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Strategy: Analysts Cutting Estimates. Industry analysts have been lowering their 2022 
and 2023 earnings estimates for S&P 500 companies since the end of June. While the 
latest earnings reporting season—which ran from early July until about now—showed that 
their companies generally performed well during Q2, many managements provided cautious 
forward guidance during their calls with analysts. Let’s have a closer look: 
  
(1) Q2 results to date. So far, 87% of S&P 500 companies have reported revenues and 
earnings for Q2-2022. The revenue and earnings surprises are historically strong but near 
their lowest readings since the pandemic recovery began. Revenues are beating the 
consensus forecast by 2.8% and earnings by 6.0% (Fig. 1 and Fig. 2). 
  
The 435 companies that have reported Q2 earnings through mid-day Monday have a y/y 
revenue gain of 15.4% and a y/y earnings gain of 11.2%. These figures are bound to 
change as more Q2 results are reported in the coming few weeks, particularly from the 
struggling retailers. 
  
(2) Q2 and the next six quarters. Better-than-expected results by some of the big-cap 
technology names last week caused Q2’s blended earnings—i.e., including actual results 
and estimated ones—to jump during the first week of August (Fig. 3). At the end of June, 
just before earnings season began, analysts expected Q2 earnings to grow by 4.9% y/y. 
Now the blended growth rate is 8.9%. That’s the good news. 
  
The bad news is that analysts have lowered their estimates for each of the next six quarters 

 

Check out the accompanying chart collection. 
 
Executive Summary: Why are industry analysts now slashing the estimates they had raised 
throughout the year’s first half (even as the economy slowed)? … Why has productivity dropped to its 
weakest y/y rate since 1947? Is it returning to its pre-pandemic trendline? … Why has household 
formation suddenly rebounded? … How did landlords get so lucky as to find themselves in a “Golden 
Age”? … Today, we explain these economic anomalies, aided by recent data releases. … Also: With 
the economy in a growth recession and forward earnings starting to flatten, the valuation-led stock 
market rally might sputter for a while. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgQbVW6tM0DH33wk9WW4qcGDG7P93B-W2nYvMj6KBLf7W302pSP5qKFb7W4mnNPs1c3nDnVWjph33yv7VNW4dFRdS4zKRC8W8Vm_Gs5YdBZDW1Wk4HQ3kxQhTW5lyfWP2x2RZKW8lrQgV9gfsfqV6QKM758Czx1N29NgBq6gkMLW2HX4rS32Th2FW4_jbkc1r2ZP1W52RDdZ8_B7bkN5sbYXw-Cbf4W3tcvb82R9wjyW823q2n4qcnVtW2z-xDs7FmX_-W6N4Drk977sjWW4B0d497LpwQp39Fb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgPPrW74LC7778p4vvW7m8pMb5nhZXGW6XpYpp1wPVQsW8TQmXf1M8FnvW3ZXrRw5qr4PMW9611Pl4x5-PXW555QnF5SnfbnW7LTcv02-qwg7W2dz35-2TP6WJW4pXR212RmNKBW8TLLW151ygysW4_lqjF3QBQM5W2Wy2Sh2DfKr4W49qQFz4nrh1MVWp9Lj1T127XW1mrr9X45Fvl1W8cBCY74D0FQKW78Dkxs6lQwh3W35zSyH2kcmZ1VPnCBZ7rqZTPW5Rw0CT18FnyDN4_QXDmF6FMn3g4p1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgZ1GW8mWSFB3zS83_W839Fvx7VBtcDW4MLxJb229CpTW1gQg-C6ZLg5HW5HJQ3q8zDKx0W3MMBYZ7t2Ld8W8vLS2g1FfbHXVxvy3D11ZRT8W3_TdPn9kgQ8kW6qLcN28vFdcYW1_jXD43Pf087VH0CkY5cC4Z5W5LFTsw28WQBHVHhyQX1Zwbs_W9fBF-y1__YrBW8bB8SX2ltp2kVYgkvH84LnYhW3Cs14n7rXczQW7cbg1-4wxF-gW7F8S53541BSJW5nCCGF5GG3VRVyDbJs4R4mWX3mzv1
https://www.yardeni.com/pub/cc_20220810.pdf
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(Fig. 4). They’ve been doing so since the start of the current earnings season. So their 2022 
and 2023 earnings estimates have been falling. As a result, forward earnings—which is the 
time-weighted average of analysts’ consensus earnings-per-share estimates for the current 
year and coming year—peaked at a record high of $239.93 per share during the June 23 
week, and is now down 1.3% to $236.74 during the August 4 week (Fig. 5). 
  
(3) Annual growth rate estimates. As of the August 4 week, industry analysts estimated that 
2022 and 2023 earnings per share will be $225.50 and $244.36, up 10.1% and 7.7% on a 
y/y basis (Fig. 6). 
  
(4) Back to the old normal. Industry analysts typically lower their estimates for both 
revenues and earnings over time because their initial projections are too optimistic. We can 
see this tendency in the weekly “squiggles” charts for S&P 500 revenues and earnings 
starting in 2009 (Fig. 7 and Fig. 8). 
  
This time, after slashing their estimates for both revenues and earnings during the lockdown 
recession in March and April 2020, they scrambled to raise their estimates during the V-
shaped economic recovery through the end of last year. Then during the first half of this 
year, economic growth stalled, yet the analysts continued to raise their estimates to new 
record highs. Some of that optimistic forecasting reflected higher-than-expected inflation, 
which boosted revenues estimates. It also boosted earnings estimates, as industry analysts 
assumed that profit margins would remain high because companies were successfully 
passing rapidly rising costs through to their selling prices. 
  
(5) Profit margin estimates falling fast. During the current earnings reporting season, 
company managements have been guiding down analysts’ expectations, particularly for 
profit margins. We derive the annual consensus estimates of the profit margins of the S&P 
500 by dividing analysts’ consensus earnings estimates by their consensus revenues 
estimates. The 2022 and 2023 profit margin estimates have dropped from 13.2% and 
13.8% at the start of this year to 12.8% and 13.3% during the July 28 week (Fig. 9). 
  
(6) Our outlook. In our Sunday, August 7 QuickTakes, we explained why the valuation-led 
stock market rally since June 16 might sputter for a while. It’s mostly because forward 
earnings has probably started to flatten in recent weeks as a result of the economy’s current 
growth recession. In addition, the S&P 500’s forward P/E bottomed at 15.3 on June 16 and 
rebounded to 17.4 on Friday (Fig. 10). We reckon that the forward P/E will be range-bound 
between 15.5 and 17.5 for a while, especially if the 10-year US Treasury bond yield sputters 
around 2.50%-3.00% for a while, as we expect. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgH4LW8Rc13P2_ph7wW8k-mQs92P14rW2_pPWy3My1rXW7S2hbB1TK1VCW2ccH1N1sknfKW2H4Gtf7tfQ0NW1GxlmT5jV7_5W57Dz7k7Zx_tcW3Xlbj03WbgBVW2BbRWF3scHnbW8NjCY12blsDbW2lJV_w6w8THxW7tRg767-jsc9W6YKTFr2-69N3W313KDq8_CHLfW4dSC9b5Zf3LtW8nqdyT6Npc10W8T2FGV8mp699VYc5bt5pNRLpN72y5ylQ21GCW86-gbx30qnzJW5Qv3jY2lwGdp31-K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgWWTN1xpn17SJSwZVFBN3x7Dd3d9W8Nxzxh2vdw8gW8fZQ_s3bCXP3W8knn0_1KKFK2W7KDV8d3SHBgjW7hlGF16v6n-bW6sSjl23D5KXgW2gqJTj4kN_PhW8kk4xC6SXDJ-W2tBnCK5ZryT3W8N-KDk2Bg_b7W4qK-463hpKG6N8LHJvYVx8hDW6vQK7h7lD0ylTz32r4BHthcW5C2rPd2xNKhrW47zG-r1ZVXtpW4JFt_J5DJZKHW2Lk79y8NLwzgW6w6b6R490HdJW97X-Bv29Cht6351v1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgV7fW4wfTYB1bbwHgW87mNjm1fQsKqW8S49yH1pyP-BW6nsv-N1gSk45N6Fk5PDd0kYZW4TJ_tn5JtH5zVRtT4v1p4SK7VRsZ8-8Q8DxfW9g0VWk8C7M8FW1FZYzN833ZPXW8npkbB2KjhSwW6_YvV-7NWx4VW2FPt-W58Hsv3W4ZbWxW74qXWBW5x416H6Sgk9pN43lrW4DHl_9W68tBtL5d9dVpW7f9Qnz1jK9PfVLglHL2stDCZW8DpSMX4d_Ql4W7grnqV1NQ_6VW7wMMDx2Gt9m6380P1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgYvXW2N7N4_5pB5mvW8nVfLw79q2z3W6GdkK06Xb5b5W5NzlVf8yP4RbW2Pc_JC1kmc6NN7bfG3v8_8ZqW79m8bq3q-gfgW7-7yGR3Zh-gjW56TXH_898YHyW2g97sw47dT44W8yFdKn92Yqy3W6Flm1H2N46GDW89Bs0m18mQvpW8DBZ6t4Y8k0GW2D9m9c96VGmXN96sgL67pfydN5sY9Tt6ldD8W3qGmxJ6LCvFGW7DKR3Q7mtjdgW20vNyj1M175hW8T6gkp6Q9GFMN158dxKnL0Hf3myB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgPsGW1wWpzr9dkgFzW4mh1NG5FsVDfVRVqCc2sN7sNW54-qkK4lf3bPF47-V1sS1N6W2NnW7z15d_42W8blZLN7pt9ctW4t5VF_4zSHfbW6W9Yft3xpTPSW7Nr2TT1B9_s1W4c1KFQ2C8yyxN1C50dP-98b_W5xyFs47wcZxZW2zz_-t8Wr-f0W4FX0WJ1ydjW_W618kpB5TltbhV8HJl52x9CVvW1QFtTn8V9KsQW33P1GF2WSZ-4VJjM-36n5tR0W6_TdxV5MWYFyW4jNBVx2wnf-33qgb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgSpNW5211498k6MYQW1-BRmw749l4lW49WVds7XVXkFW51qchL2knkbvW7Pm4T959N8-VW4t1dDg6pP9-cW4d5fT97Y6vCNW92rqMv5H4l5xW3D1CN47Y9k6XW4ffy665tbSkzW9cM87C3t7NRcN2_k9BSJl6fnW2ypjXV5GK4h5W8kT4Zd7w-CSpW4ppvDy11z01gW2hMRBD5Cwy_BW28tBqM91S4dWW4t-yJJ6-7RhGW9k8_vP7wxdBwVdKss28Mmvt8W4YPcpB4-FClHN3FfhQCBJMCn3qjy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDX33q90JV1-WJV7CgLGpW6l0--J40FK6dVs33P76CMDQhW652q-f2TwmyCW7PbGxg5VNKmwW7Yc9LR6W8VdyN4LbZKTV64yYW2QMqCH2g0JlRW7y-bqF5vvQ4sN1Q1rQLwDMMnW5c6CGw8psw5RW6TfFY58-xVzKW8Mr00c8C8-XjW8lGM5x9537z1W5C_2ww92kV4YW7kklyV5Hrvg6W5TP5dD3p8GZRW3sgr1f12QN15W6Jvv3T8K_g2_W8ZCCjw4KZtzgW2D6syK5n-S_SW77FcyR5HjYcyW6kl2tR6SFh2HW6qS20b4zNT-BW5pq5C_1MXT9mN4KPkG5wtj_KW25KVVy7C-RyQW2fP2KC9l786mW9gs37P5y7MXT3bC41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgWThW6TmqmD6c2Rp4W2nDPY11pXrycW8KQv6l8VBWFDW4ZS2883BmWPDW8gc3hF41ccvXW2qfMsT4G5zPdN3qPqqmG9pvtW1h3wPb19KwvlW2bJ1py1NVjRsVD55P12y5FPBVchZGQ1dgFpfM69Vs67l1hyW3XYPQ_7t_cr2W7cM9bs6-YZ-rW2dK62l75xKF8W1lc5pZ1xMFH_W7GTYJ623s86-W1HMWRV58qmWVW6xCGkd83cFh5W3lw7gk8NqYkLW36nXTT6NnDThW6Cfd675YDPDT34pW1


 

3 
 

(7) Feshbach’s market call. I checked in with our friend Joe Feshbach for his latest 
assessment of the action in stocks: “The market should continue to move higher. However, 
new buying should be put on hold. Narrowing breadth and improving sentiment raise the 
risks of a short-term pullback offering up lower prices.” 
  
US Economy: Why Is Productivity Falling? The pandemic certainly has disrupted and 
upset almost every aspect of our lives. That might explain the extraordinary drop in 
productivity during the first half of this year. The pandemic exacerbated pre-existing labor 
shortage problems. After the pandemic, companies might have concluded that labor 
shortages would persist and therefore have hoarded scarce workers without having enough 
for them to do, especially if supply-chain disruptions disrupted operations. 
  
The recent productivity drop certainly challenges our thesis that chronic labor shortages will 
force companies to increase their capital spending on technology to boost the productivity of 
the available labor force. That’s our story for the “Roaring 2020s,” and we are sticking to it. 
We have a few more years before the end of the decade. Meanwhile, let’s review the latest 
data, which were released yesterday: 
  
(1) Productivity. Nonfarm business productivity fell 4.6% (saar) during Q2 following Q1’s 
7.4% plunge. It is a volatile series. Nevertheless, it was down 2.5% y/y through Q2, the 
weakest reading since the start of the data in 1947 (Fig. 11). 
  
Keep in mind that productivity soared after the lockdown recession of 2020 by 10.3% during 
Q2 and 6.2% during Q3. The latest reading brings productivity back to where it was during 
the first half of 2020. So it should resume rising along its pre-pandemic trendline. 
  
(2) Statistical discrepancy. Productivity is the ratio of nonfarm business output and total 
hours worked by labor. The numerator is based on GDP, which has been rising at a slower 
pace than gross domestic income. This suggests that GDP might eventually be revised 
higher, showing that both productivity and overall economic activity have been stronger than 
the preliminary data show. 
  
(3) Unit labor costs. Then again, unit labor costs (ULC) jumped 9.5% y/y during Q2, the 
most since Q1-1982, as productivity plunged 2.5% and hourly compensation soared 6.7% 
(Fig. 12). The CPI inflation rate is highly correlated with ULC inflation, both on a y/y basis 
(Fig. 13). The former was up 9.1% through June. 
  
US Households I: Golden Age Of Moving Out. Since the beginning of 2020, there’s been 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgWBVW4XrMXK1MPgF7W1_t34Q41yM4MW7Ct-Dj2_GSndN7G8zSGxZ9g8N1sSNrlw-K9pVx-MCF3sP8zRW87Tv7d4h847FMTtc72cjP45W3VdhSg7K1msWW4kCGnj5J2zN8VzX2Nn7r6lPLVYS3lh6cvCf8N54T3rKqWWV7N5THXQ7l5MykW8Np9W06LphHfW47tGVL3SCllDW3NwHkj1V4Qg6W2tZ2N88s9rmsN5VblFPwkYHlW8GC60y4wMm5bW8ngZJj4_XXKsW7SzVKq8Wh4PB2mD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgKvDW3_gcRG5jlLn2W6VKRrK22hB2HW88qR0366QxcSW5kxh9649L24FW3ydFxT7X201sW7x9dgl8-19vWW7lt39X7k-6JPW7kRpss1DLbsNVgZLg13m6sg6W7KQ-Hp6LK_n5W1N0hg0692_6WW1pTB2P7HxXlDW2jPbWD5t91VgW8Q0XJ24rdG6BN4z271m-BXxBW742yPW3vG0NBW6DX0kl1gPyHDW1wXMSv3ZNMpVW87FNNv64JQ60W58LzF26W6v8pVVXKSN1P16x0W6hNBMW55jRXZ3cTg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgCL8Vx1Qx-5FCJFdW4B0Zgr3ybRgJN5SrJGC5VsdfW7lcGdR11xdmSW1GcjYS7_-NZJW6ft2MK7hbZxSW8vSfkK8thmCzW1bTMLV1L-5nRN2KRVZ1fHGY1N1CgjktZXBB6W2MzDDd6Q8jwjW2vN63j2Z80ZRW7V5CvD1Frx9kW1DgZPN2k3zzxW1Hvj3V8gTt38W4YcQ858Q9S78W1MLqFB80GzC7W2yzPZH8m34CjW2YLdl56W0G-JW21BjS952Fyw2W4xpNBc5N6vTTW1WGR5c8cbG_B3l7f1
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a remarkably sharp drop followed by a remarkably quick rebound in the US household 
headship rate—i.e., the number of households divided by the number of adults in the 
population. This rebound has contributed to the huge increase in housing demand. Over 
this period, house prices and rents have soared to record highs. 
  
America quickly lost 1.8 million households during September 2020, when the total fell to 
125.5 million (Fig. 14). But by June of this year, the US had regained all the lost households 
and added 812,000 more! That’s according to recent Census Bureau data. 
  
A few years ago, it was generally expected that household formation would rise moving into 
the 2020s as many Millennials in their late 20s and early 30s moved out on their own after 
delaying “adulting.” According to a 2021 report from the National Association of Realtors, 
the typical first-time home buyer was 33 years old. The pandemic temporarily dented 
household formation by Millennials, but it has quickly recovered. As the pandemic ended, as 
employment has increased, and as unmarried singles in the population have continued to 
rise, roommates have been parting ways. 
  
Looking ahead, an erosion in affordability for both homebuyers and renters and the slowing 
growth in the population could pressure household formation. Slowing immigration in 
particular could offset any Millennials-led growth in household formation. That’s important 
because household formation drives housing demand, rents, and prices! Already, the 
housing market has begun to turn south and is unlikely to recover in the foreseeable future, 
as we discussed in our July 27 Morning Briefing. 
  
Here's more: 
  
(1) Living together during the pandemic. Changes in the composition of living arrangements 
since 2019 show that at the onset of the pandemic, many adults living alone or with 
roommates abruptly moved in with older family members or with a spouse or partner. 
Additionally, some who were living with family members delayed moving out due to the 
health and financial concerns surrounding the pandemic. That’s according to a May FEDS 
Notes piece written by two of the Fed’s household economists. 
  
(2) Young adults moved in and out. Gradually, the Fed economists wrote, the pandemic-
induced changes in living arrangements have receded as the fraction of adults living with 
their original family and the fraction living with a spouse or partner have returned to pre-
pandemic levels. The initial pandemic-onset-induced drop in headship rates was especially 
sharp for 16- to 30-year-olds who moved in with older relatives, but the trend for that group 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgJ1lMK7x3mVlhStW5XRt9m4X0SYhW3XTDcz5ZRm49W7RsjY05GkGL2W7NPjFG2wVxZyW1smTJb2s5htkW6HpD386YlbStW2C5bw01dCGmcW6t_m6W98CVwcW57KKMG5CzSt2W7WLw5d3bhvx8W554dyN25V8FsW75Ccyt7dPGShW6Fh5W-7WQ66cW2bcG-F1FGmRMW3lxV192zty52W4QDKsn5pR6DnW5Vltn96PsgDcMVNRs9X7wsFW8d9qSq47RDY-W6Nn5K44FwbbYW8vMth47ZC0RS3fHt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDVB5nKvpV3Zsc37CgNrbW7-c5Lf243ddNN2cVNKmqQKGPN6d4Mc3KrdBzW5-Xz1789CFqyW31cp6P6Ktl8RW5Z_vRT8vKw__W82JFTS2r2lZsW2rvGJL8mZMCBW4Y_X--2VL5lpVMXX0S20mz1TW83RhGG42m1n3W3pXTF-1F2DnQW2lX4tk3jgkkQN5zKNf3_ZvNfW1gTk7x8HMxbGVnMY8L2PgH6LW8LqN4n6njmJXVnVP6V1LK02FW7vnYMx2nzKv3W15MT-s9cdrQKW6Dk3WH3gtt-fW66Kfcj7LBZGtW3Tk7qv4plZXqW2GzGq65r2rgTN84pjshQl_y9W9g9QqV1pdY64W6Zxc4f1CVgH3Vnm1nr2xh5WGW6CC-Jr9g6V1yW3BKGmZ75rwvSW56_R-L1y-9YQN98GQHy8G7NkW8bKB4M522KqJW5rx2RG7fwD3-3lf91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDWt3q905V1-WJV7CgWP5N8yBp0j9fPR_W7hwpp92ncHLXW8JMNSd8qNMTbN67cWLNZFQFkW3lKLPT6T1ZJVW7bxNmX7mMs_vW51PltX1d_FZwW7Jgf7-49cJNYW1cd6Lc1xPvnVVRXT502rghy9W6KHh503KTmSJVGf-_q89w81wW5ntbF02F8FQbW348r9F6sKxXqW5Zh3Fg7GHKdrVpPF56379cQwW7dx85k3DBYJqW4KpM-k4QzwfzN7pbLqW6Z92xW4p2-6W72CD6sW5VsKdX10YHsbM_25kfbbnd_W8FTTcx1CFqP2W6FYWX-8rLVvZ35D41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW95nKv_V3Zsc37CgXHsV3qzs78mWFgDMrzVQlNB91pW5YnYBk5zTkLqW8FP1s64w2hSHW6_0Hf18vrmHBW2yV2YW1Y1NHlW8GZj237jPc3CVZM8P12GZJJyW6jL80X4QnKzCN2PV6l5_tmyRN3Mhd1dtxyjCW5TJgfJ27XkNVW13Fcyb2ld--5W1kNBcL4fvxKKW42kCgc2jkZC5W5nvv0L2Nk5l2W3PbC-q9czLDDW5nk-3h2rVfCsW3YkkzD8264x3W92zYlC2jWQvzW3z16Pw8D2j3WN51yhPzGJ_JfW1ZVLHH2ds4kpW8W8G_g8qhP2-W7PZ3J31_gVmCW7tGyhd469tWBW4B_7n24J3mwrW1Cf7by46CFSSW4JHQPP76YFvXW1l-SyX5dgCXWW6JBq2-2VcNCcW6CZzss7c5rCQW8cWF9y4vd5DLW4kMpfm5hgbZYW1zqzTZ7zKw1bW4F32-x4NQMC3W77Kr2d9cTGn6W2lWx1B3m89Bt2Rs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW95nKv_V3Zsc37CgXHsV3qzs78mWFgDMrzVQlNB91pW5YnYBk5zTkLqW8FP1s64w2hSHW6_0Hf18vrmHBW2yV2YW1Y1NHlW8GZj237jPc3CVZM8P12GZJJyW6jL80X4QnKzCN2PV6l5_tmyRN3Mhd1dtxyjCW5TJgfJ27XkNVW13Fcyb2ld--5W1kNBcL4fvxKKW42kCgc2jkZC5W5nvv0L2Nk5l2W3PbC-q9czLDDW5nk-3h2rVfCsW3YkkzD8264x3W92zYlC2jWQvzW3z16Pw8D2j3WN51yhPzGJ_JfW1ZVLHH2ds4kpW8W8G_g8qhP2-W7PZ3J31_gVmCW7tGyhd469tWBW4B_7n24J3mwrW1Cf7by46CFSSW4JHQPP76YFvXW1l-SyX5dgCXWW6JBq2-2VcNCcW6CZzss7c5rCQW8cWF9y4vd5DLW4kMpfm5hgbZYW1zqzTZ7zKw1bW4F32-x4NQMC3W77Kr2d9cTGn6W2lWx1B3m89Bt2Rs1
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has retraced some. Older Americans’ headship rates have been relatively resilient. 
  
(3) More separations post-pandemic. In a new development, more adults are living alone 
and fewer with roommates, boosting the headship rate. Because of the pandemic, people 
started spending more time at home and together, straining relationships. More than half a 
million roommate households separated in 2020, but that was below pre-pandemic levels, 
according to a July analysis of Census data from Apartment List. The percent of single 
persons in the civilian noninstitutional working-age population continued to rise from pre-
pandemic rates above 50.0% after briefly falling below that level during the pandemic (Fig. 
15). 
  
Generational trends also may drive the growth in sole-person households. Baby Boomers 
made up 39% of sole-person households in 2020, and their share is likely to rise because of 
divorces and deaths of spouses/partners, wrote Freddie Mac in a research note last August. 
  
(4) Employment driving headship. Likely, the ongoing recovery of the labor market has 
contributed to the rebound in headship rates, as headship is higher among the employed 
than unemployed, the Fed economists surmised. That’s confirmed by our chart of the total 
households (as a percent of the working age population) and the Civilian Labor Force 
Participation Rate, which has dramatically improved, demonstrating labor market tightening, 
since the onset of the pandemic (Fig. 16). However, these drivers of the headship rate could 
be outweighed by weakening US population growth. 
  
(5) Population growth slowdown. From 2010 to 2016, the number of adults in the US grew 
by 2.3 million per year, on average, the FEDS Notes article observed. But since 2016, 
population growth has slowed—to about 1.5 million in 2021—largely because of reduced 
immigration (Fig. 17). In recent years, actual immigration growth has come in far below the 
Census Bureau’s low estimate. 
  
(6) Immigration the underlying offset. Under Census’ low immigration projection, the FEDS 
Notes piece highlighted, the adult population in 2030 would be about 5.5 million lower than 
would be expected assuming historically consistent immigration levels—implying roughly 
2.75 million fewer households at the current headship rate. The lower headship rate 
suggests either many more vacant units by then and/or less housing construction, the Fed 
economists expect. 
  
US Households II: Golden Age for Landlords. The post-pandemic era has been called 
the “Golden Age” for multifamily housing, and we think that’s true, as we’ve often discussed. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDXm3q90_V1-WJV7CgQNTW4thxkB1Nwt5SVnzcqQ44NRgGW38ln6L618cPHW8Dj--H1cp3Y6VkXxgG3zrCWrW4Vx8_N64-DxfN4DzX94fgZcXW89hytq8vrf2ZW3Tqm2Y5whfv7VYfTXp64yLXVW3wdC4X14vnckW6fb8k17VfXBQW3RtsLB6zD8kLW5M9t0M5sDRb0W903_dq1Q3c5FW5KPPsR3pLZChW7RjSwB8SF9rXW575gfK7jPXv4W43fW1c7WLbqqW1skJ7H5FKHbTW1hLCYV62Kvx_W880RFF1w_XP6VTX7P28gmDm8W90KlCx7RRF7XW1srtMc761-QWW59rKv37xs3FdN4459xzLFswWW5yz4KF42f21QW5Hy-7D13H8mWW5HjX9W12tWdq3nqv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgSPCW8r92Qh1l_-J1W46KRFJ453tjWVTS2cQ25CcfrVrdVFv8Wp2yJN29SQHVTGX9YN6lRMJgDg_scN1Y83y1Jq-VLW6dRwqr8LgrC-V6L0wj215ZtbW3zfS6m83l78JW1Qv9yD6KLz6XVbkz9p1sZBSsW65cfYx5FwbPhN90xQJJ2MW6lN6441R7fz9K4W8-y0Hq2dfYwxW9fMDsB74B_zZW2SMHQp2P9tzXW8n-mzg7_ZPRTW4ZQc817czr4lW7z_t6d6hm-LjW4MYsYn7WG24S3jNH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgSPCW8r92Qh1l_-J1W46KRFJ453tjWVTS2cQ25CcfrVrdVFv8Wp2yJN29SQHVTGX9YN6lRMJgDg_scN1Y83y1Jq-VLW6dRwqr8LgrC-V6L0wj215ZtbW3zfS6m83l78JW1Qv9yD6KLz6XVbkz9p1sZBSsW65cfYx5FwbPhN90xQJJ2MW6lN6441R7fz9K4W8-y0Hq2dfYwxW9fMDsB74B_zZW2SMHQp2P9tzXW8n-mzg7_ZPRTW4ZQc817czr4lW7z_t6d6hm-LjW4MYsYn7WG24S3jNH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDWN3q90pV1-WJV7CgzNFW1JVGG-83FLp-W6ZMCrN2pgfxwW59zcXQ77_10wVP4yDp43XfgfW120FlT85Rpc9V1Qyt-88MkDyW6V1HnB2zr4c-N7XWbVy6fGthW3t2QlC5HBKHhW6wF6bw5mDjf_W3m26t_6xWM00W8KB7N460L0NgW5_6V259dpDFXV5Nsm04Ns5rpW2g1zcY6mX5QVW4h9yk999VTQ8W41gmwf2yc72XVBKNN06Cp4kgW8ZBvvx8hwX97W63CDZ-1VbzlvW8h5QDY30LZ8xW8vyp1W6LtdsWN33tFqfy6XpDW4qMHFb6rkhKpW6VYknn3YPKqgW2NFtQs2mH3G839pD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgPPfVTwTT-6lvLQCW2Jfrxr4sd9DnW8Sq8WD74NV0ZW84jf9v4dsQGCW6rbKpC1g8ZhpW6_z6Q127dpnvW2JSJrH92W-L0W50hs6j2PWqVxW6dMSHv69xpVQW21j-R37Gh_r2W95bzX48M27rcW1vwJF93GTwgSW7YbVxy502R8lN19yGw4_l_LvW6XWpvC5-2WSMW78kgS55gmVzrW3pmTHw25dmTcW1-k-PX67DZR5W5Xkx9n3n1fgDW3330p_44HvFmW1TN6CJ1kbpYFN5wPF1mQ6trw396M1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgKlFW2z45qC4SBScsW6jjbX-3grZhBW1sPHYL2CnXRDW5Mzh381YWF7CW7bT2cb1-KvsMN6Dt3jl4bHCsW4vK5py5K04g1N18wRRGRGdmCW4Y8gVw89NytSW155wdY3pDDPwW5QDD5V8p9q_qW4H541h3f7ZwWW15SSqP16ZlxpW3TCDmy2XNHGRW7J_Zg24c2CXdW98qwG_9bPR_1W4JSpnG6wlF9rVbkT461wBFv6W2pBmYV5GY-8RVXxk927qqjSTW6wKXW34Lf-CJW3XznR52Whxvw3jQy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDXm3q90_V1-WJV7CgGTwW1WxbYq1yk1sHW5lrNHr5j_kvsW1tdbgZ5dnMnlN4RF73P5J6F5W4Z3S8y5Jr9xZW5ZLQLr5LQGd3W7qmXG17Q__D2N1-J0kMGncjfW6zn9Yz6lKQ6rW2pKQXc1x0B7nN47cVBV4g73QW2Fbpl16Z91zQW6CCqwy8r_M8lV5s_m15s8dHRW4-7BtF4czB4cW5L0Hpv70XVwhW3NQYb55zkgdrW3ZNFNW1KHS80W7J10Nh2_dL9CW7M23Wv6cWDM0W5GjHX-2LZ3t5N1KxwrbddB8FW8jByh24fqYZhW7c4V7w34-FzBW4_1khJ533dyYW1Z94D34fYVBdW1H9zjb1dklK0VrLLTW5CVyX8W5rw7pF3RsGSgVB3bqR2JQjzx3ptk1
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Landlords have been a big beneficiary of household formation following the pandemic. 
Rental vacancy rates hit 5.6% during Q2, the lowest in over 30 years, according to Census 
Bureau data (Fig. 18). In turn, landlords have been afforded the opportunity to raise rents 
pretty darn high (Fig. 19). Generational trends also point toward greater growth of renters 
than homeowners. Consider the following: 
  
(1) Millennials & Boomers living alone. Most younger adults moving out of their parents’ 
homes after the pandemic are moving into rentals. Mostly that’s because owning a home 
has become increasingly unaffordable. Seniors living on their own because of recent family 
circumstances also tend to rent rather than purchase a home. These trends are apparent in 
the Census data on post-pandemic household formation by renters versus homeowners 
(Fig. 20 and Fig. 21). 
  
(2) Zoomers want to zoom into homes. Generation Z, colloquially known as “Zoomers,” will 
be the next generation to age into moving out. Nearly 90% of those born between 1997 and 
2012 want to buy a home, and nearly half of them want to do it within the next five years, 
according to a survey by Rocket Mortgage. But desire and ability are two different things. 
Millennials think they have it tough, but Gen Zers are facing the steepest housing prices in 
years, especially relative to their starting incomes, wrote a Gen Zer for Next Advisor. Like 
Millennials, Gen Zers too are saddled with debt and limited savings. In other words, Gen 
Zers are likely to be doing Zoom calls out of their rentals as they age in place. 

 

Calendars 
  
US: 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. Thurs: Headline & Core PPI 0.2%m/m/10.4%y/y & 
0.4%m/m/7.6%y/y; Initial & Continuous Jobless Claims 263k/1.407m; Natural Gas Storage; 
IEA Monthly Report; OPEC Monthly Report. (Bloomberg estimates) 
  
Global: 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%. Thurs: China New Loans & Total Social Financing; . (Bloomberg 
estimates) 

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgJ7jW5Cx3RW26Ln0gW3F5WmV3MD5jLW44rVMK7wqqyLW4hRnVv5cVXjBW5jNW105fb3BXVx1XcF7fn2G4W3_7_Vy6ShwWQW3rkbP589pZWvW762lh-5j7rsnVvy0Hs7-qCXGVMyPq23kmTp8W4Jc6Kt7Ps6S1Vkz29D1MTfN1W1WkLRb77N2TKW59tp3B6T-jmpW5fBHFh3HLtrJW6p9vRH1xFzczW3Kkqbh6kgjGBW18mg9p2D_1vHW9gmf_m46-HqYW9jY8KW3nKVnRW3MvBwV4K1g7t3lsY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgFVsW4KLWQB7t3-S5W3cryLR1q_wC8W2Ts6ln4xLgBpN6qVYKsFGT3JW96LTyV8P05bZN8rKyRZBFmlvW3zrMZg6RXz-nM_DHxYdtLsDW3rg7JC2NQGFQN1YwmMgtkNBnW9dSwhy2R2921W5yVDD_7gxHsyW7n789B4QJNbqMybCdNM1LrGW3w794_7V3k9DW85SwQT7Pf4SgW4J404f1tvwgnW777PTR3BTrJXN6XT9rKXTRw0N2xQyZmsVR-tW8bGHLN6StyPVW5FjTxS18wV_j3mnY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgFv4W2WntN12YXw7KW78kzVV78LkkPW74LFnW6ld3Q4W2-ClX53wVZfcMTTY8y8p5-3W6hPVHP7VLV8FW31JBrv2qt_f-W99nmW26hwhyDW1Fb73s1yS2LGW140XDM7pS_0ZW2MWZW18GRWyKW7rp8Dc7f-L2lW12jPkp1sJYypVmlVvR8ptttqW5KDBsw1zbK3MW5XNs1R2j9dtGW6kK82Y6Zyk8lW96kF_M8-zVGDW2MHWjy4TXQhxN5rT5SQTKTNrVk8Bhc3mwglKW648vVv2XqHDB3mNb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgPr7N3bLKjFxjGT3W8xKJRs4-jK9qW8W5vbL7lYmcCW428BV98jjNl8M9r0tGhvWcgW8gCbtr2L6l3lW5t7kDZ7DGL6fW5m7b874t81mvW8yYCn-8rG-kZW57kMN52gtk8WW4NKrsn4M-M4HW64_L8w53Kz0tW6lZWCb3btnHtN620RFpN99BjW7TcrXg4qh-qLW5QwNmq3kg-ZXW8Wdxrn6Y012wW6C8xsf2RC2XmW3NhbbX1jQHVKW8tg24h8NvYHdW703vsL659mg-W49rlP11qXjYt37K11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDWN3q90pV1-WJV7CgK7WW17_W838h62ZvW8XJ5g_1ZKmd2N7z5YRqQLVfHW5_Tg8l2YvYJSW4Y_wL95B7TSRW1NKbrM3S9FrqW2ZrZP04Ng9wYW7QRDyY3fGSBGN7W8vRwrzHWwV1SVSx3KWvj0W8nW4v76W_Dn9W62Hdb35wCxH4V70TG_4zFtRtW5PKbQc7Vr-F_W6xxLHw5QRvQvW8flCK74PZQ4WVgkKW51QlBx_W4hylD_5krBlTW1cHrrr3xJBphW77lPVJ8478ljW14WZ0h2j7KznW57Z7501jpsygW2ZDlc276PwKxW1v52n65nJ5hcW9b1sV32sFJTgW8R2lQH3j5dt43jl51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDVB5nKvpV3Zsc37CgN4xW2jmn0_7BvPV7W82Mjns6zVxw2N2pj19FsBM9NW2x8Sl06FPDrkW4ctBkB2zkVFqVrPRx22gDlTrN7-CCvSmG8RXW3lnN__7f57QTW5QGVKw3c_TgtVh0n7Q2YRZX9W13n21m4NTrxsW5HNd4-13Q79SW7t2hc31_0nnwW137sBK3LS2WqW2gCsCh7JhlWhN5G-lbmSdDYHW8qd_l81X685WW7hs3qd25bl2QW48tD6z7VQpN-W6LttJz35ycBMW4d46qv7nD5f4W1MR0KD7q59rnW90Zb4y3HGfL0VR_7jj8C8sN7W3R88xB97vPqnW8c4fv_408JYjW2d7Z7H6WcWy5W6-PKG55L2W6wW72FYR-6HNyRgW3VmQz0278VhfW4SgTHR8crpVHN1_DYC9k8KxZW4q8lGb8mmGYlW4Yt3WT1WMcbP3nXV1
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Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index exited a bear market 
last week. Since its June 16 low, when Growth was in a deep 31.5% bear market from its 
December 27 record high, it has surged 18.0% through Monday’s close to 19.2% below its 
record. Value has risen 8.6% since its June 17 low to 9.0% below its January 12 record. It 
had been 16.2% below its record high. Still, Growth has tumbled 18.1% ytd, well behind the 
7.7% decline for the S&P 500 Value index. Growth’s price index relative to Value’s peaked 
at a record high on November 30. Since then, Value’s price index has dropped 1.4% while 
Growth’s is down 16.1%. 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 8.4%, but its STEG is 
lower at 6.8%. Value has forecasted STRG and STEG of 6.2% and 9.1%, 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 21% since then to 22.3 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 0.6ppt 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 0.4ppt to 11.0% from its record high of 11.4% in December. 

 

US Economic Indicators 
  
Productivity & Unit Labor Costs (link): Productivity in the nonfarm sector continued to 
contract during Q2, falling 4.6% (saar) following a 7.4% drop during Q1, with output last 
quarter falling 2.1% (saar) as hours worked rose 2.6%. Versus a year ago, productivity is 
down 2.5%, with hours worked up 4.1% and output only 1.5% higher. Meanwhile, unit labor 
costs soared 10.8% (saar) during Q2 as the drop in productivity coupled with a 5.7% 
acceleration in hourly compensation pushed costs higher. On a year-over-year basis, unit 
labor costs soared 9.5%—the biggest yearly increase since Q1-1982—as hourly 
compensation climbed 6.7% and productivity fell. On both a quarterly and year-over-year 
basis, productivity can be volatile. We track the five-year growth rate of productivity, which 
slowed to 1.3% during Q2, still above its 0.5% trough during the final quarter of 2015. We 
still believe productivity growth is heading to 3.5%-4.5% by the second half of the decade.  

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgJr7W4FM-TV96xF38W4DK2yS4Q2k69W5DnbYn2DSm_FW3VTpN82w6P4MW6Sv2rD4VYnqpW53V2h34WQkP6W1vw7D04B95dwW6_L9Kf7yn0VxW2Dc4987BYxCXVnH3bw4hLJlSW2B5jxS2fYrpnVKSFt729hJ9GW4BflbD2bSrVRW8WBVbm1PR7vqW3_Kx2_5LM1pFW1y9RXl6HY3GwVtnF1634J3B3W4L1T2M6LX7FrW414MHC7yZt0SW8ljpJl6tP1GCW98f2-Z2WlsyhW9b7qGP4Z0CMT3d6b1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsTJ78XqHb3W18xmCP5JdwVGW3hB9jJ4Nx64mMZjDW93q8_QV1-WJV7CgK-fW1pXHPF7DcR7sW4p2BrH8lvW-HV6xCFL6N8-X2W4v4P0G56s-8lW65jMQt29SJH5W4B6szX5sZXC1W5_1-gG89W6WfW6VnkqX4RvXkTN8ppJSdXr99DW96BK8S6txK4fW8yKcql6MBrY1W2dmMr_3qpgX0W44mftG51wXRMW87q5N06qG5qGW5QNHrT7k2WD3W6D7rxd9fzT8JW55hq6Q91J6_TN8Pn4w46c-0xW6Bz5V631t2k7W7_zBl497tnSpW8-5RzK7htGrfW7wyPKY2jdjdG32Zc1
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NFIB Small Business Optimism Index (link): “The uncertainty in the small business sector 
is climbing again as owners continue to manage historic inflation, labor shortages, and 
supply chain disruptions,” said Bill Dunkelberg, NFIB chief economist. “As we move into the 
second half of 2022, owners will continue to manage their businesses into a very uncertain 
future.” July’s Small Business Optimism Index (SBOI) barely budged from June’s level—
which was the lowest since January 2013, inching up to 89.9 last month after sinking from a 
recent high of 102.5 in June 2021 to 89.5 by June 2022. July’s level was its sixth successive 
month below the 48-year average of 98.0. In July, six of the 10 SBOI components fell, while 
four increased. Current inventory (-3 ppts to 2%) was the biggest drag on the index, 
followed closely by expected credit conditions (-2 to -7), while the remaining four all edged 
down percentage point: current job openings (to 49%), capital outlay plans (22), earnings 
trends (-26), and sales expectations (-29). The percentage expecting the economy to 
improve (+9 to -52) was the biggest positive contributor to July’s SBOI—but that was a 
bounce off June’s record low of -61, with the remaining positive contributors small by 
comparison. Plans to increase inventories rose 3ppts to 1%, while expected credit 
conditions plans and hirings ticked up 2ppts and 1ppt to 20% and -7%, respectively. Last 
month, 37% of small business owners listed inflation as their biggest problem in operating 
their business—the highest since Q4-1979. The net percent of owners raising their selling 
prices on goods fell to 56% in July from 63% in June and a near record-high 66% in March. 
The report notes that while the decline is “significant, the net percent still raising prices is 
inflationary,” with a net 37% planning price hikes, down from 49% in June. As noted above, 
labor shortages remained a problem, with nearly half of owners reporting they could not fill 
job openings. Meanwhile, 32% of owners reported that supply-chain disruptions had a 
significant impact on their business.  
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