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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays of the 
Monday webinars are available here. 
  
US Economy I: Is The Recession (Risk) Over Yet? The S&P 500 fell 23.6% from its 
record high on January 3 through June 16. It did so on fears that the Fed’s increasing 
hawkishness, sparked when inflation turned out to be persistent rather than transitory, 
would end in a recession. The S&P 500 is now up 16.7% since June 16 through Friday’s 
close. Does that mean that investors no longer fear a recession? Apparently so, but Debbie 
and I think that fears of a recession might make a comeback later this year or early next 
year. After all, this is the most widely anticipated recession ever, which is why it might be 
like waiting for Godot! 
  
Consider the following: 
  
(1) A “technical” recession? Everyone not working in the Biden administration seems to 
agree that the US experienced a “technical” recession during the first half of this year simply 
because real GDP dropped for two consecutive quarters during Q1 (-1.6%) and Q2 (-0.9%). 
In last Monday’s Morning Briefing, we explained that there is a good chance that one or 
both of these quarters will be revised up because the spread between Gross Domestic 
Income and Gross Domestic Product has been widening significantly in recent quarters, 
with the former growing faster than the latter (Fig. 1 and Fig. 2). 
  
(2) Coincident indicators. We also explained last Monday that there is no recession evident 

 

Check out the accompanying chart collection. 
 
Executive Summary: Today, we sift through the recent economic data and recent Fed head chatter 
for clues to the critical question: Now that recession fears have abated for 2022, what are the odds of 
one in 2023? … We give 60% odds to a slow-growth scenario, with GDP growing 1.5% in H2-2022 
and 2.5% in 2023; 35% odds to a recession next year precipitated by the Fed’s inflation battle; and 5% 
odds to a boom scenario. … Critical to the recession question is whether inflation is peaking. We think 
so but need to see more evidence to be sure. … And: Dr. Ed reviews “Elvis” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgKJvW483q6h3BB0CvW2MmsqR3KtYqDN4bZL9GnWC_zMBxzL8yhnh3Vzf1d97lBX6zW39lbD9420ZtCW8NkL2-91_BJnW164S2L8TzzNnW1bDFqW56YZRcW3Rb3_Y5bHQmYW95cytb46Jv4RW42wwGX8NHm7VW3KDSZf4jxbNWW3j6NCN4dXx8vW4KH3pT68lzvsW8FFTNZ4DyrLYW7HdrZx7-CwcSW5xZlDy6jlh1QW8gdKs88ljmH8W83b1M23N33PnN8mVPZcMXf70W7BKDF64zSbKX3bqM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYy3q905V1-WJV7CgzWhW7X1zH73q0Hy9W8t5wcz5yCv0VW382Lh04NzzVmW2ZNG1c2XLTjVW92R-VJ2x-g7NN6WFNK7tMtwqV7Xl7v1cD-pmW3Jv5W321tBptW7gqwW52gxwlbW7GYK4Z6N9NMWW6NJXzh185sP5Vpt7j94xLm7NW18L3pl25v_v3MbG1gktdW-RW4rpGgk9dSb6yN5qTBqHJLnmnW6YdqvT5w6pBjW58VF4Q2Xv8BQW4gq_Nj8nnZ1XVcVfcH8W6m1LW2QXwDv5wk5FTW3wN-_f7Hy3MkW4DWNvR1zf3BkW69jbjq37k-py37vF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgXrKW39spQG7GFfhxW5k-Ykn5xRmMpW3czJd9357yrlW1hKdQm7jhLJrW14XZ3g1sCtw3W1n7P-w7zQ7hfW5jTk8t5_QWp8W5M2xhs2_zND6W718sFF4NywrzVPP1p66qxg3xW94_xzJ4cYGHsW6R175X7mDtrbW4bZCCJ7NtwCJW1GPsq23NkNKjW4vRcGr6HTQG2V3QBpG6p3g_hW2vm6WB96f6kKW97rP_l8YRh6pW2BQzZY8qrCS-W2Qr9yf101fPpW3KMCQl1ThBnsW3DwrtD28wd-S3f3D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgTFhVY-MPK4jYwjpW7xz91K6YxcftW1wVTj93LJmL-W5-SJKl3HBX6mW7P-_c47RC8lLW3cY0Kb2Yxd3PW2Jc97R15nLDhW5FP8jH2dMcmxW46J9mB7wlwkCW12SgfK72rpQbW7KM3f72tCzHrW6fW0hH8-Rm3MW7Kf9cg29FXgbW9j1Ny18h797FW9b1L504B7LDmW27z6d95p_rl-W1J0P1f1rt-phW55xBlM7PmjrqW9cxyb33tjz6zW33h6Rj7NhpWlW4SkjLg7YYdhtW1RgyX68c_WQB32Kt1
https://www.yardeni.com/pub/cc_20220815.pdf
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in the Index of Coincident Economic Indicators (CEI), which rose to a record high in June 
and probably continued to do so in July (Fig. 3). That’s because payroll employment is one 
of the four components of the CEI, and it rose every single month during the first seven 
months of this year by a cumulative 3.3 million to a record 152.5 million during July (Fig. 4). 
  
(By the way, over this same period, the household measure of employment rose by 2.3 
million. The household measure counts the number of people with one or more jobs 
including the self-employed, while the payroll measure counts the number of jobs excluding 
the self-employed.) 
  
Another component of the CEI is real personal income excluding government transfer 
payments. From July’s employment report, we know that our Earned Income Proxy (EIP) for 
private wages and salaries in personal income rose 0.8% m/m and 9.6% y/y during July to a 
new record high (Fig. 5). However, on an inflation-adjusted basis, it was up just 2.9% y/y 
through June. 
  
Nevertheless, July’s CPI, which was unchanged during the month, suggests that both our 
EIP and real private wages and salaries in personal income rose solidly last month. Indeed, 
a separate Labor Department report last Wednesday showed real average weekly earnings 
rose 0.5% in July, the first monthly increase since last September and the largest gain since 
January 2021. This suggests that July’s real retail sales, which will be released on 
Wednesday, should show a solid gain and boost the real manufacturing and trade 
component of the CEI. 
  
The fourth component of the CEI is industrial production. From July’s employment report, 
we know that aggregate weekly hours edged up 0.4% during July, suggesting that industrial 
production was a positive contributor to the CEI last month (Fig. 6). We will find out on 
Tuesday what it actually did. 
  
(3) Leading indicators. The bad news is that the Index of Leading Economic Indicators (LEI) 
peaked at a record high during February and is down 1.9% through June, with four 
consecutive monthly declines through June. Such weakness in the LEI has been a fairly 
reliable early warning signal of a recession, with an average lead time of 14 months prior to 
the past seven business cycle peaks, excluding the peak just before the lockdown 
recession of 2020. The lead time from the LEI’s peaks and the peaks of subsequent 
economic activity has been nine to 22 months. This suggests that the next recession might 
start next spring but could begin as early as the end of this year. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgZrlN1DsFGX5Vp6MW7P0yTl1xLWg-W91Cfnm5-p0wTW8rRnJh2XNWm3W2mCNvg49CkBzW7Mkpsg50pW78W2qG2Yc6r805MW2WX9Jk3PtWPcW4MrLTH9gk6pwW3BFPyW8VjpdWW8lKgdp6J6-rFN6T5HzV_w6gsW4xXjw57hgQW4W7tcvWR1xvVlhV1_GzW29LF91F14pl8wZZPpW23QkrB2W-Y5xW3c_Q385l7FBYW4Ddprx54bb-sW2xnhxC2wVdDNW5MqY9j8_9q0kW5_PJrX6st3gS38CM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgP8YW8PKClM8z_Jg_W8FY22l6R0blDW8NGh8D7dfwyNW2W6QxS8jBhfjW3xSS9b5Kgf-zW2wSgQj2ZqSX3W1-dBtk4fG9TjW4M3nN53xl9QgW5G9gC14VJtVlW3fhNqc7mCH83V1fk2N6QgBvYN7wB_P3TxcwhN7M9_VDNc1_fW396zqX6yw4FZW9f_9MY6cNmGPW90j6B416PtMGW4mLs9D92Yh1nW48zgWn5yFDQCVQF9b48L8_P6L97XkCs8zgW7_0PMP8jjT2FW7g5ZQ53nbRLK35NX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgT0xW4jnntn8XLmt3W8rFGV-6Wk78SV_jRcG472BCjW6pFrGW2HVDBrW2DP2Zf82SL0VW8cmjq52fv7nSW3yF_sK8YvbzbW82rdmp2L7hMMW8dMXVj8rw6PgW7XX4CL9k0kwKW7T6VnN8W0RLdW2V9BbR6rLXZWVX8-Yl8drdTvW547kwC4cDDq9N5klB_tTZ63_W2QxdWB3xCkwzW2Rpb9M3c0G-8N116kqsjnv2-W5qdjxS84fWbfN3VZPVQfxQp3W8mcK7B3kJDDVW1ZvyC86C_Y4q3mbJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgPgvN3LtP5Wr9qddMhl2HRfv1J1Vr7Hxj7n1vTyW2Ktqn64LjLNfVfyJvF6tCm2ZM8Fby53bfQbW2brYRB5JhXLzW3HFH4g8HZ5hHW143Ym-3lY3VbW8dC3q54Gn7jSW4qyzy7956jhRW2-JXcD8xjtWRW6JdCpN8PgPb7W4qsWPQ4tLPS1VMwpY95YnksRW4QjJJf2-pWs_N7gQj6Zb_-tDW17Lk5b6ZKfQsW4lNC1K91Q7BlW512phf8Sy68SW4Cx1Qm4WjL-RW1S3ztJ1TBpg53ktZ1
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Then again, we might learn that July’s LEI was up but not enough to match February’s 
peak. After all, the S&P 500 is one of the 10 components of the LEI, and its monthly 
average of daily data rose 0.3% m/m during July after falling 3.5% in June (Fig. 7). On 
average, it has peaked five months before the previous 11 business cycle peaks excluding 
the 2020 pandemic cycle. This time, it peaked on January 3, arguably anticipating the 
technical recession of H1-2022. If so, then the rally since June 16 may be signaling better 
times ahead for the economy, unless it turns out to be a bear-market rally. 
  
What else do we know so far about the components of July’s LEI? Initial unemployment 
claims will likely be a negative contributor. It recently bottomed at 166,000 during the March 
19 week and rose to 262,000 during the August 6 week (Fig. 8). We know that the 
expectations component of the Consumer Sentiment Index, which is included in the LEI, 
jumped from 47.3 during July—which was the lowest reading since spring 1980—to 54.9 in 
early August (Fig. 9). 
  
The yield-curve spread between the 10-year US Treasury bond yield and the federal funds 
rate should be a big negative LEI contributor in either July or August because it narrowed 
dramatically when the Fed raised the federal funds rate by 75bps on July 27 (Fig. 10). 
  
By the way, a useful leading indicator for this spread is the one between the 10-year and 2-
year yields, which turned negative in early July, signaling that a recession is still possible in 
coming months. Melissa and I believe that the 2-year yield mirrors the market’s prediction 
for the federal funds rate over the next 12 months. It currently shows a peak rate around 
3.25%. 
  
(4) Hawkish Fed heads. Ever since Fed Chair Jerome Powell’s July 27 press conference, 
Fed officials have been scrambling to clarify his comment that the federal funds rate range 
of 2.25%-2.50% is “right in the range of what we think is neutral.” He added, “now that we’re 
at neutral, as the process goes on, at some point, it will be appropriate to slow down” the 
pace of rate hikes. The financial markets optimistically interpreted that to mean that the Fed 
may even cut interest rates next year. The other Fed officials have been walking back 
Powell’s suggestion that the Fed is nearly done tightening and trying to stick a pin in the 
market’s notion that the Fed may be cutting interest rates next year. 
  
Following last Wednesday’s news of a drop in the CPI inflation rate, Minneapolis Federal 
Reserve Bank President Neel Kashkari said that despite the “welcome” news in the CPI 
report, the Fed is “far, far away from declaring victory” on inflation. Kashkari, who has 
always been among the most dovish Fed officials, said he hasn’t “seen anything that 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7Cg-fCW3kKvmc8nZKjMW2D_hY263wm4zW79XnXd6WtwcCW29nbJw69yMlzV2Y4Sn3GpVWxW8b8G_q7540lBW4mWgzW3tcC76W6lN70d5fDz15N5MYw0XYrfJ8W3x506M6ts-X4W17y8Nq90SGyxMb5fj65XMhRN3sKST6ck9scW1rcvrs4s1znMN4-dZqB25PNRW10xdwS6xwV5RW2K3Rm68hwCvFW6b0fXM6dxQ5xW5B0QJY2c77yGW6LQS4b3g0t_YW1pC-yf3mypbQW6M37LC46Bsyj3mZX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgV3zW81s4Lf7Vjv7MN5Qg7brGvRSbW7JwPvS3GtF6JN3d8tvs1LrfGW1Zghgl2GXWnMW8GRxPC8D6_NNW16R56V4MFBhzV3KdhX5XdkgMW8jN7VM8_b3yxN3JVwJC-pJ4zW29bZnY1N3MjpW86dxgJ2b7_kTW49B0SG6T2QwwN426SRDslHPXN62V7TQxFWZFW1wYD_01ZRFvlW3v_5St37xpLpVgmk-R7f4Q2JW6W6VDw7qbdkrW9gQ8LV8qKc-wW1wkqln2b43z7W5ZJLWz2trNVq3h1T1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7Cg-hMW7s-Jml4N1nHcW6Qpcp08NMRQtW309JDh3Vf7SJW48KQHP4p8CrKVB3b7G6CTd_GW4b7RcY66NyVmN8TWdQlfclB9W9hZ7Vx4fp2TSVbz-sK2Lt9K8W4fglyf3yj6M4W1_CpsX6_4yyzMY80yWWkmLWW2WwcYK7jzWkJW6RnpgV7NL7njW8xTGzr4gFgLGW5VxJnZ6zMhzlW9g1LD-6vbkfgN74sW8kttMYZW2Z6rq31-zcq2VrFm_46hSHMsW2HXRQM8q_3vlW6jyHgw7qgSmy39bv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgP4nW7W1F2v1Vy36LW3ZF0kw75NfgZW47z06Y9cflzKVfs1J72x91gWW8dMFth5gNSNyW38nZBJ7_bbjDW3s_tjY26VRv7W2nZVdW5pm3Y4MR8S7gyw88BN6Nh61dMkXzBW5mfsNV3-4-PJW5dRwNH5b9fhWF64R6-QLprSV8yZzW4qJChvW7Tsv_J4Tzd3MW6l_qbV7k0c1gV7mdH63Z7GKkW2_TCbr3T61csW656m937L3dyqVfdcjT6dBRtMVVMgzY3wFvydW4fzft94sy8kw33NG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYS3q90pV1-WJV7CgQFyW3XLXp77BvQzVW75kNPb6FvNSmW8tCNTy7-X3J8W2zZ45z8Qbm1ZW8q1RS15zd13hW12qCQD44_49dW2jnmHY3JKhrLVD8g8Q6cN044W379-4K96Nt3gVWm3cP42tcPYW450-622tFvD_W7NTT9z851B9-W7v4R055hhjXvW8RLXP64sVGKVW2fttjG57ZR5RW4dMtml2cKwgPVh5Zm-8STV0LVvVtCf7dmHNbW80zhDz7rqfDFN1hXm7-8S88TW8-VZm83Ph139W22cRq_11P1pRW2RHkRY8WpzksW6n3NyL3fXpgGW1kKGHm6RDtJZW90dw6Z4SPT7k32r11
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changes” the need to raise the Fed’s policy rate to 3.90% by year-end and to 4.40% by the 
end of 2023. That probably makes him the most hawkish member of the FOMC. 
  
Kashkari did acknowledge that raising rates so quickly could push the economy into 
recession, and that a recession could even occur in the “near future.” But most of Kashkari’s 
18 colleagues think a little less policy tightening may be enough to bring prices under better 
control without causing a recession. 
  
Among them is Chicago Fed President Charles Evans. While calling inflation “unacceptably 
high,” he set his target rate hikes at 3.25%-3.50% this year and 3.75%-4.00% by the end of 
next year, still somewhat higher than Powell signaled after the Fed’s latest meeting in July. 
  
(5) The Chair’s guidance. Powell did offer a bit of guidance during his July 27 presser. He 
said, “And I think you can still think of the destination as broadly in line with the June SEP. 
Because it’s only six weeks old.” 
  
“SEP” stands for the “Summary of Economic Projections,” which shows the consensus 
forecasts of the FOMC participants for the federal funds rate, the unemployment rate, real 
GDP, headline PCED inflation, and core PCED inflation. Back in June, they expected the 
federal funds rate would be raised to 3.40% by the end of this year and 3.80% by the end of 
next year. (See our FOMC Economic Projections.) 
  
According to the SEP, that’s restrictive enough to bring inflation down but without causing a 
recession. More specifically, real GDP is expected to grow 1.7% this year and next year, 
with the unemployment rate rising to only 3.9% next year. The PCED inflation rate is 
expected to fall from 5.2% this year to 2.6% in 2023 and 2.2% in 2024. 
  
(6) Dr. Copper. The CRB all commodities and raw industrials spot price indexes peaked at 
record highs on May 4 and April 4, respectively, and are down 8.3% and 11.3% through 
Friday (Fig. 11). For now, we think that’s a better omen of lower inflation than an imminent 
recession. 
  
The price of copper is widely watched as an indicator of economic activity. So its plunge 
during the first half of the year seemed to confirm recession fears (Fig. 12). However, it is a 
better measure of economic activity in China than in the US. China’s economy was 
depressed during the first half of this year by renewed pandemic lockdowns and the 
popping of its property bubble. The price of copper has rallied in recent days. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYy3q905V1-WJV7CgKK2W8m4QGM4Vhn1VW2Q50hq2vDcN_W7MPJtr1PZtQhVqm_F573gPBCW1w2SMH1F2rgNW8j167Q3BVR_0W8L7gP78hhNbzW3YxtpV3h5Jh3W7hcBh21DgSTdW5m8FGP6x6nbMW46880Y4wb-kPW5n8-k92p09snW3-SDcl3FgrkmVtgqhR1XLzfxVdT3rj5Dn1QtW6W2FPq3SgdrtW5qzZP37dcx7tW22XLQj6H4_MGW7dv-5M86F3z4W666nTq8Kv7yXW5z-X6r2ZZVYRW42V3qh66Cbv9W5Zpp0k7N1v5sW8fS_D96nWR-x3p-b1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgQDtW70ZpR_50Bzj-W67jZVq5jV2fFW3ZY_rK1RKjP2W7X9W-C7_WMKzW8-HqdX64Lmv2N38QX87vyxm4W8HSpH49c2XzzW5VRHSw8XqbkDW65r6l73wRLyxW4xs5nW4jDW3_VFcWm480mZK-W5jBNVy7v-lWyW3fWpYm6LN8ZPN74zbvqtt7b7W7vkD2q7XvM3YW3lcbWm4Cjd7RW2wkFdF5MKsh1W5vN6wR7mv56dVCSrqT4J5g1GW8yMVrZ3vW2YGVYksb62rLx7GW3HP2JZ3s1-dt21y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgYB0W5ZqT5h2lcwXTW609FWS7rsxhKVgGHcW50zTcFW2f2z5Q5_cl70W2TgHBr2KTcncW4XnQrj6vfFZ5W1fcVRS1r8Xq5N5BZzqPwn3sMW762hNb8jB7X8W400F938QGyZvVyCVcY5JmdsBVsXdyG57tLZQV-FgWq3xGZGtW4MV3jk1Qh7jPW8jtbFv8dk1SHW6sPt6k88JNVRW4L3Jxx8hL2ZjW3V8HtR6pksWZW3jn2bx6DlJtfW2ywrSM4pgmk6W711nkm97QVb2W7z_lnL3KZdD136dS1
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(7) Money supply and QT. What about M2? It has declined for two of the past three months 
by a total of $72.4 billion, while the total deposits of all commercial banks has decreased by 
$146 billion from its record high during the April 13 week through the August 3 week (Fig. 
13). 
  
That doesn’t worry us, for now. M2 remains about $2 trillion above its pre-pandemic trend. 
We might get more concerned if it were to fall too rapidly toward that trend or below it. It is 
falling because the Fed pivoted from QE to QT (quantitative easing to quantitative 
tightening) starting in June. Meanwhile, commercial bank loans have been rising in record-
high territory recently, with new loans funded by the banks’ sale of securities such as 
Treasury bonds (Fig. 14). 
  
(8) Recession odds. So what are the recession odds now? They’ve been reduced, in our 
opinion, by the easing of financial conditions in the capital markets. The labor market 
remains strong. Consumers still have about $2 trillion in excess savings, and their real 
wages may be starting to get a lift from lower price inflation. Capital spending is slowing but 
not falling. Residential investment is in a recession, led by the single-family housing market, 
while the multi-family sector remains solid. Europe faces an energy crisis this winter but is 
still growing currently. 
  
So Debbie and I are more sanguine about the economic outlook now than we have been in 
recent months. We think that economic growth will be weak during H2-2022 but positive 
around 1.5% (saar). Next year should be a year of recovery (not recession) from this year’s 
mid-cycle slowdown. Real GDP next year should be up 2.5%. 
  
So here are our new subjective probabilities: We place 60% odds on this slow-go scenario 
and 35% odds on a recession, more likely next year than this year. We give 5% to a boom 
scenario. In the recession scenario, inflation remains persistently high, forcing the Fed to 
raise rates to levels that cause a recession. 
  
US Economy II: Has Inflation Peaked? Of course, notwithstanding the favorable response 
last week to the apparent peaking in the CPI and PPI inflation rates, the jury is still out on 
whether they’ve actually peaked. We’ve been predicting that inflation would moderate 
during H2-2022. So far so good, but we need to see more evidence to know definitively 
that’s the case. 
  
Movie. “Elvis” (+ + +) (link) is a long movie about the all-too-short life of Elvis Presley and 
his convoluted relationship with his manager, Colonel Tom Parker. Austin Butler plays Elvis 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgCNzW8x6SCt7XRqZMW3s34R24kxDHtW4V3GLN49vDCjW4Fm_mv6F47-JW6fG6h626Q0cBW17NR2H2VYYsMW778L4F5brdB5VDlHbY8wJh7VW2R01Z21ltW2vVsb-Gc3fHFWWW1mZdQw7FHn_6W6_D-qw5qTzmRW3rx8ZP153tFmW7rN3m31xmL9-W5fCgTJ8W8kN1W5d4gm43qBnXqN2zSDD8Rs_3JW86vkn36BymlsW7HQXQq48228kV2nw0d2mc0-qW2CRl0V8dG0ytW3NLG8_7Ns5wn36_g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgCNzW8x6SCt7XRqZMW3s34R24kxDHtW4V3GLN49vDCjW4Fm_mv6F47-JW6fG6h626Q0cBW17NR2H2VYYsMW778L4F5brdB5VDlHbY8wJh7VW2R01Z21ltW2vVsb-Gc3fHFWWW1mZdQw7FHn_6W6_D-qw5qTzmRW3rx8ZP153tFmW7rN3m31xmL9-W5fCgTJ8W8kN1W5d4gm43qBnXqN2zSDD8Rs_3JW86vkn36BymlsW7HQXQq48228kV2nw0d2mc0-qW2CRl0V8dG0ytW3NLG8_7Ns5wn36_g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgL1QW5FpDDP2QPxj5W1212JL3yRCfxW1v7zsb1ZDZq9W4Vxh2B3k1w72W2b1FW21wq5RkW7Rwjjt5X9N7KW45D5vw5qvV8HW3Js87p5GJ92_W1LC-G042VtC2W4yCrH38m61wMVhMSg62rg5qbW5FK-PL60Cs9hW1zfLny1VpBY6N7HmrH1kX3LgW4DYrvV4sRMGTW1RxxHy6kDVNQW79hr2C7Klp7fW2fLcT31Lfv4XW3cjZv67PZl4PW5GQsw26JyH59W7v0M1b98CWlgW8dV-T33rSGXw3mdF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgQY3VhghMx2hyPF4W1Nf8jm798HcPN94lB7hj323HW6P9dp54tLZ3LW6lPG7g6TrWLLVgyDkr65r3TDW8HTyYf8b_kztN4qFFqZQKgxGW6B8JYw62-1NBW4-JFng4pBJHyW1yr9ry5NcRSHW8N3vcT4Vl6RTW6Pd4zq69RXyGW5tgn_m2f2ZNWW2zDfqt97tH7zW3ln39t8nW-scV9jTw655N6MwW2NMpdw1z761HVr-1gr8CWNhVW31Vpst7GnDJCW2_9Lwf7rf_n_W7ggVw43fs4bW3fj81
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brilliantly. Tom Hanks’ performance as the Colonel is a bit annoying, but that’s the way the 
Colonel was apparently. During the 1950s, Elvis started a musical revolution by popularizing 
traditional genres such as blues, country, and bluegrass. His vocal energy and then-
scandalous hip swings and body contortions drove his concert audiences into a frenzy. He 
was without a doubt “The King of Rock & Roll.” 

 

Calendars 
  
US: Mon: Empire State Manufacturing Index 5.50; NAHB Housing Market Index 55. Tues: 
Headline & Manufacturing Industrial Production 0.3%/-0.1%; Capacity Utilization Rate 
80.1%; Housing Starts & Building Permits 1.54mu/1.64mu; API Crude Oil Inventories. 
(Bloomberg estimates) 
  
Global: Mon: Japan Industrial Production & Capacity Utilization; China FDI; RBA Meeting. 
Tues: ZEW Eurozone Economic Sentiment; Germany ZEW Economic Sentiment & Current 
Conditions -52.7/-48.0; UK Average Earnings Including & Excluding Bonus 4.5%/4.5%; UK 
Employment Change & Unemployment Rate 253k 3m/3m/3.8%; Canada CPI 
0.1%m/m/76%y/y; Canada Housing Starts 265k; Japan Core Machinery Orders 
1.3%m/m/7.5%y/y; Japan Trade Balance -¥1.405b; Australia Wage Price Index 
0.8%q/q/2.7%y/y. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index rose 3.3% last week in its 
fourth straight weekly gain as the index moved further away from bear market territory again 
to end the week at 11.6% below its record high on December 27. The US MSCI ranked 19th 
of the 48 global stock markets that we follow in a week when an astounding 47 countries 
rose in US dollar terms—all but China. The AC World ex-US index rose 2.0% and left the 
bear market to end the week at 19.3% below its June 15, 2021 record high. All regions rose 
last week, but EM Eastern Europe was the best-performer with a gain of 5.6%, followed by 
EM Latin America (5.3%), EMEA (2.8), EMU (2.2), and EAFE (2.1). EM Asia and BIC were 
the worst performing regions last week, albeit with gains of 0.6%. Sri Lanka was the best-
performing country last week with a gain of 10.8%, followed by Chile (8.8), Colombia (8.2), 
Mexico (7.4), and Ireland (6.9). Among the 14 countries that underperformed the AC World 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgYz4W91dz5j9dFZJBW7_2jJh9bWvg5W4_Mv1s6B2JKGW7M4Nhv76Ts3-W1XJxZv7TDdSfVNfVQn7NH4-kW74zQ4b1XLsT5W4GvNnS96lTC1W6bL21-6ZkdxLW8k3Vsx3phZLCW5hKgy_110g6vN31wSh56t0bRMtgmLNVhhJjN3mnNlsdK3THW3JwnQS512Y-gW8v8PQ87XYdZgW9g8Vtb88mm7sW4WTc4c7BYHL6W2VxW-974H6D-W2TzJW_7T031qN2_VtqnhxYjGW1X5zyr1pJ8VV3jxb1
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ex-US MSCI last week, China’s 0.1% decline was the worst, followed by small gains for 
Korea (0.2), Hong Kong (0.4), Malaysia (0.4), and Singapore (0.6). The US MSCI’s ytd 
ranking dropped one place w/w to 23/49. After lagging for much of year, the US MSCI’s ytd 
decline of 11.1% is now less than the AC World ex-US’s 15.7% drop. EM Latin America is 
up 6.1% ytd and is the only region outperforming the AC World ex-US. The laggards: EM 
Eastern Europe (-83.4), EMEA (-30.3), EMU (-21.6), BIC (-20.3), EM Asia (-18.3), and 
EAFE (-15.9). The best country performers so far in 2022: Chile (27.5), Jordan (20.6), Brazil 
(10.6), Turkey (8.0), and Indonesia (6.1). Apart from Russia, in which investors have lost 
100.0% of their investment this year, here are the worst-performing countries ytd: Sri Lanka 
(-61.3), Egypt (-38.5), Hungary (-36.5), Austria (-34.8), and Poland (-34.3). 
  
S&P 1500/500/400/600 Performance (link): LargeCap rose 3.3% w/w for its fourth straight 
rise, but was outpaced by the gains for MidCap (4.4%) and SmallCap (3.9). All three of 
these indexes are out of a bear market, but remain in a correction. LargeCap finished the 
week at 10.8% below its record high on January 3. MidCap is 10.2% below its record high 
on November 16, while SmallCap is 12.2% below its November 8 record high. All 33 sectors 
moved higher for the week, up from 16 sectors rising a week earlier. MidCap Energy was 
the best performer with a gain of 9.7%, followed by SmallCap Energy (9.4%), SmallCap 
Materials (7.6), LargeCap Energy (7.1), and SmallCap Consumer Discretionary (6.1). 
SmallCap Tech and SmallCap Health Care were the biggest underperformers last week, 
albeit with gains of 0.2%, followed by LargeCap Consumer Staples (1.2), and MidCap 
Consumer Staples (1.3). In terms of 2022’s ytd performance, LargeCap’s 10.2% decline 
continues to trail MidCap (-8.0) and SmallCap (-8.1). Just five of the 33 sectors are positive 
so far in 2022, unchanged from a week earlier. Energy continues to dominate the top 
performers: SmallCap Energy (42.5), LargeCap Energy (41.5), MidCap Energy (39.4), 
LargeCap Utilities (6.8), and MidCap Utilities (3.8). The biggest ytd laggards: LargeCap 
Communication Services (-23.9), SmallCap Consumer Discretionary (-18.8), SmallCap Real 
Estate (-18.2), LargeCap Consumer Discretionary (-16.9), and MidCap Consumer 
Discretionary (-15.5). 
  
S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors rose last 
week, and six outperformed the composite index’s 3.3% gain. That compares to a 0.4% 
gain for the S&P 500 a week earlier, when six sectors rose and five outperformed the index. 
Energy was the top performer with a gain of 7.1%, followed by Financials (5.5%), Materials 
(5.1), Communication Services (4.5), Real Estate (4.1), and Industrials (3.7). The worst 
performers, albeit with gains: Consumer Staples (-1.2), Health Care (1.6), Tech (2.4), 
Utilities (3.1), and Consumer Discretionary (3.2). The S&P 500 is down 10.2% so far in 
2022 with six sectors ahead of the index, and just two in positive territory. The best 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgTdjVfpzMv27GK5dW3HDtl41nKKyFW6VD9W44j-Tq4W2SPcyq88ZW9fW1dPxSz3s-n_gV4STzr8Q3Hf6VYWP1q2Rj5vjW30HLRk4D4t_tW16fm3F5_Tb43W4spXxl4k5nThW4722dx8jfSlKW3TyfVt2ZWvYSW77wm7Z8q1lBkN2ZcCYxpq4sGW73Vw_b64dWfQW2GgTS366_gM7W2vPJ1K1m831LW1gLnQF7S3DYYW543L2q8cKDP2VBp0hL1L_D3xW7cfccV3Xj1fMW7Qhhjm3ws3cv35tL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgQ79W2dkDJ161G_L1W3F8jp84kvq6JW5gYz4M1N6hMHW1wPd0j8W-yvnVdNZrj1PrCBwW7nkqTs5jd9F5N78JSjdgp8wLW8g_xmN7LnGmMVJ7Nf_6jK1ZFW4JH0K62RTLs1N8wsDF56Hgq0W83x68X7jMM49W62ZJmn3Xl09zW166NvY27sjX6N3z54mY6zYnPW8CR8pG5KpPPVW7BCVv02zsHhHW5z73zs6yVzFHW11TWF41PN7JfW5ZSkjX7x74CnW3thJpR5NYV4JN52-gd8Rq1-W39B11
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performers in 2022 to date: Energy (41.4), Utilities (6.8), Consumer Staples (-2.6), Health 
Care (-5.3), Industrials (-5.8), and Financials (-9.2). The ytd laggards: Communication 
Services (-23.9), Consumer Discretionary (-16.9), Tech (-13.8), Real Estate (-12.2), and 
Materials (-10.5). 
  
S&P 500 Technical Indicators (link): The S&P 500 rose 3.3% last week and improved 
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma). 
The index closed above its 50-dma for a fourth straight week after 14 weeks below, but 
closed below its 200-dma for the 25th time in 27 weeks. It had been above its 200-dma for 
81 straight weeks through early February. The S&P 500’s 50-dma moved higher for just the 
second time in 17 weeks as the index improved to a 23-month high of 8.7% above its rising 
50-dma from 5.3% above its falling 50-dma a week earlier. That’s up from a 27-month low 
of 11.1% below its falling 50-dma in mid-June. The index had been mostly trading above its 
50-dma from late April 2020 to early April 2022; in June 2020, it was 11.7% above, which 
was the highest since its record high of 14.0% in May 2009. That compares to 27.7% below 
on March 23, 2020—its lowest reading since it was 29.7% below on Black Monday, October 
19, 1987. The price index closed Friday at an 18-week high of 0.8% below its falling 200-
dma, up from 4.2% below a week earlier and from a 26-month low of 17.1% below its falling 
200-dma in mid-June. The latest reading is down sharply from 10.8% above its rising 200-
dma in early November. That compares to 17.0% above in December 2020, which was the 
highest since November 2009 and up from the 26.6% below registered during the Great 
Virus Crisis on March 23, 2020—the lowest reading since March 2009. At its worst levels of 
the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on October 10, 
2008 and 39.6% below its 200-dma on November 11, 2008. The 200-dma declined for a 
16th straight week. 
  
S&P 500 Sectors Technical Indicators (link): The S&P 500 rose 3.3% last week and 
improved relative to its 50-day moving average (50-dma) and its 200-day moving average 
(200-dma). The index closed above its 50-dma for a fourth straight week after 14 weeks 
below, but closed below its 200-dma for the 25th time in 27 weeks. It had been above its 
200-dma for 81 straight weeks through early February. The S&P 500’s 50-dma moved 
higher for just the second time in 17 weeks as the index improved to a 23-month high of 
8.7% above its rising 50-dma from 5.3% above its falling 50-dma a week earlier. That’s up 
from a 27-month low of 11.1% below its falling 50-dma in mid-June. The index had been 
mostly trading above its 50-dma from late April 2020 to early April 2022; in June 2020, it 
was 11.7% above, which was the highest since its record high of 14.0% in May 2009. That 
compares to 27.7% below on March 23, 2020—its lowest reading since it was 29.7% below 
on Black Monday, October 19, 1987. The price index closed Friday at an 18-week high of 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgQW5W521PhD21S9dtW8DBmXn8r29_tW2N4DFW7lpY3-W3mHbvZ3NtQx2VkBxxf50lR4CVFDDmS9kbMgjN8PjCKhvDCgQN7kwPj_8wRJhN77fbXyMM5N0W1B9nxL6fm183VCZxN13-bFLFVLgNfy1wQT-cVzGtgJ834-7HW6cw91h4q1tSGW3J1ZbY61JCFNW7tVxNd7ndRYqW6W7j_t90QS9FW6lVfvN1D78BtW1Q-T8m4GbbCcW6mg3x_70s671VX-Srp70FBwTW56W3rh4_5GmS3d8c1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgJZSVHlFdn2Q3ctGW6Yx3GG47-KvLW1NGfnd14f-67W44Scn61mz23tW8Bnbv368WNGSW3TnR7g5JL8L2W4VNF9s5X4Qc8W6HLTym7wqGv2W8g5Ntk25Gb4JVrVQC31nlFwRW3NCTQK1Wgz4XVZSgCr1FVTPwVJZVKP3LLk93W8PnhjP47-3ddW6br_MF3BsQSJW2bhPPK4hQ-mCW1HlT5l4nVD3zN4Zgk262c9H-W932pWQ6QL6wnW1wl2fC6Lg7zfW3_6jTJ3FY8BPVTHV2N22CZm439Mh1
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0.8% below its falling 200-dma, up from 4.2% below a week earlier and from a 26-month 
low of 17.1% below its falling 200-dma in mid-June. The latest reading is down sharply from 
10.8% above its rising 200-dma in early November. That compares to 17.0% above in 
December 2020, which was the highest since November 2009 and up from the 26.6% 
below registered during the Great Virus Crisis on March 23, 2020—the lowest reading since 
March 2009. At its worst levels of the Great Financial Crisis, the S&P 500 index was 25.5% 
below its 50-dma on October 10, 2008 and 39.6% below its 200-dma on November 11, 
2008. The 200-dma declined for a 16th straight week. 

 

US Economic Indicators 
  
Producer Price Index (link): The final demand PPI in July fell for the first time since April 
2020, dropping 0.5% after averaging monthly gains of 1.1% the first half of this year. The 
yearly rate was in single digits for the first time in eight months, easing to 9.8%, down from 
March’s record high of 11.7%. Meanwhile, core prices—which excludes food, energy, and 
trade services—edged up only 0.2%, with the yearly rate slowing from a record-high 7.1% in 
March to a 13-month low of 5.8%. Final demand goods dropped 1.8% in July, the biggest 
decline since April 2020—with 80% of the decline attributable of a 16.7% plunge in gasoline 
prices. The yearly rate for final demand goods dropped 3ppts to 14.8% from June’s record 
high of 17.8%. In the meantime, prices for final demand services ticked up 0.1%, slowing 
from 0.3% and 0.5% the prior two months, with the yearly rate easing for the fourth month 
since reaching a record-high 9.4% in March—slowing to a nine-month low of 6.9% in July. 
The PPI for personal consumption sank 0.7%, with the yearly rate slowing to 8.7% from 
March’s record-high 10.4%. Looking at pipeline prices, pressures remain elevated, though 
have eased from recent highs. The yearly rate for intermediate goods prices eased to a 16-
month low of 17.3% from a cyclical high of 26.5% in November, while the crude goods rate 
eased to 27.6% from last April’s near record high of 59.0%. 
 
Import Prices (link): Import prices fell in July for the first time this year as petroleum prices 
plunged. Import prices sank 1.4% last month, the first decline since December’s 0.4% 
downtick and the largest decline since April 2020’s 2.6% fall. Import prices’ yearly rate 
eased to 8.8% from a recent high of 13.0% in March, as the yearly rate in fuel prices slowed 
to 56.1% y/y—at the bottom of its recent volatile flat trend; it peaked at 130.1% last April. 
Nonpetroleum import prices declined for the third successive month, by 0.7% in July and 
1.3% over the period, with the yearly rate falling to a 16-month low of 4.6% from a cyclical 
high of 8.1% in March. Yearly rates are slowing for the following import prices from their 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgVytVCGdlZ91R6YPW71XMWt8fW3LDW7r5j1w1Zrg-FW4ZHqt45Q7P2nW8wWLW44-tg0CN1t7D-xMP_4yW4Znjmd3_yl12W2K9QBl7GndZCW9hGQXc2zQp2YN1DXzdRTgTpQMgBXntbX-pPW7H_l4t4ptQvvN2t7Ls_Vl24TW2pM0375N5-fqW7kbyPt39GTQNVb5JLQ34FBGQW23wsRc8BypwxW13gGLG8DbhTWW5lGGFJ3l1GXzW2WKWgC6LG4xwW7YCLGP3q5h4pW8rbgph7rpGd4368h1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgMDvW6rWY7G31fF1bW95BwlH75Fn9CN6VLcq57NyglW5_lL4T3csgJrW5nsCxp331TB5W27S79W1jggq8W7mp4Gx135rjNW99XvvH7VsyKrW4-hgVb6NlHlQW4958Z15CVsJ9W8ky0_230S_m6W1VXFsz2rbgPmN4sw3xfg00KFW26PM5N6np0D-W7WQM_18nswFCVxzxR27Ydw2RW8r02tj75Pw0bW1nTSdm6W3nw5M6Y2569HMqxV4SmLV4n0RtxVDhZ2s3vkhqZW90jnPD3sX58g3c_k1
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recent respective peak rates: industrial supplies—which includes fuels & lubricants—(to 
23.7% from 55.2%), foods, feeds & beverages (7.0 from 15.7), and consumer goods ex 
autos (1.8 from 3.2). Meanwhile, the capital goods rate edged down for the second month to 
3.7% y/y from a recent peak of 4.2% in May, while the rate for auto imports accelerated 
3.7%—its highest rate since summer 2011. 
  
Consumer Sentiment Index (link): Consumer sentiment in early August increased as all 
components of the expectations measure improved, most notably among low- and middle-
income consumers, as gasoline prices fell. The recent move down in energy prices pushed 
the median one-year expected rate down to a six-month low of 5.0% in early August—
though it was still above last August’s 4.6%. The five-year rate ticked up to 3.0% this month, 
remaining within its narrow range of 2.9% to 3.1% the past 13 months. Joanne Hse, the 
survey’s director, noted “the share of consumers blaming inflation for eroding their living 
standards remained near 48%.” The consumer sentiment index climbed for the second 
month this month to 55.1 after sliding five of the first six months of this year from 70.6 in 
December to a record-low 50.0 in June. Expectations climbed 7.6 points in early August to 
54.9 after plummeting six of the prior seven months by 21.0 points to 47.3—which was the 
lowest reading since spring 1980. The present situation component slipped to 55.5 this 
month after climbing 4.3 points in July to 58.1; it had dropped 20.4 points the first half of the 
year to a record-low 53.8. 

 

Global Economic Indicators 
  
Eurozone Industrial Production (link): Headline production, which excludes construction, 
climbed in June to its highest level since the end of 2017. It advanced for the third month, 
by 0.7% m/m and 3.3% over the period. The advance was led by a rebound in capital goods 
production, which shot up 2.6% in June and 6.2% during the two months through June, 
more than reversing the 4.4% drop the first four months of the year. Energy output was also 
in the plus column in June, though by only 0.6% after May’s 3.4% plunge. Meanwhile, 
consumer nondurable goods consumption contracted 3.2% in June after rising four of the 
first five months of the year by 6.4%, while consumer durable goods production was little 
changed from May’s level—which was the highest since fall 2008. Intermediate goods 
production remains in a volatile flat trend. Compared to a year ago, headline production was 
up 2.4%, led by gains in capital (7.6% y/y) and consumer durable (4.0) goods output, which 
were partially offset by declines in consumer nondurable (-1.1) and intermediate (-0.5) 
goods production; energy output was flat. Production data are available for the top four 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgGC2W8--9tZ19Y20XW6tqJVt5xGkDqW56yq-M4qB-MSVJccgK1F8rcDW6tv8j77WTZ5jW745XhY7RykS4W9hWt_28nTL_sW1bmLF771_vcXVpN4lB3DVq-QW8Hj4Pl6-jQr3W5lYq0M7nKf__W6xNv9c2kFNxxW1hSlK569WnnyW6qzlBc6DhnxlW3Mzv5J4K6M7qW6GZVTh5W0LRrW9g9HSD5-f1LrW8CrLFS5T0vr5W3YG5qQ2mvr_BW4y4FMn8Pw0sJW6RdFK24cbpxQW4hWpYf3ngkGZ3g2P1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW4hyw8CT8lcW48bPjg2RThNCVmLt1V4NKnfGN6J4pYf3q8_QV1-WJV7CgF1MW13TwV35P8CYcW9bXPFc5hmTTLW2cvsNx8f73yKN7JdQyMjwFsQW77j3Bz6HgQxCV3XFrG6J0BLyW415dHf6z43lnW37JWkm87pfzNW3z3rFr4LwRMmW8v4K7f6RLJ9hW8xYmDN661w6fN8vCS91H2PSCVNBm826gmmWgW5Tr4j48DNzrvW42XfsH2Tf2r-W8Y7rSZ32R2kBW4nLvDN82zkYjW6spws_2rTypPW46Cgnv6cQ-TKW32pwMn19GytVW7hCs395xKH38W7xTHvy26r_b624x1
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Eurozone economies and show only Italy (-2.1) posted a decline, while France (1.3), Spain 
(1.0), and Germany (0.6) were in the plus column. Over the 12 months through June, 
production was 7.3% higher in Spain and up 1.7% in France, while output was flat in 
Germany and 1.2% lower in Italy. 
  
UK GDP (link): Real GDP contracted 0.6% in June after a 0.4% gain and a 0.2% loss the 
prior two months, pushing the quarterly percent change into negative territory for the first 
time since Q1-2021. Real GDP contracted 0.3% (saar) during Q2, after expanding 3.1% 
during Q1, and was 0.6% above its pre-pandemic level. According to ONS, “Health was the 
biggest reason the economy contracted as both the test and trace and vaccine programs 
were wound down, while many retailers also had a tough quarter. These were partially 
offset by growth in hotels, bars, hairdressers, and outdoor events across the quarter, partly 
as a result of people celebrating the Platinum Jubilee.” On the expenditure side, household 
spending (-0.6%, saar) and government spending (-11.3) contracted during Q2, while 
business investment (2.3) and trade were positive contributors. Looking at the monthly GDP 
data, the 0.6% drop in June real GDP was fairly widespread, led by a 0.5% decline in the 
services sector—which accounts for roughly 80% of UK output—while construction and 
production contracted 1.4% and 0.9%, respectively. The 0.9% decline in industrial 
production during June was led by the manufacturing sector, which sank 1.6% after a solid 
1.7% gain in May. On a year-over-year basis, headline and manufacturing production were 
up 2.4% and 1.3%, respectively. Within manufacturing, intermediate goods output plunged 
4.1% from May’s record high, with consumer nondurable goods (-1.2%) production also 
subtracting from growth during the month. Meanwhile, capital goods output expanded for 
the second month, by 1.1% in June and 3.7% over the period, while consumer durable 
goods production advanced 2.5% and 4.5% over the comparable periods. Energy output 
increased 1.1% in June after a 0.8% loss and a 1.2% gain the prior two months.  
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