR1mD81nW3hMrNL57JNtfN8CX8tQdR7q_W5hbSSg6SVvJTW1jwB0z1RBDF0W8B9D-h6bXWxFW7f9_mZ97MsWWW7Gc5-_3Xm09xW46qVHH6VLHSDW8xz9s99kgRYTVYtPR832W_47W91h6kb57nfGbW7FzLzk2MbMBsW9kPMZL8YpvG9VWxtlM3qjt__VxLBnZ961gQYW5nCPC31cy0zyW1FvQXX2W5pfgVTT7x21tlt33W1J1cMN5R_QN6W2KTzbK5_CjwF3crm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgzLSW441QkN1pNTQMW3PbVn-4qBTR3W8XbySM2k-zs7W82pvdL8XlQSSW25rgn84dyy-jW2vTnKl2dy941W598WW93vzqVQW3_G10w7Z19qYW1ZKxyq6w8dlHW7D-W-63Fm-_VW8dYpdX2094qLW7FYz7F6FTqm3W62VY9F3KzMjMVFXYd37DmfZvW35dN6R8qCQP5N8C1s_QyJQynW9c7P-Y1Gb9LWW667Bq_2bvpDlVlyDdM6jb6VsSPlC2tnPVxVKTrqk7DV1WSW19z9NV6J4lv937vB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgCVvW8Z4XFJ2PthLbW1-8Xlj8LG0MXN1VQ_vzgWDn1MQckDrSdtWvW8sYlg833NgpqN3JP37KFbFl3W7nxY491KQT6LW66g-SP2m5d1kW3Z0zPL7NHfZ-W7J-GS2849xnxW5cKH4z3LCB8TW3h0g6C7XdkMPV_SxZ14y_Q8KW4GyTqB6fFpDyW5Wqxq16DJzg9W4GzMBc2H1Y1LVS5zQh6KmL7dW5Q-HYY8dR7KlW19jrNF63Nqb7W9d6ZyZ5J3S50W79bgnl4mZDwDN52GCGppf66s34K51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgKlfW95RwBB71g__GW9kgC8s108fpBW3xTGX38f9p_xW8RLYtR6KTfH3W1F_4Mh5x7q1bW6bYyVs12TyZyW8fFt5p1fqdc_W1rBPdp4JpVrNVQyKD15TF1v8W1RcTRT6yT63WN7M2GzvSNtGHW4x5srT7gpQ5DV3hvB_3ffZfMW42ncBk2H0mn2W2yt1yx85Z4ksW8vpsnJ3D4vTpW52VM9_1_03S1W8zXVJL90hV1sW2bT9Wg10pPcPW8Sc3X_6lktBkW6gy3Gy77tgNJV_X8hY4NCzQz383T1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZr3q905V1-WJV7CgBdMW38TVXc22LPCyW4C7G1M54HYLHW3tCx6g8-GkgFV6fPYG6P8RLNW48DN-b5dB5T2W1ks3qD5S-RpmW3510Mj1Pl6g8W2zLz7G4GZ806N4xQHTCNy7_WW2X_hsC3jQHtjW90xvtl134KyxMsl7MKtNJjcN6KvKhTTBbPQW66RS5W6pSx-SW2hfYK86kflFbN7cFNXJdyGPCW6qNyZk3D2_m4N7K3xRv9SpgvM28dkkTLZs4W7zJ95221wGjlW1HddBn6df7FZW7j1Bt93R8wTDVfysRQ4MNw_wW1xvcLS6HSjbp34JL1
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15.0-17.0 for this year and 16.0-18.0 for next year. In a recession scenario, one or both of 
those ranges would be much lower. We are also projecting that S&P 500 earnings per 
share will rise (not fall) this year to $225 (up 7.9% y/y) and to $240 next year (up 6.7%). In a 
recession scenario, one or both would be falling. 
  
In the following section, we look at the latest batch of economic indicators and conclude that 
they don’t indicate a recession, on balance, at this time. 
  
(5) Rule of 20. While we are on the subject, one simple model of valuation, the Rule of 20, 
posits that the S&P 500’s P/E should be around 20.0 minus the CPI inflation rate on a y/y 
basis. Previously, we’ve shown that there has been a reasonably good (but not great) 
inverse correlation between the inflation rate and the S&P 500’s valuation multiple, using 
the P/E based on four-quarter reported trailing earnings from 1935 to1978 and then forward 
earnings thereafter (Fig. 7). 
  
Subtracting 20.0 from the inflation rate shows that there is a good (but not great) coincident 
relationship between the composite actual P/E since 1935 and the P/E constructed based 
on the Rule of 20 (Fig. 8). We are glad that there isn’t any science behind the Rule of 20 
since the headline CPI inflation rate was 8.3% during April, near May’s 8.5%—which was 
the highest since December 1981—implying a P/E of just 11.7. 
  
(6) Misery Index. By the way, since 1948, there also has been an inverse correlation 
between the S&P 500’s composite P/E and the Misery Index, which is the sum of the CPI 
inflation rate and the unemployment rate (Fig. 9). The Misery Index was 12% during April, a 
relatively high reading but well below its 15%-22% readings during the Great Stagflation of 
the 1970s when P/Es fell below 10.0. While inflation has surged over the past year toward 
the high rates recorded back then, the unemployment rate remains near its historical record 
lows (Fig. 10). 
  
US Economy I: Still Growing Slowly. Recessions cause bear markets because they 
depress both corporate earnings and investors’ valuation of those earnings. 
  
At the start of bear markets, they’re indistinguishable from corrections. Corrections occur 
when investors depress the valuation multiple that they’re willing to pay for expected 
earnings because the odds of a recession are increasing. The valuation deterioration is 
recognized as just a correction after it’s over and the recession hasn’t unfolded as feared. If 
a recession does occur, industry analysts scramble to cut their earnings estimates and 
investors whack the valuation multiple even lower. If as a result the S&P 500 price index is 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgB1wN4MhX2rrprRPW7PXp-P2h8hwKW7VSGcV8Wb-CCW4nj6G125kRSwW4_xg9g8ykh20W5sgx3p5dKzXKW7DMRB15NbKs2N3H4hWWGKPzKW7FVSxz5r0Gf9W3WkY-q6KLP6dN3Jq1sYQV65VW4x39cN7BtT7yW6L7NTP3Rvt_0W6h1gLf6tcc8kW9132LQ6_7rCGW3Z0YQn7fS-K9W5x9pfR5k63cjW5pJyRN8N-V4JW4tNjGX4-0RtwW2WyPyn5kNbBMW6WFmkp1dZJ-KW7xzlZP2C7hlc35nf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgN-JW54Wxy78Z_68YW5BNTnS3Fm-cMW8YtRpX107zk0N61d40G2Jyx6N4rnTTRd-4xMW661B-w6Dk8HcVW976d5mrT3GVj0RCL8hnB4YN3MmXmSj18xJW7ymmZK5zT6JVW21QkwK1HYXx-W9d-GML4tFnfyW8NYkXT5Xs9yjW7Mx-wH3qBNs8N1cG4q11rjkMW6FJd9T8BzX8yW4tJmDq9fTWK4W8RLZ_y667GVhW77Vv2w2y9zSvW2J6-fg2FW-cZW45gM2Q6-wKzNW3skxfk7nFxZZ3mzZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgLC9W23-jjb28LjL3Vc_9NJ26VNRQN7MstCh7s71ZW6_kdXy2W3_07W5YvdS47WMCKpVwS7XM6jbCVTW15KwJ26T7CQLW90VzFh5tFPsJW6lRxg11WJcGJW3l9G055PfX-0W5jfbDy4sh600W8y2K_61mkJHKW5-9LBq3fxZCyN5FHfhtdn9S2V81hx83NjT9mW7Y8k6S5fWdT1W3N8Ylh2Wm3NnVvtM813-dX5cW1McB-y247WMFW7pqmvh9hBktgW2X4kvJ3Fg2w5N66mLPnhdMnf36Xz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgT8vW3wV1XT9bj2SrW4PF6zq41GT5FVgSg6N6t1MNNW7GG4FS7VP_nVW8YrC047NgWGXW2FMYwW994T8KW8Fd--l3X03PSW1zmxpX5tYX6PW59C1hB6zQKzvW5szppd83BPz0N6PbGg5w6mRlW7p6LKb136fR4Vqj8Pn51nLyyW5lXTyb8HMCFpV25VyY4YqxpfW59KlHh6qWNbcW8X--CC2jC1Z_W2sffyJ1SlnPyN6_WNyQdfy8gW4nvYVB5Ds563W8V7Tjr21qwyPW4wV8Q71fYR2X3bZt1
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knocked down 20% lower measured from the peak, we have a bear market. 
  
The S&P 500’s composite P/E has fallen below 15.0 during 14 of the 15 recessions since 
1935 (Fig. 11). While we recently raised the odds of a recession, we still aren’t convinced it 
is coming anytime soon; we currently see more signs confirming a soft rather than a hard 
landing for the economy. Here are the latest ones: 
  
(1) Employment and income. Our Earned Income Proxy (EIP) for private wages and 
salaries in personal income increased 0.6% m/m during May, as payroll employment rose 
0.3%, the average workweek was flat, and average hourly earnings rose 0.3%. Our EIP is 
up 9.6% y/y, outpacing April’s headline PCED inflation rate of 6.3%. In any event, the labor 
market remains tight as the ratio of April’s job openings to the month’s unemployed workers 
remained very high at 1.9. 
  
(2) Consumer spending. Notwithstanding the lackluster gains in real personal income, real 
consumer spending (saar) rose 3.1% during Q1 and is on pace to grow at 4.4% during Q2, 
according to the Atlanta Fed’s GDPNow tracking model as of June 1. That’s the case even 
though new motor vehicles sales fell 12.1% m/m to 12.8 million units (saar) during May (Fig. 
12). 
  
Consumers seem to be pivoting from spending on goods to spending on services. Helping 
to offset the weakness in real incomes is that personal saving over the 24 months through 
April totaled $2.3 trillion, exceeding the comparable pre-pandemic pace by about $1.0 
trillion (Fig. 13). This is consistent with the June 1 comment made by JPMorgan Chase 
CEO Jamie Dimon that “fiscal stimulation is still in the pocketbooks of consumers. They are 
spending it.” 
  
(3) Capital spending. Business spending is also holding up quite well. The regional business 
surveys conducted by five district Federal Reserve Banks have been showing some slowing 
in current and future capital spending but suggest that such activity continues to grow (Fig. 
14). 
  
(4) Business surveys. May’s national M-PMI remained solid at 56.1 (Fig. 15). However, its 
employment index was weak, and its new orders index has been weakening. The 
comparable averages of the regional business surveys conducted by the Fed district banks 
also showed some weakness for overall business activity and new orders, while their 
employment indexes remained strong. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgH24W2yHb0g4sT2C9W99y-M99562pyW2gTJcn8nfW65W7npWR_2DHG3yW3vnsXx6K1qzLW95Y8j_9gk6HKW24CH7c2MtCphW7lt3PW5B3mkCW8dNl9M51qBZ7W3D1p7W4V_PJ0W2p4NV94Ybv0MW4pC6qW7rb66NW54MK017GQqySN5hJ9MFvj_cgW2v0TgT4X7BBRN1hK51nN3vZDW59lTRW5v5FVwW3LfWN27Mn68SW7SwmmY3bG8c8W3WbHgx1xs0XqW8bJSHT90Lq0HMYVZrX8SD1-37j11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgS0fW4CHL1_7Y_CXmW2QBnQ27y-c75W2n0Wxm3J1qxZW11tPZy189k2rW8Q7GNJ27z56fN518QFlh7mgjN26Dlq1CygYcW1DGrmZ79FjvLW1jH3yD4vqV1-T-F7H7v4QkxW3xtV5V7t19FRW9gG6Qj1j8mXDW3VSB3l3CBwCdW25sYHF2PRnqQW7lCzDL8zmxd4W8T1sB85blZDDW7-ztlZ7vvX7wVSQXhY4pG6mRW3lfS083zl3j5W6sP3vg1BqfXdW5SnHY33jK_PDW6cQ5Pw4YjHS03c_W1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgKPRW4cHk164XQbYSW4hnr_s1YJsv9W1TvfbK7nNFtDW7xY5Mv7sgzjpW6hsk-d6Czd2fW5dsCcR215NWHVnTXlD8Cbh42W6g73Jh8gF_v_W4DK7J61gpymZN6HsNvjDT2HHW7SGd3p5dc05kN1k1M1ZLY-MvW3xRBDN6W98XjW37Fvpv1Gh1p7W61fHgN6wt8PKW8MRPWF7ntXyzW6lCFjY465S0WW72g_sH2SRL-PW6j1NtR1DgMCwW4L7N6V8sDKMqW1X-5843nTrZsW4pCgLW12-jmr3pLf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgKPRW4cHk164XQbYSW4hnr_s1YJsv9W1TvfbK7nNFtDW7xY5Mv7sgzjpW6hsk-d6Czd2fW5dsCcR215NWHVnTXlD8Cbh42W6g73Jh8gF_v_W4DK7J61gpymZN6HsNvjDT2HHW7SGd3p5dc05kN1k1M1ZLY-MvW3xRBDN6W98XjW37Fvpv1Gh1p7W61fHgN6wt8PKW8MRPWF7ntXyzW6lCFjY465S0WW72g_sH2SRL-PW6j1NtR1DgMCwW4L7N6V8sDKMqW1X-5843nTrZsW4pCgLW12-jmr3pLf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgKkRW1g05kl8mpYXkW6kw0zm4vh93zW6rfbqQ7kSp6hW7JdSHq47JvzGW98CQgg2GrdTYW81BGhN4vhTy-W6zj0CC5P9mgmW1X8clx7-mbmRW247dsJ7x4BsxW8ZyV-j73cVWqW7nYk0Q7pKTYjW4Ymvsr2czVGsW5gltdk5zdbMFN8vqY9SfCxpsN6VCtftYWNg9W7FghXR1lmSw2V1r3kg1rb9qbW3n32Ry40-cx5W2_ttQG6KQdsdW1h5bGp1YYx1HW6RlhdC7HBf5ZW2pW7SH2Lv0-V35xg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgPDgN7v4Z4L8RH2SW389wT010YYqBW66WbdZ86qlVQW44vkyM3KsWt0N493z7JnY47dN2RrNBD7JcZyW3_T2F231FkGtW8c0HKv6GRBk8W3fKcvH1T4kMZW5nsLvk297Vn_W5mwWKH6Ql0b0W362rhh7B22CBW2tjld22xBCp-W4vys246-HZWPN6DHK5f--9ZYW234M7_5KY423W6fCr6X5VxxJ9VXhKNF7xtZpYW6XnV8c8HkYCvW46cFcq10DHP_W3mLNqG25Fsd7W7QQTNQ1_8ggC3n5F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgPDgN7v4Z4L8RH2SW389wT010YYqBW66WbdZ86qlVQW44vkyM3KsWt0N493z7JnY47dN2RrNBD7JcZyW3_T2F231FkGtW8c0HKv6GRBk8W3fKcvH1T4kMZW5nsLvk297Vn_W5mwWKH6Ql0b0W362rhh7B22CBW2tjld22xBCp-W4vys246-HZWPN6DHK5f--9ZYW234M7_5KY423W6fCr6X5VxxJ9VXhKNF7xtZpYW6XnV8c8HkYCvW46cFcq10DHP_W3mLNqG25Fsd7W7QQTNQ1_8ggC3n5F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgXjTW8gbwdl1BG2k2VQXLWk2S9GRGW5nsG-11VgltyV956pY78QBMtW1HK3MH7x_K_wW35TZ-J6w2097W495Vtb4yZ2gBW4dZP9854q6LdW5wHcSZ4k3YpBW7Q4Jnh1VJ2kYW8SVn5S6dYdmsN41jqyTHbcgxV58H-n7_NCXbW1wNMff61w-rWW961DFT1qvg1MN2spcfJthzKTN7d-Wz-qNVyWN6rJ378lTcSsV5D0cy7YTR7QW8nyN593YltqMW3_F79T7nDBXbW1bFXTK6JgF2c3k4p1
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(5) Recessionary indicators. Currently, among the most recessionary indicators are 
housing-related ones. Mortgage applications for home purchases have been tumbling since 
the start of this year as the combination of record-high home prices and surging mortgage 
rates has depressed housing affordability and demand (Fig. 16). 
  
Also depressed is the Consumer Sentiment Index (CSI), which is very sensitive to 
inflationary pressures, especially rising gasoline prices (Fig. 17). The CSI dropped to 58.4 
during May, a reading consistent with past recessions. The national pump price is soaring 
along with the nearby price of a barrel of Brent crude oil, which rose to $119.66 on Friday. 
  
US Economy II: Wage Inflation May Be Peaking. Friday’s employment report suggested 
that wage inflation may be starting to moderate. Average hourly earnings for all workers 
rose 5.2% y/y through May (Fig. 18). But the 3-month annualized pace was 4.4%. That’s the 
fourth month in a row that the 3-month inflation rate has been below the 12-month rate. 
  
On the other hand, the comparable comparisons are mixed for the various major industries 
through May: leisure & hospitality (10.3%, 8.9%), education & health services (5.7, 2.2), 
retail trade (4.7, 3.4), wholesale trade (4.2, 2.9), nondurable goods manufacturing (3.6, 0.6), 
other services (3.2, -1.7), natural resources (2.9, -0.8), financial activities (2.3, 2.3), 
professional & business services (6.6, 6.7), transportation & warehousing (7.8, 8.7), utilities 
(5.9, 10.6), construction (5.6, 6.9), durable goods manufacturing (4.5, 5.3), information 
services (3.4, 4.8), and natural resources (2.9, -0.8). 

 

Calendars 
  
US: Mon: None. Tues: Trade Balance -$89.3b; Consumer Credit $34.5b; API Weekly 
Crude Oil Inventories. (Bloomberg estimates) 
  
Global: Mon: Japan Household Spending -0.8%m/m/1.3%y/y. Tues: Eurozone Sentix 
Investor Confidence -20.0; Germany Factory Orders 0.5%; Spain Industrial Production 2.7% 
y/y; UK C-PMI & NM-PMI 51.8/51.8; Japan GDP -0.3%q/q/-1.0%y/y; Japan Leading & 
Coincident Indicators; 3.0b;  Trade Balance $RBA Interest Rate Decision 0.60%. 
(Bloomberg estimates) 

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgSdyW1ZXTKX7QLWV4W7tvSwF4MG9-rW5Q0xFf8XR53CW1Y8MGW2MDsb5W1GvcP_4G2Y9QW4rXrYF2X5XD4W3b1c_t2ZqLh-W19dlCD5lC_9jW6hWLfr19ZKjdW2PryLC9hcQwCW2vg4yH3Yv4L_W1WtDjd8zxhMZVjyZBn7b9CCSW7Ty8Jg3V4XhbW4vcs3C2VSZnqW4Jlq0w89tJX3N2wwTYBZPW6jW54tkWB1Q9JwTW3-G4TL8n5ltCN5YwrhsfXzv3W6t9-Gh1nsKcxW4mC9fr8j6TVC35NX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgJxXW4dQDwD24nhS0VPQ4f42cpx8gVXd5J2528VNfW4_nlQq5PhJSVN5ZCzqXQ1n4VW1dvV7m5Ht7B4W4w7NGX5_b83VW5T9shv991fBkV2k8j691d93HW2yT8dq1ly0NJW6-qQMg657MpRW5KRvkm8jSWG8W8jQPKK9fj2LXW8wZZK06Qb376N196Wk8Yy_6PW4Lv_3d8QD4fLW5SYsfs3_34jpW1FssPx9jqWNXW6nqmXx5_T-s6W8hnqtD7jqJRcN4jZp5gGZ6YWW3K_Mhd3hjhRy35XP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgSsWV3_CPk2HDmPwW4rwG0K4vgXJ_W8sQ8hl2sb68cW6Z3_X18Q_t1sW5g1Yj63kWTqDW8Dshs47W4vcmW1KQ6jF5gmyXTW5Pf46h8ZKysyW5gmj3J4lzh9kVvMzDF18P3YrN2ctcqTGBlYWW6LKfvk43tV5mV_5srN44mgx_VkDB0y8LcdKyMGjSbnbttRKW2vc8s94-7npgF4DJw6SgNPSW96nzGv2VW0KGW2tlc027B6Fd7W4BKsT_4Qj3sdN3q4577XPS5gW7KBJhS8jB4lW3dj81


 

6 
 

Strategy Indicators 
  
Global Stock Markets Performance (link):The US MSCI index fell 1.2% last week for its 
eighth drop in nine 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 15.4% below its 
record. The US MSCI ranked 33rd of the 48 global stock markets we follow in a week when 
23 of the 48 countries rose in US dollar terms and the AC World ex-US index rose 0.4% to 
16.3% below its June 15, 2021 record high. EM Asia and BIC were the best-performing 
regions last week with gains of 2.2%, ahead of EM Eastern Europe (2.1) and EMEA (1.3). 
EM Latin America was the biggest underperformer with a decline of 1.9% followed by EMU 
(-0.7) and EAFE (-0.3). Colombia was the best-performing country last week, rising 8.5%, 
followed by Hungary (8.3), New Zealand (4.7), and the Czech Republic (3.8). Among the 27 
countries that underperformed the AC World ex-US MSCI last week, Pakistan’s 5.4% 
decline was the worst, followed by Argentina (-4.0), Mexico (-3.7), and Egypt (-3.5). In May, 
the US MSCI dropped 0.4% for its fourth decline in five months, underperforming the AC 
World ex-US’s 0.3% gain and ranking 30/48 as 28/48 countries moved higher. Chile was 
the best performer in May, with a gain of 18.0%, followed by Colombia (13.4), Sri Lanka 
(11.6), and Brazil (6.2). The worst-performing countries in May: Pakistan (-16.9), Hungary (-
15.6), Egypt (-8.0), and Turkey (-6.8). EM Latin America rose 6.5% in May, ahead of EMU 
(1.0) and the AC World ex-US (0.3). EMEA (-6.3) was May’s worst-performing region, 
followed by BIC (-0.5), EM Eastern Europe (-0.2), EAFE (0.2), and EM Asia (0.2). The US 
MSCI’s ytd ranking dropped four spots w/w to 30/49, with its 14.9% decline remaining wider 
than the 12.5% drop for the AC World ex-US. EM Latin America has risen 14.5% ytd and is 
the only region outperforming the AC World ex-US. The laggards: EM Eastern Europe (-
81.8), EMEA (-29.9), BIC (-18.8), EMU (-17.3), EM Asia (-14.7), and EAFE (-13.1). The best 
country performers so far in 2022: Chile (33.6), Colombia (31.6), Jordan (20.9), Brazil 
(20.1), and Peru (11.0). Apart from Russia, in which investors have lost 100.0% this year, 
here are the worst-performing countries ytd: Sri Lanka (-62.9), Hungary (-36.4), Egypt (-
35.3), Pakistan (-31.5), and the Netherlands (-27.3). 

S&P 1500/500/400/600 Performance (link): All three of these indexes soared moved lower 
last week. SmallCap dropped 0.4%, less than the declines for MidCap (-0.7%) and 
LargeCap (-1.2). LargeCap is now 14.3% below its record high on January 3. MidCap 
ended the week 13.4% below its record high on November 16, and SmallCap stayed out of 
bear market territory for a second week at 15.2% below its November 8 record high. Eight 
of the 33 sectors rose last week, down from all 33 rising a week earlier. MidCap Energy was 
the best performer, with a gain of 2.5%, ahead of SmallCap Energy (2.2%), LargeCap 
Energy (1.2) and SmallCap Industrials (1.2). LargeCap Health Care (-3.1) was the biggest 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgGWDVRwQ7k3TdBbqN17wJfnKPsJcW7fh_th7FTbHdW4tyjTl8PKj9dW4CsWqQ40_f6HW14LCjp1wkB8dW8yF43Y4BgTm0W5PPYnx7R2SS7W4tH9738nvXSsW3B7-6C6mNxWcV1bvdd4z5DBjVdjSVL9krhNHW7L24lN54SsrMW7Kgj8_8_mykYW3GS9Tz3jH_r1W5bHb5g7bz6hQW6bSLfS53Tmy4W4YnqNr4d5mY2W3sGbFy882_wWN8ld08BHjmTTW85NgBJ1hjgZ6W10kQqk7bmQvS3gGv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgK26W2z61fh1jZN0qW4nDG_Z5PlWXGW56G6dX6fMl8TW6MrZ_D2qcPd8W5rsqML8t7By3W72RlsD6d5QVFW3CXtxW4X9h1PW7tcyHc7NBv7fW96MBqr15sx6ZN5lYpSv_csHnW43rFJz6XsqFPW4JyMW61JYwS3W8Ks-bs6gvB0qW3KmYyS2zb9RmW95Fcdk7hwRLyW2K9bP112B0w5W8-LwyZ2ZmhPCW4C23Ss1HYTlJW3PlgwP3pMyVyW5tlGY793mxyjW556l1r6STyGqW2W_2VW7GWcKG37jy1
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underperformer last week, followed by MidCap Real Estate (-2.5), LargeCap Real Estate (-
2.2), MidCap Materials (-2.2), and SmallCap Communication Services (-2.2). During May, 
SmallCap rose 1.7%, well ahead of the 0.6% rise for MidCap and LargeCap’s flat 
performance. Twenty of the 33 sectors rose in May, up from just two rising during April, 
which was the lowest count since February 2020. May’s best performers: SmallCap Energy 
(15.6), LargeCap Energy (15.0), MidCap Energy (11.1), and MidCap Utilities (6.8). May’s 
biggest laggards: MidCap Real Estate (-5.2), LargeCap Real Estate (-5.1), LargeCap 
Consumer Discretionary (-4.9), and LargeCap Consumer Staples (-4.7). In terms of 2022’s 
ytd performance, all three indexes are down ytd, and LargeCap continues to trail the 
“SMidCaps” in the performance derby. SmallCap and MidCap are both down 11.3% ytd, 
less than the decline for LargeCap (-13.8). Just seven of the 33 sectors are positive so far in 
2022, unchanged from a week earlier. Energy continues to dominate the top performers: 
SmallCap Energy (68.4), LargeCap Energy (60.1), MidCap Energy (51.7), LargeCap 
Utilities (3.3), and MidCap Utilities (2.9). The biggest ytd laggards: LargeCap Consumer 
Discretionary (-25.5), LargeCap Communication Services (-25.1), SmallCap Consumer 
Discretionary (-23.3), SmallCap Health Care (-22.1), MidCap Consumer Discretionary (-
20.1), and LargeCap Tech (-20.1). 

S&P 500 Sectors and Industries Performance (link): Just one of the 11 S&P 500 sectors 
rose last week, and six outperformed the composite index’s 1.2% decline. That compares to 
a 6.6% surge for the S&P 500 a week earlier, when all 11 sectors rose and four 
outperformed the index. Energy was the top performer with a 1.2% gain, followed by 
Industrials (0.0%), Consumer Discretionary (0.0), Communication Services (-0.1), Materials 
(-1.0), and Tech (-1.1). The worst performers: Health Care (-3.1), Real Estate (-2.2), 
Financials (-2.1), Consumer Staples (-1.7), and Utilities (-1.4). The S&P 500 edged up just a 
hair above a flat performance in May, a welcome reprieve from April’s 8.8% decline. Six 
sectors moved higher during May and beat the broader index. That compares to one rising 
in April, when seven beat the S&P 500’s decline. The leading sectors in May: Energy (15.0), 
Utilities (3.8), Financials (2.6), Communication Services (1.8), Health Care (1.3), and 
Materials (1.0). May’s laggards: Real Estate (-5.1), Consumer Discretionary (-4.9), 
Consumer Staples (-4.7), Tech (-1.0), and Industrials (-0.8). The S&P 500 is down 13.8% 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 (60.1), Utilities (3.3), Materials (-4.8), Consumer Staples 
(-5.0), Health Care (-8.1), Industrials (-10.0), and Financials (-11.1). The ytd laggards: 
Consumer Discretionary (-25.5), Communication Services (-25.1), Tech (-20.1), and Real 
Estate (-15.6). 

S&P 500 Technical Indicators (link): The S&P 500 fell 1.2% last week and weakened 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgZx3W72sY3l6Dz6VqW7KNfGM8sGWDSV7rdCy1FyRvWN5-yXc_8_Sc9W4RWwVS6NK7tqW8Nt3g77-x1xmN75PGS2x4vDYW12Xskt6thx7DW2Sr6sh6FN740W6XLFqg23N-5nW87lsyV361mHMW3bwvJ93NGFXQW2Mqfph4djsRJW6Z-NVG4qxmK_W4-VBtx4dZkh8W2yKLHZ61lwwBVFvrWB8s1SSjW7s9tLN4L6B8NW8P8D7x3BkMG2W77Vd9l4mXB_GW5t3L_63Nsy3XW60K2v96WcmW03l4q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgC7MN2qwZFVTSbN7W2h35BT1YzbHHW1_nLcR2T6NrfW6nspGG4jvrTKW7wvYXH98Rs0RW7RDwX221Y1x4W8vqsyv1KYc2TW1YmwRb77y8BkW1_qKHt6RN5skW8Jx4gf2Kj8_nW79htXr34GsP8N3q9CSPLXGrRW7KBj_V6WJMV7W5Bnlz4338rzCW5vMm6B187gq4W6Z04fm1bMxRwW2GlYNF7fc9ZCVrrnZZ5qMx-nW5p0w5v60b-ZwW7Sgz0w6_MfhjW2yQJmd3Lkh7LW6HZmr460J1VX3bp31
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relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma). 
The index closed below its 50-dma for an eighth week after four weeks above and closed 
below its 200-dma for the 15th time in 17 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 an eighth 
week as the index dropped to 3.1% below its falling 50-dma from 2.7% below a week 
earlier. Still, that’s up from a 26-month low of 9.5% below on May 19 and compares to 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 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 7.7% below its falling 200-dma, down from 6.8% 
below a week earlier and 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, unchanged from a week earlier. Energy, Materials, and 
Utilities are the only members in that club. Two sectors have a rising 50-dma, down from 
four a week earlier as Consumer Staples and Materials turned down w/w and left Energy 
and Utilities as the only members of the rising 50-dma club. Looking at the more stable 
longer-term 200-dmas, three sectors are above, down from five a week earlier as Consumer 
Staples and Health Care turned negative and left Energy, Materials, 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, unchanged from a week earlier: Consumer Staples, Energy, Materials, and 
Utilities. 

 

US Economic Indicators 
  
Employment (link): Payroll employment in May advanced 390,000, below last year’s 
average monthly gain of 562,000 and the 513,000 average the first four months of this year. 
Meanwhile, jobs growth was revised slightly higher in April (to 436,000 from 428,000) and 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgDR-N8fD8WpCpGlRN1J3QBKl3dVgW4bhZkc2lYpB6W9l8m0b4hKfVnW1771sY3x0VHJW69zlpK6Vnx69W6jz9cQ4nVtYtVNCGmm1L503pW6B2-0N2jPS7hW43cgcV5k8TwHW6YKgq87X22d1W2FY3Nt5YCLpsN4py4qmsb9dcVyw4Pb2P7NB4VBCJjc2HwflQVW83H01cRrPZMJ6fwg1vgTcW8zyr4Y3lltXLW2CkjdL3lkLc4W10mbqc5z5MgnN5LBT98hmQJYW2QNjHM7cHk5H39Mp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgD5DW3WHW4X66BqpWVHsBhm10zQSKW2f-Cb47xLWSWW4SZM512p0JTdW8K24jJ5D9YQqW7fdrg78lFfztW7grkXj3nqSZTW7GrV928tJKq3W85nZX78_ztwTW7-5XpX4YFJ71W7vGT185LzkRyVd63Vc1bbXP2W2XyZFQ65KYxlN629f7c28rvDW39Zkx-79QgXxW5NB13R7D8R8tW6hrl6J4MLz7bVc2tFV72qxDKW8PF-sR6n7ZJdW295FQ-1FVvN0W47g7jG5s7VQpW9fpcL-87khFG3mCh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgBy-W6Fs0RV2070rfW8nCSx_8ntK5LW5MZb4D8BPVbTW13Htc174xNBCW5MjJTv2j4146W4NTywH4PnJdmW5THQwh4V5BvvW38zPbL1Ls7VyW7XWB6H3PK8w-W4VVNkG6bKSZcW5ZxB522X8wzzW1Bgv6N3SXPt0W2-HTNr3kR9sJW1BdjZs7qXWDbW3wh16g2CtVxXVpr7J65Nz3lMW8VJslg4BQsTgW8qpJWZ68gFWVW44g4hf8cP97lW33FMSx50r_XkN46chMrYNc-mW4Wn-9G5CQ1FX33g01
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lower in March (398,000 from 428,000), for a net loss of 22,000 over those months. Private 
payrolls advanced 333,000 (nearly triple ADP’s 128,000)—the slowest pace since April 
2021—while revisions to April (405,000 from 406,000) and March (385,000 from 424,000) 
payrolls show a net loss of 40,000. Total payroll employment has recovered 21.2 million 
jobs since bottoming in April 2020, though is still 822,000 below its pre-pandemic level. Job 
gains in service-providing industries increased 274,000 in May, a 13-month low and slowing 
considerably from the 525,000 average gain the first two months of the year. Goods-
producing jobs advanced 59,000 in May, slowing steadily from February’s 114,000 
increase. Industries posting the largest gains during May were leisure & hospitality (84,000), 
professional & business services (75,000), transportation & warehousing (47,000), 
construction (36,000), and health care (28,000). As for education jobs, both state 
government (36,000) and private (33,000) payrolls posted solid gains. Here’s a tally of 
where industries stand relative to their February 2020 pre-pandemic levels: professional & 
business services (+821,000), transportation & warehousing (+709,600), retail trade 
(+159,000), financial activities (+78,000), information services (+64,000), nondurable goods 
manufacturing (+58,000), construction (+40,000), education (-800), wholesale trade (-
41,100), mining & logging (-68,000), durable goods manufacturing (-75,000), health care (-
222,600), and leisure & hospitality (-1.3 million). 

ADP Employment (link): “Under a backdrop of [a] tight labor market and elevated inflation, 
monthly job gains are closer to pre-pandemic levels,” said Nela Richardson, chief 
economist, ADP. “The job growth rate of hiring has tempered across all industries, while 
small businesses remain a source of concern as they struggle to keep up with larger firms 
that have been booming as of late.” Private payroll employment increased only 128,000 (vs 
the 300,000 consensus forecast) in May—the weakest since April 2020—after climbing a 
downwardly revised 202,000 (from 247,000) in April. Payrolls averaged monthly gains of 
557,000 the first two months of the year. Employment gains in both goods-producing 
(24,000) and service-providing (104,000) industries slowed dramatically from their average 
monthly gains of 82,000 and 475,000, respectively, during the first two months of 2022. 
Manufacturing payrolls increased 22,000 in May, accounting for nearly the entire gain in 
goods-producing payrolls, though was half the Q1 average monthly gain of 44,000. The 
biggest gains in service-providing payrolls occurred in health care & social assistance 
(41,000), professional & technical services (19,000), leisure & hospitality (17,000), and 
financial activities (10,000). Here’s a tally of industry performances relative to their pre-
pandemic levels: trade transportation & utilities (+725,000), professional & technical 
services (+515,000), construction (+277,000), administrative & support services (+199,000), 
manufacturing (+67,000), health care & social assistance (+97,000), financial activities 
(+65,000), education (-18,000), information services (-47,000), management of companies 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgDl1W24v-DG2WK56YW8HY_9V2NGS5HW50JzWF8RMfqNW6F-NCm2G_qZmW6QvWKx6d2vV1W5gyTLz6qbpR4W4jDg8r9kjqH5W3Ckd8l56dzJSW45pdXj3FlgmFW2Syv7T7fPS2yW56JCnj3qcNrjVjDvcV8CVWG2W8cRklH1GyhhYW90L3ky31NL6gW8ptk_k1D5Z9nW3xRKR86Kpx60VgxbMV1pDhZXW4KGNZ01Q11FfW2JdM-_3SBQ2ZN2ZL1GbsmVfZW2LRjTS36WM3TN5kTfcxkMj2T3cDH1
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& enterprises (-48,000), natural resources & mining (-60,000), other services (-190,000), 
and leisure & hospitality (-579,000). Here’s the same exercise by company size: medium 
(+445,000), large (+383,000), and small (+175,000), with small-business jobs falling for the 
third time in four months, by 92,000 in May and 278,000 over the period.  

Earned Income Proxy (link): Our Earned Income Proxy (EIP), which tracks consumer 
incomes and spending closely, recorded its 24th increase in the past 25 months—up 0.6% 
in May and 28.3% over the period—to yet another new record high. The EIP has averaged 
monthly gains of 0.8% the past 15 months. In May, both average hourly earnings and 
aggregate weekly hours increased 0.3%. Over the past 12 months, our EIP was up 9.6%—
with aggregate weekly hours up 4.4% and average hourly earnings up 5.2%—slowing from 
February’s 11.0% rate, which was the fastest since mid-2021. 

Unemployment (link): May’s unemployment rate remained unchanged at 3.6% for the 
second month, just shy of its pre-pandemic low of 3.5% during January and February 2020, 
which was the lowest since 1969. Meanwhile, the participation rate ticked up to 62.3% after 
ticking down from 62.4% (highest since March 2020) to 62.2% in April; it averaged 61.7% 
and 61.8%, respectively, during 2021 and 2020. By race, unemployment rates were mixed, 
with the rate for Asian Americans (to 2.4% from 3.1%) falling to its lowest rate since mid-
2019, while the rate for Whites was at 3.2% for the third month, down from 5.1% a year ago. 
The rate for African Americans moved up to 6.2% last month after falling to 5.9% in April—
which was close to its record low of 5.4% recorded during August and September 2019—
while the rate for Hispanics climbed from 4.1% to 4.3% last month, holding close to its 
record low of 4.0%. By education, those with less than a high school degree slipped to 5.2% 
in May, after rising the prior two months from a record low of 4.3% in February to 5.4% in 
April, while the rate with those with a high school degree was unchanged at 3.8% (the 
lowest since February 2020)—not recording an increase in 13 months. The rate for those 
with a bachelor’s degree and higher was at 2.0% for the third month in May—the lowest 
since February 2020’s 1.9%, and not far from its record low of 1.5% during 2000. 
Meanwhile, the rate for those with some college rose for the second month to 3.4%, after 
sinking from 3.8% to 3.0% in March; it’s only a percentage point above its all-time record 
low of 2.4%.  

Wages (link): Average hourly earnings for all workers in May increased for the 16th straight 
month, climbing 0.3% for the second straight month, after averaging monthly gains of 0.5% 
the prior 12 months. The yearly rate slowed for the second month to 5.2% y/y, after 
accelerating to a 22-month high of 5.6% in March, considerably below April’s 8.3% increase 
in the CPI, which eased from March’s 8.5%. (May CPI data will be released on June 10.) 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgHmPW6hDgtC3SrpWcVGbf4N4wtXD6VXY01P1ZYMg2W7jVdzb3Q2QwdW1Nww008NDZBMW1C_RCH23wLd-W5N_LtP9b5gVKN75pZVvjVx6gW5YgGLl4vkzGQW3P9YrZ62NvLwW519f501_ff48W1FzQ5g7xk8gCN5NYYD8PRfyZW5zpGfb70ZQwJW4Yn1-y8zw346N7zP9BPsr4wgW14GJJw7-2QDxW7ZDxH03VC59XW2pR0RV2XFpgGW9gbv4h5x9_dSN6K4jrM9vk4vW4D2ClL6TnQH83qpN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgY-SW4sp2Z04f6mmrW8HR8H239XhgwW7gwmL21kjZ1KW3cgHP-7Bd97yW8jPspw81F2g2W5FNJRm6Xqg6jN3vKv5NGT4_vW1rNgxq2xHGzpW478XpB2-x1mVW2vK5ym6dLh5fW5gjzkS4_B_qMN4fH9047rs5FW607D8P92Q6prVq9cLk56wQkNW3zt4Tm1JTPZKN8-66vgFSBQqW1ZxBvr431MsPW4PhbY01HNXTkN3xhTplSgxq3W75pfdr8fQsZ7W3YpFWy457stFV3zgnM8j5ztK38wz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgBPdW6PBRjt5xmv-TW1V0mSg6rV2wTV6MkbB8lP1WHW3DCBGd46gZgwW7-N8SH54JCmTW1trn2k7nCsV2W7fdQb78nVlMYN6xDKy0XT65JW8ctxY96XkNLgVyylc75_C5k4W6fBvCx7x8vgdVFcMPS2lt0-bW3MdvKb5WqpczW3WNdrC3hhN5yW56RHny2Bp0pCW1dwr8R76Mb4GW3WxzbR1ZYPfFW78yrFy8hB73FW5GKCWZ97QkTyN2L54-9snw9cW7yX26Z5PMHmpW5ZHhts4ZXfg23mWG1
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Private industry wages over the three months through May increased 4.4% (saar)—below 
its yearly rate (5.2%) for the fourth successive month. The three-month rate for goods-
producing (4.8%, saar) industries virtually matched its 4.7% yearly rate, while the three-
month rate for service-providing industries (4.6) was roughly a percentage point below its 
yearly rate of 5.4%. Within goods-producing, the three-month annualized rates through May 
for two industries were below their yearly rates, natural resources (-0.8% 3m/3m & 2.9% 
y/y) and nondurable goods manufacturing (0.6 & 3.6), while the three-month rates for 
durable goods manufacturing (5.3 & 4.5) and construction (6.9 & 5.6) were above. Here’s 
the same drill for service-providing industries: the three-month rates were below their yearly 
rates for other services (-1.7 & 3.2), education & health services (2.2 & 5.7), wholesale 
trade (2.9 & 4.2), retail trade (3.4 & 4.7), and leisure & hospitality (8.9 & 10.3). Meanwhile, 
the three-month annualized rate for financial activities (2.3) matched its yearly rate, while 
that for professional & business services’ (6.7 & 6.6) was just a tick above its yearly rate. 
Three-month annualized rates for the following industries exceeded their y/y rates: utilities 
(10.6 & 5.9), transportation & warehousing (8.7 & 7.8), and information services (4.8 & 3.4). 

US Non-Manufacturing PMIs (link): The service sector unexpectedly slowed for a second 
month in May, as “Covid-19 continues to disrupt the services sector, as well as the war in 
Ukraine,” notes Anthony Nieves, chair of the survey. “Labor is still a big issue, and prices 
continue to increase.” The NM-PMI slipped to a 15-month low of 55.9 in May from 58.3 in 
March; it was at record high of 68.4 in November. Meanwhile, the prices-paid measure (to 
82.1 from 84.6) measure eased a bit in May from April’s record high. The four components 
that compose the NM-PMI were a mixed bag: Business activity (to 54.5 from 59.1) grew at 
its slowest rate in two years; new orders (57.6 from 54.6) growth accelerated; employment 
(50.2 from 49.5) moved back above the breakeven point of 50.0, after bouncing around that 
demarcation line early this year; and supplier deliveries fell (61.3 from 65.1). Regarding 
supplier deliveries, the report noted continued “broad-based supply chain bottlenecks,” with 
lead times quadruple what they normally are. 

Auto Sales (link): Auto sales in May slumped to 12.8mu (saar) from 15.2mu at the start of 
this year. Sales last April had rebounded to a high of 18.5mu—the best reading since 
summer 2005, when aggressive incentives boosted sales above 20.0mu—before sinking to 
12.4mu by September. Domestic light-truck sales fell to 7.9mu (saar) in May from 8.9mu in 
April and 9.4mu at the start of this year; these sales were at 11.0mu last April. Meanwhile, 
domestic car sales continue to bounce around 2.0mu, falling from 2.2mu to 1.9mu (saar) 
last month, not far from its 1.4mu record low during the pandemic. Sales of imports 
averaged 3.4mu over the first five months of this year, with a high of 3.8mu and a low of 
3.0mu and May’s sales pace the low point. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgB49W33Mhj368lhpNW1Sw8P_66D1fSW3jBp2P6MCH7nW3B2B4g203Z_8V8c4Dg2T8TQyW1CV9Hz7LdWFcW6SC2Qw5v6NlcW98hfbp6Xp6GvW6sV7lJ70jXsFW22ZPk21jhsPZW5Sd8yq4n-86GW5rKtcX7fCgr3W9jCNsd803HdcW28gnlW98JHkMW18Vybt28BdjnW8R4t-j8dV_5nW6f5fj-5tSDTrW15jn3s2NYly_Vs-txj7gCvM2W7n318H3Hx0vVW2-l9hZ46gl3RW4KCjHx94HH543dZY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-Qx593KkMjN12B-XDLZQJtW2_PQhc4KYb2wN1xVmZ73q8_QV1-WJV7CgXPkW89YsR12Ldxr0W7txzvD1VQzstW1tNrPJ8DCn2nW6XgMb_7-mcRsVS0HDl2pLBVQW3Jbyny59fkBYV_GgVy2RVSDpW1GbcSl3zHJtZW8RNNSR99p5xlW1rDbqs1LLXpBVqw-md7P8l92VcTzwj97XQVNW44byS-45yS9tW2RNW3G5gK1FhW1jmVng5HVVX8W876R7-50tGTxV2Cw8S6yhzXCW305mg_10gSWNW1jzrn96QnQy0W3QpG_v5Kl8M1W42tZKw7pFhSzW1hZvRm67v-M33lCJ1
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