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Global Economy I: Our TINAC Thesis & Stay Home Strategy. Our basic premise about 
the outlook for the global economy through the end of 2023 is that a recession is more likely 
to occur in Europe and China than in the US. Of course, a global recession that starts 
abroad could push the US economy into a recession if it is already vulnerable to one. On 
the other hand, global investors might conclude that the US is the only major safe harbor 
from storms blowing around the world. If so, then their capital inflows could help to insulate 
the US economy from a global recession. 
  
Granted, that would be an unusual development since economic booms and busts around 
the world tend to be synchronized ones. However, the US could buck a global recessionary 
cycle if enough global investors embrace our “TINAC” thesis—i.e., “there is no alternative 
country.” Melissa, Jackie, and I believe that TINAC has already been in play so far this year 
given the strength of the dollar and solid net capital inflows. If TINAC continues to insulate 
the US from the troubles of the rest of the world, then our “Stay Home” investment strategy 
should continue to outperform the “Go Global” alternative, as it has since 2009. 
  
Consider the following big picture: 
  
(1) Leading and coincident indicators. This morning, the OECD will release its July leading 
indicators for its 36 member countries, which tend to have developed economies, along with 
a few for the big emerging market economies (EMEs) that aren’t OECD members. The 
series starts in mid-1961. 
  

 

Check out the accompanying chart collection. 
 
Executive Summary: Zooming out to assess big-picture data for major global economies, we 
conclude that Germany and China look most vulnerable to a recession next year. The US wouldn’t be 
immune to a global recession, but certain factors help insulate it. These include heavy capital inflows 
resulting from foreign investors’—correct—perception that US financial markets offer the safest harbor 
there is. Overweighting the US in global portfolios remains prudent. … Also: Germany’s economy 
faces duress this winter as heating the country becomes a challenge, and China’s economy is 
suffering at the hands of homegrown problems related to housing, lockdowns, and demographics. 

https://www.yardeni.com/pub/cc_20220809.pdf
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June data show that the overall index fell from a recent peak of 101.0 in July 2021 to 99.5, 
the lowest reading since December 2020 (Fig. 1). Dominating the index are the US (99.4), 
Europe (99.3), and Japan (100.6) (Fig. 2). Generally, the business cycles of these major 
economies tend to be synchronized, but there have been times when one of the three major 
economies outperformed or underperformed the other two. 
  
Similar synchronization can be seen among the major and minor European economies (Fig. 
3 and Fig. 4). They all have been rolling over during the first six months of this year, with 
OECD leading indicator index readings either close to 100 or slightly below it. Both Australia 
(98.3) and Canada (99.6) are also rolling over (Fig. 5). And the same can be said of the 
BICs: Brazil (98.1), India (100.1), and China (98.3) (Fig. 6). (The BICs are not members of 
the OECD.) 
  
The bottom line of the OECD data is that the global economy has been weakening during 
the first six months of this year but hasn’t fallen into a recession so far. Neither the US nor 
any other major OECD economy stands out from the pack as a leader or a laggard. 
  
(2) Global PMIs. We have access to the JP Morgan global purchasing managers indexes 
(PMIs) since January 2018 through July of this year (Fig. 7 and Fig. 8). Not surprisingly, the 
global composite PMI is highly correlated with the OECD’s leading indicator. This global C-
PMI has been falling in a sawtooth pattern from a high of 58.5 during May 2021 to 50.8 
during July, the lowest since June 2020. So it too is signaling a global slowdown rather than 
a recession. 
  
The global manufacturing PMI fell to 51.1 in July from 54.3 at the start of the year. The 
global nonmanufacturing PMI fell to 51.1 in July from 54.7 at the start of this year. All of 
these readings are consistent with a global slowdown. They might be pointing toward a 
recession, though certainly not definitively. 
  
(3) Commodity prices. The same can be said about industrial commodity prices, especially 
the price of copper. Since the start of the year through Friday of last week, the CRB raw 
industrials spot price index is down 6%, while the nearby futures price of copper is down 
20% (Fig. 9). Copper is especially sensitive to housing and auto sales. The world economy 
may not be in a recession, but housing activity almost certainly is in a recession around the 
world. Auto sales have been depressed by a shortage of auto inventories because supply-
chain disruptions have disrupted auto production. 
  
Interestingly, the CRB raw industrials spot price index tends to track the Emerging Markets 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgFwzW3xgqxP3388tjW3f8JsF4931T-W79T17x8kLbbtW6bMbzd4w0VFJW9237Yg1-RTzWW1P_9qg8Qf1lZW6TdZ_P51KcdkW26pqdX71-nxdW2qWD-F8y5tCcW80f4HV2Zqs_WN7p9cNP_NzKpW6ckj6D8W-mThW9hB_rB75ZB2rVQQvdM5Hz2FLN4NR1J-DRmlHN5NY_Nnt2gfxVYrV0J8NPck3W88DMxc45dbBDW1Xs1cH80_mLqW7ltTRl7vSWQrW3GWF62256RB7W3y52NH7R3qCk36y11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgLdtW4F9bv93Vm8F9W2X9hQW2kZmbLW1q9j_K9hc-whW2wsRBW35Y45jV2mQst3N5FB_W94Q4qg7kPk_yW2n59KN41lz6RW1z09yk408drLN5BBRHRZZ9sRN32wLdqQLXGrW3vfXDq8Bbm-NW1z6Qbj3Jtsm6W8MxZTK6sVZrhN96yVp8WCntnW8SBLc_4TxBQdW91kRnH3gr0BHW7zcLM47SHkNvW6X5G5h4WyhvQW6kPqPK7rR4HjW4vWk-86kSpgCN4gtY8NykgHsW95WfN77hMHKc3bxs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgZ_4W6t0xbz220gtdW7X6xpZ22lnYyW6X9VY92WSyJYW8VL1l61lB0gWN2rrPck5D62hW6bNNx-8p8mD_W6J3_VB3_vk6-W8V4hrc11Z5TdW3Svf5g7crYy3W4zVMNK7M3JXGW2mRWsW8Q00dlW281QWt4SkGBxW6q2gdM2flwV3W3QH1Mg4PtC9lW6-DjDv19w5JkW54FrM61MV-PmW5b4twj86dlPPW32wWCP7v8TGQW5ymj2b2QrjLcW2ng5Tf6ztkcbW2DzNtn8d1vyRW2F4WYk73VnTQ35V91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgZ_4W6t0xbz220gtdW7X6xpZ22lnYyW6X9VY92WSyJYW8VL1l61lB0gWN2rrPck5D62hW6bNNx-8p8mD_W6J3_VB3_vk6-W8V4hrc11Z5TdW3Svf5g7crYy3W4zVMNK7M3JXGW2mRWsW8Q00dlW281QWt4SkGBxW6q2gdM2flwV3W3QH1Mg4PtC9lW6-DjDv19w5JkW54FrM61MV-PmW5b4twj86dlPPW32wWCP7v8TGQW5ymj2b2QrjLcW2ng5Tf6ztkcbW2DzNtn8d1vyRW2F4WYk73VnTQ35V91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgYKSW7ddHwx5npZ50W7sNp5w4KNJLQW2J2lDT6gWy27W7_bvKZ1CvndtN5lzQS11HnMGW4m57Zc8xLdT8W79NZqQ4hp-WFW7GsKfb3sjw7WVg7Nbd7-Mh28W8jn-PL8c8qTKW6hZb185sjNSTW7My4Mm3hydQ6W5hFH5D4x35-RW5wZGpl7F9-wMW1FRFff6pBC44W8fkWN16qWvFjW2-BdXM1Zt7J_W87TzBM4BZmJtW4dJVT45WvD3QW50NRC26FCv1GW18TMFh6n9tvsVmVrmx6fKRVw3mXb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7Cg-RyW6V02qB1XQrb1W5JYlll1x-TG6N6962pxDVk10N35R44LxlXzSVbZYRh4Rf9H9W7xKl8N9fy-RDW1yrH7z6JXxfRW8Jq-KC9b3WkJMqtq9RbnYGKW7rCmYF6PC3S6W1Gqkfx8ymNLvW4kn3_66fdd3hW6JXYRS85BM80W6ngvMV5jHyqTW11Fw3V2JQM3kW2bX-8D3Mc6gSW8yx-Ss1QVxd9W7v843v1h0DL3VNjVd75yXLTkW3wb6cP4hvgYgW696YWH4v23LsW3dpNS23nhK2n3fCZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgHXXW2FnWt37MDybTW5S4WQw3mm4xKW6pTqrZ6NJgRmW7dCc8M2gRg0mW1BBvj66nln3QW59Rj4S7dyc0nW7nwdXQ5j9F84W3mg7Nb89584BW1hQ0rT3mCmJ0W27DZnM87lZDxW4tgPmz55L4NPW5c4_fY3w3bMrN7yLNktTtqCyW8M99hc60QdBRW6GD9Dk7WHGWLW6Qw8hb5J1QH4W5tWs0H8rjkF9W36kK8F7sDBJKVZp6JT17J0HlW2P8F_Z8hY_JTVKJyZs1h8ZjbW2gZT3y1_JX4N3jKw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgJ_RN8qhD76hXGLFW3HzDW-6ZY6R1W8WBR705p5tMlW7wMfgK7LtVnPW3Fq7tt2tXkZkW8z_3tJ39zDnkW7VLzvq3hJBMDW3rWklD7ZmgMSVcjLr21-ChX5W6W0Kt07Js1LfW3xMlLT13xZjFW4byVbC8tM8YxT39ks3P67_gW5BwSyC1d-G6jW2B7rfF3DPJL4W2GSlGr3yDxY1W7K518F26vt42W8-d6c64frd_jW3CHDKm4GQZMPW6H7rZY7fPnm5W3y5pnM95SRxGW8Tl-pV67K-9l3kJ61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgGvqW1fzzGY1tHcV8VjcXbr9hbYZHVpV26r7HC_6PW1yrVM98K50sGW3yNKHx4kqLp0W5mYWdq4QhQFfW89gMxC5Kn62dW5vD0g15VZtfDW5hVDDQ25N02mW43pYV91kKVNGW295Q-X6D0_6sVTf6zd5-TpzrW7_bkS-6ZJ2dsW7V3C_D4G0Y7RW5XHkdt1DYR0tW4z4hzp6xDFqnW7XYdLB8k-5L_W4ltNy97V1yB_W72r12M4fHQGPN6mx59-Db_GSW102YHJ57ykchW6F56Dw463l9632YS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgNgJW8dlKHk3j7X1PW4RMHPg9bYNYcW6mJ2Nt7_C3jNW77r_7363nngpMtlVylbVNGbW608vM_19H_n4W88m-zt4NHx2cW2d0PJY3Szy9MW2jPrDv1zM2RYW7KgkZx7j0Y5-W6z_c452xy44nN643mRtvWqVhW5lLmr_8C-WXzW5w95Hv3ZpmzcW7_ZhWW4hpny6W3PmRKr40qHHYW4_76-B7pn1HnVX5S-S4fqcnhW7SkpFl4pGc9CW30VGX-6FzVGcW60cXSs3Jtk6yW87MFzK2t6NNs3fjG1
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MSCI stock price index (in dollars) very closely (Fig. 10). The latter is down 19% since the 
start of this year through Friday. This relationship suggests that most emerging markets 
haven’t emerged from their dependence on producing and exporting commodities. 
  
(4) World production and exports. The CPB Netherlands Bureau for Economic Policy 
compiles monthly indexes of world industrial production and world volume of exports. Both 
are available from January 1991 through May of this year. The production index peaked at a 
record high in February of this year (Fig. 11). It is down 2.9% since then through May. The 
volume of exports reached a new record high in May. 
  
(5) Capital flows. Previously, we observed that US private net capital inflows from overseas 
totaled a near-recent record high of $1.6 trillion over the 12 months through May, while 
official net capital flows were -$226 billion (Fig. 12). On balance over this period, private 
foreigners purchased $797 billion in US bonds, $331 billion in US bank liabilities, and $73 
billion in US Treasury bills. They sold $162 billion of US equities. (See our Treasury 
International Capital System.) 
  
This certainly helps to explain the strength of the US dollar index (ticker symbol DXY), 
which is up 18% since May of last year. 
  
(6) Staying home. From a valuation perspective, the All Country World (ACW) ex-US MSCI 
was selling at a 32% discount relative to the US MSCI at the end of July (Fig. 13 and Fig. 
14). From 2002 through 2015, the normal discount was 15% on average. The former tends 
to trade more like the S&P 500 Value index and is currently at a valuation discount of 20% 
to it rather than the normal discount of 0%-10% (Fig. 15 and Fig. 16). 
  
From a fundamental perspective, both the forward revenues and forward earnings of the US 
MSCI have been significantly outperforming the comparable stats for the MSCIs of the 
Emerging Markets, EMU, and the UK (Fig. 17 and Fig. 18). The ratio of the US MSCI’s 
forward earnings to the ACW ex-US MSCI’s forward earnings has nearly doubled since 
early 2000 from 3.5 to 6.6 currently (Fig. 19). This certainly explains why the comparable 
ratios of the two stock price indexes (in both local currencies and in US dollars) remain on 
their strong uptrends that started in 2009 (Fig. 20). In other words, Stay Home continues to 
outperform Go Global. We recommend continuing to overweight the US in global portfolios. 
  
Global Economy II: Europe In General, Germany In Particular. Real GDP in the 
Eurozone rose 2.0% (saar) during Q1 and 2.8% during Q2. At the same time, real GDP fell 
1.6% and 0.9% in the US. The difference has mostly been attributed to the fact that the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgD8xW6b6P8g1PdhnSW2BTdxM6gssDrW7HchCg8bb8CwW50Ptdf3jDxb6W545tlB9gS2_vW17cKP74sVmK1W8PHt6j6NM-DHW8ty5wj5L9ZlmW7FCbDT5BLtXKW1y_DKl7JdW91W34cXRp6837GcVzNl_N9c_NqfW34C4Z_5yQbsMW6wtQvG7-Z3YKW3H6_zx12cL24W6HfKbD2CZZ2gW7nnXKR8xD9FkW1xr3_c3FQKMnW6-RPZD5_rRCtW2NyBn35gYrRgW2dVSl68HNBF7W38-33s1KkKpM2Lh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgHQhW3vQyJ12dl-Y2W8DnLH84VDB_YW89X_7m59k07sW2fZbHt2ym3t4MXfYkTwMqJrW6Z_05w8Ggl2VW7972_y3p6CcfW1BLdGy6TC66KW47ksjq43xtchW88K7Pq13bhqrW506XYp4Mfh8YW3F3wpj7zJRVhW5smQjR3JXFxtW84SdRJ55YWyCW7DzXwd2W3sktW1m0Tf07z2-PCW7yYgGk7FZRM3MKQ9_g8zhHMN2kn9hvb7_R6W4vS9Cj2dsX0nVdm_4S79fbTnW2Hqb5P7wN5nX3kzX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgRsWW1Hr2qt13fkXXW3p3ST25l8P7gW1GFdYS8N8wcYW27TZvv5BhzR-W8XYwps3hxqVRW73ClwD1x3DJ6W1NLFzF2c06KZW84RXzS4qMlLfW6DFdqz5XZ7D4W34P1vv4d9PwNW1rskf85bTXx8W3v0xJQ8-B7ppVqv6PP3FvwN1W4jP_-P1bfMRBN1jBd7r5YW_gW3pc92r404K10W1hccv_9cJwy0W78v-tT2FbWVtW8Fj04z73hDTgW8FYF67677zR0M1JTtCJVPPnVg26wB7J_Kfn36Hz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgCB0W6KWM-17rlLGXW94-x8n6Hzr77W8wlVtg2Jz940W2Rs6Hh1cVQYNN70-3CZ4ySQ8W2Xwf5Y5l0BvFW70pLgd72-zx1W1R9B1X92SQ7kW4YhBRJ2JKk9CW6TwVx94mRnblW3655zb2b0-ykW2dPLDj8MgQTcN3Kj9h5fdcG-W24Q5965jRBlvW2vFcYp22nT3MW7MrkbG8GK7tTN30F_s48NTHZW9034p74VH3TnVy6z957dpZhqW5BHvnw5fF9XjW7b6Fc09jRpc_N8s0qznRWG0J3msw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgCB0W6KWM-17rlLGXW94-x8n6Hzr77W8wlVtg2Jz940W2Rs6Hh1cVQYNN70-3CZ4ySQ8W2Xwf5Y5l0BvFW70pLgd72-zx1W1R9B1X92SQ7kW4YhBRJ2JKk9CW6TwVx94mRnblW3655zb2b0-ykW2dPLDj8MgQTcN3Kj9h5fdcG-W24Q5965jRBlvW2vFcYp22nT3MW7MrkbG8GK7tTN30F_s48NTHZW9034p74VH3TnVy6z957dpZhqW5BHvnw5fF9XjW7b6Fc09jRpc_N8s0qznRWG0J3msw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgXSrW7dgyyS6j758mW62pWYd7T_BCmN5H2hQRWDRr2W4BnwYZ66zwNjVd3g212sbB7PW8QRGF46nrTJVW7yPC6Q64QJ63W50K7tH6v0VQ3W4D54pT7kVwryVmnBDZ170rLFW1_wdDr4bWjnkW9dm_wN3fg0d-W1Cj8Gx8JQT_vW88S7Dq895YNlW92DBR88l2mnDW6Z57YD2GldX0N5bgy0-pVvzzW7Cvx_N1Q7qlNW7V34P15Hm6_GW67R-D151gKwyW19n2LY5swRW6W2snjy-8kbCrd32Wd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgF70W5RGhSM7d3JWrN12057XhLXDpVBrLlK7WgM04W1YH3h76ZLxhHW1xQqWt2fVcyZN3NPspnV0YxSW4mT59s1q-bG2W6mghhQ5m96GNW5NDLF03Wc1BlN4_7Z-YvknLDW8g3jbq35xLF_W3QHR0z1C6qH9W6GcQ-y6yly3nTRT-c4kSybkW8FZ2m-4L30NPV-xwbm3JzJv-W1-3c907RW5ClW5d99TN308BBqW5V6T3J775RlqW8Zk-w-1lB21dW1-Bdp11YC2FRW6YHj1P7ZzZjY33KK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgF70W5RGhSM7d3JWrN12057XhLXDpVBrLlK7WgM04W1YH3h76ZLxhHW1xQqWt2fVcyZN3NPspnV0YxSW4mT59s1q-bG2W6mghhQ5m96GNW5NDLF03Wc1BlN4_7Z-YvknLDW8g3jbq35xLF_W3QHR0z1C6qH9W6GcQ-y6yly3nTRT-c4kSybkW8FZ2m-4L30NPV-xwbm3JzJv-W1-3c907RW5ClW5d99TN308BBqW5V6T3J775RlqW8Zk-w-1lB21dW1-Bdp11YC2FRW6YHj1P7ZzZjY33KK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgZmtVYgPHR5sSWhxW4hY0kb6vtQbyW3sHBbC4PqMzSW4F7Ysr3r8mmmW3Jtsdp2yzMDqW2ylBll5P-Vv5W22XZx24TsHd9W4y87kQ2bJqbPW91D7c-9htX4cW1BNP1768yCCmN8lNmqDPBVSjW1fRGnk4LWNDWW7fKZ0y33CxCxW2bZ3Bg7jpKbfW6_ss6G1twH90VQnswM8Qcgt6W7p8s-t7-NQ6LW5-3JmG7zmnx6W61pgcc5lvQNgW1JbbVK3Vnr0hW7TJRL355fkDTW1FFXtR14hdtb3pTC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgCxTW3x1fnV1fYmxKW63k0P65vwrW5N2zgJprtDYzmW717G0k1pZfZKW1JH6tB1K5RyCW7f_mj24zPQksN6Q33Sy1VbZcVGLkKV1W1br7W8dR3XY2PJLvvN5vwxr6Dwbg2N13NK12DgwZHW1qZwvF6TMZV_W3FkYXZ3m9WGzVjC7Rs2S3XskW6wH1w12YqhshW5RZZfW8PJX-4W3SVqNg5KJjSYW7_VhLd2btN06W872zsL3R-vrfW31Vsv84847gRN1GBR3b2RkdGN3WJttqkmK1D37kP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgXSNW2sHtMQ41mwCSW4_TVh-5N1BnZV-Xy493J-w6MW5C72s51mpWSjN5NB0WYkCXK5N72938NGtNTHW7NrwgY74mH0kVnTYSF7zwK3pN3M3PpKhFnzwW2nBRlt5WP_vdVsHPt92kWTlFW826dSr4M3dZ2W1kmdyd7pvs3zW77hgDP96pg_mW6ldwYn3-HdsTVrTzWD5RxRRZW37CMYH2-JQ_RN7NQXlB7xJ61W5QzQBM8bzDSdW8SSVj_5mTMp-W9c2WCg7V4_HWW3FXjW511r03R3g3F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7Cg-58W4kxWG_126L4DW61VH8n96z4nKW8lYPlP1x7TWXW5g5MC67PX0xVW2t2jyH3nXxLsW4N2gmb7lpyLLW49pFMm2y2DmqW5tvDvL5Mp-LRW5l8m4X4XKBrXN2R-wpxm2VF_W1yzf4D5_Q9X3W7XfyyR7CSKVcW6FdH_V1sptYLW3PC33X76SbmfW8wbyPj31l5VTW7nDnzW4yD5HhV2sjbr87S_N8VY9qL71ds9XrW1fKj4R8vLTJkW6_jRHX97mVvVW2f1S7c7rnwh1N1Zp0Q3wxqC-31Sq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgGcbW8zcdnp6B0qJzVXFZ8f5PMZ8yN2Mrkgs-TmbDN8vBZcD6JzGmW2yY0nY7knqlJW2Gtt_s2YFd37W56Pkvt1m1r0NW4R-c9330MslhW51d1bg5-cd1QW9hPdc24Q5SRwVmn06L5JmvxgN6hzHw7SgB_bW59_xmH1pTPpZW7pxVTX8swCrDVDX-fT8y-2YlW2z7B1c68c0GzW8SFMpB5-9GcFW3_7BX_5WJMvWW1FwTmJ2-1KWtW4ng5hz4t-42SW8LG9ym4q7MGvMC5xxY92-dy3pBB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgN_pN7tcgz_qLZsnW4cNnT57-PsKpN1N2s3z-lF5yW3whvc_4VRf81N1xkNJSRVLBVW55pwtP1b-F6zW6f9hHz7qwFTkW7kpHLS2QVtXkW8FptWZ3F56_CW4_tw0s3jqZZnN9gJQzKnJzRtN298LDnPvdC9W96y8n23n3dPpW8CwqCx7WgXY5W5vsKMx7_bFttN6p23VG7_XznW5wMj171w86ywW13dVR-3MV7XBVltm1j5w4XWcW8g8swC20kxyMW4VMjFb4yBLCLW3lnbC04c9tx43hst1
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Eurozone economy was reopened from the Covid lockdowns after the US economy was 
reopened. In any event, it is now widely expected that the Eurozone faces a cold and dark 
winter because Russia has cut back its deliveries of natural gas to the region. 
  
Germany is the country most dependent on Russian gas and most likely to fall into a severe 
recession. Consider the following recent economic developments in Germany: 
  
(1) German data have actually been mixed, with manufacturing production up 0.8% m/m in 
June and manufacturing new orders down 0.4% m/m (Fig. 21). Both are volume rather than 
value indexes, which explains why German exports have been soaring during the first six 
months of this year to a new record high in June. The prices of those exports have been 
soaring. 
  
(2) The Economic Sentiment Indicators for Germany are also mixed. The industrial and 
services components remained relatively high in July, with readings of 11.1 and 11.7 (Fig. 
22). However, the consumer and retail trade components have crashed recently to readings 
of -25.2 and -18.4. 
  
Global Economy III: EMs In General, China In Particular. Many emerging markets may 
be at risk of political and social instability, as inflation around the world has significantly 
boosted the cost of food and fuel. A few benefitted from the jump in commodity prices over 
the past couple of years, but many of those commodity prices seem to have peaked around 
mid-June. 
  
China seems to be dodging these global problems. However, it has homegrown problems 
that are weighing on its economy, including the bursting of the country’s massive housing 
bubble, the ongoing pandemic-related lockdowns, and a rapidly aging demographic profile. 
  
The country’s saber-rattling about Taiwan runs the risk of triggering a war between China 
and Taiwan, including whatever allies decide to join the fray directly or indirectly. China also 
has chosen to take sides with President Vladimir Putin over his war with Ukraine, which 
could spread to all of Europe. 
  
Currently, the country continues to experience a trade boom, with record exports and a 
record trade surplus thanks in large measure to American and European consumers (Fig. 
23 and Fig. 24). China’s geopolitical aspirations and reckless behavior are jeopardizing 
trade, one of the few remaining sources of economic growth available to the country. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgJTZW1yCf7h4jcWcyW47xvq02XP2RtW82ytdN26TrBjW8V1K9c1Js12mW58pV1q5KB5CBW1YhW3M7hvjk0W7gBb_H6njPkmW5-_bvh3H8DzJW7CQYpY6m35m2Vg27P44HsXBCW2hN5Dm1GJwFgW8vY81Y8XN-VzW6Pr4gG8pWVydW5-PXYM2JGDBzW35ndN276RBJPW11qb7L7sGCZ4Vfdbfr6PD4f2W7-sX024_1wnXW2XSClK7TCHM3N62Yng1GTKQmW2x4Xp64fztYrN33b7pw85fxd376z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgNCwW7h-Ql873S2Z8W83KbB83GkNBTW7-YLPd2qH2hLN7lwFr72Gy64W1dYDdg997hmnW18nWDs139JgRVW1n2g7vMh0-W3Z03PT4XMS8qW28SQPB50JzrfW12y_x04Qy9MgVFtsGC1BqvTdW3h2T_-1kLJm1W4vHWw61nMFlPW2lZpk36Bbfq_V_md6J7hL7w-W1v3-1N4RCcXtW3BtlpP1Q_8r_W90tb9S8NBBhKVJWr3N6QlgJNW8C3njs78nJylW16G3XY11hHwdW6R-Tdr3ZzTTS3p9t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgNCwW7h-Ql873S2Z8W83KbB83GkNBTW7-YLPd2qH2hLN7lwFr72Gy64W1dYDdg997hmnW18nWDs139JgRVW1n2g7vMh0-W3Z03PT4XMS8qW28SQPB50JzrfW12y_x04Qy9MgVFtsGC1BqvTdW3h2T_-1kLJm1W4vHWw61nMFlPW2lZpk36Bbfq_V_md6J7hL7w-W1v3-1N4RCcXtW3BtlpP1Q_8r_W90tb9S8NBBhKVJWr3N6QlgJNW8C3njs78nJylW16G3XY11hHwdW6R-Tdr3ZzTTS3p9t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgLPsW5C3gS85plwk5W8wpdP61HxB2NW8-3XYY6sHTG5W8B-wsW78l6fYW93j0DJ4Jg4DTW2H9dlD6nmy9lVsPpgJ2Y5d_RVt5R4p9ldPBbW5nHY4D97N6-6W2q9VCy6W0-FPW8Q0cDb97TjhdW5kPgx71s1zrxW7S6GLk8MxshKW3mlYVj9dRWWLW8hnnpy3XfZMlW6MPJXs9hfhyrW4HS1TL2Yx6ZRW4WHmlp3DqQY6VV6nzt1vKDGSN135LWHjd2lJN4_QXnmTCbj2W3dB9793C5Md-3msQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgLPsW5C3gS85plwk5W8wpdP61HxB2NW8-3XYY6sHTG5W8B-wsW78l6fYW93j0DJ4Jg4DTW2H9dlD6nmy9lVsPpgJ2Y5d_RVt5R4p9ldPBbW5nHY4D97N6-6W2q9VCy6W0-FPW8Q0cDb97TjhdW5kPgx71s1zrxW7S6GLk8MxshKW3mlYVj9dRWWLW8hnnpy3XfZMlW6MPJXs9hfhyrW4HS1TL2Yx6ZRW4WHmlp3DqQY6VV6nzt1vKDGSN135LWHjd2lJN4_QXnmTCbj2W3dB9793C5Md-3msQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgFYnW33XzcN5nrqsBW376QR133ZVq0W1X3zmZ7yB5RHW6tn2ZK3xYrgZF8RKX7gvrHPW6lmJ4C4S3xxbW1-Nf1q5xQmG6W6fbpSM4-gkNvW6SqrYZ1_KnNMW6cQ9Gc7JgsGkW8RN7vK1f734GW16Lknf1WdqYBVB02gn1zfL2fW6tvqN-4p6WXCW91Dgp61Rmt7DW6RBLj22YdlH-W5m-XNZ5Q3WCYW74-7015zjtsRW6-QfQL7GtM_8W6nVL5r3Ml5szW6QRsbS5SyTCMN5BhrJRsxknT338G1
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Calendars 
  
US: Tues: Productivity & Until Labor Costs -4.6%/9.0%; NFIB Small Business Optimism 
89.5; API Weekly Crude Oil Inventories; EIA Short-Term Energy Outlook. Wed: Headline & 
Core CPI 0.2%m/m/8.7%y/y & 0.5%m/m/6.1%y/y; Wholesale & Retail Inventories 
1.9%/0.9%; Federal Budget Balance -$76.5b; MBA Mortgage Applications; Crude Oil 
Inventories. (Bloomberg estimates) 
  
Global: Tues: Japan PPI 0.4%m/m/8.4%y/y; Japan Machine Tools; Australia Westpac 
Consumer Sentiment; China CPI -0.1%m/m/2.4%y/y; China PPI 6.0% y/y. Wed: Germany 
CPI 0.9%m/m/7.5%y/y; Italy CPI 0.4%m/m/7.9%y/y; RICS House Price Balance 60%. 
(Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings fell w/w for LargeCap and 
SmallCap, but rose for MidCap. LargeCap’s decline was its fourth straight and its fifth in six 
weeks. None of these three indexes had forward earnings at a record high for a sixth 
straight week. LargeCap’s has fallen in seven of the past 14 weeks and is now 1.3% below 
its record high at the end of June. MidCap’s has dropped in six of the past eight weeks and 
is 1.1% below its record high in early June. SmallCap’s five declines in the past seven 
weeks puts it 1.6% below its record high in mid-June. In the latest week, the rate of change 
in LargeCap’s forward earnings fell to a 16-month low of 11.9% y/y from 12.0%; 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 
dropped w/w to a 16-month low of 24.2% y/y from 25.6%. 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 17-month low of 21.8% y/y from 26.8%. 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. 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 (8.4%, 8.4%), MidCap (14.1, 4.7), and 
SmallCap (12.7, 8.8). 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgTs3W4tH1-B1XZ5kZN9hvvlwgQ-YnW8HfwLR7wdT6dW42xVtk6Vz0p8W4ySpj_5sv1BSN4BlGDbyZwskW78YRkR19dlBXW8DT2vZ4DDYC8W31LKTb1_qDfHW7LGZPw7D1-3wW2CYyx_63gGPgW8Y2jJW1XSFQ3W5tFc6h6KvmJnW59bF-G13Nc9XW5G0JyF6ZZ_X-W56YRpb52Xlm3W7_h_N88tczmLW2yF7Mh48zH4MW4ydcdJ67QCWKW4c0_0V8p9GV5W6tGH995xYytjW3j8y803cb5xb3m_x1
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S&P 500/400/600 Valuation (link): Valuations remained steady for the SMidCaps last 
week, but LargeCap’s rose last week to its highest level since late May. LargeCap’s forward 
P/E rose 0.2pts to 17.5 from 17.3 a week earlier, which compares to a 26-month low of 15.3 
in mid-June and a six-month high of 21.5 in early November. LargeCap’s forward P/E also 
compares to an 11-year low of 11.1 during March 2020. MidCap’s was unchanged w/w at 
12.7, which 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 was steady w/w at 12.2, up from its mid-
June reading of 10.7, which was the lowest since it bottomed at a record low of 10.2 in 
November 2009 during the Great Financial Crisis. That compares to a 13-week high of 16.1 
in early November and its 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 103rd straight week. That’s the longest stretch at a 
discount since 1999-2002; SmallCap’s current 30% 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 60th straight 
week; the current 3% 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, and the 
declines have accelerated for Q3-2022. In the latest week, the Q3-2022 earnings-per-share 
forecast tumbled 117 cents w/w to $57.05, and is now 4.1% below its $59.49 forecast at the 
start of the quarter. Analysts expect S&P 500 earnings growth to weaken to 5.9% y/y on a 
frozen actual basis and 6.6% on a pro forma basis. That’s down from Q2-2022’s blended 
actual/estimate of an 8.9% y/y gain on a frozen actual basis and 9.2% y/y on a pro forma 
basis. Double-digit percentage growth is expected for just four sectors in Q3-2022, and six 
are expected to record a y/y decline. That compares to Q2-2022’s count of four sectors with 
double-digit growth, three with a single-digit gain, and four with a y/y decline. Here are the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313HX3q8_QV1-WJV7CgKbvW4PG2s2709mh9Vy2ZYy6vVmbHW4YqpJR4XRFSnW42cyhD5GG66FW6c5kW31wjvxFW6Wd5FF2WqpTvW1rLML81G6t17N99TPmRH7-yyW5wbKP343vgVPN7XDgRLXsnzVW3MD59_5-wMTpW53LG086F6QsXW8TML7F47rh5XW68WTXY2RqnjFW3NyGxx2BtCdSN1rlkXQ7C8WgW9ljbmj4HxD5FW2DSL4V99FSSZW5dF0xt4XSKWzW97Gmfy85VTzjW67VMWk81fTQ2W7tVVDD1n09tj3kk01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4Z6M3Rp570W3qDM9q2X33l3W89-nNw4Nv0RyN4313Jc3q905V1-WJV7CgCP0W3ctLfB6ldYf8W41KplK7_J1PBM9l70rm6JY4W3B6NtD1y8wmDW2K3Z9k2-Mw4lW4X91435-hKyxW908m-k2q0cyWW6CqHs63HGQ_jW8vtSS23scGsLVq5W4V8T_H6kVJ0yQc5lFH3vW3f2yzL7rnKrNVQPkfH74Mh2RW5Shy2k8fhC6qW937Wyd42G-2MW3Kpz-n5LNqnqN6_tF28lXyqzW7kRkPY4f0M1dW1jYDZb4drCBFW6F_9Jd1nzrXlW35qKFL15ZG12W6YmS1s7YftcBW5cJFSY75qWxXW5H0cGC74X7jV31CD1
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S&P 500 sectors’ latest earnings growth rates for Q3-2022 versus their blended Q2-2022 
growth rates: Energy (121.8% in Q3-2022 versus 296.5% in Q2-2022), Industrials (28.4, 
31.7), Consumer Discretionary (21.3, -12.4), Real Estate (10.3, 13.0), Materials (7.2, 18.0), 
S&P 500 (6.6, 9.2), Information Technology (-0.4, 2.9), Consumer Staples (-2.0, 0.9), Health 
Care (-3.3, 8.6), Utilities (-5.9, -3.8), Financials (-8.8, -21.2), and Communication Services (-
13.9, -13.1). 
  
S&P 500 Q2 Earnings Season Monitor (link): With 87% of S&P 500 companies finished 
reporting revenues and earnings for Q2-2021, the revenue and earnings surprises are 
historically strong but near their lowest levels since the pandemic recovery began. 
Revenues are beating the consensus forecast by 2.8%, and earnings have exceeded 
estimates by 6.0%. At the same point during the Q1 season, revenues were 2.7% above 
forecast and earnings beat by 7.8%. For the 435 companies that have reported Q2 earnings 
through mid-day Monday, 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 15.4% and an earnings gain of 11.2%. Just 70% 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 (81%). These figures are bound to change as more Q2-2022 results are 
reported in the coming weeks, particularly from the struggling retailers. While we expect y/y 
growth rates to remain positive in Q2, we think revenue and earnings surprises will 
moderate q/q going ahead due to the slowing economy, rising inventories, and higher costs. 
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