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YRI Weekly Webcast. Join Dr. Ed’s live Q&A webinar today at 11 a.m. EST. You will 
receive an email with the link to the webinar one hour before showtime. Replays of the 
weekly webinars are available here. 
  
US Economy: A Mild Recession. The economy is falling into a recession. Debbie and I 
are lowering our forecast for real GDP growth from 1.1% this year to -1.9%, based on the 
Q4/Q4 percent change (Fig. 1). So it is likely to be a relatively mild and short one but a 
recession nonetheless. Next year, we expect growth to resume, with a 2.9% increase 
projected. 
  
The good news is that under this scenario of weaker economic growth, there’s a greater 
likelihood that inflation will decline during the second half of this year and in 2023, as we’ve 
been projecting. So we aren’t revising our inflation forecast. We see the headline PCED 
inflation rate falling from 6.3% y/y during May to 4.0%-5.0% during H2-2022 and to 3.0%-
4.0% during 2023 (Fig. 2). 
  
Melissa and I are still anticipating that the FOMC will increase the federal funds rate on July 
27 by 75bps and again on September 21 by that amount (or now possibly less). In any 
event, two more rate hikes should conclude the Fed’s current monetary policy tightening 
cycle for a while. 
  
This outlook supports our view that the 10-year US Treasury bond yield should stabilize for 
a while around 3.00%, a view confirmed recently by the ratio of the nearby futures prices of 
copper to gold (Fig. 3). Actually, the ratio is now more consistent with a bond yield closer to 

 
Check out the accompanying chart collection. 
  
Executive Summary: The US economy is probably heading into a mild recession, recent indicators 
suggest. We now see real GDP contracting by 1.9% this year. … The good news: The recession 
should be over next year and should slow the rate of inflation in H2-2022 and 2023. The sooner the 
business cycle bottoms, the sooner the stock market will. … Analysts will be getting the recession 
memo shortly and cutting their estimates accordingly. We’re doing so now, lowering our earnings 
estimates for S&P 500 companies this year and next. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0FqX9kQw3V7Wycr7CgYz0N3DL4hYgxdqGW37ZfDH2n0RtyW2LBQW57-rBpjW3qWqJd4j_dRcW4sPbwq658-XHW2GL_RR2pt6LTW6VyntS2bLC2vW43pHH62jM75KW3hckCP6ChrzlVWjDV73rYG91V7hbWk5qfvPpW59X-Rh3PWXwSW3Qx-sd7-gJD8W7_wY8W21RNcrW7gwmnJ6-q8l0N6KHjY9Bp4qwVK0HNq6DrQv9N3Y-JLR_75XbW3XCY_52jZ-5nW7Wt1lB61tyNQVDhw4F8myYKcW4Z6DNd1jZK83W3NBbss14mwTPW43c35G4gQqzkW6XTSNG8pzBj0M9R_V2yD07HW3mcmzh80krnDVtWFbG7cgvKmVZl-y76K_dTyW6mbNVx55-cmxV_nXT87Gzgh8W2j3tD44NdJNsW3tGD157NKCxMW2JLcW87_H7sKW883TH48Tgk6hW16brWy3HtGy_W6C2YPG2G38NqW6HnJYs7j8KZCVtmGs-4ZHTXgN9lxGgbllLtGV-24-f2l40rLW2--7WR3zZ6dXW4zvq_y7Z5-vJW7m0DT44ZsNRyW6hqjKx7sGtvxN8f98Mqpwq1lV6Scfq7Px_CKW29vh5X73xPVtN6w0XnHphy_KV4H2Ws4RdmKgW1YhDX31D5yMFW4Hxcn29j8fwMW92_wYj6vjGh0N6MbjsxyPDpvW4dMk7771NghyW28fYt32csKfnW46vVfw6pdfy1W3QjBW58zvSCYW82rwNc4P90RxW5-M2qt41wZZ_W4-4n8r7Zqv8TW5Sj4KY6t8b3FW5zmd2L163Qg9W3cLgDG68n5tLW1vx26g8Q_KgYVCmCY51kFZ5hW1s4PKg3pg8s5W664BHH59qFGf31-21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgVCnW7nMFkS6kYYMBW4SjTRw5PGMlwW392SpH2YZF04W1XJqym2N_4m1W3vldSV6nJJBmW1WLdwQ7MTF8KW40Yy314ZgwMsW8gWQf37BcNtXW4gztWr8RM7SQW7gPfdb3LmDtnW2NFLDh3rTdHcW931ZcH2VNY4MW2DWW2x4GXk1xW7VfWD27V0HtDV14qY49jSTF9W43Mc8t7_8zYfW3M-Ns6377pmQW6lCbBt80LvZcW3qwGWW8vbKgmVwK8-61_3tPkW3dPjYm3h5P5-W5ft7KR2dW5vY38S51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7Cg-pDW2S1MJx1Sr-K_W213Yps3TB9ZJW6kVvX01bl07bW6Kyr9X9djcccW40-q7745ZmP7W8NJk8w8gdtL1W1knJYR1s3T76W6pz-_Q7Z2GSRW3TBQMC2KPnh4W1n7rrC6t2blYW3QHhS2923JKKN6kKmJBYtr-6W2vKhvT7kBk2rW8PHlCj37plsDN8QmBcTk3_vVW1L7LCB1BL49FW19hlPQ2Yy3qJW2ynXxF3sqZqwW8WJLBP41h7R4N4Mbr1YShQTtW75wYhV7b61vzW1n89rz8tLJjg3njh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgGnRV-901t8ml9rFN2rnl1Rm73yfW3fK73L5h3vxrN21VF01SZS30W5Gjtcv5-QpKnN6p9rSKyw28ZW7nkr006R9TZrW5R93vD7mB7ztVwNb1X25Q6x-W5c25222FzKY0W7WBjXn5vf23ZW17P7658l-j5TW2JrjK23fHJN8W2GrzMM8CthkzW2H0L4d5b_8NqW7PqXxz3SBBlHVstsg_6mhtHZW2mW6DQ8klds8W4NQXXx5WhRWjW8Gx78m2myb_-W38w4Cf1CxW_5W4CjXYp2Zwmq13bvM1
https://www.yardeni.com/pub/cc_20220705.pdf
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2.00%. Its weakness in recent days confirms the recession scenario and the recent top in 
the yield (at 3.49% on June 14), as does the Citibank Economic Surprise Index (Fig. 4). It is 
down from 17.9% at the start of this year to -75.8% on Friday. 
  
Before Joe and I discuss the implications for the stock market of our revised economic 
outlook, let’s review the past week’s batch of recessionary data that caused us to lower our 
estimates for real GDP for the rest of this year: 
  
(1) GDP. Q1’s real GDP was revised down slightly to -1.6% (saar) by the Bureau of 
Economic Analysis on Wednesday, but it was still up 3.5% y/y (Fig. 5). During mild 
recessions, this growth rate tends to fall to zero. During severe recessions, it falls well 
below zero. In our current forecast, the y/y growth rate in real GDP bottoms at -1.9% during 
Q4 of this year. That’s somewhere in between a soft and hard landing. 
  
Most of Q1’s weakness was attributable to an unusually large widening of the goods and 
services trade deficit (Fig. 6). Real final sales to domestic purchasers rose 2.0% (saar) 
during the quarter, led by a 1.8% increase in real consumer spending, with outlays on 
goods and services down 0.3% and up 3.0%, respectively. Capital spending rose 10.0% 
(saar) to a record high, led by a 14.1% increase in spending on equipment (with information 
processing up 24.7%, industrial up 13.0%, but transportation down 7.9%). On the downside 
was total government spending, which fell 2.9%. 
  
That doesn’t really add up to a very recessionary quarter even though real GDP fell. Q2, 
however, is moving more in the recessionary direction with weakness in final demand, led 
by residential investment. Consumer and capital spending are slowing as well. 
  
At the start of last week, the Atlanta Fed’s GDPNow tracking model showed that real GDP 
was unchanged during Q2; that dropped to -2.1% by the end of the week. Real consumer 
spending was revised down from 1.7% to 0.8%, and real gross private investment growth 
was lowered from -13.2% to -15.2%. Leading the decline is still residential investment (-
12.0%), followed by nonresidential structures (-6.6%) and capital equipment (-4.5%). 
  
(2) Consumer confidence & spending. Contributing greatly to last week’s downward revision 
in the GDPNow tracking estimate, as well as to our revised outlook for the economy, were 
last week’s latest readings on the consumer sector. On Tuesday, June’s Consumer 
Confidence Index (CCI) confirmed the weakness in the month’s Consumer Sentiment Index 
(CSI). The former tends to be more sensitive to employment, while the latter tends to be 
more affected by inflation. Notwithstanding the strength of the labor market, both were very 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgP25W8Py3Gq7yfNY2W5H8-gG3SB0wvW8Vq6Fy2VmWhVVyJyCy2dshw4W7L6TkS99dJHhMt4xgFDdJhyVDN7vn7YpwrzW93BC914LT35qW6WLJtf4HL1cdW7r1mpJ3_5NYHW2zbcpN8X-N2jW3PHfM02NMgQHW9dZ6gd7hfC3wW920SnD6XGTqNW3V5PPj1tWFLTW76kjf52MLKqPW2MwBMZ5NPSNxW6sd7rC7xpC23W3LWdF6473pvmW2lY58v75fVdlW2stjnW3bP-2LW5GSnm77zjL603cq-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgYzlW8vx8_16lVFVMW7htXDK41dFxyW5kK71W1M7XyHW5q1W763tp3rnW2dblGF4WTrWCN4cXtCPk5n87MWB6t_vDhZVW3Tb_P-5gMKNjW3Zg9sf5cnRJcW1CGHx85Vz6F1W3qg6bn4rj_gMW1zPTLQ7MtLPtVQBY7B7j5JX3W2SBYBT4HkLDwVtYggp18mX1yW82SvRV5MVltDN61JFl1sDWYwW1lgv504_rxxmW81jV4H71c1bjN6J47sNbWD4NW1M2qGQ28N8_1N6H1ZTKk7J1r3mJh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgBbPN1TTJ7rS9fhMW2LRv1D5JZDMqN5DkwDF-vM21W4tK3Cd6KT4pYW5v6yLT1l38fJW61T84J2ZXNxmVX1mgs1LbkfkW7VhwYZ1r6t08Vc45dm94vhSnW3FW-pC7hKp98W5qtQTs2RskBmW2-9CY190mFn4W93Rjkl1cywN_W8XSSmy7b7mK6W2V2gj_2VmP0mW51pnMY8-6mQNW4Dw-jb10XVrpW3Kkk2d5jTTcpW5DmVvt5_tHR_W18QyF05K_zf7W2qqb6M8BrxwwW1mBFt22pcVdT3mr41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frw3q905V1-WJV7CgGCKW8_cFH141rNQjW83g_d66vz0l1W95Cfrm6XMDnwVMZqJf1RQy4TW1sl_jQ36qBrqN19TgJJqddsXW7t0rmS7GPc_PW3nP9XC5MwWRxW2MV20C920KmnVxbjMT8TnjS6W44F2yQ735GvCN4cSB6R3BpFFW3tkbKv1-lrnlV-8bZ-8CSKr1W778GL18NlBTKW5Y_CB25kC-RNW8cpB3j7PzmvXN3WTF4YFCDFgW340YTv6Qxj5HW8HvPFx6vNLXdW7Vf9Rb4tSyrVW8S03hw25MFDzW5mpj_y4tKZW4W2BH24h7BW7Vr32ns1
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weak last month (Fig. 7). 
  
Inflation is clearly depressing consumers. It has been eroding their purchasing power, 
essentially offsetting what seem to be solid increases in nominal wages. In other words, the 
wage-price spiral is making consumers’ heads spin. Inflation-adjusted personal income is 
actually down 1.0% y/y through May (Fig. 8). That comparison is skewed by the pandemic-
related government support provided a year ago. Excluding these benefits shows that 
inflation-adjusted personal income is up, but by a relatively meager 1.8% y/y through May. 
  
Real personal consumption expenditures (PCE) increased 2.0% y/y through May (Fig. 9). 
The post-lockdown spending binge on goods during 2020 and 2021 has been followed by a 
2.7% y/y decline in real spending on them. That’s been more than offset by a 4.7% increase 
on real spending on services. May’s data suggest that strength in spending on services may 
no longer be more than offsetting weakness in spending on goods. Real PCE decreased 
0.4%, with goods down 1.6% and services up 0.3%. In addition, March and April real PCE 
were revised downward from 0.5% to 0.3% and from 0.7% to 0.3%. 
  
Inflation has been skewed toward essentials including groceries, gasoline, and rents. 
Consumers offset that squeeze by lowering their personal saving rate, which had been 
boosted in 2020 and 2021 by the government support payments (Fig. 10 and Fig. 11). 
There might not be much more room for the personal saving rate to fall; it was down from 
10.4% a year ago to 5.4% in May, holding near April’s 5.2%, which was the lowest since 
October 2009. 
  
Keep in mind that the average of the expectations components of the CCI and CSI is one of 
the 10 components of the Index of Leading Economic Indicators (LEI). This average 
dropped to 56.9 during June, the lowest since October 2011. That’s a recessionary reading. 
  
(3) Business surveys. Friday’s release of June’s manufacturing purchasing managers index 
(M-PMI)—and the underlying survey conducted by the Institute for Supply Management 
(ISM)—was a major contributor to the downward revision in the GDPNow estimate. The M-
PMI was down from May’s 56.1 to 53.0, the lowest since June 2020 (Fig. 12). 
  
The ISM report stated: “This figure indicates expansion in the overall economy for the 25th 
month in a row after a contraction in April and May 2020.” (Anything above 48.7 indicates 
expansion according to the report.) However, the new orders index dropped sharply from 
May’s 55.1, to 49.2. The report stated: “This indicates that new order volumes contracted 
after growing for 24 consecutive months.” 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgH_qW89G2vC1QycGgW7Jtt962GTk03W5BqBVT4SlLfwN5yjHzRljFsxW4c-Cw_3V3w5BW7BP9BV4SpHHrW1ZdYzN5Q21H2W4Db0n23zWg54W375FGk914KbwW83Nfht75K56JW8qHKPB3b45L-W8bRGf52FFrwCW7bwF6w8-V7v5W8h9v3j74BJg1W5jKXLr4HHcmXW3qtQdW6YBQY_N5bC8kL2HGGMN67cTVYTkphfW5Nh59S9fFFX7W3yWwqR7pJg7nVstqwv7c9LckW43kRhH39Z47j39f21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgLWMW2gWLPp63zkyYN1YDpDwFx4dXW25PR0-15DMP1W2k18xC8q-Tc-W3_F34R1BM0-lW6h_3_k1d_xgjW5n9_YL8BZDdKW3CjtGY1rVgJbV74R5648bwn4W5vctzQ7yXM_jW97Hf292vJqvtW4f3r4V4nTSsDW5yMC1D91LqQ-VFM7MN36f8f3W3lN7Qm7XZsN6W65-g8r3GrBMnW4Fvp2c2ZGn3mW6J4yvm4TfWwjN8CM3V15rcQ2W1_c-F75jHXGCW4DS4_b8C__BkW5JGWGc49FDx-3jCG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0FqX9kQw3V7Wycr7CgSD6N3p_QXLwLKQLW4TY-1L3dWjRHW85rYL83Nz_5mV76y4J3cxlJMN3cLkXtNpMBQW4K_Y6D7f4sPGW3G-4Mb2wGwyCW4KKTcq4xxwDgW7BtqXf3YvBY-W5tThFH6xM8qFW61Xy-T2R6y2YV5PBvd5fH_gxW1b7BCC4kt30kW4Zpr272JNbwvW4C8d3V7NDP58W875t5k7wF2NFW45TVM2894DsVW7DVjm32YQ79tW5TwlX96zW1gTW5_8Vf27HZ7rNN1yqpGw-kv4FW447qmY8YdgsBW2DmwkR30g23CW1t9M-C3lpt-2W1lqXm074_7ZcVrmktf5MW7rNW7cPSbZ3Wr5mMW5WG5X03K6mJZW8gm8835TfMpSW6WJrc76pS58yW63MbS_6cK2W8W44lYMf1Z2tMZVrb2tR5yBM34W41Vp_l83Crd4W7q1CsC2KXJ7CW7KF9lB7sG6p7W7GwBfL7pHvh5W6GhfJv3-0FR0W1mMrWJ4QJCSbN3jy7g6Pv08kW7xv2Sz3C-S6JVDq41F7ZpGyXW96PMsz18MYGcW2LYXNH25-dhJW1KT5-z5HXnltW8tX2034bbDRgW1G8tpz75pm9cW55Ncbz3s-SdKN7xtgx7Skwy1W4ZLb627TNYDlVHqr74467T5LW7JKjyk3Jd4YgN79TxKKMxG1WW3zzrbR1m-TYSW49Wc_B2LYPNQW1_YRM310LNCrW2J1HSx6-PTcjW245DPc7lttl7W8mGH3y92Hp7kW6SP3Sw1tZQgCW6wGlbB5bTGMYW6HqzHY1Zp-WSW44M-CK29_MHHN3R7WD3wC8VmW6_hK8D52ZJkFW8NXcQN3pH4F3W3kWlM58t2XFqW5CJSjK71cq753j6c1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7Cg-jdW4bnxdg1YywNSW6CVDGm3J7WVXN5WrlBx7MsGkN7yWnsW9_YNmW1qgPBK2X_m2WN3-NFq_9zb7hW745qJN7p3WNfW37xGy11CpMtnW1ff-cF6GqpqcW3kZN4G8CmrnGW3rRD891HwnqhW93N4cb5Gydp2V5mB7V6NTDHKW5FgF1Y4kjnT5W8zq_Yn1szRdxW59zjkb54VNrfW5YhKWj1NC9bsW1-8BH23dFQxxVKnn2M92mQ2GW8ZQll44rtlhpW7xZQjN5w4P4jW4nSFnR6X34583h351
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgWV8W8P6p9j6BM8d8W5yM3jG8JrdW7W1WdzdF7k-kM1W348fcn5KXbCHW36Nh_q8JBc8vW1LH8JG2t3khgW2m1r_Q7zh21fW8rYKNj3_98vsN2QsRB1_08X9W1g5D3_3QBTrrW3ZXhg9367MxPW1KCj9x9fqjH4W6tpQGN1JL6x_TRD846ClH6yN2brFLQjzffRW5HVPG686qTmnW27h_558kngT4F3r-4PWGlp0W7GW0x02nZxQ3W3QKc-j2Wmtj2W4W4gHC1KqBCFW7wgZR-6-6NBs32lD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgGc6VnDMrS6WB1M2W32WHSS6mQyf6W7SjdKQ89jRjgW2V0tPC1Glz5TN4TrZ_zQDbsnW5CGBbN2mQXG5N53tFwxgNM5VVfKJDr1MmPTfW6FBMSK1RwlSNW7Zwz998_YDvxW7Qjcc_1lRs1SW8NyF-F8ZHt_QW1LM_bb3yFB7_W4Gvxxl69_Rd6W6LSnwN6sSxQSW5C88hL8MkLGfW1rBgx54x9nKsVWJ-HL5dS66JW82dpQL7KC4Y7V4_XZf5tzp5vW985Kg94rBF5TW4NwfWS1Qhkhj3pxh1
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The M-PMI’s new orders subindex is also one of the 10 components of the LEI. It tends to 
be highly correlated with the y/y growth rate of new orders for nondefense capital goods ex 
aircraft (Fig. 13). The latter was up 9.8% during May, but that probably reflects a relatively 
high inflation rate for such orders. In any event, the M-PMI new orders index suggests that 
the growth of new orders for capital goods slowed significantly during June. 
  
The picture is darker looking at the average of the business surveys conducted by five of 
the 12 district Federal Reserve Banks. The composite regional business index dropped 
further below zero in June—to -4.2 from -0.4 in May—which was the first negative reading 
since May 2020. June’s regional index was the lowest since last May and a more 
recessionary reading than that of the latest M-PMI (Fig. 14). The average of the regional 
new orders indexes was -9.7%, also the lowest since May 2020 and consistent with the M-
PMI new orders index (Fig. 15). 
  
The regional business surveys can be used to construct averages of their current and future 
indexes of capital spending (Fig. 16). Both averages peaked last year and have been 
heading lower since then. But they remained in solidly positive territory during June, at 
12.0% for the current average index and 19.4% for the future average index. The regional 
and national business surveys suggest that supply-chain problems are abating (Fig. 17). 
That’s probably a result of weakening demand and improving supply-chain logistics. 
  
(4) The Dating Committee. It is widely believed that two consecutive declines in quarterly 
real GDP is a good rule of thumb for determining recessions. The first two quarters of this 
year are shaping up that way, even though Q1’s underlying performance actually was 
reasonably good, as discussed above. Another rule of thumb is that a string of three 
consecutive declines in the LEI foreshadows an imminent recession. The LEI fell for the 
third month in a row in May, and that makes four declines in the last five months. We 
already know that three of the 10 LEI components were down in June, i.e., the S&P 500, the 
M-PMI new orders subindex, and the average of the CCI and CSI consumer expectations 
measures. 
  
While we can declare unofficially that a recession may have started in June, we can’t be 
certain of it. It will be up to the Dating Committee of the National Bureau of Economic 
Research to make the official determination. They do so after the fact. Therefore, they focus 
more on the Index of Coincident Economic Indicators (CEI) than the LEI. The CEI rose to a 
new record high during May, casting doubt on the notion that a recession has begun; 
however, if the LEI’s signals are on the mark, the latest business cycle might have peaked 
in June. (The CEI includes payroll employment, real personal income less transfer 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgZ1rW4_8tHj4f5QVLW3B9JLH6S6FN_W96CgMc6Yss7TW1fgtW39hs-bfW70-lzy5t1MHPW2XlMJJ72WKlWW8tDSs468vdm6V9QQp981tRG-W13mr5814pd_bN7B_xsQ7Jrk2W1P5JN44x46RBW7ftbSx6TTv5fW1Z47701KX_H4W86vq678L2HHQW4zvMHT7nly2DW2_z-Rd8yWghCW5bjTYb5FxWGBW8CNrb14Bj8bbN1-rgVtXLKJCW4gXZ8v28rK6dW41FZw55jQj40W2bsVlK56pQtb3lkm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgQdcN84fpKh9h0NHVJJZkN6nSr4ZW472t8y1sb5_YW29QV5V8zdXKBW9bcYlx2gGs0zW3NQbZp3kr9KxW8XdBJY5RWWHkW60mr997gmwJpW63yD8s8rj50CW8T5RJw24t3g0W6bYnKl5fgVvMW7wkztt5VzpgzW7DKcbM4LNL7sW9hS4W21DS-DTW83T1jc82YzTFW4tnQML3WyS_DW74jRV81sx-fjW14lMnV4qD3HVW3XRbfy4Fz8hKW1Gdb1w30N9KdW1PJ8vp1q0yl5W3DpPm_4mzXqc364Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgVGJW1HJxzP6lgh80W6LfCNq5r8dzmW2kt4hR3bq81_W882dYT7LdRVXW37GCdP8b0HSTW2G-nd45k3f4XW18g73J3Y_22-W4WHcp-6BgfwpW41NvP415xq9_W5Dt3rP2r5JPSW3YMjxl2SRmHxW2rFBrJ6D4P1cW3D_fp97gGT8LW6w5dYt5c8b-YW5XWzw14gRmJYW40t3xq4Q3bv5N9h5yDSZkYBFN7MnlzCybL-QW4BHpnf95sFy-W6znzhw6vLR5GW7d01_y6YjM-DW100yQ14rKz2C38KN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgBb3V4m39t5zKrXHN7-Rgw-mB_ykW6WQLw27WRwVwW2GZrdq8MqlR_N3nrW-4pYnvxW5fp4L31hrVq9W6VJ7MZ8zCJbZW8PCPSh88PRL2W8-CLyX6l9KZkN2pGNWL78P00W2L33x04V7hBgV4KD846QDXGyW4ZXBT87DYj_1W6hGbnL5d8vpDN97W9JMyP9n3W4p6wkg5FnWlsV-tYf-2hmBCgF8Jv-CS9dKMW8KnmS36TYzjyW6_SlRc67fSwLW45Rkfx5QZVpvW2lLs4X4ryZLj37x91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgNLXW43l3qs6fnry4W1gbmTk309lFHW4DJkwm2cz37HW8NrNDW1wpstjV7xZ-82D-41qW4lTSpk9lDGC-N3TrzBf5NmgbW1-dzCM4fMcTcW4gzK6s2rV_v4W3PYpY352Tt-TW80yG7z8FlvPgW1hK-5X70w-CJVbWvJq8LN1QxW94Jhvk5k9PlBW6FJzzm8lwskDW5SDV4V2r6cRcW3HNVW83qgGqXW60D6hD1l-V-9W3zTSnS70XMgCW8Dpt6Z7C77C9W80c9_j2bHkx3W66vNgn7QFv8m3nR31
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payments, real manufacturing & trade sales, and industrial production.) 
  
Strategy I: Getting Closer to the Bottom. Given all the above, it’s no wonder that 
pessimism is in fashion. It’s certainly getting harder to be an optimist these days. The CSI is 
the lowest it has ever been since the start of the series in 1952. As we recently observed, 
Investor Intelligence Bull/Bear Ratio fell to 0.60 during the June 21 week, the lowest since 
the March 10, 2009 week, which was the bottom of the bear market caused by the Great 
Financial Crisis. 
  
But for stock investing, this pessimism is potentially good news from a contrarian 
perspective. Investor sentiment should improve at some point once inflation peaks 
definitively and the Fed ends its monetary tightening cycle. Along the way, the recession will 
end. When all that happens, the stock market should bottom. 
  
That may happen sooner rather than later based on our reading of the relationship between 
the yearly percentage change in the S&P 500 and the M-PMI, which are highly correlated 
(Fig. 18). The former was -8.0% during June, essentially already anticipating that the M-PMI 
(at 53.0 in June) will fall below 50.0 in July and August. 
  
An even tighter relationship is the one between the yearly percentage change in the S&P 
500 and the composite regional general business index (Fig. 19). 
  
The aforementioned business-cycle indicators are signaling that the economy is in a 
recession or falling rapidly toward one. It is certainly premature to declare that they’ve 
bottomed or soon will do so. But they are getting closer to doing so, and therefore so is the 
stock market. 
  
Strategy II: Recession Memo Is on the Way. During the first half of this year, Joe and I 
have observed that industry analysts didn’t receive the recession memo. Odds are that 
more of them will be getting it and lowering their 2022 and 2023 earnings estimates in 
coming months. Consider the following: 
  
(1) Revenues, earnings estimate revisions & the M-PMI. The weakness in June’s M-PMI 
(along with the even weaker regional data) point to a significant slowdown in S&P 500 
revenues and earnings growth on a y/y basis over the rest of this year (Fig. 20 and Fig. 21). 
The M-PMI is also highly correlated with both our Net Revenues Revisions Index (a.k.a. 
NRRI) and Net Earnings Revisions Index (NERI) for the S&P 500. Both of the latter already 
have declined sharply since the start of the year, though they remained positive during June 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgWPyW125S1X2SMkqWW78pVvd2Nb6M0W5Swb6L28SFkPW2L5zQg2fJ89xW2qbb1k3NYJHFW2Qlr_y6HY5-yW4NgQkc1PY_ClW2_czLL4GBHndN5HhV45KCSr0N8JcHB61sj4RW1V27tc2vCGy-W99Jp8P5L5NyjW4C2HZ37MJ3QtV1SWYM1g0W9wW5LdXF-8c7g37W7n9JzR846VymW13qFMX9c7K1NW8swnh33n2nRXW43V6036t3gGlW5R9G3g6w93DQN8B8zK9Vvg6jW1rpFGb3WHkfM3fJK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgZnkW1PPMbh6Syc47W3s2S_88bJQQbW8tyyFg88lvgJW8395ln3c2wNQW74FW3M4ttfnnW5m-nPT635fZHW2b2HdX2gsxWSN278426Wk9FDW58VGbC3q6BTyW1kRRcS3WWKVjW7-rn2n7KGXk0W2Wm3Fd8n3d_kW32TMH_81XYnSW8ddf-04w_2MRW6WmT1h81WwTXW1KhCSN4x-DPFW8f-8Z74nGrNlW3XkksQ5kZd2cVRXspV9hh1cwW2fpcS526h7cPW46kzNV6n4LdmW5_v_BZ7xJ93s35Fl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgG6lW8Bj3mm3m_6nMW6tg3PR2kv-7xW6gwQkS4L_nvQW2gpgnj9hFGv8W8SKHTr6H5cqWW678Rlj6NWCP6W8gxdgG7CdNZ1W63NX6s7K9WBNW9m2Z0m4QQ2xrW3Mbcjf2D8fmvVjYJmj2PQ88tV5M3W526vpCkN1W_jRxHp5zRVLcLFb6rVpv2W7QtjKJ2SBJW4N7jgBqHhMHxWW221jsg8sC9TPW1wD0yC2GMLj1W7q-gJp2x2BpNW3K5ntD5pQJLBW4KY2js40tsn8N6-N-rmhZ-Fc32Sy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgWG5W8R1Wws8FdhvnW7y0pYQ7Pw2xWW6jgNXL36Lln9W65wrx-7SKqwmN90k5xyrG3RBW6k2k-92krQFLW1kk2Kp1lCxH7W9gvS_r5wxD0WW1bcGMZ8tjpdrW2Yn-ZZ6q-nK_W4Yt-W-5v6X1kW8nxppn8gSmZDVCYvCC45hRnVW8Dbq_Z7Yl7k6W4DF8MT7f9HmgW1kCh1V4RxllpW7zjYpJ5G7CPyW1ZNVWB4848zBW3xVVG37psy4hN103ZxWTMdc0W2__Tft4H4h--W54C4bd5M4qZ_33ph1
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at 5.0% and 1.5% (Fig. 22 and Fig. 23). They are likely to turn slightly negative in coming 
months. 
  
(2) Annual & forward earnings estimates. Now that we too have received the recession 
memo, we are lowering our estimates for S&P 500 companies’ earnings in 2022 and 2023. 
We expect analysts will be doing the same. 
  
We are reducing our S&P 500 operating earnings-per-share forecast for 2022 by $10 to 
$215 and for 2023 by $5 to $235 (Fig. 24). During the June 23 week, industry analysts were 
estimating $229 and $251. 
  
We are lowering our forward earnings forecast to $235 per share at the end of this year and 
$255 per share at the end of next year (Fig. 25). Both are down $20 from our previous 
estimates. Forward earnings stood at $240 per share during the week of June 30. (FYI: 
“Forward earnings” is the time-weighted average of analysts’ consensus operating 
earnings-per-share estimates for the current year and the next one; at year-ends, they align 
with analysts’ next-year estimates.) 

 

 
Calendars 
  
US: Tues: Factory Orders 0.5%. Wed: ISM NM-PMI 54.5; Job Openings 11.05m; Motor 
Vehicle Sales; MBA Mortgage Applications; Weekly Crude Oil Inventories; FOMC Meeting 
Minutes; Williams. (Bloomberg estimates) 
  
Global: Tues: Eurozone, Germany, and France C-PMIs 51.9/51.3/52.8; Eurozone, 
Germany, and France NM-PMIs 52.8/52.4/54.5; France Industrial Production 0.3%; RBA 
Interest Rate Decision 1.35%; UK C-PMI & NM-PMI 53.1/53.4; Canada Building Permits 
0.7%; BOE Financial Stability Report; BOE FPC Meeting Minutes; Bailey; Tenreyro. 
Wed: Eurozone Retail Sales 0.4%m/m/1.4%y/y; Germany Factory Orders -0.6%; Spain 
Industrial Production 3.4%; UK Construction PMI 55.0; Australia Trade Balance $10.6b; Pill; 
Cunliffe. (Bloomberg estimates)  

 

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgQB8N3dHhs57hkDfW6jP_hR8bHJv8W1xKP-j8_vp2nVQTN6n6hZdhDW3DdzwC99M3rmW25hmwV8LZd8mW7hS_l52lx4_bW4L8PkH660y5NW7PZNnz7YTMKhW2_0DMw3-LfYhW7z66dw4NxtkzW2tnBp47J-XXCW2QDWlN42HFs9N2sLHqrkf30vW78bSGD8kjwrkN4MJhKLhQcW4W6lL77d6rMHJgW3-8l765sfwtCN8R0KQZ4C9Y_W5jg32W3y32m0W735TLM4gK0NXW43LxzG3n0F3P32dm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgZ7GW86J3fF7wt_fNW69nFS41VhdHtW52gdPW6y5s75W5ggzzB8QnvNFW7Yqf5x19J-rXW5lc9td4yXQGgW97dG2V6HH2RcW3bXyBj2bYQY2W2QM4gB6QkgVzW1Hy9VF8h51-nVD5WCh9hHj55W1YhNlf29nhTJW1K__hr5scQr4W42WKhl7y82qTW2Vgyf28hh03dN5SXTtpQ6kb3W48Rb7f2B5l6RW28028g5nCn3vW8GF2rg7s3GDdW4TZtjn64jF1VW5zCQr11p2bTtW7RKqzK8M-cBL3cc71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgZPyV74svn5WDvd3W8_ZYx48_c7M5W6TR4jN8qLhxPW1VjBGP5YHqZ3W73Gnfh1kTgXwW3Qm15G699C8gW2DhwMq4nLbvwW65jwCm6f8TnfW4_JC927PV0HrW9fR60M7McTqlW5mlccd2lll7xW6hhBMN6XFsFnW5q-tNL8j2JsMW35CpWq8SB9TxW3RV99d6hmKJdW2YQpMC1JnYV-W9khdXy75VfL5W4vbW2R8w8h8QW7-XCmn1Yzg9CW96vtWT40VKstW4snDqK8Xsf_dW3fHXkL7s8CMh34wJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0FqX9kQw3V7Wycr7CgYZyW99QCZy2f3k7rW3y4qw06SmrrMW29ypvt7PFX_mW8FpKDz7DqXVNN7GLphpVVyS5VZR46H4FY_y1W6s43dw4RR2L0W1HXHNN271RMtW49gD6f8LRK3mW49-lpv45qtxtW1-SfKC5LHSzYW4bYl4-4_msXKVsmXQR8sb_ZxW4xTbT4869D21W5mnGKl3hF6T7W4gQF_B2H9sGKW1zk8lS59FxjtW1KDcLr18rjMnW7SQVpx1tW04SW87ynRv407JVQW6x_wcD5GpzlWW6mYL2B66Lh7QW9klPwn7DGN_2W1WztSM4DCdg6N4LJVJLm6yY8W3KS7777x0phBW4LxfPq72vZHZW5Kvz9s2SRk2QN41txPyJnZb2N4XtHx0m3jXrN3FxJ0WnFx0pW4jkf7l6fxhyYW4dwM0J7Z9JfdW32J8fn4x6LQNN9bB_2gg1fHpMhnpngT75d-N2b8kq2JCYRsW5gq2YK2J95dfW2mrCVJ1gkfhWW1TdQtF16SJqYW4QLFbY5jj2thVCQ82R7rk2PmW2PNttP1Y1C78VZGGH02jtYyMW6VD6Qy2y8DvwW3frmhJ1RDPs_W52T5BQ5qC8wBVBpBjm66fy7DW4zHmzB4Z8GllW14Vzhv67HhVyW5F3R4g7j95JQW28hQC51NqTxnW78mlkF4dH5C1W2jMvbB1hK5jwW4s6NGB83BCQlN5KjX7zTMGjwW1yn9xn3nX6kRW26WwSR3Tk5TjW7skq-K87DR74W5k1QnL97l35jW3vBWXB7xv-JJVFl4fs5rQQhfV3QJrj4FmZ4XF7pSzgdZN1KW5BzS1l7xPDRtW66t6H897xCmdMGGLYlnTV0tTSMCy4S4TZY39y41
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Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 2.4% last week as the 
index moved back into bear market territory at 21.3% below its record high on December 
27. The US MSCI ranked 29th of the 48 global stock markets we follow in a week when just 
eight countries rose in US dollar terms. The AC World ex-US index fell 2.0% for the week 
and remained in a bear market at 23.7% below its June 15, 2021 record high. EMEA was 
the best-performing region last week with a gain of 0.7%, ahead of BIC (-0.5%), EM Latin 
America (-1.3), and EM Asia (-2.0). EM Eastern Europe was the biggest underperformer 
with a decline of 3.6% followed by EMU (-3.4) and EAFE (-2.2). Jordan was the best-
performing country last week with a gain of 3.4%, followed by Hong Kong (3.1), Pakistan 
(2.0), and Argentina (1.6). Among the 24 countries that underperformed the AC World ex-
US MSCI last week, the Czech Republic’s 14.2% decline was the worst, followed by Taiwan 
(-6.5), Greece (-5.8), Austria (-5.4), and South Africa (-4.9). In June, the US MSCI fell 8.4% 
for its fifth decline in six months. The US MSCI ranked 20/48 in June and slightly 
outperformed the 8.8% decline for the AC World ex-US index as just two of the 48 countries 
moved higher. China was the best performer, with a gain of 5.7%, followed by Hong Kong 
(0.9), Jordan (-1.2), Hungary (-3.3), and Morocco (-4.6). The worst-performing countries in 
June: Colombia (-29.6), Argentina (-20.4), Chile (-19.3), Brazil (-19.3), and Korea (-17.3). All 
regions fell in June, but BIC (-0.3) was ahead of EM Asia (-5.5) and the AC World ex-US (-
8.8). EM Latin America (-17.1) was June’s worst-performing region, followed by EMU (-
11.5), EM Eastern Europe (-10.2), EMEA (-9.8), and EAFE (-9.4). The US MSCI’s ytd 
ranking was steady w/w at 28/49, with its 20.8% decline remaining slightly behind the 20.3% 
drop for the AC World ex-US. EM Latin America is down 5.0% ytd; Latin America along with 
BIC (-18.3) and EM Asia (-18.8) are the only regions outperforming the AC World ex-US 
ytd. The laggards: EM Eastern Europe (-84.0), EMEA (-35.7), EMU (-27.0), and EAFE (-
21.6). The best country performers so far in 2022: Jordan (20.8), Chile (8.9), Turkey (-1.5), 
Brazil (-3.5), and Indonesia (-3.7). Apart from Russia, in which investors have lost 100.0% 
of their investment this year, here are the worst-performing countries ytd: Sri Lanka (-67.5), 
Hungary (-43.1), Egypt (-40.4), Ireland (-36.4), Austria (-36.2), and the Netherlands (-35.3). 

S&P 1500/500/400/600 Performance (link): All three of these indexes fell last week and 
posted their fourth decline in five weeks. In the last 13 weeks, LargeCap has posted only 
two gains while MidCap and SmallCap have risen three times. LargeCap is back in a bear 
market at 20.2% below its record high on January 3. MidCap also ended the week back in a 
bear at 21.1% below its record high on November 16, while SmallCap remained in a bear 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgBc_W34jsy78C5TCnW2475Hy8_9vpbW5tSbPk66bvV3VLVs-Y5NMgqyW3YKPlp4-CBGQW1JLklL5m51B6W7dQhR559ynXrW27dNpy8NCW5NW7GcFgX7JNWq4W2mdTjX2-ztM6N6FmHjh_t_PMW8ph-Tt1hS9RDW1PFDtr5Cj-HfW2jMjLh53LYPkW4n_R5x2xqcfLW7HQ7WT23rMGWW2Rn1Q14JTZv2W3X_mbN98KxrLW7Q3RYR33rsYcW3PXRfX34W9nPW4p2tHP6RY87JW7CjJP964grSX31Wt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgFmzW4XSqTN7GQ5QKN5Mcd-vyMGMyW41gwc969NyQ4W8f2zgx2R6wxpW41QXQd292753W4njWg752nkTCW6ZKgv94569RtW30QClR1w80J4W6C19w83ZKrfQW6mm428893q3QW7WD0cz7sTy99VBS4K38q97ZFW6_ZQbV33cC0xW5bzdrm8tQmRFW80JRXx7n51k7W6TSwQn1694SxW2xkqlQ8cvvWdN55K4RJz0pfFW6xR0xK7tMdfCW7WtJPW3Z41t5W11MvFP1FVKbNVb5lRB17_0NW3hlj1
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market at 22.3% below its November 8 record high. Eleven of the 33 sectors moved higher 
for the week, down from 30 sectors rising a week earlier. Utilities dominated last week: 
SmallCap Utilities rose 5.3%, followed by LargeCap Utilities (4.1%), MidCap Utilities (3.5), 
LargeCap Energy (1.3), and SmallCap Consumer Staples (1.0). MidCap Consumer 
Discretionary (-5.1) was the biggest underperformer last week, followed by MidCap Tech (-
5.0), SmallCap Tech (-4.7), LargeCap Consumer Discretionary (-4.7), and 4.5% declines for 
LargeCap Communication Services and Tech. During June, LargeCap fell 8.4%, less than 
the declines for SmallCap (-8.7) and MidCap (-9.8). Just one of the 33 sectors rose in June, 
the lowest count since one sector rose in February 2020 and down from 20 rising during 
May. June’s best performers: SmallCap Utilities (0.2), SmallCap Consumer Staples (-0.4), 
SmallCap Health Care (-1.4), LargeCap Health Care (-2.8), and LargeCap Consumer 
Staples (-2.9). June’s biggest laggards: SmallCap Energy (-23.3), MidCap Energy (-20.5), 
LargeCap Energy (-17.0), MidCap Materials (-17.0), and LargeCap Materials (-14.1). In 
terms of 2022’s ytd performance, all three indexes are still down ytd, and nearly identically 
so: SmallCap is down 18.8%, slightly ahead of MidCap (-19.2) and LargeCap (-19.7). Just 
five of the 33 sectors have gained ground so far in 2022, up from three a week earlier. 
Energy continues to dominate the top performers: LargeCap Energy (31.1), SmallCap 
Energy (25.6), MidCap Energy (16.9), LargeCap Utilities (0.4), and MidCap Utilities (-0.2). 
The biggest ytd laggards: LargeCap Consumer Discretionary (-31.8), SmallCap Consumer 
Discretionary (-31.4), LargeCap Communication Services (-30.0), MidCap Consumer 
Discretionary (-28.4), LargeCap Tech (-27.1), and SmallCap Tech (-26.6).  

S&P 500 Sectors and Industries Performance (link): Four of the 11 S&P 500 sectors rose 
last week and seven outperformed the composite index’s 2.2% decline. That compares to a 
6.4% gain for the S&P 500 a week earlier, when 10 sectors rose and seven outperformed 
the index. Utilities was the top performer with a gain of 4.1%, followed by Energy (1.3%), 
Health Care (0.4), Consumer Staples (0.3), Real Estate (-0.5), Industrials (-0.8), and 
Financials (-1.5). The worst performers: Consumer Discretionary (-4.7), Communication 
Services (-4.5), Tech (-4.5), and Materials (-3.1). The S&P 500 tumbled 8.4% in June after 
edging up just a hair above a flat performance in May. All 11 sectors moved lower during 
June and six dropped less than the broader index. That compares to six rising and beating 
the S&P 500’s miniscule gain during May. The leading sectors in June, albeit with declines: 
Health Care (-2.8), Consumer Staples (-2.9), Utilities (-5.1), Real Estate (-7.5), Industrials (-
7.5), and Communication Services (-7.7). June’s laggards: Energy (-17.0), Materials (-14.1), 
Financials (-11.1), Consumer Discretionary (-10.9), and Tech (-9.4). The S&P 500 is down 
19.7% 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 (31.1), Utilities (0.4), Consumer Staples (-5.4), 
Health Care (-8.0), Industrials (-16.7), Materials (-18.1), and Financials (-18.3). The ytd 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7Cg-dBW1lNjfN85x6y0W2mGRTG1ygNznW34G2sx5nwyhdW5tj_lN1_mkscV_K7395S6p_bVKMlcp4w3nLgVGSmBG24Tl5DW62c6g52F1mv_W5XLKl46rKsqrW6CG_Sc1rnLQsW2pTbP04CGW73W3fFGwt5Xlxn9W6jVztX73FSD6W3C2rwg47Kk6MN2pvHCB1r68qW3X0pnW6ZhkjYW2yg3GC1648r5W8TqgbT869JL6W1Fg5mf8fNx3MW5gRRb88YLwt5W6t1Mf08xs0x5W1RMCfF1nn80C36qq1


 

9 
 

laggards: Consumer Discretionary (-31.8), Communication Services (-30.0), Tech (-27.1), 
and Real Estate (-19.8). 

S&P 500 Technical Indicators (link): The S&P 500 fell 2.2% last week and weakened 
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 a 12th week after four weeks above and closed 
below its 200-dma for the 19th time in 21 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 12th 
week as the index fell to 4.1% below its falling 50-dma from 3.2% a week earlier and a 27-
month low of 11.1% below its falling 50-dma the week before that. That 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 12.8% below its falling 200-dma, down from 
11.2% below a week earlier and up from a 26-month low of 17.1% below its falling 200-dma 
the week before that. 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): Nine of 11 S&P 500 sectors traded below 
their 50-dmas last week, an improvement from the prior two weeks when all 11 sectors 
were below. However, all 11 sectors had a declining 50-dma for a third straight week. 
Looking at the more stable longer-term 200-dmas, two sectors are above now as Utilities 
moved above for the first time in three weeks and Energy was above for a third straight 
week. For perspective, at the depths of the Great Virus Crisis in April 2020, Health Care 
was the only sector trading above its 200-dma. Consumer Staples, Energy, and Utilities are 
the only sectors with a rising 200-dma, unchanged from a week earlier.  

 

US Economic Indicators 
  
Personal Consumption Deflator (link): May’s PCED advanced 0.6%, triple April’s 0.2% 
but slower than March’s 0.9%—which was the most since September 2005, while core 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgXstW4xfWZY3fW7DbTzgYw72dp2ZW4dSQND3y1W0KW53GxGd3ZbVRNW8H3Z_P8Y4C_3N5HsK4tw-4RVW723dHs68KG_6W8PH-QZ8dR5NrW6KJRS_3fxBrsW45Pw_G3bKzVSW7STqVm5rxvWfW5QD3BG8BlD1jW3rFJ6N7LmJ8GW6PL7lW6SmxPfW1MPbs26L58vHW2Y0jKJ2NVdxJW7NSVVY1vc9ZpW3kCw3L28yQFVW4DW3FC4vCWCrW57b4Dc6jH4V2VLLqPW8YYGXGW2hG5dj3NXDTL3hsL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgB-bW4D9lct8r_FDpW7VC4tb15GK5XW4Xqx6w8tLmnMW81bjMl7QlXnSV1kY4V1N2FFZVCNCdz3R8x1dW5BSz8t8gyKtVW2s4fDl8p1qnxW4rVm-q5xB32PW6_jykW7MqmvtN167_J9hfd4lW3MDqVk95lGbjMpZS29XKZprVG1TW26mDQj2W7WcDCF1fxFkcN6gTvBZdz1TJVG2jT-31yLskN49tkXZpmbL_W2fJ3gl7q6sZ5W7hBshB6r89C_W2_W3b31PfkgcN2SL61jkZbrD3gVR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgKLkW8v2h7Z6N7y6VW3x5WW73Mj5kZW4lR__x1H2gGyW5HcXml8WGh4FW73WYk98LsbRTW7KnrG_59wsVxW8YgKmC4NSr4CW3_BRk68m6jYyW1pVGdN6vGCWRW3-2tdW21YbB8W3_565157GQXqN357yHJbkLBcW1DvLfn8GNC7CW4dhrQY7clH3gW3lxD3T7Hr5wWW6ZsBgh8jzbxlW5hVNX11pyd_FW6jkg5r1P4ypCN5ZL8knKwnVWW2DcQqF5tjwxgW3X9NVY13tcJwVgGy948dnKLP3blR1
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prices rose 0.3% for the fourth month after averaging monthly gains of 0.5% the previous 
four months. The yearly headline rate was unchanged at 6.3% y/y, slowing from March’s 
6.6%—which was the highest since January 1982; it was at 4.0% a year ago. The yearly 
core rate eased for the third month to 4.7% y/y after accelerating to 5.3% in February—
which was the highest since spring 1983. On a three-month annualized basis, the core rate 
ticked up to 4.1% (saar) during May, after easing steadily from December’s 5.9% to 3.9% in 
April. Prices for durable goods rose 1.0% (saar) over the three months through May, after 
falling 1.0% during the three months through April, while core nondurable goods prices fell 
0.4% (saar) over the comparable period, slowing from February’s 8.6%. Meanwhile, 
services prices ex energy accelerated for the second month, to 4.9% during the three 
months through May from 4.0% during March and February. The three-month annual rates 
for both consumer durable (1.0% & 6.6%) and consumer core nondurable (-0.4 & 2.7) 
goods were below their yearly rates, while the core services price (4.9 & 4.4) was above. 
Here’s a comparable comparison by PCED components where the three-month rates are 
below their yearly rates: used motor vehicles (-16.7 & 10.5), video, audio & information 
processing equipment (-7.3 & -3.2), sports & recreational vehicles (-4.4 & 3.2), prescription 
drugs (-1.0 & 2.2), physician services (-0.5 & 0.2), household appliances (0.0 & 10.0), 
hospitals (0.6 & 2.0), clothing & footwear (1.9 & 5.2), recreation services (3.5 & 5.0), 
furniture & home furnishings (6.0 & 10.9), tobacco 7.2 & 7.9), new motor vehicles (8.8 & 
13.1), and motor vehicle parts (11.1 & 13.5). Now for the components where the three-
month rates are above their yearly ones: airfares (99.1 & 32.5), gasoline & other energy 
products (69.0 & 50.6), transportation services (30.5 & 11.0), food & nonalcoholic 
beverages purchased for off-premise consumption (16.6 from 12.4), food services & 
accommodations (8.6 & 7.8), professional & other services (7.5 & 6.6), personal care 
products (7.3 & 3.1), tenant rent (6.5 & 5.2), owner-occupied rent (6.0 & 5.1), alcoholic 
beverages (3.3 & 2.9), and education services (2.4 & 2.1).  

Personal Income & Consumption (link): Both personal income and spending rose in May, 
though fell in real terms. Personal consumption was at a near standstill in May, edging up 
0.2%, after averaging monthly gains of 1.0% the first four months of this year—with goods 
spending down 0.7% and services spending up 0.7% during the month. Adjusting for 
inflation, spending contracted 0.4%, the first decline this year, as goods consumption sank 
1.6%—led by a 3.5% plunge in durable goods spending—and nondurable goods 
consumption slipped 0.6%. Meanwhile, real consumer spending on services in May reached 
another new record high, climbing 0.3%, its 14th positive reading in 15 months, for a total 
gain of 8.3%. Turning to income, nominal personal income rose 0.5% in May, while real 
personal income (-0.1) was slightly lower—though posted its third decline this year. Versus 
a year ago, the former is up 5.3%, while the latter is down 1.0%. Meanwhile, nominal wages 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgTgjW8MRg7V5bHxC6W40ZVd47L1VZNW4nyflM3kSSRnW89WPgx1ZTk5CW2rGQ_d83YyM5VJbWnd1L0FZRW4DVrxt5gxfr2W3PkJpB2qPRl5W5sg3_n90S4q_W4Sn_JC1bYbQlW63qzZq2qG0LTW6-k1wq8mLpGpW7tKMhZ5_6P3sW2rHwmD33XHHVVTsXZY9jPKcPW90LV4z8dQV9BN5DQQ3KyxPbPVNzgM57JrSL3W47S0MM4fpmV2W7jpjxk5Hn6WzW2XWMwH3V7S98W910Xvd4sgKs3316F1
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& salaries continued its record-setting pattern, increasing for the 24th month since 
bottoming in April 2020; it was up 0.5% m/m and 29.4% over the period. In real terms, 
wages and salaries has increased only two times this year, though is up 0.6% ytd—as only 
March (-0.2%) showed a decline, while January and May were flat. The yearly rate slowed 
to 4.4% from 6.1% in February; it was half last May’s 8.9% pace.  

Construction Spending (link): Total construction spending ticked down 0.1% in May, after 
setting a string of new record highs, with public construction contracting for the second 
month by 0.8% m/m and 2.7% y/y. Meanwhile, private construction spending in May was 
unchanged at its record high, up 13.2% y/y. Within private construction, residential 
investment hasn’t posted a decline since May 2020—during the height of the pandemic—
climbing 0.2% in May and 58.7% over the period to yet another record high. Single-family 
construction was unchanged in May at its record high—up 74.7% since its recent May 2020 
bottom—while home-improvement spending climbed to a new record high, rising 0.6% in 
May and 121.3% from its January 2019 bottom. As for multi-family investment, it remains in 
a flat trend near record highs. Meanwhile, private nonresidential spending fell for the third 
successive month, by a total of 1.1%, though is 3.7% above last May’s pace.  

 

Global Economic Indicators 
  
Global Manufacturing PMIs (link): Global manufacturing activity in June sank to a 22-
month low, despite a rebound in China’s manufacturing sector from contraction to 
expansion, as manufacturers continued to face headwinds from supply-chain problems and 
elevated inflation. The JP Morgan Global M-PMI fell for the fourth time this year, from 54.3 
in December to 52.2 in June—remaining above the neutral mark of 50.0 for the 24th 
successive month; it peaked at 56.0 last May. In June, 24 out of the 29 countries covered 
by the survey were in expansionary territory, while only the Czech Republic, Myanmar, 
Poland, Taiwan, and Turkey contracted. Here’s how June M-PMIs ranked by country/region 
from highest to lowest: Australia (56.2), Netherlands (55.9), Colombia (55.7), Brazil (54.1), 
Vietnam (54.0), India (53.9), Ireland (53.1), Kazakhstan (53.0), UK (52.8), US (52.7), Japan 
(52.7), Spain (52.6), WORLD (52.2), Mexico (52.2), EUROZONE (52.0), Germany (52.0), 
China (51.7), France (51.4), South Korea (51.3), Austria (51.2), Greece (51.1), Italy (50.9), 
Russia (50.9), Thailand (50.7), Malaysia 50.3), Indonesia (50.2), Taiwan (49.8), Czech 
Republic (49.0), Myanmar (48.2), Turkey (48.1), and Poland (44.4). 

US Manufacturing PMI (link): ISM’s M-MPI showed manufacturing activity in June slowed 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgV9_W4wQ4-n6qW5DsW2SZptV38LrYXW2tKrhf6Jm_gbW3qfF288lPtq1W8h-qKs4rJh10W5Hl3T54nRJTmW3F5L1j3p0M2vW6lp9lW3vzyq6W84f6FR206g3VW1pYhpb1Y8_FgW5Vtgxl8wbmbWW2fFxN45W2hrJW6XqcpW7Ph4x6W5gP4Bf27knf2W6-PnH91xNr3kW8RZm2D3txl5SW5RjKjN7HYxHlW1Sqm963-ZfH4W8C-Wsp2N6Jn8W37rfHN1dmK1HW9kcZqR5HZqfBW1DKsPf4dvmlD3n8Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frw3q905V1-WJV7CgQNdW99DNqp7_ZFdHW1vr0GT4DTy-yW4m-cR_8QT79sW4Tm89L82DJlsW2Jd4fl4yBbrrW1CXJPV6cJnLlW1ctFz811f_3VW67R8j93L2GGbW99fZTK31yM0ZW2Ybjw27wdSVQW5gtjjr14Dr4BW6nJCmr8GjmJQW2rzf3j5TL_ggN6Z1TslJx3T7W6tP24v6jv7TJW76J2mc2XTqnTW8znsZg9bxKJqW4Y1Kgw4QTTVYN6-TxcB-TzkhW8l7KZM2Lq3SLW96Yzkf4Zy8KJW3fC6-b7DknmBW2616Ht1qd6LvW7RpKbr678qDK348J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWm3MQ2lv8fyW8m6F3r2LrZgcW3fCDQw4M4w1tN1m0Frc3q8_QV1-WJV7CgVHBW1rkThx6MNCmdW9kvxCm6sMlhgW4WYR3l3pyr-0W8gVSv48ShHDJW2-VR_w7M24-1Vdz5KF3ppVMhW5jpX6y8zLGK8N6Df-_d-CtXCW8TvVgB8HLPVdN5RYpcHw_1tqW1rSTgK8B6YrGW8FTxBb6yJZMHW4dtgBF1LkCVSV21nRv6r-rrcN2NZKC8wQSHSW1xx2WK1wcrn9W2-zZn71W9WSBW3QkZMs1Fy1WnW1w9SvG10CdzbW6r559-5BlhvtW5hRZhm8Z2B31W2_tJmt4h2z4C37C61
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more than expected, though did show stronger growth than the regional manufacturing 
surveys we track—which showed a slight contraction. Meanwhile, there were further signs 
in June’s report that inflation may have peaked. The M-PMI sank to a two-year low of 53.0, 
after increasing from 55.4 to 56.1 in May; it has been on a downward trend since peaking at 
63.7 last March. The new orders (to 49.2 from 55.1) measure moved into contractionary 
territory for the first time since May 2020, while the employment (47.3 from 49.6) gauge fell 
further below the breakeven point of 50.0. On a positive note, there are signs that supply 
constraints appear to be easing—with the measures for both supplier deliveries (to 57.3 
from 65.7) and backlog orders (53.2 from 58.7) retreating to their lowest levels since 2020. 
The production (54.9 from 54.2) reading rose to a four-month high, though does show a 
considerable slowing from last March’s (66.4) peak. The inventory gauge climbed for the 
second month in June to a seven-month high of 56.0 after easing from 55.5 to 51.6 in April. 
ISM’s prices-paid measure eased in June for the third month to 78.5 after climbing from 
68.2 in December to 87.1 in March; it was at 92.1 in mid-2021—which was the fastest since 
the summer of 1979. Still, respondents noted that pricing remains one of their biggest 
concerns, along with supply-chain constraints.  

Eurozone CPI Flash Estimates (link): The headline CPI rate for June is expected to 
accelerate to yet another new record high of 8.6% y/y, up from 8.1% in May and 6.7ppts 
above last June’s 1.9%. The rate was at -0.3% at the end of 2020. Looking at the main 
components, once again energy is anticipated to record the largest gain, accelerating for 
the second month to 41.9% y/y after slowing from a record-high 44.3% in March to 37.5% in 
April. The rate for food, alcohol & tobacco is forecast to soar to a record-high 8.9% y/y in 
June, rising steadily from June 2021’s 0.5%, while the rate of non-energy industrial goods is 
expected to accelerate to a record-high 4.3%. The services rate is predicted to ease slightly 
to 3.4% after accelerating the previous four months, from 2.3% in January to 3.5% in May—
which was the highest since January 1996. Of the top four Eurozone economies, only Spain 
(10.0% y/y) is above the Eurozone’s 8.6% rate, jumping to a new record high. Meanwhile, 
rates in Italy (8.5) Germany (8.2), and France (6.5) were all below—with Spain and Italy 
reaching new record highs and Germany’s rate easing from May’s record high of 8.7%.  
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