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YRI Media. On Monday, the Financial Times posted an op-ed by Dr. Ed titled “Why the Fed 
might be at ‘neutral’ already on monetary policy.” By the way, you can find exclusive free 
downloads of Dr. Ed’s Fed Watching for Fun & Profit on our website, along with his other 
books. You can also tune into replays of his Monday webcasts on our website. 
  
Strategy I: New Bull Or Old Bear? There is a fierce debate going on between the stock 
market’s bulls and bears. The question under consideration is whether the rally since June 
16 is a new bull market or just a rally in the bear market that started on January 3? Over this 
period, the S&P 500 fell 23.6% from its record high of 4796 to 3666. 
  
Joe and I think a new bull market started on June 16, with the S&P 500 up 17.4% through 
yesterday’s close of 4305 (Fig. 1 and Fig. 2). The S&P 500 is now only 10.2% below its 
record high on January 3. It rose above its 50-day moving average (dma) on July 19. It is 
now less than 1% below its 200-dma. 
  
If the S&P 500 fails to rise meaningfully above its 200-dma, the bears undoubtedly will 
conclude that the next stop will be a retest of the devilish low, possibly on the way to a new 
low before the bear market finally ends. They have the calendar on their side because 
September tends to be the worst month for the stock market. Since 1928, the S&P 500 has 
dropped 1.0% on average during the month (Fig. 3). 
  
From a fundamental perspective, the bears expect that inflation will remain elevated, forcing 
the Fed to raise interest rates much higher, causing a severe recession. The bulls, like us, 

 

Check out the accompanying chart collection. 
 
Executive Summary: Is the stock market rally since June 16 a rally within the bear market or the start 
of a new bull market? The answer hinges on the economic outlook. We’re in the bull camp, believing 
that inflation is peaking, Fed tightening is nearly over, and a recession won’t result; bears may believe 
the opposite. … Analysts have been cutting their estimates for earnings but not revenues, so expected 
profit margins have been falling. That suggests they see no recession, just more difficulty passing fast-
rising costs on to customers. … Also: Peeks at the MegaCap-8’s rally impacts on the S&P 500, 
Senator Schumer’s wrong-headed anti-buyback stance, and alternative measures of inflation. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yQr3q90pV1-WJV7CgP7wW1D450j7T2GKBW1kBv4V3bDsj6W6Rcq_85Fk1S9Vldt191K4Pm0W3KS7-h7q3Vh7W2H67dY683WlQN4DYTP8Xs7YBW4H0KY39kL3lsW1RF6cX26K76_W1dqbf05yQY6bV5W7Nn49lt6nW2jMVsp6vKM1HW3F84p87FFD1qVH26q589dXgwW5ljnf298dfypVVnx3m4kwkkKW5ksYPl7ltVCMW7T2yyF6ntFvfW4dsNjZ8_Hj30W663dwb4Lw63TW3f6FFM6r0PjnW1Nz1KD4q6yqfW5H4TBC4wJlmgVKGGXy402zyyW3b4VM536K8StW3cgQD_73jwWd36_31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgB_7N7VzzXxnZL7rW3rY8pL1TGYVsW6bqQqP95g-f_W4-NRYg2d29p8Vnby7J1bny4PN7t9YZsSQVSVW3V3lrz6YZGgnV92RR58M4NscW4R0FYn1QFy2SW6xQ4-m2v4CBCW45jgWs5X6n1_N2N0P81y1ZV6W1NzLQk8kXb3gW5N_2GT29YXQ2W8Mr8hd41GbFBW2hHnly5Wbsv6W9bv_sm1J0hrXN3rG1bGVDCvsW4BhqL551Kv06W2Twh2f3GbQMRW9hZrPC955_MbW54s0J55-4j_03fzZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgMYcW8PGV234ZsP6qVMK0-t81DSD9W7McdMP5d-s-8W6_5gTj76sNCxW32l_Jq4pHMhbVwRfvd3SKp1LW5lTD5M222YFFW5V406G5CmhL3W3kL5p_30NVgqVpJ9Rf2_XrCkW55t_9H7jzGvHW3M3h3W63x4lhW2nPwhg4sClh3W10rKkj5F0h3lW5K_FzC9cnGV9W5KyC-S3X-wP6W4BCsrz4Zk8DcW6B1pmL7ZjqBCW7gksLq8KTJDdW54kpxq1vmfm8W2Ln7dZ1CCZCzN5CJQfgbmgZS3d841
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgDDgVQ0-7f2QjH0JW8zG2Bx2cKN7WW3k-Jqr5_CHdzN4C2tT1qZJGzW6d1whP6Qb_QDW4xbPmp7_fJQjW6ZqrZ22DW71gW72DDF66p678NW5FwV7g8lz5B5W2s7k-Y569flHW48pK4m5RxdXjW3GSwW380Q6zJW3vmDf-7nfJ4VW6Z_M9s5cY4S2W1sB8tL18V7KtW16HG1997dKq5W2WcxKL2GW8nGVVVcVT3YL5P9W8ZBhqZ1NRzFtVfxbdp6C-G9RW370wMm2vZ1YKW5HHnDH1x91k63jQk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgRMDW9k_B992D33zKW4DKsmS5fg2BqW5xWWRz7zQ5W5W111T3x7tP3d1W8Q1xH22P3HRmW5stVx2237_N9W4C3yNn4CGlDzW6SzTML5B3Mq-W9gDTG73d2ysKW6d8b878xx2qQW26R7Dc8Nh8yfW7ZtQNZ5NdTY6W1hlRQP1x74gFW7jgQ6s2xTfHmW6H8zJ91Mzp6_VXJxJD1Q6BqlW94vf-01HkC5xVlgK1F25mCHJW76TwC01JVK2gW88Ln4C1ty4g5W4Q59224X7kCVW5gzPqZ8j6-D236b71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgVySW4HhS8C5GPrCtW6BVgjZ85R81xW1Jq78V7dlM__VCm8q23BsLFqW4SQsdF2-GY0ZN3SQmmZvxGbtW1tvfHK4rX7_6W3GZw9D48fs9_N4jnM5MSyBvgW8m_mZR1FsDf_W6mClqS64kxNjW5Q84-S5yjSPdW5TRjt73hhfrqW1wl4f911kWlPW5G7Gkp4b3QW_W56vpyb5qRJ4kW8BrWcq46XqPCVGmCsT4CNQY_VRxYbX3XS5JYN52gyxKMStR5W2bZBQj7Sqj8_W6Xd9Sv570rpw3f0y1
https://www.yardeni.com/pub/cc_202208XX.pdf
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believe that inflation might have peaked in June and that the Fed is likely to pause for a 
while following one more rate hike of 50bps-75bps in late September. The bears see lots 
more downside for earnings and valuation multiples. We see flattening corporate earnings 
through the end of this year and believe that forward valuation multiples bottomed on June 
16. In our bullish narrative, the market could move sideways for a while before moving to 
new record highs next year. 
  
Bear-market rallies tend to occur during long bear markets, which occur during long 
recessions when investors’ hopes for an end in sight are dashed (Fig. 4 and Fig. 5). 
Arguably, the S&P 500 discounted a recession during the first half of the year, which so far 
looks like a short “technical recession,” with real GDP down just 1.6% (saar) and 0.9% 
during Q1 and Q2. The rally since June 16 will turn out to be a sustainable bull market if 
inflation is peaking, implying that the Fed is almost done tightening and won’t have to trigger 
a recession to bring inflation down. If that happy scenario doesn’t play out, the bears will 
have a field day. 
  
Strategy II: Earnings Up, Down, Or Sideways? Did industry analysts finally get the 
recession memo? In conference calls with company managements during the Q2 earnings 
reporting season, they seem to have picked up enough negative guidance to cut their 
earnings estimates for the rest of this year and all of next year. However, most of the cuts 
seem to be related to lower estimates for profit margins rather than for revenues. Consider 
the following: 
  
(1) Earnings. Since the start of the latest earnings season, analysts’ consensus S&P 500 
earnings estimates for each of the next six quarters through the end of next year have been 
reduced (Fig. 6 and Fig. 7). As a result, since the end of June, their estimates for 2022 and 
2023 earnings have been coming down (Fig. 8). During the August 11 week, they predicted 
that S&P 500 operating earnings will be $225.66 this year and $243.81 next year. Joe and I 
are still projecting $215 and $235. The former would be flat with last year’s result. 
  
(2) Revenues & profit margins. Interestingly, the analysts’ consensus estimates for the 
revenues of the S&P 500 during 2022 and 2023 edged down during the week of August 4, 
but both remain on solid uptrends in record-high territory (Fig. 9). So earnings expectations 
have been coming down along with profit margin estimates. Here are the margin estimates 
during the start of this year and during the August 4 week: 2022 (13.2%, 12.8%) and 2023 
(13.8%, 13.2%). 
  
We conclude that there’s no recession reflected in consensus revenues estimates, but profit 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgXHJW7Fz7kB192jdZW913lmy2FG5tjVFpVwC5_SkFKW8dBBR83lF7N_W5KBtSZ3r0dy5W12xqmY2v4vpKW4Q9v8V4zPdjQV1KKQq7v-PV3W48z6FZ56sWf-W3vqPp07YSM2xW93x8Zn8YK88nW8csKC11Pr4ThW8-QhVV1NNZrMN7kKGnpzckxHW8qXL0F5VLz5GW8yrZQk3Nrt7FW5B7C0Y1QVCY6W7LvN-l4TN555W2qy2sK8ZSqM5W1DbH0T1LJ0n1W2HR6kp5WjKxjW73X_2C3bTvd329Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgVYHW72fGQC8Tk6PmW2C2nTZ4yB5XcMmHJx0-rJh6W6k2F5_57B22RW2VwYCY1SlhB0W6y90B42CdR9KW8NjRLs9kNVZYW1pW-GK6q1N6ZW3h2BJy2zpXv2W8fBz514f-THPW6LRlh-2W905YW5BMx7g46nBsTW1bYvLJ71T_sGW8Sv26x2N0ZzpW3BNm6Z93zRh6W6GY4Qr6ZNWj7W1s84qD6H7HXSW1CCp5J1c8HQgW88RhKK3bP3RwVjM3DQ4FlHBkW8mbFRQ4yRd8qW5sVK2r7tgNM83jrK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgBMBW6vjBG15JGm-qW7YMFtz86K5v2W6sRw9z1MTnzGW8vV0Rw7mpflXW4GWz-18mXxhjN7Z-xfJ7KqYzN1wD9DSgFx94W3z6xWd6ZG3qBW9bZ5s64F7f-MW2B44-J5F0qRWVzJ8Zv1_pzqJVG5XSj2JlL4BW81KrSm4j8pV1W6b-kZc3h67SyW1JRGKQ6YVn-LW3zFyRL99XrLtW3Fqz9d5bRJ_rW7WjZ2d5w_yT8W89m6TM1dVnsrW2-Ljmd8Tt339W6XNxK04kJ47HVr6hVV2W60yX3dK71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgXnSW3Y7jJN2_ky3GN7K5hf6pHxr-W1xH1jN5xQVHwW3cK-rF7NgPNxW2mchsZ6wDPpBW4r5HhP51GQljW2QffKj1C8Mq0VGhGnQ52yC1vW2tGv565LnfSlW6DMxLb7Fn04CW20WVxF8_s5F4W6rcCg71V1VzNW4vx89-51FlmsW7B5wXC90YBZTW3shFDs7PlQ4jW176v_36NxmHyW7ZQXFs7Pk6JpW9334Pp4kTgSqN8CWcX7pxBclW5-X9Gc211JdyW1371Yc84vn7KW1Nq09L7lTYn83jHJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgPZSVLk7kt1wD3B-W82lPBY5mqzSYW5c-Lt-1mLNh2VzDqFZ7SFmsXN2LQr4lfQ_jvN1vjsDzx95FsW4FKjrd3WbRvHW8-70gh7QGq4TW59w7pZ3h5cZlW90BjrD8kLSJ-W7p6N608HrnvcW7Yy1cD5tLZxgV4vqN65lD_Z4W6plx1f7NpHx9W94c7MM37yb08W4zc-tX2yH0s7W1XcRw68bsdY7W6dC-jv48xd4sW4t5WHY5KKXG2W7Vvr5B4ZWS-8W6_kSrJ8gwzVbW4P4VWh6gvrPD3mhN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgGnLMGNY9zLDDldW497Ssb5FGWZyW1YW5tV4MmNx0W6BBsys3RKHfJW5WrYWk3t6r-sW3sW-CB42M1cgW11R0NJ7CyX-pW3d_3ty6wT-6PW1DWTZ777kRjpW84HDGM5Gw7NPN2-tPy_2pz0jW5H72bT64D-vWW7tMQjf2q_fGCW3cQS_r6NMvR0W39zWVX475BJVW1WsX8d4GwlnGW7XxFPC4fpTr0W1s18857Sw8xxW4JQmMy3nGyDMVMwDGR6MJ_TDW3Rttl46Kdjt0W98ddKy8bHpZj32_Z1
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margins are getting squeezed by rapidly rising costs, which are getting harder to pass 
through to selling prices. 
  
(3) Forward earnings. Given our slow-go economic outlook for the rest of this year, we are 
forecasting that S&P 500 forward earnings per share (the time-weighted average of 
analysts’ consensus earnings-per-share estimates for this year and next year) will flatten 
around $235 for the rest of this year before moving higher to $255 next year (Fig. 10). 
Forward earnings has been falling since it peaked at a record-high $239.93 during the June 
23 week (Fig. 11). It edged up during the August 11 week to $236.83. 
  
(4) Earnings metrics. So far, the downdraft in earnings expectations isn’t signaling a 
recession, as shown by the percent of S&P 500 companies with positive three-month 
percent changes in forward earnings (Fig. 12). This metric fell from 81.4% at the start of this 
year to 62.4% during the August 12 week. 
  
In the past, a drop below 50.0% signaled a recession, though that tended to happen after 
the recession had already started. In other words, as we’ve observed in the past, analysts 
don’t do a good job of anticipating recessions, because that’s not their job. 
  
Then again, the Net Earnings Revisions Index (NERI) for the S&P 500 turned negative (-
1.9%) during July for the first time since July 2020 (Fig. 13). It turned negative during 
previous recessions, but it has a history of turning negative even during economic 
expansions because analysts tend to be too bullish during such periods. By the way, NERI 
is highly correlated with the M-PMI, which may soon signal that a manufacturing recession 
is underway. 
  
Expecting forward earnings to remain around current levels rather than to drop, as we do, is 
probably on the optimistic side of investors’ consensus expectations. On the other hand, it’s 
hard to imagine that the forward P/E of the S&P 500 is about to rebound to where it was—
21.4—at the start of this year just before the bear market (Fig. 14). It fell to 15.3 on June 16 
and snapped back to 18.1 on Friday. There are plenty of alternative valuation metrics, such 
as price-to-sales ratios (a.k.a. Buffett ratios) and the real earnings yield, that remain bearish 
(Fig. 15 and Fig. 16). 
  
Strategy III: The MegaCaps Again. Of course, the MegaCap-8 stocks (namely, Alphabet, 
Amazon, Apple, Meta, Microsoft, Netflix, Nvidia, and Tesla) are still mega, at least 
collectively, accounting for 24% of the market capitalization of the S&P 500 and 48% of the 
market cap of the S&P 500 Growth composite (Fig. 17). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgRCwW6CFDPQ93-HL6M7RX4NbLZB-N8b9vTJZfnXKV2634h6Fn1TyW3vkbY71LkLYHW65Jf8B2rG1kHW94P4w-1wfr0tN17_Y2GNwS_TW6R0Vbc8SzKZ7W5jzmM_2LFwtjW1wb5pC2GjMY9W8BMXZq2RXxCgW1hRMPV8J5Z0KW4pTd_s5CGX2zVxMPJj7CqhdYVngLrL5MgV0BW48vXZB3N5fhHW4dydJG5kQ-5bN7rZLlSPdr0tW8kL0vJ5LPGsLW8kVJvX5H7hjDW5MdTnh53HxCq3f1D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgKJvW5zBXWP8gPWkqW4CHW0v4qmD1gN1XCz08X42DhW1XKkQY1LVzwdN5lx61RfJfqcW58H7Sv7szYTTW4kqryr1dLhnRW5cz4tL3dnGtnW6385JP6bJh15N6qlf4l3vhydVQ9cWs8FVjsyW5B_H7y2K8Tf3W8MNyr49jZFKCW4hQlMT4dzkcnW7ybjjT3hmfxsW5tn9-b5S2Y5-W6p1qXT4B485_W7km7xx39YpnjW7M77FD3Q4kNmN2BvBDCHMyLWW37XPZg3fjFCsW1-35cg8L-d6r3pYL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgSg9W2W8dHR22PSwkN51-LlPVYBpQW5PZ7BT2BKX4NW1L13pD7-Z92yW6yn4s51Y9N1KN8ln_GM8h41VW7SLQmJ8ZK8yTW2g37xp3KygJ3W2zNnth3bLXmRW36m4wc3myrHBN4lXKRD9FYm5W6LBXhY4csNCfW1SmQRW8jN0LsW1Q6WV-266sS_N9cwcLhdQvnqW6pwvNP4VtMMCW5lhZy77zm8D1N4dZz8lRsmXmW3KGWJt8vGr3rW748lbG3mF80CW4Gklpw19TqWPW4WZQ0r63ltXX34gW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgPltW6DcvfG7VfbWZW6FkVMk8F6lzrW9jRbr513vm0JVyRfdh7YWgyHW4z0lyn5yLm56W2xBnBl2y0FkHV5nfYC3K2K1RVyv0rg3V2t_TM5pHhhBYc1ZW5Yn_Dy1KjNrwW3mlN0y4-N5STW75BKJs2FrqxLW5BQbt92xNbQxW7vwhp_8qhZvxW463Lyk6Nk_zhW84nmGY1pcpJ6W3SrMfW91ScY6W8KH_rD40VY4KW1chbNn4WRv7hW1x1NPW8dNhrcW8yp8vs3LW_-fW1cV1p956bl4V3kGm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgL4qN4Cxl3Gzs9bqW8YrssJ5tJg-HV59n7c2DgHsZW3kF0zn8HTyysW55mpr86CdpfzW1r-M8M7tS2YHW52XRSf1bL8KJW8wp_4t1gtgq0W4R0yKZ2WRyt-N1PDp6Bfl21PV4JP0Q98KhzWW1XDZhB8Kjmd_W5nhp8Q7PL72SW3rfsyb7GrCtGW8r23mj4D7HVlW81zgr45-hL-BW7d98rD47GNzNW98mFwT35R4_nW4WwQ_c4QQWbPW5wJpkX1HZYDHW4BH5Zw6D-fhcW5Gcx406HXWs932Bf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgC8lW5ypFQr929fHYW75rMlh6VlpnqW8gNDBy2sbVCWN8JspzNFvztQW2tcsWm8bZHW4W8SGswM8QGvFqW7Q03xm194G2ZW9h5qJJ8LJqPJN60Vq0C8BDf2W7lPzRS2sgcSrW3PSn117WfV2dW8VYL-M4Pbn2VW5vLHhf3Sl1-QW4FYnmC4gkCRdN7YD29s55z8cM8qQq7C4t26W2PzQL86KSRcbW8FDh_J5KTjdcW4ZKxq-7dNDkHVl75px4lbVG2W4bFsK63tr79hW492Rdz7rMWPV35mY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgMvxW3PHnT51VDPjrW5TCzC34yYWn2W933fZs9bfmSqN67_ltlpYDT9W3ZhRcr6KJP7tW6jfKFq72b6yNV-4vcT7bR-z1W7fC7jt81S_ckW4JMBLs51Jh4fW1Q6RKH16VFGwW70H7RD4B7hPZW3q8xgs53Sm-8W5G_L302XDLc_W7d3rmc1-qCN0W9cFX824sCdpdW844_pj4bDl9MW6Sc6Vg4jrZKcW4H2CDk282klPW8GRmzG6Vc838W7YgGM25CYVlMW2GVdHQ7r5wtLW8dMVFy2X8FM_3hvx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgQz1W6WpHZJ3YDSs2W4JPdX01GBTTMW23KcKJ9gWH6vW16xJ6R1-M8xkVZdHCF1BYZKTW6hFlQN45Pb-0W3bK66X3H2YyqW576yLQ4KMYsNVx3qFB4wrQnfW6rkvwv6ZrZVYW25GPVL2DFK8xW5pmKcr1JD9fjW3dPdfD8h2WJ5W86p1fk1sJgRTW4dZpf789D2NXW5g5WKp8HMBRzMT-6trSyC53W3VHNQY2GWCbSW16tHzB77-m_4N9fvN_brQVLQW82YvPw1GvhlVW4jRjmw6s0_BJ39t31
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From June 16 through Friday’s close, the market cap of the S&P 500 rose $5.1 trillion 
(16.3%), while the MegaCap-8’s collective market cap rose $2.0 trillion (25.7%). During the 
August 4 week, the forward P/Es of the S&P 500 and the S&P 500 excluding the MegaCaps 
were 17.7 and 15.7 (Fig. 18). The forward P/E of the MegaCaps was 27.8 that week, up 
from 22.2 during the June 16 week. 
  
The S&P 500 is relatively cheap excluding the MegaCap-8, which aren’t as cheap as they 
were on June 16 but remain widely and wildly popular investments. 
  
Strategy IV: Attacking & Taxing Buybacks. On August 5, Senate Majority Leader Chuck 
Schumer (D-NY) said, “I hate stock buybacks. I think they are one of the most self-serving 
things that corporate America does.” That’s why the Inflation Reduction Act that he pushed 
through Congress includes a 1% tax on buybacks, excluding buybacks associated with 
employee stock compensation plans. 
  
Schumer says companies should be investing in worker training, research, modernizing 
equipment, and other activities rather than buying back their shares. He doesn’t seem to 
realize that buybacks come out of cash flow, not retained earnings. Many companies are 
spending their cash in constructive ways but still have enough left to return some of it to 
shareholders through buybacks. 
  
Congress shouldn’t be meddling in matters of corporate finance. However, Congress has a 
habit of doing so in all aspects of our lives, especially when it sees a new source to tap for 
tax revenue. Schumer will be very happy with buybacks if taxing them generates lots of 
revenues, and will raise the tax to get even more. 
  
US Inflation: Alternative Measures. The bond and stock markets seem to be discounting 
the possibility that the US economy has hit peak inflation. Like everyone else, we track the 
CPI and PCED and give more weight to the latter, as does the Fed. However, there are 
alternative measures that are widely followed. I asked Melissa for an update. Here it is: 
  
The Atlanta Federal Reserve Bank’s (FRB) Underlying Inflation Dashboard shows nine 
measures of inflation. All nine are in the “red” zone (ranging between 4.3% and 7.0%), 
significantly exceeding the Fed’s 2.0% target. While the CPI and PCED suggest that 
inflation is peaking, the other measures mostly aren’t doing so yet. 
  
During July, the official CPI’s headline and core rates were 8.5% and 5.9% y/y, respectively, 
down from the recent highs of 9.1% (during June) and 6.5% (during March). For June, the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgHMBW8RbpD-45tsdvW5XWb0k4Qr7hSW1KnwpJ8BLB4KW2T6xWg1bHgc5N4WpNWpWNwHWW6Bv_qV4_24QrW5TyQ345PDbqMW4nSZfQ1jwGDZW7VRCMy6rJ_fDW4gvlwS1sGyMnVQtfFx6Sr99SW1WqcYS6cThnkW8MxkC46pD5hhW40py7N7xtS7FW2MZddG5KkM62W3JL0V_5qLCYjW2kzL863P8gQYW6XNSD-90tFp5W33XLjs2q1zgdW91gvt55gZr44VwqjBn1P-JdSW4z1Kz35-yp-P3d_N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yQL3q90JV1-WJV7CgKRdW5gn7ZW6w5qPkW1cdpHM5rqD8VW2WrQ7497LR3hW5jxYMy4NGCyRW5rKrtS1cpr8JW4VhfGg28_xK5W5mv01w3zxYBdW33wJPB4ZlDzDW7-0Sbf8Tq1QFW8YTbyz6jMjKkW5K0nC85Xf6VSW1gn8QN3H7H6HW4jZ5ZS7nxMnxN8mrSr4knDB1W2Lzksr3jL-MtW2ZYyHm4nL-StW77sGwD25ZW84W4sZf9W592bDdN4rR2HtMhbrcW2dPYdM4bknTdW49Vz-m8p1RFXVYRndR5dgm28W3ZrrQF5QllhbW7RlMpX5NnQmpW3HYXh450k1_0N5Dj7NZD9m0kW69-fkR5jB9mjW3D2hlB90FcP_3nD21
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PCED headline rate climbed to 6.8%, the highest since January 1982, while the core rate 
eased from 5.3% during February to 4.8% in June, which was a slight uptick from May’s 
4.7%. (Data for July will be released on August 26.) The CPI tends to run a bit hotter than 
the PCED, mostly because the CPI uses a bigger weight for rents. 
  
Like the CPI and PCED, the alternative inflation measures lurched above 2.0% y/y early in 
2021 as excessively stimulative US fiscal and monetary policies caused an inflationary 
demand shock that overwhelmed global supply chains. But unlike the conventionally used 
CPI and PCED, the high rates of most alternative measures have yet to show signs of 
abating, largely because they give more weight to rents. Rent inflation has been soaring 
owing to current housing market dynamics. (For more on the housing market, see our July 
27 Morning Briefing.) 
  
Consider these alternative measures of inflation used by various regional FRBs for more 
insight: 
  
(1) Sticky vs flexible in Atlanta. The Atlanta FRB breaks down its alternative inflation 
measures into one of these two categories, namely “sticky” and “flexible.” The items in the 
Sticky CPI show relatively slow price changes; in July, they rose 5.8% y/y on a headline 
basis. Conversely, items in the Flexible CPI are prone to rapid price changes; its headline 
rose 16.3% y/y in July. The Atlanta Fed sticks to the notion that the Sticky CPI may be a 
better indicator of where inflation is heading. 
  
(2) Sticky easing ahead. If that’s true, then rising inflation is a more persistent problem than 
the conventional CPI data suggest because the Sticky CPI has continued to rise while the 
Flexible CPI has eased (Fig. 19). But the categories of prices that have kept the Sticky CPI 
stuck at elevated rates are important to consider, especially given the effects on some 
categories of unusual current market dynamics. 
  
(3) Rents are too high. Moving the Sticky CPI higher are rents, which are weighted heavily 
in this index and have rising inflation rates that show no signs of peaking (Fig. 20). The CPI 
for Rent of Shelter includes Owner Equivalent Rent (an odd concept that represents what 
homeowners would pay themselves if they rented their homes from themselves). Rent 
inflation should cool now that the housing market is in a recession. That should bring home 
prices down, restoring the affordability of homebuying and reducing rental demand. 
Household furniture and furnishing prices are weighted heavily in the sticky index, too, and 
should ease while fewer households are buying homes to decorate (Fig. 21). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yQ73q905V1-WJV7CgDdVW14gBr38nJH1mW57DX9k4XK9mrW1qDqy-675hwyW1XD5kr1s4Lg5W1G-jvW4zcjqdW3P9jQ_7WcxwpW23zxrg5RnfPZW7yTLGw2Gq0CNW33tZgH4KWxFKW1SfstH1GFN9FW8_tgcl8s3c5RW8pZ_xk54V2nvW4YC8Rj29ZrDyW8fSg8w4tqsYDW6N4WsM63-4h9W8H5LkB7W7gWZW2Mh38R2rvnq0VHg0_J8QNHTyW7y8bhL1qg_V0Vx2d4H1brhwSW8VbZKM1_9lycW6p1g-X7fSfFBW7L0vFT2jkxlXW4zCBTV4zznjY37cM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yNZ5nKv5V3Zsc37CgKrhW1fTjg442N_ctN2VPL3TPcpw-W86rVFZ4KkC1NMQcrn9l3yfsN2kVN56LSbZxVP-HTv5NnZVQW38lLWh904RblVdSDH1141jGsW9lJDnz7xcw3tMwzsgTB7zWrW6255Rx4-n097W9jkdQX4Gn00rW588Qw719dpyTW6K83GF177nhMW6mn93v3qgG0zW6Ws2Jb33vMFYW7vj6Nq55_nJ5VP10ZL7JW4rpVGfK3s6nXmKBW1f30_b5P-z7mW7Kgnl02vxQsrW2XLx0D1hpHxsW92_9wK4sZDK0W8h7SDr3ZZhDYW1lPKH39h-hh8W4TWR-49kFMqnW7tMft74jlslCW6MmRng1Q4VMyW9jwv2q5cJ9KxW2Y5fqh6JFK0cW87W-F26fRXKxW3sf56N6c-XTL3fJH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgZvcW4_RjVT47KSnkW6fJM3S3nctBQW3ckchN1r0W6dW6nPtm93KQ7JDN2T6YqKC7N7BW523mFx7-CWCsVQSmLg47dHZgW1_n93G5L7pvFVyht6_6B01YXW8LsxZw5qcv38VGn9q940HgnTW2hV8nX8c_7rzW3JsLF12FDY-SVHQ0Cm74C6XSW5Y44rB338BHpW1XkzMD7FpRBxW6mnzzW4WlWMfW7cBZmG1fR1jjW6b5-Ym9hM1_MW6GVPnw3n_Fn_W2-kxRJ10BVCjW1zSgrG5G3z1D2Qq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgS3xW11X98n88wzMjN4hJLTqsdQs6W2Yv2VL9fjfPxW7XRmsS3jV7QwW71gV0y4Jw5YcN743_vNnBM24N8btLG8wFCYZVM-2Y16M8bX2W1WFBKX3cyHsrW5RL6d-7Q4NlXW9klpBs7zx2ffVb1T6B3kQ3J8W8ZQ4_h2316-pW3CWwHm46hQP_W1TDwwY3cT1QpW8cF1Bh34SwRhW8-PGKj2dclgXW627Kzd7gD8SyW29--Nx5-nMF2W4vMSms152bP5W2sQ8xY34DBLqVrzp6d2GwBjL3flZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgC64W8hm-635GhRgqMg5fGDyxvlYN7mxsGJyhLXJW5BFlGY5b2PkTW15NLm234YYfjW3pj90d4hGtp8W87kwmc67cJ-SV6nQDD5-_-DSVRkfsg5CftcFW2vv6kb1z_34XW8ghrX-3xkWKdW331z9r7F3PtRW6j3j6g2vPJLKW6vhdJ85qCs8dVp8vWs5k675lN4FfmQhD50nkW8PZ_GW7h8X5ZW6sLw4p3NYkXDW60KTyY8N2yT8W8fK33z4tTSGWW6chwlG3PtkG8W6fpJhD8HyKmV3fD11
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(4) Driving the flexible down. Among the heavily weighted flexible price categories are new 
and used vehicles. They were down 2.8 and 34.6 percentage points, respectively, from their 
peaks of 13.2% and 41.2%, respectively, during April and February (Fig. 22 and Fig. 23). 
Prices for new autos likely will drop even further as global supply-chain pressures ease. 
  
(5) Trimmed means in Dallas & Cleveland. For its homegrown trimmed mean inflation rate, 
the Dallas FRB removes a percentage of weight from the lower and upper tails of the price 
distribution (Fig. 24). That gives more weight to rent and household furnishings. (See the 
“Components included and excluded from this month’s Trimmed Mean” spreadsheet on the 
Dallas FRB’s website.) 
  
The FRB Cleveland’s 16% Trimmed-Mean CPI likewise overweights owner- and tenant-
occupied homes and furnishings (see component calculation details here) (Fig. 25). 
  
In conclusion, we’ll monitor the alternative measures of consumer inflation but continue to 
focus mainly on the CPI and PCED. 

 

Calendars 
  
US: Wed: Retail Sales, Total, Core, and Control Group 0.1%/-0.1%/0.6%; Business 
Inventories 1.4%; MBA Mortgage Applications; Cushing Crude Oil Inventories; FOMC 
Minutes; Bowman. Thurs: Leading Indicators -0.5%; Philadelphia Fed -5.0; Existing Home 
Sales 4.89mu; Initial & Continuous Jobless Claims 265k/1.438m; Natural Gas Storage; 
George. (Bloomberg estimates) 
  
Global:  Wed: Eurozone GDP 0.7%q/q/4.0%y/y; Eurozone Employment; UK Headline & 
Core CPI 0.4%m/m/9.8%y/y & 0.2%m/m/5.9%y/y; UK PPI Input & Output 
1.4%m/m/23.9%y/y & 0.8%m/m/16.2%y;y; Australia Employment Change 25k; Australia 
Unemployment & Participation Rates 3.5%/66.8%. Thurs: Eurozone Headline & Core CPI 
0.1%m/m/8.9%y/y & -0.2%m/m/4.0%y/y; UK Gfk Consumer Confidence -42; Japan CPI; 
Schnabel. (Bloomberg estimates) 
 
 
  

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgMNbW3_df6T1Xgzf7W82998c4Scnj4M1_GrNkpSJPW4MXR1k4Lxg-RW3VxVKF3RC5T4W5MBxqr8MxlRCW2wfpS581Z0cJW5b6F667xjPq6W3PtGbn6yT0FrW1N--3H3GMrBrW2F19dg25Hj6sN7skgjSPzSJ_W4BGl7r4hx8kRW8GN6MS8L7bXXN7mwPcxlzFPlM-JsdGRhtJxW27PYTk7CqmLsV7z2Jb4k74-6Vz_Lft3vTRwKW6RJBc17TpLGXW2hv2hm4T590-W8h9LnQ4_LhmX3dVM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgX7QW4SByTV6SL_7LW7PDs8j2djcfjN32M963kgKQQW8XFLbw2FTVYrW7hQLTl52GnCpW98_kNK6HcqX8W3v-zDV6h6pHMW8Dj8xp7J_dhJW1qdnP17P_m16W99_jMJ1sSW3hN1zsshpDtyBbW4s9gWZ74V94ZW6GwqXW6hy9HTW1C14pv8CL17TW7JpLRM7C9n4SW22SNnk1GCX6MW1wNF2c4fYdMKW24hPqv4BfmsNVS0zH715-PHbVrhPgt8ZSvhhW2JYZkz5VlCPkW6LrtLL1kLjVv34SN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgSCcVFqjLb53bfKxW4pZM6l7dJSdBW6pNC745MGvhBW796tBc3Ld23GW5y_Zhf5B5wWqVVFQ_n1VhhxRW2xTFS64RFsHxW7DyXf448XgwCW2cw6Hg3cv6NsW6QWkhG5Cf8jYN1pWhChg8Qs-N1XH77bvzztRVyYXZq7z-t-9N1lVKbN42X9tW4qz7kc4FTQj4W7G-Q2M7Z1Y1FW1lGLX77xlF0-W21pBjQ2r3dVlW5bl_l75dmXVYN1Zt9BGQHZzyW6TYfvp71K6lpW467YWF5jx0Ck3lRw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgDCYW6xHT502hxNwsW1rHh_44wtWGXW22p7pW4dZk7ZW5pBLQc8kwkhrW7vXpvp2xszRHW98rJW27q0LmTW94c4xv8TcJhFW6PbDFC3l9CRTW8thXzg3-z53CW5g_pWB6Rvf_4W2pnBnl87y5zxW4DbrBq40WByqN7BYvfd5Y8hrN1cHN1KFHqHrW4842wq8vwY0sW7Hdp0h7_KhTRW1CxXwL4F-jjtN3bJb18kSwYVW6J3cKX3qf01bW8BG6-m1lQHFyW3VTr4M52Rhc1W4n5YtN19yLw03nyN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yR13q90_V1-WJV7CgSStW45v7Yh53LPScW5mqZYb69S8C_W4S8vk69377C4W4bzSnj77h2jNW8mxjXm62tGp0W3tjNB55DY8V4W57ylhg3LJ2tTW4SkR7L4qztF5W3Pk6Yh2tG6rdW25RdW46dxZS_W1jzwvx7Z70MfW3wtv964T2yY9N4vZ-HHTZyTNW2JjKv96V_Vb7W3kT_BP25CS6BVK_t_r6m1w5VW1MSLng8jVNhlW7Wm8Sz130q_PV1PWjT6GT5djW6yKLLv7q8jlmW241KxM2lYyGcW3fbM0_8hWRB6W2Xb34h2lS3NGW1fx6f13K2X9MW4C2XrB4WC78TW7vQ5ng64ZpwrW904_cn3fRkPTN8m4Fl6vSVq9N8wqSJV3X8W4W8tdgVY21bfT437-Z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgNYVW4BVH9r5ZVbPQW99KCQ462mFylW7DzTpw1G2BP7W5858HG4Vrg3LW3g7XFn48bk77W4ZB2by1gF3_CW50RQnf1BSntyN971X3PlWbTpW29W6W71-MrdDW4JnW3H2b92HyV73_4W5xRzf9W8gVW733kc6KJW8jR7n92hBPSpW1fv3JR8kS3pXW24Twjy3d8QYVW5J_ZnJ2HtBMwW3Jct8h29St48W7N3ntm4Jw209N95kWGl5p-01W5T4G5D5gJ4hCW5hkgyj8Q_zKQVNYCDP93hn_Q3d-g1
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Strategy Indicators 
  
S&P 500 Q2 Earnings Season Monitor (link): With over 91% 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 6.1%. At the same point during the Q1 season, revenues were 2.7% above 
forecast and earnings beat by 7.5%. For the 456 companies that have reported Q2 earnings 
through mid-day Tuesday, the aggregate y/y revenue and earnings growth rates have 
slowed from their Q2-2021 to Q1-2022 readings. Collectively, the companies have a y/y 
revenue gain of 14.3% and an earnings gain of 11.3%. Just 69% 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 (82%). 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. 

 

US Economic Indicators 
  
Housing Starts & Building Permits (link): Both housing starts and building permits 
continued to head south in July, along with homebuilders’ optimism—which dropped to its 
lowest level since May 2020 in August. Housing starts contracted 9.6% in July and have 
plummeted 19.9% since peaking in April, falling to 1.446mu (saar) in July, the lowest since 
February 2021. Single-family starts dropped for the fifth consecutive month and the sixth 
time this year, by 10.1% in July and 24.4% ytd to 916,000 units (saar)—the lowest since 
June 2020—while volatile multi-family starts sank 8.6% in July to 530,000 units (saar) after 
rebounding 18.6% in June from May’s 22.6% plunge. July’s level was 16.1% below its 
recent peak of 632,000 units in April. Building permits dropped for the third time in four 
months, slumping 1.3% in July and 10.9% over the period to a 10-month low of 1.674mu 
(saar). Single-family permits have plummeted steadily during the five months through July, 
sliding 22.9% over the period to 928,000 units (saar)—the lowest since mid-2020. 
Meanwhile, multi-family permits rebounded 15.8% during the two months through July to 
746,000 units (saar) after sliding 10.1% the prior two months. In July, total housing starts fell 
8.1% y/y, while building permits were up 1.2%. In July, housing under construction was little 
changed at 1.678mu from June’s (1.680mu) record high, while completions edged up to 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPymby0_VkNgLm7Cg-LMW5gpQKG5cyGmdW5fR96P3n65PrVj-PnR5r4NFsW4Jjtnt1fZvfpW2rB5SJ3FgKGkW3NGpMN8L9wvGN4CTbD8cMXsZW5LZn7t8RYBNXN2cq4v6_-s8RN64CV50frYHKW5H-2nR3ChV6WVk-HXP1tNBf5W4RP7Rv1LfK_zW4C7J6w6Z6wvQW2y8rVb6p3XQYW6qnR8Y6N2bq3W2ryXDK67mWn0W7QC_W_548FjtN44ssSs1dLFGW4DSjb01yY8wzW42TswQ7D6XtXW4cLJnk7rWyBTW2PSvGr7MtlZ7W18C8TV1jswyTW5pCJGm6_XFW0VqVj4G2l-S_8W6v52yd83tH-0W2tvwsN4M3W1QW4vZn3b2B0JcbW2z10rl6wTcPhMRPLs2Xvq89W1lCbrc97X4_KW5Pz93Q13nv3SW4Bx8W17pKkGPW4h0ZFG2kmMLtW5n-pTQ6WzFNLW60ty-N6Tqk_7W2Xr4yw2qFBbfW7wn4Y52dDmzPW5bW8DB4_hWKKW1R3mVJ2h2y_qVy1nLf1TgsqmVNhhVy1PGsmcW81NX5P7MsG6nW5cNvvT8fZ9cJW73wmcv1ZRQzmN7SBDf_pPFV0N6MZ9cpJy1KlW2Wbsnr2YgjlVW6tlWg21bhXnPThJXZ3Cng8YW989BS56QJdCwN6zWVJ1-41GTN7gMJnXT4S5ZW6S0hk22TxfgcV4Klb51BBt0hW1GndT41gfMT0W61f2Dd5_1GmQW3XDXxq7rlD36W34B21R4vXYwpW9hKqpl5svJpCVhj_Qs1Jjh9PW5vYlFV2YNbCFW62J3BP8S_9HPW3rn8-97WDQkHW4x7VCf3j-dp_W2CKY6K2bF0c6VPxNj797wfrGW2g19lz1Zg5hTVMCgfj60JvsfW7jK93v8pxwKYW4nb8XP41FDRHW4lx8tW4Y70k7W1mK2qw7pTKpYW5PPPm28yXrlJW2qLt0C3KF2wvW5F9B4B6Dn-FcW3k3D222P7srlW3KHJ8x19FDCMVPSVK-25C12cW3NKxB-98TcykW2Pr2sY6h1BBTW7JhCg456CN7tW7H_NSb2K__H8N5QV4l6KH5ZsVd2HN34rk_qPW42d0X_62rDyNW1qcR3X5x1FWVW4FdVfx4964zzW9kq6jG3l6GG2W2KjZ0J4HNZXDW5pmd2p4m82kVW5jbhsV2gWJD8W3Mnvcd1p-rYqN4T--kWfJbrHW5jK25B8-TxXKW8xXbrf3XF8sBV_vGPZ7jLKpmW62bbLb4XlN2-W2PbMwC2TwlfdW39b2MD7GK8y1W6PdklV7GyY9nV9MlCb3YwZ2rW8y602-6bC4FgW98SV4L8hz49KVvSZSx7K4v85W43db1V68nvWqVYkTlK6ZSXFxW8WSwc183JYVHW4gtQJP2KW1ZWW6Mv6Jl5WLF_4N2YGRLyj8B2JW5lFN_f93tmr0W4q-XDf9kb3V_W5KFl1n4gWWl5W3sr-RC71cwTNW2KgySq4wBKQsW97q7Yt2Pv4HmW99K5dg71Wt8YW22TCfR33zXMGW55F0h15LxQJvW5JPg6T2FJM3zW8NJF6_6jQdlSW2DXQBG8D1cVfW5DDjr-1QGqBKW6LWjvZ2-k6y0W1H3sxq33jGCzW1_P0Rj5sQgw8W7hwDz090CXTXW15jLyD6y_ZtFW53Z1x08CgN0XW47Gvvl7qrFMCW3nX5197DNM6rW4GcMYK5jGwQpW4D4C0h6HccTJW3WXZ_X72ynkyW3yyRZq7TtcP0W5hLfRV8fynK6W82gmW07Z0yLxN7g90gWf28bpW4yX0NP6C2c3GW5rqy593k8rCjN26MgNZ6BL5tW5k1ZDy4hP3LDW4_D27b3_sMytW5P3W7S6kgmtnW397xSk7YXnYLN88h20l6nVzg3jrL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgV7dW5zDTYv5Yf9v4Vdn63s7ztqFwN6y9ZHSG9ZkJN2Q1QCWkvWgfW7mFwyx8vCwx_VZXddd6jlM-KW1rTMYF4Vxnk9W8P4LYH27Wh_8W3_MWrF6sbdDMW6tmXnK4FSrjdW1gGjj-2p07-QW6FPMx71Jkyf_Vh3sx08x_WMzW2KkwXG7qH8KTW7Bz_jT3XphjVN3Sh-25WTcbNW564kp71b9ydMW8kHb7t8yWwykW7HK5_j6HzVh2W6V2C5H8nc9NkW7kwdLC3lj7mFN5z1Zsl64rpn3q5L1
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1.424mu from 1.409mu in June. 
  
Industrial Production (link): Industrial output is climbing again, reaching a new record high 
in July, after stalling in May and June. Headline production rebounded 0.6% in July after no 
change in June and a 0.1% downtick in May—expanding 5.1% ytd. Manufacturing 
production remains on an uptrend, rebounding 0.7% in July after sliding 0.9% during the two 
months through June, only fractionally below April’s recent high. By market group, business 
equipment production rebounded 0.6%, more than recovering a brief setback in May and 
June and climbing 3.4% ytd and 5.1% y/y to its highest level since March 2019. Industrial 
equipment output was back in the plus column in July after a small downtick in May and 
June, climbing 0.4% last month and 3.7% ytd. Meanwhile, production of information & 
processing related equipment remained in a volatile flat trend around record highs in July—
within 2.6% of last August’s record high—while transit equipment output has fluctuated in a 
flat trend over the past 19 months, climbing back to the top of that range the past few 
months. In the meantime, consumer durable goods production is heading back toward 
April’s record high, rebounding 3.5% in July after falling 4.5% during the two months 
through June, as production of auto products reached a new record high, while home 
electronics output was little changed around June’s record high. Meanwhile, production of 
appliances & furniture has tumbled 21.4% over the past three months. Consumer 
nondurable goods production fell for the third month, but was only 0.7% below its recent 
high during April, which was the highest since fall 2011.  
  
Capacity Utilization (link): The headline capacity utilization rate in July was back up to its 
recent high of 80.3%—which was the highest since summer 2018—after slipping to 79.9% 
in June. July’s move up puts it 0.7ppt above its long-run (1972-2021) average. The 
manufacturing utilization rate recovered to 79.8%, after falling from 80.1% in April (highest 
since summer 2000) to 79.3% by June—and was 1.6ppts above its long-run average. 
Meanwhile, the capacity utilization rate for mining rose for the third month—from 85.9% in 
April to 88.0% in July—which was the highest since mid-2019, while the utilities rate dipped 
for the second month, from 75.7% in May to 74.5% in July. The capacity utilization rate for 
mining was 1.7ppts above its long-term average, while the utilities rate was 10.2ppts below 
its long-run average.  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
  
Ed Yardeni, President & Chief Investment Strategist, 516-972-7683  
Debbie Johnson, Chief Economist, 480-664-1333  
Joe Abbott, Chief Quantitative Strategist, 732-497-5306  
Melissa Tagg, Director of Research Projects & Operations, 516-782-9967  
Mali Quintana, Senior Economist, 480-664-1333  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgFMFW19STJz6ZfGDJW7tS6Qw2xv_XlW1ZBdv_1x0h45W6bGn6n4z1G81W1xJ9qV5x0C6LW4Z4DLB65c7yNW9g_bmd3H1QXYW5v5mMY7dWRVCN1PMdDLg5l76W8-20TH4m1MGTW4j87XB81f20dW7W1Pzk2y-1XDN3CFMtPp4nSJW50bn3S6qBcTfN3pk_YCZj0_4W1L2g0x92xd44W3zH_LH5rCD2QW3r3M6h57H1BzW8c8Y4R38CBmGW8bw56j2h3wv-W2v7G6Z7Lr-HLV83VCR4ZmmqF3cwc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVXbTd89VGdqW3qMVlc34XCk-VcSh174NQdZtN5d8yPS3q8_QV1-WJV7CgS6GW1tQ1HL1gGPMLW608TYK20c0rRW2DWVyX8ZcZzpW4b_nT738LQpgW2sM__f2DKb-3W4zsM-X60fN5hW5rqZ5j6tq9zGW5MZfK67H_zdCVrhr8R3r9h2JW4Z91w_5w9Y0KW8Qb61D7PLTG3W2N0RF_2nnwp6N96g9HxqZ_TQW9h7pCK2Kyzk6W87qBng5tggMPN8Lxcm2mjZCdW88264F2g9DBzW4V51jk5QjMv7W9c2j-n3GSm3vN607BC5ZFqmXV5cJWT8qzhGrW69HSfy3hlsmF34gk1
mailto:requests@yardeni.com
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Valerie de la Rue, Director of Institutional Sales, 516-277-2432  
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