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Strategy I: Clash of the Titans. As the Roman emperors once said: “Let the games begin!” 
The latest earnings reporting season is about to begin. The games in the Roman 
Colosseum usually were brutal. The question today is whether investors are about to face a 
brutal earnings season if the actual results turn out to be much worse than industry analysts 
have been predicting. Investors have been fearing such an outcome since the S&P 500 
peaked on January 3 of this year and the Nasdaq peaked on November 19, 2021. 
  
The earnings outlook has been thumbs down as far as investors are concerned, as 
evidenced by the freefalls in the forward P/E multiples of the S&P 500, S&P 400, and S&P 
600 indexes since the start of this year (Fig. 1). Yet industry analysts have kept up the good 
fight, raising their annual revenues and earnings estimates for 2021 and 2022 since the 
start of this year. 
  
As a result, the forward revenues and forward earnings of the S&P 500/400/600 indexes 
have been rising to record highs all year (Fig. 2 and Fig. 3). The forward profit margins (i.e., 
forward earnings divided by forward revenues) hovered at record highs during H1-2022 
(Fig. 4). (FYI: “Forward” earnings and revenues are the time-weighted average of analysts’ 
estimates for the current and next years.) 
  
Let’s have a closer look: 
  
(1) Earnings vs valuation. Here are the percent changes in the forward P/Es and forward 
earnings of the S&P stock indexes on a y/y basis through July 7: S&P 500 (-24.4%, 18.0%), 

 
Check out the accompanying chart collection. 
  
Executive Summary: Ready for the earnings season? Investors have been fearing a recession since 
this year began, as depressed stock valuations attest, while industry analysts have catapulted their 
earnings and revenues estimates to record highs. There’s certainly no recession evident in forward 
revenues or forward earnings. … We think Q2 earnings calls will be full of examples of inflation 
boosting companies’ results and the Fed’s response to inflation not yet depressing them. However, 
the strong dollar and weaker global economic growth will weigh on earnings. Today, we provide a 
sector-specific rundown of issues that we expect to hear a lot about on Q2 earnings calls. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgBNrW5jPhnt5nbwHwW1YJWSt2hdnk_W7fzzY_4xTbcqW4TgwZL6lq_SjW4rnNVL2l0PxjW98pM-k6BlZzjW3Xg-Sy6SR7s9W4NVW__7dKWDtN6KTf5qw0FHJW6zg7QX7szT4vW7dH42J4nGcp1W8Bnx_J8C2nP5W7pSdv18hrFslW5WgvCc3Syz1dW2lhjmD6BlPs9W8F3Xsn3vw3n_W9hsvcb8k2-STW2R0tp07SNdFKW3DhCn02hvYhwW7DZDXj58p3_0W2QLw383H2HVPW3hv98V3vjDpq39fk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgDP1W7QrSDn8KChj7W7mQyp267ShGpW8xvWvv56F17vW90pbM05nbdKFW3z_41N4_SRtSW7473cR92VvsvW8w6flp4c0plnW6MmDtK8z51S7W22yZwX35Sh8tW7X6Z918xRGn-W7g49BF1cDQ0SW88zXY86vLxh-N8mCqTDksdZsW1Cz77Q8fDjJdW1C4cT65Tsh8pW4FbR056Xt-rHW226nKD63YL3mW5ZL10z3VC82yW1DSkB-6dQJ5sW4mhVrb224wdGW57pr_H73vb12N9kzhsKN5qfh31bJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgRl8W3CB_D58-nRj3W4Qy9Dw6zDXfxW3q7frv33QktNW9hFVrb8SbY27N1CJ7CR4kfNLW3RcJpy2MQm1xW2mP7qz4vZmSFW4sD3_G5lqd9-W9ftdKd2XRTpsW5bg83q1rKpTtW41VWrn4ykcq0N6DYFBQ20TxZW3tLB5b10HgrZW5Fvglg5Qszh4W1M8n8n51tzJPW4Fc0rM73-zn7VbhX5v5tvl68W4z50yN1WtJYzW5plv-f357zt4W1JvLqn61FrKBW7pv10j1YX43jW8Pk0hg3GXDdz35ZF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgG_lW5w66R349qsFCW9bVPLY7qwNbWW2B8Gcs7Z9CWpW91Ng4J5YFZSyW2l_fTt71tR8wW1CPT3J1k4jmjW3KbLc49kSwx3W330fWQ6RW1wwW1Y77xL3tq7q-W25NswN6RmvtMW2SR8vD8RjqzRW7PG9sH6jLcPzW7lgCcb8C4GGkW760n6m7z09cVW3cN_6Q4lKywkW6JlkTZ3c_QvMW5vScRC7xckF2W5ngQnZ4h4K1GW6f8Lnl8mwdZVW7V-l0p90NNhtW7738dq79Fp3nW5syGWM8cgZqs2kT1
https://www.yardeni.com/pub/cc_20220712.pdf
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S&P 400 (-34.2, 30.3), and S&P 600 (-34.5, 28.4) (Fig. 5). These comparisons confirm what 
we’ve been saying for the past few months: Investors and industry analysts are from 
different planets, with the former from Mars and the latter from Venus. 
  
(2) Revenues. Here are the current consensus expected growth rates for revenues per 
share this year and next year: S&P 500 (11.5%, 4.6%), S&P 400 (13.3, 3.8), and S&P 600 
(13.4, 3.6). These estimates undoubtedly are boosted by analysts’ expectations that 
inflation will remain elevated this year and moderate next year. Most importantly, analysts 
collectively clearly aren’t expecting a recession either this year or next year, while investors 
have been fretting about the recession scenario all year. 
  
(3) Earnings. Here are the current consensus expected growth rates for operating earnings 
per share this year and next year: S&P 500 (9.9%, 9.3%), S&P 400 (14.3, 6.3), and S&P 
600 (10.8, 11.4). Notwithstanding these upbeat forecasts, during the past couple of weeks, 
analysts’ consensus earnings projections for this year and next year have started to look a 
wee bit toppy. Joe observes that for a second straight week through the July 7 week, none 
of these three indexes had forward earnings at a record high. That hasn’t happened since 
January 2021. 
  
(4) Margins. The forward profit margins of the S&P 500/400/600 at the end of June were 
13.3%, 8.9%, and 7.0%. All three have been fluctuating at record highs since the start of 
this year. Collectively, industry analysts are implying that profit margins have been holding 
up remarkably well under the circumstances. 
  
Strategy II: A Guide to the Games. On their Q2 earnings calls, most company 
managements are likely to report that they are concerned about a recession but aren’t 
seeing it in their businesses so far. We think they’ll say that inflation is boosting their 
revenues and that the Fed’s tighter monetary policies in response to inflation aren’t 
depressing their unit sales so far. That would certainly explain why analysts have been 
raising their estimates for revenues. 
  
Analysts also have been raising their earnings estimates along with their revenues 
estimates, implying that overall profit margins are holding firm and not getting squeezed by 
rapidly rising labor and materials costs or by labor and parts shortages. So it will be 
interesting to see whether that’s actually been the case during Q2. Other key points that 
corporate managements undoubtedly will be discussing are the impacts on revenues, 
earnings, and margins of labor shortages, supply-chain problems, inventory issues, the 
strong dollar, China’s zero Covid policy, and the Ukraine war. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgD3NW9fyjCt5L1SHYW2HgVyG44ZZXNN6PpS9fmkLn0W3kQYB56Xz83cW3qywMy8FcfL8W3lHhyy6GK3BfV_c8_f61HqWTW2pWRcF7Q7YdBW8y8YjG4SBGstW6MwqyD38d4kSMDzBQm71_WJW1P5l-323Xr26VXQt221KH3ljW500mPC6bxbp6W1_5c8l2k_tz6W5rkNfp4TTGTnW2VdK098b3v2zW1yFqj34cjf5gW5lx8LJ4Fhc_WW5ZfHRV6BYlmwW8_8zkY37w7ZXW9jF1cS5Pzch_31G91
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Joe and I expect company managements to say that while labor shortages are weighing on 
their companies’ expansion plans, productivity gains are providing some relief. Furthermore, 
they are likely to report that supply-chain challenges are easing, though that may reflect 
weakening demand in some cases. Unintended inventories may be piling up, especially 
among retailers, requiring price cuts to clear them. 
  
The managements of US multinationals undoubtedly will confirm that the strong dollar is 
weighing on their revenues and earnings from overseas. Geopolitical concerns are 
challenging the globalization of business. China’s pandemic-related lockdowns are 
depressing sales in that important market for many companies. We expect to hear 
increasing concerns that Europe is likely to fall into a severe recession as a result of the 
region’s energy crisis caused by the Ukraine war. 
  
Now let’s consider the outlook for the S&P 500’s major sectors as the Q2 earnings reporting 
games are about to begin: 
  
(1) S&P 500 sectors. Joe reports the following consensus expected y/y growth rates for the 
revenues and earnings of the S&P 500 and its 11 sectors as of the July 8 week (i.e., the 
start of the earnings reporting season): S&P 500 (10.6%, 5.7%), Communication Services 
(3.9, -14.4), Consumer Discretionary (10.9, -5.5), Consumer Staples (5.6, -1.7), Energy 
(59.2, 239.1), Financials (-4.0, -20.8), Health Care (7.0, 1.6), Industrials (12.9, 30.8), 
Information Technology (7.8, 2.5), Materials (15.7, 17.4), Real Estate (15.4, 4.2), and 
Utilities (0.7, -12.2). (See our Earnings Season Monitor tables.) 
  
(2) Consumer Discretionary. As we observed yesterday, solid payroll and wage gains are 
bolstering nominal personal income. However, consumers’ purchasing power continues to 
be eroded by inflation. That’s depressed spending on consumer discretionary goods as 
households are forced to spend more on essentials such as food, fuel, and rent. In addition, 
consumers’ pent-up demand for discretionary goods has been satiated by the post-
lockdown buying binge of 2020 and 2021, and now they are pivoting toward spending more 
on services. 
  
Retailers report their results near the tail end of earnings seasons. Many of them have seen 
their inventories rising relative to sales as consumers have reduced their spending on 
discretionary goods. Here is the inventory-to-sales ratios of various retailers during April and 
a year ago: all retailers (1.18, 1.09), motor vehicle & parts dealers (1.28, 1.22), furniture, 
home furnishings, electronic & appliance stores (1.62, 1.27), building materials, garden 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHJ3q905V1-WJV7CgSPXW7SVhVl8rx4tLV9FqLl2N1mRHVYBx-q5Q0DfSW8br7kl373xWXW5YPk6R7wDhz7W4cZvgn4L41d4W9l9RCC7nP46mW7YLd8M7lqsNWW24-lYG7kFw42W97KZZH7TNq12W6G71kK1scbyjW2g_rhs6DYRVbW3X2_VZ2PF5YRW2qKVz38KBMmhW5c9_1s8MzXm_W1T7MZg2p9tbyW1dwdHj1MbRbxW8y6RHD3YPqC6W7trZPS1N4xRPW1sGCFD7wN53LW2Jwqvc860l6XW7WlDrw3dB96wW3D0qMB25yWVvW5q4sTs5VcHpB26g1
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equipment & supplies (1.87, 1.58), and general merchandise stores (1.58, 1.19) (Fig. 6). 
  
The retailers have been forced to discount their excess inventories to clear them. Industry 
analysts have slashed their earnings expectations for the industry. As a result, the forward 
profit margin of S&P 500 General Merchandise Stores has dropped by more than a 
percentage point in recent weeks to 5.2% at the end of June (Fig. 7). 
  
(3) Energy. May’s value of petroleum shipped by US refineries rose $45.8 billion since its 
April 2020 bottom, to its highest level since August 2014 (Fig. 8). This series is highly 
correlated with the forward earnings of the S&P 500 Energy sector. Despite the recent 
weakness in crude oil prices, industry analysts continue to raise their 2021 and 2022 
revenues and earnings estimates for the sector. That’s partly because crack spreads 
remained very high during June. (See our S&P 500 Industry Briefing: Energy.) 
  
(4) Financials. The big banks will report their earnings this week. JPMorgan Chase and 
Morgan Stanley go first on Thursday, followed by Citigroup and Wells Fargo on Friday. On 
June 1, JPMorgan Chase CEO Jamie Dimon said he is preparing the biggest US bank for 
an economic hurricane on the horizon. Presumably, he is tightening up lending standards 
and boosting loan loss reserves. 
  
If the big banks increase these reserves, that will weigh on their earnings. However, Jackie 
and I monitor the weekly data compiled by the Fed on US commercial banks’ allowances for 
losses, and they’ve continued to decline during Q2 as they did during Q1 (Fig. 9). In 
addition, demand for commercial and industrial loans has increased every week but one 
since mid-February, and the banks have obviously been accommodating it (Fig. 10). 
  
(5) Industrials. The S&P 500 Industrials sector includes lots of multinational corporations 
that are likely to report that a strong dollar has eroded their overseas profits. They may also 
report that the Ukraine war has wiped out their business in Russia, while China’s lockdowns 
have slowed their sales in that country. Both the S&P 500 Agricultural & Farm Machinery 
and Construction & Engineering industries undoubtedly were hit by these developments 
during Q2. 
  
Nevertheless, new orders for construction, farm, and mining machinery have been rising 
during the first five months of this year. New orders for industrial, metalworking, and 
materials handling equipment have remained near their record highs at the beginning of the 
year (Fig. 11). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgR_5N34JdBM1MZqyW84XBnZ1gr4zzVTbhYF38YmjmW6S9TqS32kxzHW7Zjf5x7KTvgXW7yt73Z5Dr6mcW16L_NV1Y4pZcW3pKsKM8K3X1TN79WhnCg-h27N3NQ7ll_F2tsW250zH56ktg--W4fmRnd4DD9RDV-K63G8j6rYqW1h2BDn4FFd-mW50BwSJ2LhxJXW1t8zfR5zB6hDW7wM_BG7PM8yzW2M2pFX2DVR6cW7Lfpgg7z2qqpW62YH8d2RnRy6Vl_Lh17p7G0kW5FqrSp6vw1V034m21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgQhZW6h_czc4Lk9lxN1JcjNwCkqgfW4vmPl34mNFGHW5KlcPY6j2Sp0W31nBFl8x2PZVVGyxV01Txdf5W5MV9PZ2P4pwPW97qWZk6ddnp7W2pDrjC3JzXMXW6Vrk3L6y5B40W1k8TtF32C9TwVvCDVY1vg-GJN56T_l96d9bYW4GwyFC8tj0PVW614-L_2ZbKH-W2WWFt198JDswW7CMmJY54qsPWW38fNRc1yDJrbW13RC_G3k8Bd8W118ZMz5cg0YQW14YX965SrKt3W4TTGdV12JMTs3jnp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgDL2W6TwwCt97WqgjW5wCZ7M5MBVQ8W6NxBx14N-BGCW7-9fsh36hR9xN11TdXM2qQfCW58qWfx1CdV32W3bnNbm4nTmd-W2S-p6Z7xswH-T2Q4h4Vls0YW7V7-6q33j-H2W6nrdTN7ZNhDJW23sTFl84HlTnW8Jk1yd3s3LPlW7_xy5x42zGbpW70j6Wt5klC7BW9bsJpp6nlvzYN2r0lcqv722cW41njHS4M-WxxW5KChXM8Qmk6YW50PwBZ6W-9P6W8qB-0-8zv0DqW83hys26T8QwV3gHD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgWMQW59p0CF5BrsKlW24XZfp7tbf66W1vpwvf5GVnGNW18_0Hs8CBs-dVB-GBp5ZcXWnN2RcQ0wQWxl5W7YLkp42D0j5dW39w3Nj48DWF1W8xZGkQ4Vff4mW5KTXnR5dq--KN21WSdXq-v1NW3HFZd02RT90-W1HnNzf72HKxGW5Px-mX4c3nMpVJrmCJ3sdpbvW3cxk7R5DpCT_W1Fgbt-2mSC1xW58tPMk3mj-zhW5PHs_56FMnR-N35c8BGLKMg0W2FsZtm4dqc_ZW12zVvG25YQlY37TB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgNyrW5XjdHF3j5f13W77bGDl8XZ1LcW6Bwjzw5G_2z_W5g486m5cvq7gW6gxcWv2Ysf-RN7QC8-LtFvFcW865rDJ49hjXbW5vXswc6hgk1jW8yW5425Mn2qXN6rsLy05dcCPW7tLZRm4sxg_sW9jVvb330h94kN3cyTwNxPLZfW4MKjqX5ypTX7W7qst037kXRyCV6JfLD84M_FyW44wdtY4S2FRPN4NgXj5YKf27W8qDgs01NkflZW9b5KSj4-_RWcW8Fh-Ll4Bbdy0W5Zy8lW5Q9qp32qw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgDBSW3hKn1y3y99hjW2Tfjhf15y09nW3hTqHV3jkFZ0W7hCkK-2LvkdyW2JSNyw2wDylLN7Vb7t_DK3j8W42P5Kd7VhyFvV5Q3xj13qpZjW78Jvw518k1dsVMtnv283FxDGW6M-fyB6mrJ02W4gLjZ064H6fpW5NJ6Dc6xRmL1W8xfQfk8SY4q8N9dz9QsJMvcCW5rdTlb6Rrnx2W2kP1YR69MHLbW80vQ6893sZ0NW2-6DjQ8Jnx9CW49fHLZ63sG20W91NGZD885ZLCVPtsnq3J65vJ3m651
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgYJyW8qxDYb3r-ddhW7SNc9L2156VyW2VXC9l3Bywl8W6TgcLs2Bj4PwW5NRMC56X3PSwW39SBTg40wb16Vq2Gky9cnP0lW7j_jjK71b4JDN3BTBLP18VzdN2M40ynVlPsjV16h-k7Dj5k5N6BNx6BrPw_yV1rgBl7j3FQHW5HpSY_1MCzyTW4-1dt87d4VDbW3myslV97rlKhW88B9jR2Z8xXgW3GPb2m1r8K4QW5H0pgm89_gpbW66Wl5c4gF6XHW1zmV-D1MXHNfMkwXDY-JfRc3gTr1


 

5 
 

Transportation corporations are also included in the S&P 500 Industrials sector. Trucking 
continues to enjoy a booming business. The industry’s forward earnings rose to another 
record high at the end of June as its forward profit margin recently rose to a record high of 
11.2%. The trucking companies clearly are passing soaring labor and fuel costs on to their 
customers. (See our S&P 500 Industry Briefing:Trucking.) 
  
(6) Information Technology. The Q2 earnings of the S&P 500 Information Technology sector 
will also be negatively impacted by the strong dollar. The slowdown in China’s economic 
growth rate is another negative. Yet data through May showed worldwide semiconductor 
sales soared to another record high in May (Fig. 12). In the US, industrial production of 
high-tech equipment remained on the solid uptrend that started after the 2020 lockdown 
recession through May of this year (Fig. 13). 
  
Strategy III: No Recession in Forward Revenues. S&P 500 forward revenues per share 
is up 14.5% y/y in current dollars (through the June 30 week) and 5.9% on an inflation-
adjusted basis (through May using the CPI) (Fig. 14 and Fig. 15). Both are at record highs. 
The same can be said for forward earnings. It is up 18.0% y/y in current dollars (through the 
July 7 week) and 10.8% on an inflation-adjusted basis (through May) (Fig. 16 and Fig. 17). 
They’re both at record highs too. 
  
So there’s no recession yet evident in either forward revenues or forward earnings. Their 
growth rates are likely to fall closer to zero but avoid falling into the negative territory 
consistent with past “official” recessions. That’s if our base-case economic outlook plays out 
with an “unofficial” mild recession scenario, as we discussed yesterday. That would be 
consistent with similar mid-cycle slowdowns like the ones during the mid-1980s and mid-
2010s. 

 

Calendars 
  
US: Tues: NFIB Small Business Optimism; API Weekly Crude Oil Inventories; OPEC 
Monthly Report; EIA Short-Term Energy Outlook; WASDE Report. Wed: Headline & Core 
CPI 1.1%m/m/8.8%y/y & 0.6%m/m/5.7%y/y; Federal Budget; MBA Mortgage Applications; 
Crude Oil Inventories & Import; Gasoline Production; Beige Book; IEA Monthly Report. 
(Bloomberg estimates) 
  
Global: Tues: Eurozone ZEW Economic Sentiment; Germany ZEW Economic Sentiment -

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgZH0W2t8NtF7xnsw2W6HK8q22xHVvHW1gRmLT6vFl5yVF0Rtx7mDtgtN6d1MVC_KfmSW83svZK7RptT-W3x-VrQ3JTyhHW5-CdwP3vRfT6W5y0rtc6Qvl36W2yjfZd3cFzPZW94YgBv6czsb2W5F3ZCK5cJRN8W17Jn__4N4gL4W82nr6P4mkRJsW5_DzTP6HLyh6N43trN7735XqW6H18-446yMbYW4rrypt5X1f5LW78NqHq3xXJ4vN8J83tpK6q7HW173C8q4JrnLSW2RfSZg8J9-SC34dk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgCvcN1Zw00ZxhWKhW3HdQ8h2QXtR6W91fS8m4v_wwBW7BfX1L8rfv3MW3KSWR_4fphngW8SvQW58fBg8YW5gF0Bd23dWGDN2n3H4C1-VWGW3C1DpX6sqtbgW21tNtz5Q24wYW6NSyhy4DGrzNW5WgWkd50mls6W528gsb3Gh4GXW5dCLYY7zNwBqW5xTXBf6J4gW0N7csDg32q2PjW1J-tmF6Ysn8LW409lLF6h_JlJW566ZJC6j64_vN7CVQzr7k1cxW1_ln8Q46dhmvW3jpPp13xJtBy38jF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgRJ4W7DNM964S7bpWN6BZ09qLLTJxW3LM9hR4HY-XNVwKQ107BrFz7W7w6Kmt6FH2X0W2vGj6k2NmWtjW1PgyJq3RHH1RW78Z3WV7pXJsRW6wQ0tW8LcBGPW9m5GfW5r0WNgW2xGD7K1FGJDvW3rPcv-564SqhW9cN8lF1D9YKJW4WJY8T3WcwczW3mPdCk2mT0RYW7s4yzh1qflS7W8GDZyT4pGg9sMrZkPC65m3YW1-xgNm5PHNpTW5xSZ0w897l7wW5MJHVj4tB-h0W5M6nd98jhnNX3mBs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgV5HW8_tNBw2d8cSpW2lbcnk20YZ0lW7CTBmY2DFzk1W12rYFW5fH2vJW4mhC5K7mj_0xW6zCCt31HnR7lW5nCrQC521MyFW2Bdzt4156SbgW7hNf9t6SgZR8W613w_r79X0WCW1PSkk_83hWRtW41t_3j1CHGBLW8r_QYP95wsDLW93VRsN3DqFx1W7rhYxm3jGMybW40K3SD90g4HKW6fTdJg2tWc9_W5FCGwk8PrGtxW65nH0F2r2GyQW2D3glM310mKJW8C1brp5Rxj-lW7R2vKK9ln0Js379K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgMFpW2Z1Wyk43Sx7dW6LLDdV6zspkDN2X5f38WTYknW4bQtfT8b-h2lW4WmhBJ6Z80d7W3xn6sW44q3wzW7RQrHn1z153dW43gXGc5Z3jJvW9dsQqJ22jdD-W1fftNM5Dl1cnW7rNKjc80xX-kW8Zs3f92WvYTLW7mNLvg2Qt-DgW7WrKfX6L-vC3W5hMjNk3SJC25W5p42Vf3_1sBQW3H9ffW1sc50qW4DB7HN1bDy2PW73r9rm3bFWv-W32M2QY5pCYYXW73vfLC4LSBM2N60ws_VfJJSB37_61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgMLyW20fSxd2b6sMkW5kpRc_7fH9fPW4SBKRl6G8dsfW5FPcS_5M5nLdW3QgWvX5qX7YNW93GNJk2m7cY8W3ZQQvT6QKn1LW37jYcd2TbW86VYvCl05l7sm-W9ccyk458zDN-W7BqGFG53WmYKW5WlS972m1Zm-W1ccqSW7GnSC4W748c3n59jYD7W56H02w2wW_YXW7K3_578QTddPW7THJbK8BvZ7cW8zdg_-5ZJ8DMW6H8JBW6-5RJbW3xnF466QSL-qW7_-yzc3W7vQbV51zX61mWmf-3kWd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgS4sW29jjjV8KcLfTMWPqr_3Zz2bW82Mxbt6m8NF5N5T-4p3ZG7dpW3Wmbk27vwN2PW52tr8w5dtL8JW1lnVDJ15WRmLW6nCySf1_l8jBW2GlFq-1xPYRMW3PPB-J5JqvZMW8DBvD_6wT6K9W7rmd-m7-0W9FW44d8Jj13YsXbW9gHQwX189S-pVfDvzT7cknMJW3tBrCb3ck5QhW3C6mHj4Ys69DW1Ftkdm7LPDngW4NRB_P5r3SqFVhgL-H1dVzNKW8tYsRD6_RZqjW67Ynms65MVmB348W1
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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. 
Wed: Eurozone Industrial Production 0.3%m/m/0.3%y/y; Germany CPI 0.1%m/m/7.6%y/y; 
France CPI 6.5% y/y; Spain CPI 10.2% y/y; UK GDP 0.0%3m/3m/2.7%y/y; UK Industrial & 
Manufacturing Production 0.2%m/m/-0.5%y/y & 0.1%m/m/0.3%y/y; UK NIESR Tracker; UK 
Trade Balance -22.5b; Australia Employment Change 25k; Australia Unemployment & 
Participation Rates BOC Interest Rate Decision 2.25%; BOC Monetary Policy Report. 
(Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): For a second straight week, none of these 
three indexes had forward earnings at a record high. That hasn’t happened since January 
2021. SmallCap was the only one of these three indexes to have forward earnings fall last 
week. LargeCap’s has fallen in three of the past 10 weeks and remains less than 0.1% 
below its record high at the end of June. MidCap’s rose for the first time in four weeks, but 
remains 0.5% below its record high in early June. MidCap’s recent three-week decline was 
its first since May 2020. SmallCap’s fell 1.6% w/w, and is down 2.6% from its record high in 
mid-June. In what was an extraordinary V-shaped recovery, LargeCap’s forward earnings 
has risen during 104 of the past 111 weeks, with the other down weeks due to Tesla’s 
addition to the index in December 2020, Amazon’s earnings misses for Q1-2022 and Q2-
2021, Walmart’s Q1-2022 miss, and index changes last September and December. 
MidCap’s forward earnings is up in 103 of the past 109 weeks, and SmallCap’s posted 99 
gains in the past 110 weeks. SmallCap had been steadily making new highs each week 
until mid-December. Forward earnings for these indexes had been on an uptrend from 
November 2019 until February 2020, before tumbling to a bottom by June 2020 due to the 
Covid-19 economic shutdown. LargeCap’s forward earnings has risen 70.1% from its lowest 
level since August 2017; MidCap’s is now up 140.2% from its lowest level since May 2015; 
and SmallCap’s has soared 196.6% from its lowest point since August 2013. In the latest 
week, the rate of change in LargeCap’s forward earnings fell to a 15-month low of 18.0% y/y 
from 18.4%; that’s down from a record-high 42.2% at the end of July 2021 and up from -
19.3% in May 2020, which was the lowest since October 2009. The yearly rate of change in 
MidCap’s forward earnings was steady w/w at a 15-month low of 30.3% y/y. That’s down 
from a record high of 78.8% at the end of May and compares to a record low of -32.7% in 
May 2020. SmallCap’s rate fell to a 15-month low of 28.4% y/y from 31.5%. It’s down from a 
record high of 124.2% in June 2021 and up from a record low of -41.5% in June 2020. 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgSy2VZ3YR43Brb78W3rnL_x2kg77pW2pR4PB4h6-6RW4rQ0Vk4h_n6wW5RF_bt3b98qnW749ms84kdbrMW6jVtjK2MX98QW1M-hdn14bWMNW5RYrCG84cRDwW81bDFh6L9FpdW3D3Pj27wvzycW2rS-285b3kdwW88vDmR74jJTCW7QYFl73h54XPW4xhqzK8hY-HpW6Qpm_y53fbjHN1F2YXx1X4bMW4dy7-P3HX-FnW3XY1P13zNxv3W3v36k31hfD8TW1MhwWS6qlPVNW34P1NQ72SqDn352Q1
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Companies have been beating consensus estimates quite handily since the Q2-2020 
earnings season, causing analysts’ consensus earnings forecasts for 2021 to 2023 to 
improve instead of decline as is typical, but their forecasts are likely to head lower now. 
Here are the latest consensus earnings growth rates for 2022 and 2023: LargeCap (9.9%, 
9.3%), MidCap (14.3, 6.3), and SmallCap (10.8, 11.4).  

S&P 500/400/600 Valuation (link): Valuations rose for these three indexes last week. 
LargeCap’s forward P/E gained 0.3pts to 16.3 from 16.0 a week earlier, and is up from a 26-
month low of 15.3 several weeks before that. It’s down from a six-month high of 21.5 in 
early November. LargeCap’s forward P/E also compares to a 19-year high of 22.7 in 
January 2021 and is up from 13.3 in March 2020, which was the lowest since March 2013. 
MidCap’s rose 0.1pt to 11.7 from 11.6, and is up from a 27-month low of 11.1 in mid-June. 
That’s down from a 13-week high of 17.1 in early November. It had been at a record high of 
22.9 in June 2020 and an 11-year low of 10.7 in March 2020. SmallCap’s picked up 0.3pts 
to 11.5 from 11.2 a week earlier. Its 10.7 reading several weeks before that was the lowest 
since it bottomed at a record low of 10.2 in November 2009 during the Great Financial 
Crisis. That compares with a 13-week high of 16.1 in early November and record high of 
26.7 in early June 2020 when forward earnings was depressed. LargeCap’s forward P/E in 
February 2020—before Covid-19 decimated forward earnings—was 18.9, the highest level 
since June 2002. Of course, that high was still well below the tech-bubble record high of 
25.7 in July 1999. Last week’s level compares to the post-Lehman-meltdown P/E of 9.3 in 
October 2008. MidCap’s P/E was below LargeCap’s P/E yet again last week, as it has been 
for most of the time since August 2018. In contrast, it was last solidly above LargeCap’s 
from April 2009 to August 2017; MidCap’s current 28% discount to LargeCap is near its 
biggest since September 2000. SmallCap’s P/E was below LargeCap’s for a 99th straight 
week. That’s the longest stretch at a discount since 1999-2002; SmallCap’s current 29% 
reading is near its biggest discount since February 2001. SmallCap’s P/E had been mostly 
above LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it was at a 
discount for a 56th straight week; the current 2% discount is up from a 9% discount in 
December but remains near its lows during 2000-01. 

S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022. In the 
latest week, the Q2-2022 earnings-per-share forecast rose 16 cents w/w to $55.51, and is 
now down 0.7% from its $55.92 forecast at the start of the quarter. Analysts expect S&P 
500 earnings growth to weaken substantially to 5.2% y/y on a frozen actual basis and 5.7% 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHp3q8_QV1-WJV7CgVtxN6bCW149vYNlW7JNH9N53my8BW7fwPSd1lRgSyVCKZps2V80SXW8BtM__34wqkgW4Xzv5v66xHBwVBqSK15YxxvDN5dwVdq-Y7kgN2hVnmZnTGG-W64rCHw8S10k-W8dnxtG3spB5fW1s5fF_7Zk3x5W4TGhYY9kQ2LmN4FFzdH94DGMF42VCYy6tJ4W6vZgtR6qqMYfW3tv6TB7kjcVzW871byz89K5PYW2smtDB7_-tmmW50dPrr36d0DlW77ZhnL6dXqZXW7DTchJ2Lnynw31Kp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDcFQ2bBFqlVTqD2B3cXZTYW8fXtNV4Mn20ZN9h9bHJ3q905V1-WJV7CgFz_W7xXXrC38Ppr2W1CpQZg47hC69N8y2xNYK249YW8vJGqP5NhlYXW1CWYks2MqfYFW4TnX5Z8fBTqgV-cX745VLDlrW5RGXXR5mTfszN7bPt_dwTbbDW2Xgq2P4BPmy8M54Dl8F4WgqW6YzPk_4ZYqFYW8D3gtl2MlLhlW8wD19X35426mV965Q83kp7lSW3DwlVJ5mPJ7xW8fxjmY3KQ-wGW8XVzcl97xKZtN40zNJMKTpHTW2m4KWz3gf0PPW3rVv2_1bTgLZN6Q778dXPhbrW7t0fNG4btcmyW1-WVz72V429x35631
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on a pro forma basis. That’s down from Q1-2022’s 11.6% y/y on a frozen actual basis and 
an 11.4% y/y gain on a pro forma basis. Double-digit growth is expected for just three 
sectors in Q2-2022, and five are expected to record a y/y decline. That compares to Q1-
2022’s count of seven sectors with double-digit growth, one with a single-digit gain, and 
three with a y/y decline. Here are the S&P 500 sectors’ latest earnings growth rates for Q2-
2022 versus their Q1-2022 growth rates: Energy (239.1% in Q2-2022 versus 269.5% in Q1-
2022), Industrials (30.8, 40.5), Materials (17.4, 46.3), S&P 500 (5.7, 11.4), Real Estate (4.2, 
25.5), Health Care (1.6, 18.3), Information Technology (2.5, 14.6), Consumer Staples (-1.7, 
7.9), Consumer Discretionary (-5.5, -27.9), Utilities (-12.2, 24.6), Communication Services (-
14.4, -2.8), and Financials (-20.8, -17.1). 
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