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Strategy: Analysts Are Shaving Earnings. Investors spent most of the first six months of 
this year worrying about a recession and selling stocks. They did so even as industry 
analysts raised their earnings estimates. Investors, apparently fearing that the analysts 
might be delusional, slashed the valuation multiples they were willing to pay for analysts’ 
earnings estimates. Now that analysts finally have started to lower their earnings estimates, 
investors seem to have concluded that the economic outlook may not be as bad as they 
feared. So stocks have rebounded sharply since they bottomed on June 16. 
  
Let’s see what analysts have been up to recently: 
  
(1) Earnings. Joe and I shaved our earnings estimates on July 5 (see that day’s Morning 
Briefing). We reduced our S&P 500 operating earnings-per-share forecast for 2022 by $10 
to $215 and for 2023 by $5 to $235 (Fig. 1). Industry analysts also have started shaving 
recently. Their comparable consensus estimates peaked at $229.57 and $251.99 during the 
week of June 16. They lowered them to $227.02 and $246.33 during the July 28 week.  
  
(2) Revenues. S&P 500 revenues-per-share data for 2022 and 2023 consensus estimates 
are available with a one-week lag through the July 21 week. They remain on solid uptrends 
in record-high territory, though both flattened during the latest week (Fig. 2). We expect that 
they will continue to rise, boosted by inflation, as they have been doing for the past year. 
There’s certainly still no sign that analysts are shaving their earnings estimates because 
they see a recession given their upbeat outlook for revenues. 
  

 

Check out the accompanying chart collection. 
 
Executive Summary: Industry analysts finally have begun reining in their high earnings, revenues, 
and profit margin expectations. Their moves suggest that analysts collectively expect inflation to 
moderate but don’t anticipate a recession. … Also: Europe may face a cold, dark winter—literally and 
economically—if Russia doesn’t restore the natural gas flows to Europe that the EU depends on. 
Melissa presents a timeline of Russia’s gas-depriving moves and the responses from government and 
gas futures markets. … And: Soaring energy prices are dampening European consumer and business 
sentiment, boding ill for GDP growth and corporate earnings prospects. The only EMU MSCI sector 
with unscathed earnings growth expectations is Energy. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppw3q905V1-WJV7CgF7xW3Ls6Vb10cHsqW8BwZ6C8DS5t9W967pX63-QDk6VnGqcT2H4fWVW1gWSn32-dhFyW2ThMQQ76sT8FN619n2p_brDpW5VS3VX4-zwKcW3zzvtQ7cKvmGW2n_F-h81zTWbN3p-sY6JXYQ7W912r7D3DZyxJW1vGwHM16bV-FW8qTwlH3wmF2vW6Ff8yy1pYVm4W5fH8Yc2BSCqgN5xQz8fDST8mW224fCw6BdjjMVbfxPx71_smtN2b_VHz8TxZrW2dDB0G4NHPFGW7mrzLd7WjvksW5F24d_8jzH60W2dM2D54X6CKr3fhL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppw3q905V1-WJV7CgF7xW3Ls6Vb10cHsqW8BwZ6C8DS5t9W967pX63-QDk6VnGqcT2H4fWVW1gWSn32-dhFyW2ThMQQ76sT8FN619n2p_brDpW5VS3VX4-zwKcW3zzvtQ7cKvmGW2n_F-h81zTWbN3p-sY6JXYQ7W912r7D3DZyxJW1vGwHM16bV-FW8qTwlH3wmF2vW6Ff8yy1pYVm4W5fH8Yc2BSCqgN5xQz8fDST8mW224fCw6BdjjMVbfxPx71_smtN2b_VHz8TxZrW2dDB0G4NHPFGW7mrzLd7WjvksW5F24d_8jzH60W2dM2D54X6CKr3fhL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgJWWW6LWWzf3X2zQ6W6Kx9Jr6ltvY_W6CVdlT6p6BwbN3xhkv_MqkyvW81BwyZ7kdT3JVSqw0n36K0TmW2R433C14P8p7W2KJ9br2Cbh1bW70fJD17ZRHZ1W4ybcCt2F2_MtW5Y1P4y76jRlJW2Jbh4d8ZsRtSW12jRB75ZbKsPW7g78c_50Zj0gW1rxt9T5Cb6-BW408GqB3s8-G1W8nfp6m1-xD09W8TKfTn1pNmd6W2JG5jw10B9JyW17s6vk3vGQBNW3K0QrP1jWZ4hW2VHhDL8sfRx9359K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgFyCN1ZvZ2gpJF47W2njD7P19zbWXW67cWYX658VscW4vX6J61RHxmDW6M073851L4RvW6byGdJ5m9WS2W8xG0mg6SY7SCW3GbqRC6lcLV_W4csjwZ2WwTdTW4CHJWv3-0LJsW32ZHtc43pntmN95nC06NvSzSV9RfhM19gb7GW32shT061pdPPMlLG4ShSH8cW73KqVz3-SDz8Vlw10h8X90mkW8TJbN297ZyH5W5pbctk8bLsbJW4J89977R4KcXW2P619y7YPZN5W6cXCFT6xwpcj3nmF1
https://www.yardeni.com/pub/cc_20220803.pdf
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(3) Margins. The main reason that analysts have been trimming their earnings estimates is 
that they have lowered their sights for profit margins, which we can tell because we impute 
the profit margins they expect simply by dividing their consensus earnings estimates by 
their consensus revenues estimates (Fig. 3). Nevertheless, their latest profit margin 
estimates, at 12.9% and 13.4% for this year and next year, are higher than our estimates of 
12.3% and 12.5%—suggesting that they may have further shaving of margin and earnings 
estimates to do if our numbers are closer to the mark. 
  
Of course, both their estimates and ours are too optimistic if a severe recession unfolds 
over the rest of this year and/or next year. During the Great Financial Crisis, the aggregate 
profit margin for S&P 500 companies fell into the mid-single digits. During the Great Virus 
Crisis, it fell into the low double digits. 
  
(4) Forward earnings. Our projections for the S&P 500 price index are based on our 
projections for the forward P/E and forward E—i.e., the time-weighted average of the 
analysts’ consensus earnings-per-share estimates for this year and next year. We are 
predicting that forward earnings will be $235 per share at the end of this year. During the 
July 28 week, it was down to $238.16 from a recent record high of $239.84 during the July 7 
week (Fig. 4). 
  
(5) Quarterly earnings estimates. Joe and I also track the weekly series of analysts’ 
consensus estimates for the quarterly earnings of the S&P 500 companies for the current 
year and the coming one. Data through the July 28 week show that their estimate at the 
start of the Q2 earnings season remains close to the mark of around $55 per share for the 
quarter (Fig. 5). 
  
However, since the annual consensus estimates peaked on June 16, analysts have shaved 
their Q3 and Q4 estimates by $3.07 altogether. At the same time, they’ve also been shaving 
their earnings estimates for each of next year’s four quarters by $6.15 altogether (Fig. 6). 
  
(6) Revenues & earnings growth. As noted above, there’s no recession in analysts’ 
consensus expectations for revenues. They’ve actually raised their expectations for 2022 
revenues growth from 7.5% at the start of this year to 12.0% during the July 21 week (Fig. 
7). The revenues boost from higher-than-expected inflation was undoubtedly the reason. 
However, their revenues growth estimate for 2023 is down to 4.2% from 5.3% at the start of 
this year. Apparently, they expect to see a moderation in inflation since we doubt that they 
are collectively anticipating a recession next year. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgY_3W7C-bVm3Mp8BpW94R31P2dS4WDW1smSfj7n_22tW5dRn_l2bwVvQW8jpm0y4dPR5YW44ctSv3DxQJBW48YkHb9lfnc9Tz-z44RgTLsW78QGT13Pc2PdW2tvPQH9htN5-MmgVSzqF4g5W1Sl4hZ9gPZsmW4lTFvb46VV_8W7TV_zq98KW56W3Rk7Gv8PvlQbW9fDvLj2rLjt4W1j9bzM95Bc3FVwYWB94JBjwVW6vrfzb8nN87lW5Vb-xS8nMC6PW2FZt3Y3Lp-S6VY_Zn08_PwzD31vY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgGqxW89CLc415Nkk3W71RK368Ln3MfW2J09Sz79qLq6N6QxcmBHnqTKW5TWDnc7W3rHrVDWjcB4qm1SGN4lbCQq1kq5nW2Rby6V8Kf-vsW5Bzzqd35nLbYW2bmLT07D-qpCW2v-VbT7tvy43VmtRx86hJG72W7qRyD47DZBN9VC9Vtg8FXd8GW3MJ96Y4-yT5jW2DyPY5578jz8W68Mfzg3v2TgTV_r2wr6Bz7BGW5PVl_c6qL_qCW6vLZ3N7ZM0mdW7C8KNT8xNphPVbpqsh47ny--3hbG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgQ-nW41GNzC6F9h-1Vwlw-s14WrP4W6jpFJL29trKGW1SB3qV4-q092VkTVlx699gG8W4PH8Gz1VglkTW30WbZC2gg2R7W55gmBn4WnNKgW1lCNFZ797FR3W84jCKg3Lf8r6W42LtV36wZM5vN5r4B1FN97zzW94D8Wy3kt_zmN15vHVRXBnxBW2T_r7m82dbfqW4V2XlT1fwRV8W4SJsqq4LQw-YVKlQW95ZQCvQW1-ytwG8QbCbQW3ckz3-73J_BvVr4X6b21VPv-VwfHlj72KTx63hXt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpnX9kQw3V7Wycr7CgJJrW786zgw9kY9rnW4nSpYN5Xrm-_W4_9-4J4BvBprW72mmNP1GxDnSW7k969J1JYq7kW3QG2Fb36j7LzW4ssvyC11pHccW5RCRmJ6y_ggbN6ZFSFStT6wQW9350fq1PtlZtN2h0TgZGCcc1N8zStNvN-YSyW4G62Gt3MJFVMVlK--t3L_JS_W4rQPSw6jGXz_W4JNnW256BB7yW5SrqHP4Lkql1W4DnPXP5fRw63W5hR8-57fxSkGW5Z0l_r8j4cr8W5Lr_Vj6k3HW5W55XBxx5fmTNDW3hlSmS7CfMFgW3bqncj56fM90W1WhyBZ7y3730W4Lt9LB1C7_gqN1KLgW0pBVwpW5pG9Mj2WYQJ3W5ynd_38Pm0XKVDSxHj25j0lmW936Pl_8xjQf7VjW-JW3P6_G1W8yBZqs1fQ84-N2lR9dbP31T-W60wWlf5bcbnVW20CXfn5RjkTTW2hlLsV27nrD3W26XpkB2lWTF2MWSkt9Xqn0rW8hlxPB54d0XhW4FBmK719BcRhW16Sj-_3wXX59W36J9jN21Pss-W1z0mF8714yGCW6BJhb72z6vZ1W3bdqlZ3lvJg4W3BXvKK2h2JDdW8VvbZf38dS34M3SgS51vtdTW2Rrb4m1hGfV3W99MQbN6FGt-FVR4YTS1pM3PbW1zHzFC5ZbLKRW70GJrK5SWTK4N40xszDrbwM_W61J_ZL3TsdHLV5VSPm4cpcxVW6JfkHj7QgG4yW3gcCGN7-MC7vM-Vk78zVx4MW4P3kcG8WB30SMr555BJ22sGW8LHmCc7C3h_-W2LKLjh1TsnY7W67jS6g6N9KTgW5MTTzg4gYVBCW8_MZ0k5rPcB6W6QY7YQ3gh4XB373R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgPBcW2vwPVb2RzfYcW81j0y16VL0B_W92nnSj4m9yRbW8GvcRs1nT-2HW2txnyT6XpftfVLjQX06pLvrXW3H3WWW2VhkDPW21-2dr1D8py3W5bSCG93Q6YZtW3NpTh38T_y68W7zq_FD8XbqPnW6J7gkb4F2WclN3hhbnLJvhVNW2zhRR15662HrW7zZj1r3l0jd-W8nz8Bp7J0wWSW90HYQp36hWT5N20cCJp3wLMVW6v9rWZ6Xl2yWW1qX0Vd1khLQwW2x10Gh69T-BwVckBpJ3hm92L35VH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgPBcW2vwPVb2RzfYcW81j0y16VL0B_W92nnSj4m9yRbW8GvcRs1nT-2HW2txnyT6XpftfVLjQX06pLvrXW3H3WWW2VhkDPW21-2dr1D8py3W5bSCG93Q6YZtW3NpTh38T_y68W7zq_FD8XbqPnW6J7gkb4F2WclN3hhbnLJvhVNW2zhRR15662HrW7zZj1r3l0jd-W8nz8Bp7J0wWSW90HYQp36hWT5N20cCJp3wLMVW6v9rWZ6Xl2yWW1qX0Vd1khLQwW2x10Gh69T-BwVckBpJ3hm92L35VH1
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And what are they expecting for earnings growth? During the July 21 week, their earnings 
projections represented growth rates of 10.6% this year and 8.2% next year, which 
compares to their 8.7% and 10.1% projections at the start of this year (Fig. 8). 
  
Europe I: Running Out Of Gas. The European Union’s political leaders are accusing 
Russian President Vladimir Putin of using energy as a weapon of war because he has 
slowed the flow of Russian natural gas to Europe in what appears to be retaliation for the 
EU’s war sanctions on his country. EU nations are preparing to reduce their dependence on 
Russian gas but likely won’t be able to meet their needs this winter if Russia further slows 
gas flows or cuts them off entirely. 
  
The EU’s precarious gas situation could quickly turn into a crisis and a recession. Before 
reductions in deliveries to Europe of about 20% of previous capacity, Russia supplied about 
40% of Europe’s natural gas. 
  
Here’s a timeline of major recent developments related to the flow of natural gas from 
Russia to Europe: 
  
(1) On June 24, Politico reported that Russia’s state-run Gazprom has previously stopped 
or reduced deliveries to 12 EU countries in retaliation for Western sanctions against Russia 
over the invasion of Ukraine. Deliveries were halted to Poland, Bulgaria, the Netherlands, 
Finland, and Denmark. To compensate, the impacted countries are relying on alternative 
sources, including coal and nuclear-powered plants. That was after those Russia-
designated “unfriendly countries” refused to pay for deliveries in rubles instead of the 
contractual euros or dollars. 
  
(2) On July 11, Gazprom closed its critical Nord Stream pipeline gas flow to Europe, 
claiming force majeure for technical maintenance over a 10-day period. As promised, the 
energy major reopened the taps on July 21. Even before the maintenance period began, 
however, Moscow already had reduced the flow of gas through Nord Stream to about 40% 
of its capacity on June 14, the retroactive effective date of the contract clause. But a 
spokesperson for Germany’s economic ministry said the reason for the maintenance was a 
replacement part that was meant to be used only from September onward. 
  
(3) On July 19, Putin said that the Kremlin would keep good on its natural gas commitments 
to Europe, but at the same time warned of putting a squeeze on capacity due to Western 
sanctions. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgLk2W2TnRjG1y5pKJW2m_2Sd7clWX6W4c4cYW8jRXd0W6Qv9ky4k-QX_W8zzBQT7rK8ZgW2NgqDG8VZsy_W8qdrmP44CflyW34jYWs2DzHP-W35YVVL2Bt7YtN7xCDfsy0S8bW8WFlvr1CnWPpN7cqg1slWh0MW5kD0K38xGx1YV-_v1S7Ns6cDW3c71-x6CPWRBW3Nt8WX4mmMtVW7XfZDs6QHMQ9W5_zSZ78GQ-RhW97Mybv4tYr9GW84kXT12SXtCCW92D0wh8yTsgzN8QtkNnhDkv535p-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpq53q90JV1-WJV7CgZb5W7xNYgY489qWZW2QfjxH6VZJppN6TbmvXYGnT6W12zZ-N7S3lX-W58ZmxT2930J8W5jJ0LY8YQ9hfW39SYgw5lpPJyW8ydsWK8bz853W75bdVY4nYmxMW7jB92z7Y1p_gTrwL95Vj7ZtW6HWC5q6YczGvW32Qz9Q3ztwTbW5rNR9G73gfFcN1L3VX5-wvF-N3mb3ZH4H4HNW25-svj9cZX94W246hHN2ZJ_fPW3z64lh4WYpv3N4GjMWv3QP9kW88zBNr87tvm2W3VV8Q513kcWlW8dCYKH1YCGZPW7FVL8B6K0DgMN2scS4VsSRsgW6pdB8x5B1ngKVHsgl972dQ6nW3-g9ts2fnfZ53dmQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpnD5nKvpV3Zsc37CgTj2W7MK1j65cqSmXW3vMbG16dfMCwVY4j0487Vdw7W7hMCM74_56f5W7xj3hX3xz1yNW1sRPRp333gJMW1Pmh_28YKFlrW7xN6YF1WQ7TKW6WRqD_3Dt8y5W8KbrRf55wrVxW3fG41x4CLjBXW2rXS3f4QsStvW880tsn24s57GW7nsjfP4Lph9DW3jNsTx2twbz7W8-M4b83XPMPKW5LRNQS3Xv-gXW2DFv9F1GTDdXN6wzGj0gCzf6W6srJzc5MXXC1W81DMgJ5MyqhBW3WGpcw5QBcvKW51YFFJ28ns8jN16fdLNtZ4gzW7jb7-47NRvXVW2mrkQ59bq4qhW6ShW6C7V235SW39P7vJ2Z96zBW3KtnD74c05STW89TvP66C3xZ-W2Dr8N-3fLqJ0W5v-wHr7DshSlW1rqFB_17NJZ9W52t5XC5k_jvy3dzY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpqp3q90_V1-WJV7CgSRsW4sQd_j8jzhGTW2_F0yr7JQcbKW285JBt3Grk_WW27S3Mx8rnrZFW4vr0sN8RJ8hMW27YCKD7tzJ1sW5V3b9x9kGTM1W5Vt86B7WNRKkW1Jjw076C959JW6rvJrP4NhVpDW7BMxJh1mVCQXW3hXkBh1syKlnVB14M38j5KtNW7W0mSD6gJ7m1VwGXT144bv4vW48g3v_8dlvQ5W1DYvSB1-ywQgW3j14KY3QJQGvW6y0Cdn3mxYd6W8Y6vbb5kN9R8W8SfTJg2rLknJN3v3klh84XPMN3LbkFJGtyS0W8D7Wdg8XpnxdVwqZVT6G-zx7W3ZlS4X7t4RCqW14CDxY5tXH2TW2QFfRZ3HZZrWW3RHXtR2hpvqZW1wyJb75NVDqL34dD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpqp3q90_V1-WJV7CgR4SW15vsZD7ZXzYPW2fQ3rH2pBdG_V6w4cR29VLnrW1YxdQx3y8vKqW63ptzP6sDHcXW4yWpmn7PsnjNW3nqzyL9fjTqGV_-z0R2d6B6pN5L3D1sWpQXlW2Rn_848Mqy9FW15CWDk5hpcv0W3WmWlN8_lFrkW2rRc6R5W-HvfN5Q244452kZYW2r79rH3PH4JkW3WRb0x4L7-hKW1n15dy4nLlX_VjPYCY7z5n8_Vc2Lpz4QKCH0W8XQLP65L07-DW3_YwzK1MJXBlVYG8zy3dPFYBW4fgTpW4Hb8TZW93d3-32kfn3rN3v0NGZWtVh1W5B_-kq4996-JW2Hfl7n1DWY1VW8vjM-598HMS9W2sqdT23V0YypW4xdt_S4-Xmfk3jwl1
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(4) On July 20, the European Commission (EC) released a plan to push governments to 
prepare for a gas shortage this winter. The EC is aiming to get countries to voluntarily 
reduce their gas consumption by 15% by early next year. If countries do not abide by the 
timeline, the EC could force the reductions. Russian gas supplies to Europe in June were 
less than 30% of the average sent to the EU over the previous five years, the Commission 
said. 
  
(5) On July 27, gas flows through the pipeline were further reduced to about 20% of the 
pipeline’s capacity from an already low 40%, again with Gazprom citing maintenance 
issues. Ukraine President Volodymyr Zelenskyy said the move was equivalent to a “gas 
war” with Europe. Germany’s economy minister said the maintenance “excuse” was a 
“farce.” It is unclear whether this will be a temporary supply restriction or Gazprom will 
continue sending only 20% of supplies. 
  
(6) On Monday, European gas futures jumped after Gazprom announced it had stopped 
sending natural gas to Latvia. Gazprom said it did so because of a “violation of the 
conditions for gas withdrawal” with no further details. Latvian officials said Gazprom's move 
would have little effect given that Latvia has already decided to ban Russian gas imports 
starting January 1, 2023. 
  
(7) Bloomberg calculations published Monday showed that Gazprom’s daily deliveries were 
down 22% in July from June. That was the lowest seen since at least 2014 even as daily 
flows to China set multiple records in July. 
  
Europe II: Winter Of Their Discontent? European officials have said that Russia’s 
squeeze on Europe’s gas supply will result in a “clear cut” recession for the region. The 
latest economic indicators are already pointing in that direction. Energy prices are soaring 
and depressing consumer and business sentiment. Here are the latest updates on the 
European economy: 
  
(1) Energy leading CPI inflation to record highs. In July, the Eurozone’s flash CPI inflation 
rate jumped to a record 8.9% y/y (Fig. 9). The flash core rate (excluding food and energy) 
was 4.0%, also the highest on record looking back to 2000. 
  
(2) Energy prices leading. Not surprisingly, energy prices led the way up for the headline 
number with a rate of 39.7% y/y, down only slightly from the record rate of 44.3% during 
March (Fig. 10).  
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppQ3q90pV1-WJV7CgFtgW2N2-W38SN67lW4GxYF98NZRhjW8qxkJ72xCVKQW3x9PBT4xTs2hW77f9FQ1MMdzNW3yYmfW3Z7ljnW1qTSpV7L-gzlW5qVB0C41zmYfVQ9Phg8y5gH3W3QhBL07hVCvXW8fP_4d523ymGW6yBvKl49DzG6W8WhTpm84xwpwW1QYVdM7M3cFWW3cWpQ85_QpD-W6zclWw8fL68gW45ZHQZ3-qVLqW72-QPk9hNp2LW1kvDln7FZ2lvW7r3P4Q7MX5L2W7G7BfP6xn9CJW46h3-21F1nrbVJkXYF8vKnBLW56P8Rg7TJsbCW3906nc13cHwBW42xptB7V-6K023f1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpnXcjm0fV9V4KD7CgSKHW6lPbJV2z7JgmW1Ycg_H1vWmpJW4Q1vgk8sQStnW3v6rfC8sBwmRW1Nk55b5_Q8DKW7RZj8r2_LX5ZW2vcYgJ3-5QxfV6lnTq2l6LhDW4JNyQ789KPBGW5dxyhP1bbY6MW5PRH8Q6dBRm2N3DjqFBfrPJMW5S6SkD5CJ4j7W8sNwMz7trkxWW80lG3m2svy2JV3N7WL92J0v5W4cVbJq7CbcTlW15WJB01NpHN6N4BvzWr9qqyvW1h5Vr512_5zQW5WKNy-1z-P4wW4jp5wz7-ypJgN86CYd34nGmMW6wmxCZ6mbdcmVdr4Kx60bB2rW1zTL_h64wKjfF606wckp8bKW1R5kmv4kQ7WRW82lK5x6jntPrW5GfM532XYhMcW7CWXGQ72vk-2W1yt3z85mF9_lVvd-d36g9Vt8W7Gm9R51xpfy_W62rHMk1ZR4p6W3SngV972MMyVW29kgYy6MKD11W2X5wvH1fCNdGN4N22rb6r2wwW1SbKqS6l9rGfN1BWm4R2ssrtW7kKjkB355GwtW1KD87F4wFQR7W8zBpxs1qXhZHW5GSHYt342TTRW5jdNJC8PzgZ2N251LQ7BJqrvW2twMlx5TxWq8W8_tngs47kDb5W8nY9tV3CdZpDVkt5466_N9kBW73_1427xDmh4N2wYPQc5DZm5W6bNDBj72YT0JVLKlmJ3wXLsGW7mb0mJ4sZ52LW7-cYz35FSKsBW77PWpr4xGldgW67rg4G4BbW5-W5QQFPM14SnYcW20VQ6k13xxrLW8gS57Z1hfjQzW3dk9GG3YJd9MW9lfSQ_4f5TYKW7RF-5t7c8DppW3cCzN54WxfwFVn2CJZ228_VyN3VKqQCmmB9nW72vhWj3L5Q8rW1vlB3056YT18W9bHY_T3kKS5qW6KgFDZ3RDd9hW5jPCHS2NkD6BW5Ftglg8C_pySW4zKWkq91Ff_6W4_TPkP5Ltx6pW2PHGR73NTNwCVzKx868VKbJXN4f5GPxQ_7tbN51BLMjFMDbWW7F0QV342BWVGW2X6dJd5RZcZhV-1_4Q5nphHrW7Z-V2m55PgBV3j6K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpq53q90JV1-WJV7CgHJzW4Zs1H57-CXv5VPDVfk6ZVFzFW270tDB3K51czW4Hh-zL12Wf7FW2gWkQY9hx6X0W5kPBzL5QbhRNN6r1Tk5p5rrHW3lXgPh1B1CF-V-bVln4tbSTYW5RW_9B5d988VVmfM5z2P4wrNW6x2XVp76zf3pW7Pklq56kP8M4W91-fXn7p67dvW7T10gV91-zxWVPcJZ_6jLzTFW772fyB5pnTCpW3cqf1k1vZsvkW3PzFBl6KmrzSW4NkWt61Jfkc0W7dffs84F0jwzVZWfhF8mvt6zW1qh63R5b9FxVVhQSsz8NPQ2WW3T6sSs6M3YWZW2R5pk93X-2RGVSwBn05c3sv0N3w6QztBcDg73nsW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpnk5nKv5V3Zsc37CgBJqW6t1k5R6drPH7W8tnS9s4dmNNWW7nGws479jvTLW59l1S96zQDTFW1gt-Kd8xLV2rW4Zr7v87VXTXnV5X-XG5TwPsyW67bYsR3PdBb9VvjwZ-53l2kbN6Wq8JMYvVLXW2r88tf38hpXPVdqsYX3Y8mn1W1-NQXS97KBM0W2TN6rB1RkHVWVB9rY239y1DhW67-RH_4vV40SW2bLsJJ8qv24qW8z9MD22GrJ03VwDgy_84dkNVW5gZjBh3d92DwW5PwVjc1dghtSW59n43K2bjWN4N6b_nbTRSQK3W8LVmK3255BxDW8BcxKL5SN31dVT86BZ3ZhLZfW7p9l8T1dkGTPW48HG8d2xj45VW6Rq-7Y2nKFXbW2qpCWz6BS2vdW7zjcQn91cx_8W9lxhZ25_fnx731pq1
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(3) European sentiment souring. In July, the European Economic Sentiment Indicators 
(ESIs) for both the EU and Eurozone fell just below 100 for the first time since recovering 
from the pandemic (Fig. 11). So far, Europeans are not nearly as pessimistic about the 
economy as they were during the pandemic. But they could soon be if limited gas this winter 
plunges them into the cold and dark. 
  
The overall ESI is derived from the industrial (weight 40%), service (30%), consumer (20%), 
construction (5%), and retail trade (5%) confidence indicators. Of the components, 
consumer sentiment fell most dramatically in July (Fig. 12). Consumers are most concerned 
over the next 12 months about the general economic situation, while their expectations 
about the job market remain strong (Fig. 13).  
  
(4) Real GDP to weaken. The Eurozone’s ESI does not bode well for real GDP growth, as 
the former tends to be a leading indicator for the latter. During Q2, the Eurozone’s real GDP 
rose 4.0% y/y (Fig. 14). The ESI suggests that GDP growth could weaken significantly 
during the rest of this year and early next year. 
  
(5) European stocks drop. The EMU MSCI index fell 16.2% (in local currency) from its 
record high on November 17 through Monday’s close (Fig. 15). The index is trading at a low 
forward P/E multiple of just below 12.0, down from just over 18.0 in mid-2020 when 
pandemic lockdowns began to lift (Fig. 16).  
  
Forward earnings continued to rise through the July 21 week. Leading the way in earnings 
growth expectations is the EMU MSCI’s Energy sector, which makes sense given that 
Europe is becoming much more dependent on domestic energy firms than it was before the 
war. Forward earnings for most other sectors have either flatlined or edged downward 
through July 21. 
  
The EMU MSCI sectors’ forward profit margins also remain near recent record highs, led by 
the Energy sector with a record-high forward profit margin of 9.7%. That suggests that 
energy firms are having no problems passing the increases from rising costs through to 
their selling prices. That doesn’t appear to be the case for companies in most other sectors, 
however, as their forward profit margins recently have turned downward. (See our EMU 
MSCI Sectors.) 
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppw3q905V1-WJV7CgFRPW30jV3m361nrFW4pvk1h57b4B7VTjJ1m4R60syW4jbCqm2jzMTbW1VmtNQ4SRj_rW727w3w540kjhW5fvWD81vcCh5W3NG7hG4ZpfgnW65QFZy6q4H2KW7WHn016ww93JW3_wwXq5qLtH6W2vyfSZ1mx0bVW2-8y2g2n5jLXW5kX72X1B0x9QW4Tc9k48h1rMNW6WVN0z2n0KsBW375D1G8r10B7VjZv533cmhklW3-fhWy78k9sYW6DHh1Y7VNwsnW2V-QPZ5rclJcVx8S0t3wYNpgN865gSQmHp0-N2HxD6fCqZDT3m5g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppw3q905V1-WJV7CgFRPW30jV3m361nrFW4pvk1h57b4B7VTjJ1m4R60syW4jbCqm2jzMTbW1VmtNQ4SRj_rW727w3w540kjhW5fvWD81vcCh5W3NG7hG4ZpfgnW65QFZy6q4H2KW7WHn016ww93JW3_wwXq5qLtH6W2vyfSZ1mx0bVW2-8y2g2n5jLXW5kX72X1B0x9QW4Tc9k48h1rMNW6WVN0z2n0KsBW375D1G8r10B7VjZv533cmhklW3-fhWy78k9sYW6DHh1Y7VNwsnW2V-QPZ5rclJcVx8S0t3wYNpgN865gSQmHp0-N2HxD6fCqZDT3m5g1
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Calendars 
  
US: Wed: Motor Vehicle Sales; Factory Orders 1.2%; ISM NM-PMI 53.5; MBA Mortgage 
Applications; Crude Oil Inventories & Gasoline Production; OPEC Meeting. Thurs: Trade 
Balance -$80.1b; Initial & Continuous Jobless Claims 259k/1.37m; Natural Gas Storage; 
Mester. (Bloomberg estimates) 
  
Global:  Wed: Eurozone, Germany, & France C-PMIs 49.4/48.0/50.6; Eurozone, Germany, 
France, Italy & Spain NM-PMIs 50.6/49.2/52.1/50.0/52.0; Eurozone PPI 
1.0%m/m/35.7%y/y; Eurozone Retail Sales 0.1%m/m/-1.6%y/y; Germany Trade Balance, 
Exports & Imports €0.2b/0.7%/1.3%; UK C-PMI & NM-PMI 52.8/53.3. Thurs: Germany 
Factory Orders -0.8%; Japan Household Spending 0.2%m/m/15%y/y; Canada Trade 
Balance $4.8b; BOE Interest Rate Decision 1.75%; ECB Economic Bulletin; RBA Monetary 
Policy Statement; Bailey. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index has tumbled 19.0% ytd 
through Monday’s close, well behind the 8.9% decline for the S&P 500 Value index. Since 
its June 16th low, when Growth was in a deep 31.5% bear market from its December 27 
record high, it has surged 16.6% to 20.1% below its record. Value has risen 8.7% since its 
June 17 low to 8.9% below its January 12 record. It had been 16.2% below its record high. 
Growth’s price index relative to Value’s peaked at a record high on November 30. Since 
then, Value’s price index has dropped 1.2% while Growth’s is down 17.1%. Looking at the 
fundamentals, Growth is expected to deliver higher revenue growth (STRG) than Value over 
the next 12 months, but Value is expected to have higher earnings growth (STEG). Growth 
has forecasted STRG of 8.8%, but its STEG is lower at 7.8%. Value has forecasted STRG 
and STEG of 6.3% and 9.4%, respectively. Growth’s forward P/E peaked at a 20-year high 
of 30.4 on January 26, 2021, and tumbled 40% to a 27-month low of 18.4 on June 16. It has 
rebounded 18% since then to 21.7 as of Monday’s close. Over the similar time period, 
Value’s forward P/E fell 24% from 17.6 to a 26-month low of 13.4, and has since risen 9% to 
14.6. Regarding NERI, Growth’s and Value’s turned negative in July for the first time in 27 
months. Growth’s dropped to -2.4% from 1.8% in June and Value’s was down to -2.4% from 
1.0%. Growth’s forward profit margin of 18.5% is down 0.6ppts from its record high of 
19.1% in mid-February and compares to its prior pre-Covid record high of 16.7% during 
September 2018. Value’s has held up better, dropping to 0.3ppt to 11.1% from its record 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgXYvW4lTh4n4bSSRDVM3ZDF58ldW0W7Pk6kj5CQwDgW2Qd5MN3dMr7PVzgRpH71kPvpVrtRbp5XbjYbW7ZXFYy4r_NSwW802yFV51hCVbW1FmDmg96DzB8W69nCl-2mxwPvW5NZySX4v0ctGN1Wkshf9fls0N2g3S_Y5JZ_ZW3zlc6g3BlSgqVLBgW18-8KbbW4M5RH07NkH7jW5Y89Sj2QywQ6N2HwPQ4qFL0RW1Xym2h7jlM5tW12Kgkj1lBNyRW15vHxL4-ZxlkW2R9vVw4C4FmC318V1
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high of 11.4% in December. 

S&P 500 Q2 Earnings Season Monitor (link): With 57% of S&P 500 companies finished 
reporting revenues and earnings for Q2-2021, the revenue and earnings surprises are the 
lowest since the pandemic recovery began. Revenues have beat the consensus forecast by 
1.8%, and earnings have exceeded estimates by 5.4%. At the same point during the Q1 
season, revenues were 2.1% above forecast and earnings had beaten by 6.8%. For the 296 
companies that have reported Q2 earnings through mid-day Tuesday, the aggregate y/y 
revenue and earnings growth rates have slowed from their Q2-2021 to Q1-2022 readings. 
Collectively, the companies have a y/y revenue gain of 14.4% and an earnings gain of 
9.6%. Just 67% of the Q2 reporters so far has reported a positive revenue surprise, and 
77% has beaten earnings forecasts. Markedly fewer companies have reported positive y/y 
earnings growth in Q2 (60%) than positive y/y revenue growth (80%). These figures are 
bound to change as more Q2-2022 results are reported in the coming weeks. While we 
expect y/y growth rates to remain positive in Q2, we think revenue and earnings surprises 
will moderate q/q due to the slowing economy, rising inventories, and higher costs. 

 

US Economic Indicators 
  
JOLTS (link): June job openings fell for the third month since reaching a new record high in 
March (11.86 million), falling 605,000 in June and 1.16 million over the three-month period 
to a nine-month low of 10.70 million. There were 5.91 million unemployed in June, so there 
were 1.8 available jobs for each unemployed person that month. By industry, retail trade (-
343,000), wholesale trade (-82,000), accommodations & food services (-81,000), 
construction (-71,000), and state & local government education (-62,000) recorded the 
largest declines, while health care & social assistance (+79,000) and finance & insurance 
(+31,000) posted the biggest gains. The number of quits fell for the third month, by a total of 
212,000, but remains high at 4.24 million, only 273,000 below November’s record high of 
4.51 million; over the past seven months, quits has remained in a volatile flat trend just 
below its record high. Before the pandemic, quits hovered around 3.5 million. Many 
employers are raising wages and incentives amid a severe labor shortage, which gives 
workers confidence that they can get better pay elsewhere. Meanwhile, hirings sank for the 
fourth month, by a total of 458,000, to 6.37 million, after a 406,000 rebound in February. 
Hirings are up 714,000 since their recent bottom during December 2020.  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnpnXmby0_VkNgLm7CgSp-W6dHgg61JKDjdW1BFMM73bQH8rW4KS2_91s1q40W7b_--42qydSPW84ZJVt4p3ddMMjXJG1qblgZN6pFk8H1s4qNW8WdHzW42g1y8W4nR-hZ9fqySjW8883p95hD8KpW4M579j41VGZMV2RSqN8Lbv7WW5zqTSL4BjcB9V8qRsb52CtHQVGSV6p2vF-MYW2HMKtC3MVPVZW6kH5Rl3r5PBhVN5bDw4CFKdRW7Drl9k20drLyW6V73vX5m2P_5W1-kSVk4306_3W59-3k_8T-5QbW2wkksd6NXD-nW7dQ_-B3w7ZpDW4ZgjTG6_wYkhW8Gv39762XNsZV6sn1X3QsmL9N4C3ffJldb5BW8NlGFv2vvzjMW5M-tGp93MZgxW6BHN3G3tmyTVN40SnTBD8Gr9MCqb1m32vlxW2vb5xn1NCnd9VFcgJh8xBTrGVLLRf-6WVbV5W5VK-Kh38r9BNW8znlgG8VHrMnW2TYGzq592QyQW3X64Yq2SsybDVXJ4-N6m3T9wW2hMpTv6TRgszW8shS814jY81bW4nmYRy3D3Rd5W3w7Mn92PgsNyW6cSDQb14j3Y3W1RTXy58V1RBYW1mV0J91Q3v1rW6qdxpW5jd70gW8NRWDV7fTlHLW48fGhF3VyT4VW8tcBdb2-nD1YW5yxhqk1MPPtDW4Qy8pd7xTxqkW6d4Sc94dB6gdW5R73yb6mSSYMW4j7JXg2YTGbhVNwGBT2ZY2_KVt9M4X4c6WygW6vRkdP24dgJdW1JQJtJ5jZy5NW6s6Dlb7sX7fNW3wHMkC6c-NYkW7Dm-NW78wzF2W52h7xG5Nv2PVW3HhmfJ8HMBn9W3hgBsD97_f7zW88gZ2F285q08W2N0VMS8gLjD7W615RwB91ZPYRW5HNxgr3hGdNcVbgdgw8MG-2wV8mhzl8BHTKQW1ltNKF5LRZKrW1MTLD17d3nxcW98TZ5c6Hh5MTN265bVRBfWdnVgN--Q7zS_zJW7Z_GfR6Yvz1wVjbych81_1KyW1_CqSh6tgxRnMkfSNCq4y0zW65xLqm319T5zW2MPCcD20t0l1W5nVd_48QJH-vW4ClFtV3FRw_4W5V3J6k6bqzxDW1BtZYM6ST9VSW4BFGTn7j25c1W7LyCSc57p0Y9W9kQ6Bt6CGcKCW5yt7G03F8cnGVdFKFx6_tRjRW2khdJN78H-plW5c6SFc2s0S0jW6qVjt49hh_vTW3BfgXC3RF3G7W69-ScV1Qs7xcW3cwGn31p3Z5NVGN-6S5d3kP9DsR6CH_nTlVkXmg78B_NFRW1ygKBW4CSXC9W7kH6Lf92Y8K-W2CFwy795_G3FW41f5rK9l4FjkN5fBHxfbphzpW6mMk0g5F8tXPW6D2D2_1vVG2VW2wgdTK3_H4_kW7Z92G63cdRp9W79l2wR5vkx0GW2dXVnc8th7yPN4XyfgJp-XdPV2k6998XBWkWW7cd_4M4lKzh2W7wMk344FLBwfW3Xbrrr5S9_xWW5Z-bWn1JZShHW9d9yB_105wRFW8s2fy06Q4LpmMG7jFpzL1VJN7jcCf814CGKW5KL3mk2s9dx7W8h2q2K5n-FHxW6q6ZZL2MHFTLW900tP34D94FMW6ZgHT15qxc1KW73crfS3mjlRkW3ZJ_0k6tJhWjN3gZ2LC60jp_W7WX_XY4Cx7rzW7wPyqD35cc6TW8GHxxr2MjK38W4-jxhR5TDtnXW6tgTwf8BQKRhW7j4Y-S9hKWxnW2Fr32N4xtN0lW7gWmrd61vgQwW3llc3x6Xp7r5VD5Qpz6vHx-JVS6WJk7Q_cXVW2KvCf35zShDGVRL6cW6Hjh6HW6_ZVzZ6VBz3HW29-VBy33PT8YVvh_vX3bVMH0W4fL7LS1drmB636vM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVq6Ll1CQWDSW1_SmPT7ZgYr-W2QY3Nh4Nfd04N6hnppc3q8_QV1-WJV7CgLMqV-3RTN1KbMrKV4DPr84p6ZyKW7xFHgF1MyQh-N1FHXRjGt0LTW3fLN7N6gDvGkW8Gq3Qw1gfnmlW3NtBLR5W2ytnW5-YGB36463C1W3xJqwf1BdKtmV7C6gQ6h0VsCW7cx2w-3yDYhXN2CKnnbgjjrcN7rfT9Y89y4zN7Gp8xzVBx1VN1VpD3wg_qmmW85wxFm44BmcrW5xbDPY6sqsSrN60xGtPZscbmW5L6wWQ4kZ5d1W6B8Nz058tcxhW5dwx2C7XFWX3W2mfLgQ4LsDDY3kK21
mailto:requests@yardeni.com
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