
 

 
 

 
MORNING BRIEFING 
July 11, 2022 
 
Reassessing the ‘Banana’ Scenario  
 
 
 
 
 
 
 
 
 
 
 
 

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. Replays of the 
Monday webinars are available here. 
  
US Economy: Leading vs Coincident Indicators. Last week, Debbie and I wrote about 
the divergence in recent months between the Index of Leading Economic Indicators (LEI) 
and the Index of Coincident Economic Indicators (CEI). The LEI peaked at a record high 
during February (Fig. 1). It is down 0.9% since then through May. 
  
As we discussed in the July 6 Morning Briefing, we already know that four of the LEI’s 10 
components weighed on it during June—namely, the S&P 500, the M-PMI new orders 
subindex, a measure of consumer expectations, and initial unemployment claims. The LEI 
increasingly has been signaling a recession, though not necessarily an imminent one since 
it peaked by 12 months, on average, before the onset of the past eight recessions. 
  
On the other hand, there is no recession in the CEI, which rose to a record high during May. 
It includes four components: payroll employment, real personal income less transfer 
payments, real manufacturing & trade sales, and industrial production. June’s employment 
report was released on Friday. It provided a mixed picture for the first two CEI components: 
  
(1) Payroll employment. Friday’s report showed a larger-than-expected increase of 372,000 
in payroll employment (Fig. 2). The more volatile household measure of employment fell 
315,000. However, it is the payroll measure that is included in the CEI, and it is only 0.5% 

 
Check out the accompanying chart collection. 
  
Executive Summary: Is a recession imminent? Is it here already? How big an impact will it have, if it 
comes, when it comes? The dreaded “R” word has everyone in a tither, and so does the weakness in 
the LEI. But the CEI suggests everything’s just fine. We recap the latest economic releases and how 
they’ve led us to the subjective probabilities we assign to four alternative economic scenarios. … We 
also assess how well peaks in the S&P 500 presage recessions. ... And: The stock market may have 
hit its bear bottom already according to the Da Vinci Code, if inflation is peaking and that tempers the 
Fed’s hawkishness. Also: Dr. Ed reviews “Staircase” (+ +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s5_Q9kQw3V7Wycr7CgFSXW1hbGKw5yKszYVJLnQ63hclkcW78r12h2KbjbDW4kjJVd8yvS-4N61lkkkxZLXcW6gmBRp68nCxjW7CLpM96bgPVMW4xz3-H69v0gCVMLgJY8S9_Y0W2r25pt72BrzBW3N9zHv9j9MhCW2-v8Kq6y4Sl4W5QSFZq2HJz1pW4WC3pt5G-SGXW52L4zf6-w38nN2k1gtfLQxzQW1SJbxQ3T_-03W3Ss03X2h7j7QW5s8-sx34F56rW30Q-VX1vtK3BW1J31Nw7R8szYW5PNkzr4mQL6CW24FTFw42Z5ysW2lLgFY5d10jrW8v8vzP7mhF5lW4dYdY07DWGK2W31Y6mc4hrZ5qW4sYlkB6hcQBsW2KGWYg60JrkhVcP2VF3q4w_7W64Czcv89xz4SW9cBPjJ5c9nr9W6YY5Mn8fg38VW1ngr6l7-0sKNVvwQ1z7ydd1bN7ph12drxZ4CN7CVWtCYrmxvW2DSHcv38lY-yW2NL_sN4dMSZyW6Fbx2798pkqhVV0M2r4842PtVznd2c396S7gW7Qp0kd2gBg3pW3yn1fK2CZLnJW2Y906T7qJZTpVDCT3f93sZQRW7KqwW71-Rxm0W2R3q-M45sm_JN9k9TMq4V1Z8W1276MC5D5jmTW6H2_PQ4d2jyFW5b7fR965---1W4bBTmy69Y96SW69W8WY2hwjjmN3_fzy2NxfgsN1RDxsR9ZwKWM__M6T817n0W2z7ZFd92Fx6WW4qP5kD7GHVWTV_TlQF2KpgPKW3rHfh63X-Cz7W3wNGxG8020M3W5kBC_818bxjWW2k5cWT6xmyVGVHMr_b9bRp_5W8T1NJH5ctW9TW6Dv04t2_HDp2W4xy25n952fLF3h5c1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgGj7W6L9Ggs8XQQqyN1KyrLPL691lW79cjwS27_FG-W2z9hPg27SYLHW8rYy4r6jkGmmW4w6VdN3kmMqFW8JJ-sy7FMPy1W5JHLZB1CJRssW1LQTlx92vqprW8ymwHr3Qn538W5wyDBB2B_gXXW7tRfcH1fF32pW4lT5rY3pSHvhN8Q3Cy5pVQLxW71zqH99k2ktLW6krdSR30TTzCW61HT8S25NNd5W2_Gj4V2XBLDPW8JtLz07zDrKkW2C-C6w4cxfFwW4ZsQ9D39nFZtW9kHFM61gJF1d3cRT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60p3q905V1-WJV7CgGxmN1g15bHTfrz3N9lMtBRTsDsQW6Gj-762m7CKpVWwpG_6rGm6zN53GylMnvmzsW6S7lg842jD7gW55rLn07Cg4DCW7kBJQS3jL8RHW2M9DG51CZNjLW89Stn078PzkvW7yvpGQ8B6WdZW3ykkDZ8tn4H3Vf4tvx2X5v5DW2tzc4249T-4zN3syntWyQzVHW7n29Dd6B_f8FW1dQL9Y9cV615W5DvJDl4hvgx6W2XGxmj1q64slW13XJ4Y51kNBKW2FMsQy4SWKCjW20R1gm4hNTsbW2GQv7z5r3Ll3W8fLS6c7Tg0V_3j5J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgQl3N6fHb8SLl1cSW92Q6F-39W1xMW7zL1jh5HmTgvW44dHTL46XrcmW5wWGBR3zKR49W1kykXx5kbHZsW4g-dZV5vt8NBW5wc8pJ9lBHn5W7_PLWG5rnk8tW5nwfkY8CPm_SW4xVQck45wbtCW80lP567yLXVgW2RH3HC1qsM2MW7mfqtt6lSls8W36Pz5d2sCCS2W2XhDHJ8P8V-xW2DbCDr7PQRNQN8fckjsZSZD8W8WJBd67FBt9NVhyrnY4bt2tXW1SCQRS8B3pk4MwBYyb64GKw377_1
https://www.yardeni.com/pub/cc_20220711.pdf
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below its record high during February 2020. There’s certainly no recession evident in this 
coincident indicator. 
  
(2) Personal income. Friday’s employment report also showed moderating wage inflation, 
as the average hourly earnings (AHE) measure of wages rose 0.3% m/m during June. The 
bad news is that the consumer price inflation rate (based on the headline PCED) over the 
past 12 months through May was 6.3%, exceeding the 5.1% increase in the AHE over the 
same period. So workers’ purchasing power has stagnated over this period (Fig. 3). Odds 
are that inflation significantly eroded the purchasing power of wages again during June. 
  
This doesn’t augur well for June’s real personal income excluding transfer payments, which 
is one of the four components of the CEI (Fig. 4). This measure of total consumer 
purchasing power has been eroded by consumer price inflation too; it is up 8.3% y/y in 
nominal terms, but only 1.8% in real terms, through May. 
  
Debbie and I calculate our Earned Income Proxy (EIP) for private wages and salaries in 
personal income when the monthly employment report is released (Fig. 5). It is simply AHE 
multiplied by aggregate hours worked, which reflects payroll employment and the average 
length of the workweek. The average workweek (which is one of the components of the LEI, 
by the way) was flat during June, while aggregate hours worked during the month rose to a 
record 4.48 billion. 
  
Our EIP rose 0.6% m/m during June (Fig. 6). However, it undoubtedly was eroded by higher 
consumer price inflation. Over the past 12 months through May, the nominal and real 
versions of the EIP are up 9.4% and 2.9%. 
  
(3) Subjective probabilities. So according to the LEI, the economy is heading toward a 
recession. According to the CEI, everything is just swell. Following the release of the jobs 
report on Friday, the Atlanta Fed’s GDPNow tracking model showed that real GDP fell 1.2% 
(saar) during Q2, an upward revision from down 1.9%. Real consumer spending growth was 
revised up from 1.3% to 1.9%, while real gross private domestic investment increased from 
-14.9% to -13.7%. So real GDP is on track to fall for the second quarter in a row, having 
decreased 1.6% during Q1. 
  
Last week, we raised our odds of a short and shallow recession from 45% to 55%, with real 
GDP falling by 2.0% during H2-2022. So a mild recession is our base-case scenario 
currently. The second-most-likely alternative scenario, with a 25% subjective probability, is 
a soft landing, with real GDP growing between 0.0% and 2.0% during H2-2022. That puts 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgVS8W4SSWVP9031qtW6wv9-p6-xwMHW2hZ4dx4ZgtcpW5bXQSs4KB7MVW5dKpJg1-t9K8W66VrSq4pJpMzW1lpdqn3CT6vzW6Qq0VD1wYWfhW4QRgSL4h4PfLW6jsSXn82Z_YdW77H56l714g38W299kJn1nXx-nW4QsXlC15-W96W3tGzq14qt7MjW7xdjkJ91wjhVW8kJ1wl4bNsJJW8Z2pbN5KQx4zW63WbzP3zqx0CW8z8ZZ_7m4WDrN2tq450-Z0z3W4QhbRZ3-n-fzW7pc2K06m5-1r39jd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgM6QW1fz9Cj2zytG7W7hlZyt1nb0lTW5VdfqH55MLKFN8WpPp4rG3fbW3RfwX059P6Y9W5cT-JC9692pJW79gwHb5M5MSmN36RLDBgXdZRW14Zwm97fL4SqW7dhcHW1QQth2N7dRq9TXg-XhW5ZZJ287rrhfDW839gBd4jPkLjW6rqLqD72TT8KW3nPTlq8KGzBsN7gDq7SdD3DMW6TL4XN88qz2FW84Q2gF6HhGvtW2rtTqx1Z6tWCF8T66gb20w0W7WllY62VlTS_W83_hhS2KnZ_731j31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgVggW4Chfhm84zwR1W49XlJ428R7ZQVY50L91MZlx5W6VHNN21R5jlrW1nT-X_6MjDpZW599FmV2ydtqqW3ZMhCk5CshwWN54FypDv3-xgW6Gh4Hf8K4221LLZYxkftltN4VW9rjxgsmLW4l_5wN3cQbt9W18XH-c3S2CSRW6qJSz681KH7fW6D4Sxs2JYXvsW2RtWRH1JL3hjW554R9y6x3b-YW8VtnXB3JhR0XW1hJ-152XdwsGW6GqVlT72wMxcW2-yr4x3MjTPnW2692ly6wryvV33Vv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgJXbW5_CnG31ry-WVVs-y1S7HkZV7N6kLmk-c9JwfW61gCpP1KCBzzV_knFZ3P9XySW2HGrCr7Lk0FsW5F6-ZF8MDYCtW7GfBpZ264ZNjW7tl5mG6NmyMxW1mNGM910WF1TW8VW1_L3qxhmJW2fj26K42c0ypW5QGLJ352knkDW5WyKs66lZmJfW7vQ91Z5nz0VnW5VgF9d2Prx2KW4BL5rp6RCQBRW2Qn7JY2S4jj0N4Yc0MJGyr8GW1jwL_Q7FKMk0W4GLbcm1vhGHpW3slwbm6Z9GPL31Rh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60p3q905V1-WJV7Cg-HhW1t3c6n7Pp2mBW1NTCL45P6LxrW7Mj8b01cPH1yW79qKR-2ywVplW4hMPB765ZztXVcG6Y_2BR8HhVcTN2-3clLfwN8fm3nhGRkCzN5fY2d1MFxsyVxTRQp3wxzjlV3FQkk59d0fYW7jsHxn2p746TW3c4wtN5sN8KnW4005LD4BY3cdW4r9cM28Vh9-jW94cltY63QfKLW135Gn08-X5W-W5RPNNl3TDRZvW7H-Jtc5FLVnHW763gcb58GhVgW1-82BP2ZcflqW4MvHQH5-1jLtVN35Wj4-40mpW7c196d4q2l6L32WK1
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the odds that real GDP will grow between -2.0% and 2.0% for the foreseeable future at 
80%. For now, we assign 10% odds to a hard landing and 10% to a boom. 
  
(4) The “banana” scenario. “Between 1973 and 1975 we had the deepest banana that we 
had in 35 years, and yet inflation dipped only very briefly,” the economist Alfred Kahn, who 
headed the Carter administration’s task force to fight inflation, once said. He substituted 
“banana” for the word “recession.” The reason, he amiably explained, was that references 
to recessions seemed to make people nervous and irritable. Of course, one of the people 
made most irritable was his boss, President Jimmy Carter. 
  
In the February 15 Morning Briefing, we wrote: “Debbie and I have been thinking more 
about the banana scenario. For now, we are singing the 1923 hit song with the ambivalent 
message ‘Yes! We Have No Bananas.’” We observed that the following factors suggested a 
low risk of a recession: the LEI and CEI were rising, consumers were in relatively good 
shape, corporations were also ship-shape, the risk of a credit crunch was low, and the air 
was coming out of various speculative bubbles in an orderly fashion. 
  
Back then, we identified the main risk as follows: “If the prices of bananas continue to soar 
along with other food prices and most items in the CPI, then the Fed will have no choice but 
to implement Volcker’s solution, ushering in the Volcker 2.0 scenario.” 
  
Last Thursday, two Fed officials opined that it should be full-steam ahead for another 75bps 
hike in the federal funds rate at the end of this month followed by one of 50bps-75bps in 
September. June’s employment report certainly wouldn’t have changed their minds. Let’s 
see if June’s CPI report released on Wednesday will take any steam out of the Fed’s 
current tightening monetary course, or add even more steam. 
  
The 2-year US Treasury note yield is a good year-ahead leading indicator of the federal 
funds rate, which is currently at 1.63% (Fig. 7). After soaring from 0.73% at the start of the 
year to a recent high of 3.45% during June 14, it has been back down bouncing around 
3.00% since then. 
  
For now, Fed officials remain on course to tighten monetary policy through September, 
even at the risk of an economic squished banana. Needless to say, the word “banana” did 
not appear in the FOMC’s June minutes. Neither did the word “recession,” not even once. 
Instead, the minutes noted: “Most participants assessed that the risks to the outlook for 
economic growth were skewed to the downside. Downside risks included the possibility that 
a further tightening in financial conditions would have a larger negative effect on economic 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60p3q905V1-WJV7CgDrlVpkKrp494dtbN7gZZ-fQSFRFW3J0ntr4_4k4gN59YHKVSYytWW3gKgrK3Qkmv1W2VWcXk4ZJM09W8PBtwy4p3-vRW3khWvV5FzFY4W1wBB-435RWGBW5d99dg5Rrc33VtnJgc8jWrLzN4wkCy_6pwYkW8btqzn74ygWtW3gsFWP2dMm5tN29ws6rSw-c_W25HwGv3RMQrXN99_F-Qkrv4tW597ZKN1NJpnDW4hCtL98DhB0VW3KJx5N572-2zW3VJs8F7BghNkW731Skv6z6cjLW7vmQ2f5rn3D_W7pL0n-8BJ0kw3ksQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60p9kQwGV7Wycr7CgVWbW7z-2Cv3_kn1XW1rJy-Q67qkzBW7vmgmq5WS90DVh75g71hdNGRW270c572StSx-W20h5qV5Blq9mW5BBTNZ4M01qLW99MYGD2BDSKGN7mghCJM5L2GW80-sRC5mMKK3W7yZZ8n36GLr0W2dl_-02ndwpLW9kh9C07wtc_dW95mj3b7g4Ls2W1lCTJf2RNkmHW8sqSb_3bFxprW1cQz628nYVHsW6Gr7pR1Qd34RW3JnX_58fjqdjVRRj-H77N25NW4VvS-C4s8x0mW6SNWYB4dtLgBVqcGwz3J54W2W9g4q8P3GMjVbW6fg84Z8GtdL3VhPnCk4_9mGSW7T2Lry6LgR4pVdK9pJ5M7qfyW3p8kmh91SVvtW99pvT76NPy7DW1FlcPB1XXB7QW11bnPT506668W3rNzW625H891W5ZYbWX7F_SMTW6-l3yH7H9rfvW7mZ-XN8tZJNxW9jndgr4km81dN8Y3g1R5W8W5W8VjbLm1wkztGW4RWVYT6H_1qrW7Pgf_c2Yz07FW4cHphd2P_xSCW18k7Kp3XVmPwW4J6m8w20RvD5W93rNh78hQ5thW5lDsmK1PchrCVvZFNj6qvFj7W2fHpgh7_pY_-VZgWdJ4PRxG8W1LtvTZ1-bxBtW5SX9DY6RlTzqW4bRvFw1ywld3W3Fc6GL13MBPLW5dH_3H1g5RllW6NLtdB54MQvJW3_BJ-B111hv-W4c8Vsj6F_dGKW6XJRgc3lJYGMVXf20b45tvqhW41BZKy4fvC9cW8XxwgM6VMw37V1G91Y6msFb2VBd3dL5-wsQ-W4rvBp7864lPBW69pJDm8ppm-NW8kf-4x8dbsxxW21QrKg7RwSrKN3BLCv0WV3kqW7kYB4P8HcBjNW5zdgCm6Cm0Y_W4yR5xC1xR4wWW5ywL2W8Y4RQF3h4Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgDX2VDVGsQ3v0j9HW7zSzR45wVzFgN5C79Z4f0rB-W7dH3Q37s3TW7W4RV_Wr3NQs-LW3vgt9D5FwjnRN6PlNmTd-p29W6mjfVV5fhn35VQJGBt4SKgRWW5xFw912Tvm3kW1vQFRD28bYSVW1kZKwj5_1sQjW3jtMRH2lsXcFW47HsB41jlm9BW3nzL3b5nxZPgW3-sMqQ3nQ2fvN70rqpnvhZ-dVcKzgv5kPwn6W2K_vs23tP7lTN2h0VP7hwF74W2fPCKH95B1MTF1RmmfJ6BWC3h2N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60J3q90pV1-WJV7CgCPNW2mTfj65SfB5pW4SCZ4Q4Zp6k4W7NCM6C5F0P1CW57NT1b4lY_XmW7kgSkK328KpgW2YWv7d4cMZlXW8Gw5Cz8xGZfnW1R8q3n46K7mBW6dLX738Z5sb7W9gfq9N4dR-d3W8s0krw6XvdNxW1-yqS_7GgFbvW7FKzwM1Z0CQcW5krfc91WSSSXVQlFf-17yrMwW7qTyl5973Y5_W96zXk177hDQNW3clBm-3ZTJXvW2JXJc5515BzQW1djrl63wtLRzW2914bZ634YJkW350rlg1vZGX9N31rfD2-HkFQW8y7Gwn3hXDN6W308bQp7Yp4tfW5BRJM56k8C0g38vW1
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activity than anticipated as well as the possibilities that the Russian invasion of Ukraine and 
the COVID-related lockdowns in China would have larger-than-expected effects on 
economic growth.” 
  
Strategy I: The S&P 500 as a Leading Indicator. The stock market has predicted nine of 
the past five recessions. That’s a joke told by master Keynesian of decades ago Paul 
Samuelson. As noted above, the S&P 500 is one of the 10 components of the monthly LEI. 
It tends to peak ahead of recessions but has provided a few false alarms as well. However, 
since 1945, every bear market in the S&P 500 with the exception of the one during 1987 
has been associated with a recession (Fig. 8 and Fig. 9). 
  
The question is whether the current bear market might not be a precursor of a recession 
after all? The answer is that it might not if the recession turns out to be short and shallow as 
we currently expect. It’s conceivable that such a recession might not make the grade as an 
official recession as determined by the Dating Committee of the National Bureau of 
Economic Research. It’s conceivable that the current experience will make the history 
books as a growth recession or a mid-cycle slowdown, but not an “official” recession. 
  
Since 1945, bear markets in the S&P 500 started, on average, five months before 
recessions started. The range of the lead time has been 12 months before to one month 
after the 12 recessions since 1945 (Fig. 10). 
  
Strategy II: The Da Vinci Code. Joe and I remain hopeful that the Da Vinci Code (DVC) 
will be right again in calling a major market bottom. The S&P 500 fell to 666 on an intra-day 
basis on March 6, 2009. That devilish number marked the bottom in the previous bear 
market. On June 16 of this year, the S&P 500 closed at 3666, down 23.6% from its record 
high on January 3. That marked the bottom to date in the current bear market. The index is 
up 6.3% since then and down 18.7% since its January 3 peak (Fig. 11). 
  
Of course, we are fundamentalists, not DVC symbolists. The S&P GSCI commodities index 
is down 14.8% from its recent peak on June 8 through Friday’s close. Over this same 
period, its energy and agricultural commodities subindexes are each down 15.6%. The price 
of copper is down 19.8% over this period. 
  
The drop in commodity prices triggered a significant decline in the 10-year US Treasury 
bond yield from this year’s peak of 3.48% on June 14 to 3.09% on Friday. 
  
All these developments signal that inflation might be peaking and therefore that the Fed’s 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgLTVW6BwzQR5gm8bDW2n1cZb6wqDzcW4yRFT66gGtpBW6fB83Z48cN1JW49PwDn8xDgfKMn1vPgvjz5kW4x7z7s8gJNMbVnb1YL10DWflW7tsyHP21S-nLW6fzq4w562_-6W7ChWGq96Bk-sW6gJjqh4rVMpsW2br4Gw5WzNmlW4SkfL21VcPMrVmktp14G66J2W64Z67K3n0BsxW3qpfK-75m8jkW3nxL_X3t4QG_W3JpqDP3KkH5BW8N3CSN2RrFmVW1hZH9-98KGSjW7yRWN_8qZL5f3nQ_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgF7ZW3y_bYx2JrD7zW10BKMg4xRxK7VYF-0S89r-2gW1sHm-b5tFvwDW641NtS8DlMw_W3xr1zW7sZ954W4d0X-R2K-13FVNQNcv8qXKq7W3b6nt64XX5bBW8q4lCb4lrK5rW6PpbDp211fwNW5nMWRM4R9kpqW3pmrcz8qDbbXW2d1F4K7sVw0gVdYnGq5THGGDW2VXKJ12rVJ3SW6rZkDh7zczShW4KHhzv8cxCKKN92kjQ38XS4qW97SdVP2RCCZMW2fx8VH7cX9KxN8jj4VxSSZdS2H81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgzQjN3FPP8bKvf5gW5dx6PH4Qcx4PW5Tqwd62PdqdWN880z4TkcjPpW1BLqyl49QhbLW2rc1Hj6pW07xW5XZPhP1mvTR_N8ZSM49STCGhVqv76T65YfGDW9gYc9m5nK3whW1ScT4d5jqtq8N4dBjc88l_JNW2MjVqy6drlZsW8p2_3f7ssl-_W6-Kttr9bSKJqN5B06cJx2P6nW1QZWhg1KNDdkN7kB5rT9GhNXW6wSR628frYs_W4dZ_Jb6rlHPJW8nfCYs7WnZGtVH3XDt88048j3ffJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgFjTW1df11_37pThtW5jTD252K_CklW4m0KTx1d_RCWN4LC26WMqZ9FW8SSbpb6-gbsCM-ggqMBqRpTW1PvkRh8HSXdmW8gP6HJ8JNn29W9gNYdL399TGNW2-wyPR7-sJw8W3TR7vG21SWtwW36ly8t1_DrKxW51GcCB31-R_GW8RpyjW30L8jsW8SPTkF2syGvfW9m0XNP3_7hPSW4Vpj6G3V6HVwW1-W6mD6-f3H4W567w9S2B9CchW2zb3Q83L3QFSW5x04XV7YKp0KW1k5MSm4pLtft3nmd1


 

5 
 

monetary policy tightening cycle might be over sooner rather than later. If so, then the 
forward P/E of the S&P 500 might have bottomed on June 16 at 15.3. On the other hand, all 
these developments might also be signaling a recession, which would be bad news for S&P 
500 earnings and could very well push the forward P/E below its June 16 low. Given that a 
mild recession (which might not even make the history books) is our base-case scenario, 
we think the Da Vinci Code has a shot of having called the bottom. 
  
Strategy III: Are Earnings Real? The recession question for investors is now focusing on 
the Q2-2022 earnings reporting season, which starts this week. The relative weakness of 
the economy will be judged by its impact on earnings during Q2 and by the guidance 
provided by corporate managements during their upcoming earnings calls. The results will 
help investors decide whether industry analysts have been too optimistic, if not totally 
delusional, about earnings. Here is our guidance for the earnings reporting season ahead: 
  
(1) Quarterly earnings. Industry analysts lowered their Q2 estimates for S&P 500 earnings 
slightly during April when Q1 earnings were being reported, but not by much and haven’t 
changed their estimates since then (Fig. 12). During the June 30 week, they estimated that 
earnings rose 4.9% y/y through Q2 (Fig. 13). History suggests that analysts tend to be too 
pessimistic just before earnings seasons begin, as the actual results turn out to be better. 
We will be monitoring their estimates for Q3 and Q4 to see how Q2’s results and guidance 
affect their outlook. 
  
(2) Annual earnings. Industry analysts remain totally oblivious to all the chatter about a 
recession, as evidenced by the record highs in both S&P 500 forward revenues and 
earnings during the June 30 week (Fig. 14). The forward profit margin remains at its record-
high reading of about 13.3% since the end of last year. 
  
(3) Adjusting for inflation. One of our accounts recently asked us if the strength in forward 
revenues and earnings might be attributable mostly or solely to inflation. Data available 
through May show that real forward earnings has been rising every month to new records 
since May 2021 (Fig. 15). Real S&P 500 forward earnings was up 10.8% y/y through May, 
while nominal forward earnings was up 18.4% y/y through the June 30 week (Fig. 16). 
  
During recessions, the growth rates of both nominal and real forward earnings tend to be 
negative on a y/y basis. We aren’t there yet, and we might not get there. 
  
Movie. “Staircase” (+ +) (link) is an HBO Max TV mini-series inspired by the truly bizarre 
story of Michael Peterson, a crime novelist. He was found guilty of killing his wife Kathleen. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgJyQW4fqXWq3d01ysVchDDT2StP85N6WSpmFp4vSrW5M6nw-2jqySxW4qxwDs47v7MSW45pGmz8ppgjPW24GMMc2RShCQW4wBMMC2SCcL1Vhr3QS936vBqW5-bk1B2k1KX5W55SR_x26MTtpW5H5CCC773W_BW6kD0nV81NwkwW3BmD405NnBpHN8h-Nsbw6vb0W6C8Sx44LC9Q9W2JtfnS7L72qKW1ygHvg4mjPM3W7LFdCM8RLVvkW677jj02xnHq6VbxBKT8rnkkLN8VRpr8lhPkX3cl91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgSX3W3fHz537VtRz5W99r47-8wnVT3W4SdZDG7Rvkf4W6fLxq_8d4m-_W2cS2z_6850qqW56Kf721vrYR3MqDsQkbCY95W7p8gNj32S6kJW2PYjDd4fV_DnW9bQFVm8ZCc01W6ZWhr25FbLYcW2XT2cg9jg8-FVBnZNb1jn-yhW8fxlkg9fvr9CW6fpWTb60k9t1N56z0Ws34nv5W248jNY2bnkNNW4h27zd6X1DPhW2dK6-h36sz-pW8fy-XJ8VxNh9W5XNLX14RH789W2Vjcx-31ByfY328c1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgWGtW2GWNh83ZJtl4W3D58D44HYtPrW5LvHd93Zl7jGN1KX1XB9fzMqW7rGM7R8S0HjlW4ZkqCQ5LSkQjV1hD2Q76_y5LW4NnGyq7P65PlVMvP6s39CVcqW5TCvts7Zr4nLW8_3d3739cTQ2W3WwdRS3ssR4KW4JfLtb98WB5mW2LSmTj1qYXxRW9g2lS97tzCkxW59dqBw49str9W507ymL5PxN1XW7Dr3R-3Xt-PVW2N2QrS4f9VgkW4kDhR32fb-fRW12J2k73P_W0HV-pm1z6hF7hZ3ftk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgQLNW14mZVH1zvz47W3X0j936kwQLHW5yNr4784ZN_kW2Z8jx-2G7gcVW5z5tgJ1CBTwQN1CFyH-QyksJW8MxTLK4W1dHsVqwDbN1tnkFQW1mD_1S1XFQk0W7Xwcgv2yQs3kW1BDxrq72qv7kW8b62X_60zDMhW4Vhzsk4NXVmpMH27GHl2XDsW16Qn0q3yrkX8N7tnYCQM0_LdV2VStj1dT5YHW61Y7V39b1WmtW6n7MVq6lx06cN6GsRtR37D18W7yK8__3NVMSzW8ldcZJ8kt8zT3gBP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgGsrN86YszjG2dBrW5JpCmQ1rPnP-W5_4Ytt3d8xVcW3bc0qd66ZLXWW57dQB61cs2htW4-DGvq62yrxPVGc2Mp73DMzMW6hxGCY2-zJc4W1XY-Mn7mKD2BW3pX7jj4pxQS4W4tM_GQ6R8m5xW7dv3Wq65q5Z8VZ1Jfg78t7mwW8wK-xb6sxNjBN5bNhxRGcbLBW49qbTN4jK-ZCW1Hmh0N8gbwFxW6HZ0v-273MB6W2J48CP2jwl8fW2LRL5319xH3-W6Wdx192Vd8LtW6WtHgv3y9x9C3lkr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgFR2N67lwD7KtBsxW5z7StX5xFSqsW1JY7sF2c7-yKW782VmC2_pHPQW5Md_0D6hbKMlW4Gs99c5DBbZQW9jrRTn3mZnm9W52cKZL4ftVcVV59D_w2LTlMTN4mr5jnzPkqPW842p-T2SjnxrN93hV_m8x1hLW7qL4hR6YcD0DW3RfZ0Z4sq6vMVfjcbq6nf5kPW1BJQ0M1sn7wFW5N0zQV1gJQN_N3VjZtzRGSztW2M47BF4Xl75lN7rQ5Vc50l42N8QJfZrdc1_MW66XRWK1vtZny34_l1
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During the trial, his defense lawyer claimed that she died falling down the back staircase at 
their home. The prosecution argued that her head injuries showed that she was hit several 
times by her husband after she might have threatened to leave him because she might 
have discovered that he was cheating on her. The jury sided with the prosecutors partly 
because Michael had had numerous affairs and a history of lying about his past. The 
relationships between Michael, Kathleen, and their five children both before and after her 
death is an interesting aspect of this crime story, which has lots of twists and turns. Colin 
Firth admirably plays Michael playing everyone around him. Toni Collette plays his very 
unhappy wife. 

 

Calendars 
  
US: Mon: Williams. Tues: NFIB Small Business Optimism; API Weekly Crude Oil 
Inventories; OPEC Monthly Report; EIA Short-Term Energy Outlook; WASDE Report. 
(Bloomberg estimates) 
  
Global: Mon: Italy Retail Sales 8.4% y/y; UK Retail Sales Monitor; Japan PPI 
0.5%m/m/8.8%y/y; Japan Machine Tool Orders; Australia NAB Business Confidence; China 
New Loans & Social Financing; Eurogroup Meetings; Bailey; Nagel. Tues: Eurozone ZEW 
Economic Sentiment; Germany ZEW Economic Sentiment -38.0; Australia Consumer 
Sentiment; China Trade Balance ¥75.7b; China Exports & Imports 12.0%/3.9% y/y; EU 
Economic Forecasts; Nagel; Balz; Bailey; Cunliffe; Mauderer. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index rose 2.1% last week as the 
index moved back out of bear market territory again to end the week at 19.7% below its 
record high on December 27. The US MSCI ranked 10th of the 48 global stock markets we 
follow in a week when 23 countries rose in US dollar terms. The AC World ex-US index rose 
0.8% for the week and remained in a bear market at 23.1% below its June 15, 2021 record 
high. EM Latin America and EAFE were the best-performing regions last week with gains of 
0.9%. EMEA was the biggest underperformer with a decline of 1.1% followed by EM 
Eastern Europe (-0.7%), EMU (-0.3), BIC (0.7), and EM Asia (0.8). Jordan was the best-
performing country last week with a gain of 6.9%, followed by New Zealand (5.3), Sweden 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgP7sW7_kQ9k53nTTCW4xCn3K1FC9tcW3mYg4d8hJMfXW35BPC32-2r6sW1Yg89r7f7xgtVYm0NK3Yh1GMW8D9WqV3mD2rzW2H7Zv737C6zmW3ckMQx3xdtPGW1skNl13WrS_HW4vJ3nj82Fzm1VJ0hw8943mCjN2CX8pZZ28gSW6dWtFJ1ny_ZjN1kJWFtYghJ4VF2_NL883DhqW6-KP0l4271pTW6XgbRl2JFH6vW4DPw5-1KhrFNW18pqDR47WFdyW5DdQ4-6BCt8yW5MRgQh25QccB3fg-1
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(3.5), and Australia (3.4). Among the 31 countries that underperformed the AC World ex-US 
MSCI last week, the Argentina’s 5.2% decline was the worst, followed by Turkey (-4.3), 
Egypt (-4.1), Sri Lanka (-3.6), and Spain (-2.9). The US MSCI’s ytd ranking rose w/w to 
27/49, with its 19.2% decline beating the now slightly larger drop in the AC World ex-US (-
19.6). EM Latin America is down 4.1% ytd; it along with BIC (-17.8) and EM Asia (-18.1) are 
the only regions outperforming the AC World ex-US. The laggards: EM Eastern Europe (-
84.1), EMEA (-36.5), EMU (-27.2), and EAFE (-20.8). The best country performers so far in 
2022: Jordan (29.1), Chile (8.9), Brazil (-1.7), Indonesia (-4.6), and Hong Kong (-4.9). Apart 
from Russia, in which investors have lost 100.0% of their investment this year, here are the 
worst-performing countries ytd: Sri Lanka (-68.7), Hungary (-44.1), Egypt (-42.8), Austria (-
36.3), Ireland (-36.1), and Poland (-35.5). 

S&P 1500/500/400/600 Performance (link): All three of these indexes rose last week, but 
MidCap and SmallCap remained in a bear market. In the last 14 weeks, LargeCap has 
posted only three gains while MidCap and SmallCap have risen four times. LargeCap’s 
latest gain of 1.9% had the index improve to 18.7% below its record high on January 3. 
MidCap rose 1.1% to end the week 20.3% below its record high on November 16, while 
SmallCap increased 0.5% to finish at 22.0% below its November 8 record high. Thirteen of 
the 33 sectors moved higher for the week, not much improved from 11 sectors rising a week 
earlier. LargeCap’s dominated last week: LargeCap Communication Services rose 4.9%, 
followed by LargeCap Consumer Discretionary (4.6%), LargeCap Tech (4.3), MidCap 
Consumer Discretionary (3.7), and SmallCap Tech (3.4). MidCap Utilities (-3.5) was the 
biggest underperformer last week, followed by SmallCap Utilities (-3.2), SmallCap Energy (-
3.0), LargeCap Utilities (-2.9), and SmallCap Materials (-2.7). In terms of 2022’s ytd 
performance, all three indexes are still down ytd, but nearly identically so: LargeCap is 
down 18.2%, slightly ahead of the 18.4% declines for MidCap and SmallCap. Just three of 
the 33 sectors are positive so far in 2022, down from five a week earlier. Energy continues 
to dominate the top performers: LargeCap Energy (27.9), SmallCap Energy (21.8), MidCap 
Energy (15.3), LargeCap Utilities (-2.4), and MidCap Utilities (-3.4). The biggest ytd 
laggards: SmallCap Consumer Discretionary (-29.5), LargeCap Consumer Discretionary (-
28.7), LargeCap Communication Services (-26.5), MidCap Consumer Discretionary (-25.8), 
SmallCap Real Estate (-25.4), and SmallCap Communication Services (-25.1). 

S&P 500 Sectors and Industries Performance (link): Five of the 11 S&P 500 sectors rose 
last week, but only three outperformed the composite index’s 1.9% gain. That compares to 
a 2.2% decline for the S&P 500 a week earlier, when four sectors rose and seven 
outperformed the index. Communication Services was the top performer with a gain of 
4.9%, followed by Consumer Discretionary (4.6%) and Tech (4.3). The worst performers: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgJK_W6D5jVx12cvFVW8415kX4fl-FvW24W3MP24v9jxW9dtRBV6nVvK4W6Mqdhy8ds6tSW4ZvV-Q7r7S2hW3XZMKB1CR_PgW3bZJLn8FNn7yW3rkjXL60Z5mbW7fXc8-69dqyqW6540f441lLq_W1B7P3G7BFyBCW2gKN211213phW3PKl6P7XHdbHW8thH8c1_5ysYW61bSF87TK-7PW88kRf72pvBtGW86VnYX7Rk8yNW3hNwPQ99lnWMW31vx681lNP1lW7B7XhQ8DZyQnW85grTv38rHt43dnC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgY5ZTjv7429cp1KW22pBsb3vn8k_W41SGsp3MySxHW8trDhB5zYVwsW4p6B7L8XMGfJN9d8SWfD6n5_W2Pk_qc1tVzKdW4NmzP43WMFQhW8mV9PP6k679KW6hJ0-V8SvpQQW8R8FQZ16cCJ0W1LCyQX5SjwTXW2Z-jsT3tG78tVPmdXZ1ZLtdJW2_zPLv2ngtmGW8DTsFj4BT08xW7nMf6_5yWmV7W78yJ174K2ZKnW5mGcgY3v-1N7N7wCG0NtDrg0W29L1ft31v7bLW2-syB83hSkDF3cQN1
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Utilities (-2.9), Energy (-2.4), Materials (-1.5), Real Estate (-1.0), Consumer Staples (-0.5), 
Industrials (-0.2), Financials (0.5), and Health Care (0.8). The S&P 500 is down 18.2% so 
far in 2022 with six sectors ahead of the index, but just one in positive territory. The best 
performers in 2022 to date: Energy (27.9), Utilities (-2.4), Consumer Staples (-5.9), Health 
Care (-7.3), Industrials (-16.9), and Financials (-17.9). The ytd laggards: Consumer 
Discretionary (-28.7), Communication Services (-26.5), Tech (-23.9), Real Estate (-20.5), 
and Materials (-19.4).  

S&P 500 Technical Indicators (link): The S&P 500 rose 1.9% last week and improved 
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 13th week after four weeks above and closed 
below its 200-dma for the 20th time in 22 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 13th 
week as the index improved to 1.4% below its falling 50-dma from 4.0% a week earlier and 
a 27-month low of 11.1% below its falling 50-dma in mid-June. 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 10.9% below its falling 200-dma, up from 12.8% 
below a week earlier and up from a 26-month low of 17.1% below its falling 200-dma in mid-
June. 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, unchanged from a week earlier but an improvement from the two 
weeks before that when all 11 sectors were below. Health Care was above for a second 
week as Utilities flipped back below and Communication Services moved above for the first 
time in 14 weeks. Ten of the 11 sectors had a declining 50-dma, up from all 11 falling in the 
prior three weeks as Health Care’s 50-dma turned up for the first time in five weeks. 
Looking at the more stable longer-term 200-dmas, two sectors were above for a second 
straight week. Energy was above for a fourth week and Utilities for a second. For 
perspective, at the depths of the Great Virus Crisis in April 2020, Health Care was the only 
sector trading above its 200-dma. Four sectors have a rising 200-dma, up from three a 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgYlbN58kb_xhS2BpW2rKYgN1QC2JJN3CmDfDhGv2ZV3L0hx3T7y_gW594Wld88v6C4W5sMFg-17h6VqW6z-rYj2m0Y3DW3ttQfm7ZR6DjV2836b5w8VmdW7dNgGy1PbQYTW4McYs48Wj3P5W7-sTl15K3YVWM6Q0jVpprgjW3_P-2K7ZtJGBW2CwnCg7KCMfhW80dJZV3QjCngW9djqyJ8hbghXTvbdT6pkGX3W7qpgD31KbcL1W18dMd-23KDm3W6_SPkH1t40MQW8ZK5Ds4Rsz9W3fq21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgSJJW10gByQ6bmPd1W6PLz_p35LbC-W2w8cj73vqb8KW89n0VR4TBFV5W1Nj_l235h3MCW4_0Wf46xQ47FVd3k3q5ZwMFnW9jMpnv3568J1W21_v5Y5GqZGBW8bGsHz68gw2BW1_LHB_7B41GpW2KhJ6S5Y4jD4W6ymVtt99GcyMW89_pg16fZ60vW1Z0dK87nR264W6z-P3S6Hgg_6W2hFhc061Dfh4N93pTqCGLDj-N4v_zRZdccFQW9d80_n5rJWCTW7Gb7JT4f8YvdW1ghkhP7vqWXY3j3J1
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week earlier, as Health Care turned up and joined Consumer Staples, Energy, and Utilities 
in that club.   

 

US Economic Indicators 
  
Employment (link): Payroll employment in June was stronger than expected, though gains 
for the prior two months were weaker than reported. Payroll employment climbed 372,000 
(vs 270,000 consensus estimate), while both May (to 384,000 from 390,000) and April 
(368,000 from 436,000) employment were revised lower for a net loss of 74,000 over the 
two-month period. Private payrolls advanced 381,000 during June, with revisions showing 
May’s (336,000 from 333,000) to have been slightly higher and April’s (368,000 from 
405,000) considerably lower, for a net loss of 34,000. Total payroll employment has 
recovered 21.5 million jobs since bottoming in April 2020, though is still 524,000 below its 
pre-pandemic level. Jobs gains in service-providing industries increased 333,000 in June, a 
four-month high, averaging monthly increases of 303,750 the past four months—below the 
525,000 average gain the first two months of the year. Goods-producing jobs advanced 
48,000 in June, slowing steadily from February’s 114,000 increase. Industries posting the 
largest gains during June were professional & business services (74,000), leisure & 
hospitality (67,000), health care (57,000), transportation & warehousing (36,000), 
manufacturing (29,000) information services (25,000), and social assistance (21,000). 
Here’s a tally of where industries stand relative to their February 2020 pre-pandemic levels: 
professional & business services (+880,000), transportation & warehousing (+759,000), 
retail trade (+179,500), information services (+105,000), financial activities (+81,000), 
nondurable goods manufacturing (+81,000), construction (+46,000), education (+4,600), 
wholesale trade (-18,100), mining & logging (-61,000), durable goods manufacturing (-
69,000), health care (-175,600), and leisure & hospitality (-1.3 million). 

Earned Income Proxy (link): Our Earned Income Proxy (EIP), which tracks consumer 
incomes and spending closely, recorded its 25th increase in the past 26 months—up 0.6% 
in June and 28.8% over the period—to yet another new record high. The EIP has averaged 
monthly gains of 0.8% the past 16 months. In June, both average hourly earnings and 
aggregate weekly hours increased 0.3%. Over the past 12 months, our EIP was up 9.3%—
with aggregate weekly hours up 4.2% and average hourly earnings up 5.1%—slowing from 
February’s 11.0% rate, which was the fastest since mid-2021. 

Unemployment (link): June’s unemployment rate remained unchanged at 3.6% for the third 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgHkwW5Sr8_G7s40psVSZ6Ml5sPQV8W1dw53_342m9mW8YV5qv5L9pldW2vDBZ24QycQRW3MJV3F3wYzwwW8dJKXc46LbyPW1QpLZc3W1_ktW60nclT2Fl3HfW3m9KnK8hT5f4N1tTVJby7bYVW7x6RjN44H3C6W1K66CX9lyFBbN2xL5xDZf33cW8WGDTK2qh912W62BWNX4xwhMzN77KkJzCm8MPW8MCzXJ1h0yj8W2nhW3t5R8p_cW3DJtHY7YNHvfVsm_9k5rwyhfW54KNQd93HFnL2vX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s60p3q905V1-WJV7CgR6rW7bShF42sFD9PW2DVvff5wfzq_N50yZT1S2SLmW15kq3q3Nrgw4W3xFgx_5-HQRHW4604X34L_J-BV-kqTD8VfhtRW3w8S9F301w1bW3PVYGr13MZl-N26QMhDpbpjKN3bbcVPFhY2vW725c-S7D_pK7W6yx0m_1pX36-W27SCSk1Hl9BdW4k218n4H7hfgW1z9GkV2xQMP2W961Fr91mFmdsW8Kr2tR1gYpQPW3QFJMC417qznW84s_fs7XPvLwW3pWf1L8jPy6TW91rw1X4jqDkpVpySRZ6sF15wW69Dqjt1J3WRJ3khD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7Cg-qdN5zZsYZ2-r_rW2QgrD56lHjWYW3fdnS37Wm_TvW6BPt8T7Jpy_TW8KFMLr3g3FwQW8X7q6z5MRhDWW4mDXRC7pg5kjW8FXBj62XKx7KW2vSpfd7svmPNW2XxFlV5_8YXKN8ZX6Vtd_nG2W1F-7kh6b9C-mW3Bh84p5lqWl0W1q6qC924Q4jZW7Xl5Dt67BZMzW97F9RB4KcxmBW6h9Bmr6v-HrkVN56r72KM2GJW4St9l-7RksfkTYQYy2gDRmjN7VhwRzlf4QGW4XY07X561H0S3mCK1
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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 down from 62.3% to 
62.2% in June, down from March’s 62.4%—which was the highest since March 2020; it 
averaged 61.7% and 61.8%, respectively, during 2021 and 2020. By race, unemployment 
rates In June were mixed, with the rate for African Americans falling for the fifth time this 
year (by 0.4ppt in June and 1.3ppts ytd) to 5.8%, the lowest since November 2019—and not 
far from its record low of 5.4% recorded during August and September 2019. Meanwhile, 
June saw the jobless rate for Asian Americans climb by 0.6ppt to 3.0%, after falling to 2.4% 
in May—which was its lowest rate since mid-2019. The unemployment rate for Whites 
remains in a flat trend, edging up to 3.3% in June—not far from February 2020’s record low 
of 3.0%—while the rate for Hispanics held at 4.3% in June, not far from its record low of 
4.0% during September 2019. By education, those with less than a high school degree 
climbed to 5.8% in June, after falling from 5.4% to 5.2% in May—up from this February’s 
record low of 4.3%. Meanwhile, those with a high school degree (to 3.6% from 3.8%) and a 
high school degree with some college (3.1% from 3.4%) fell in June, while the rate for those 
with a bachelor’s degree or higher (2.1% from 2.0%) continued to hover near 2.0%.  

Wages (link): Average hourly earnings for all workers in June increased for the 17th straight 
month, climbing 0.3%—matching the Q2 average and slowing from average monthly gains 
of 0.4% and 0.5%, respectively, during Q1 and Q4. The yearly rate of gain slowed for the 
third month to 5.1% y/y in June, below the May inflation-rate gains of 8.6% and 6.3% in the 
CPI and PCED measures, respectively. June’s slowing follows acceleration to a 22-month 
high of 5.6% in March. Private industry wages over the three months through June 
increased 4.2% (saar)—below its yearly rate of 5.1% for the fifth successive month. The 
three-month rates for both the goods-producing (4.5%, saar & 4.7% y/y) and service-
providing (4.0 & 5.2) industries were below their yearly rates, but not by much. Within 
goods-producing, the three-month annualized rate through June for durable goods (3.1 & 
4.3) manufacturing was slightly lower than its yearly rate, while the three-month rates for 
nondurable goods (3.4 & 3.8) manufacturing and natural resources (3.8 & 3.7) nearly 
matched their yearly ones, while construction’s (6.3 & 5.6) was above. For service-providing 
industries, the same drill shows most three-month rates below yearly rates: transportation & 
warehousing (0.7 & 5.3), financial activities (0.7 & 2.4), retail trade (1.1 & 4.4), professional 
& business services’ (3.2 & 5.8). wholesale trade (4.1 & 4.5), utilities (4.6 & 6.1), and 
education & health services (5.8 & 6.1). Meanwhile, the three-month rates for leisure & 
hospitality (10.2 & 9.1), information services (8.8 & 4.4), and other services (3.6 & 2.9) were 
above their yearly rates in June—though only information services showed a noticeable 
gap.  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgWdbW5Y2W7g5bhtfrW4tsHL46SXbt7W8V9stB67lM-rW3pYH1g5NXt4-W4SQGg68HtBpNW3_nxXF3bN3JJW761s3k4TC8yRW81FgVg8ybvF3W8g_LWY2nFZJfW8ZJNct11sJY2W75-GT_66srZgW8GBnpc2kP_r3W8Wsc_q8GmwR0VZrXJj5lBgyJW5qxct-5z-PLcVZRdXX8PgY8yW6_qqrK5XkCdDW4XXqqH3g3Ys4W6vpqB89bFmCNW83Fyf23LMZJFW6L1G5Q961sVwV8B8T69gKgV639RM1
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Merchandise Trade (link): The real merchandise trade deficit held steady at -$116.6 billion 
during May after narrowing dramatically from a record high of -$135.5 billion in March to -
$116.4 billion in April. Trade was a major drag on Q1 real GDP, subtracting 3.2ppts—the 
latest data suggest it will likely be a considerable positive contributor during Q2. The deficit 
during the first two months of Q2 averaged -$116.5 billion, narrowing from Q1’s average 
monthly gap of -$122.4 billion. Real exports slipped 1.3% in May after rebounding 4.7% 
during the two months through April, while real imports dipped 0.7% in May and 5.8% 
during the two months through May. Looking at exports, real exports of consumer nonfood 
goods ex autos increased for the third time in four months in May, up 3.3% m/m and 11.5% 
over the period, while auto exports were up 7.3% during the three months through May. 
Meanwhile, real exports of capital goods ex autos remain on an uptrend, slipping 0.9% in 
May, though up 3.0% y/y, while exports of industrial supplies & materials continue to 
bounce around record highs, dipping 1.3% in May after a two-month gain of 7.2%. Turning 
to real imports, foods, feeds & beverages imports were little changed at April’s record high, 
ticking down 0.8% in May, while real auto imports have zoomed during seven of the past 
eight months, by 27.7%, to within 1.3% of its record high posted in May 2019. Meanwhile, 
real imports of capital goods ex autos remain on a steep uptrend, though have slipped 4.7% 
from March’s record high, while imports of nonfood consumer goods ex autos are following 
a similar pattern, down 9.4% from their March record high. Real imports of industrial 
supplies & materials remain on a volatile uptrend, though are looking toppy recently. 

 

Global Economic Indicators 
  
Germany Industrial Production (link): Headline German industrial production, which 
includes construction, rose a smaller-than-expected 0.2% in May, though April output was 
revised upward to show a 1.3% increase—double the initial estimate of 0.6%. Germany’s 
measure excluding construction (which the overall Eurozone uses) barely budged, edging 
up 0.1% in May from an upwardly revised 2.0% (from 1.1%) in April. According to the May 
report, supply chains continued to be disrupted because of the war in Ukraine and 
distortions that persist due to the Covid-19 crisis, such as the closure of ports in China. Ifo 
reports that 77% of German firms complained of “bottlenecks and problems in procuring 
intermediate products and raw materials in May.” Energy was a big drag on output during 
May, plunging 5.8%, with consumer (-0.9%) and intermediate (-0.4) goods output also in the 
red. Meanwhile, capital goods production climbed for the second month, by 2.2% in May 
and 5.9% over the period—after sinking 9.5% during the two months through March. 
Construction output (0.4%) moved slightly higher after a 2.6% shortfall during the two 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgKcfW39lwWS2Pf1HWW744KX627p4cdN19jkjVxW8xgW1gn-P38kzsHRW6spN0W1TPr3RW2HBSqt56BXFrMrt-rpMW-0ZW61X-fT1XW3MfW12Xj-C42k85jW77w6xV8J10DZW6SXSyn94VBCXN72BnKDtT-rqW5QLGH15--nTBW5qKRVZ1vG-9XW6PXycZ6cZWTxW6xzZm21njVvRW7Xm8MJ8y5GlnW3p8dqC1TGNyGW5JzrHQ1s_jGKW89d6SC80pNPgW74ZyFn94K2-jW6cYKN68-_Zw53pgm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVJlrr72XjKW74569X4kLZcQW824bMN4Mkls-N26s6053q8_QV1-WJV7CgQxBVzFFyR1fN4ztW8n4V8y4ttRKLW19B3-t5hJZ0-W5qwkZf2Zf5GZW5wxcb95GTTCGW2nlFxq3W3g6QW3r5g4X4hYBP3W3zkHQg7zQJRGV1hxzw20WC4kVp1GbB70t0LPW38LTQ44hgjqnW2hjlSf4SlX2dW1W2GQ31vb0smN6HP06Kfrj4LW5-TqkD6wzxpCW4pBh5s1XXf-PW44H8py7-jwDGW3vPk8263RXbLW2MsYzy2mSS9jW5k9qNl40Fqf_W3GnCM44-L51lVXkXBN7RZPwt3bln1
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months through April. Compared to a year ago, production of consumer durable goods 
(+2.4 y/y) and nondurable goods (+1.9) production were in the black, while output of capital 
goods (-0.2), energy (-0.5), and intermediate goods (-4.1) were in the red. 
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