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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: Recessions, Bananas & Godot. What if the most widely anticipated 
recession in history doesn’t happen—at least not over the rest of this year or all next year? 
What if it already happened during the first half of this year and is over already? It is widely 
believed that the two small quarterly declines in real GDP during the first half of this year 
was a “technical” recession only—i.e., so mild that it might not enter the record books as an 
official recession. 
  
The Biden administration, which seems to be channeling the Carter administration, has 
rejected claims that the US is in a recession. On July 28, the GDP report for Q2 showed a 
0.9% (saar) decline following Q1’s 1.6% drop. Treasury Secretary Janet Yellen, speaking to 
reporters after the report, said “most economists and most Americans have a similar 
definition of recession—substantial job losses and mass layoffs, businesses shutting down, 
private sector activity slowing considerably, family budgets under immense strain. In sum, a 
broad-based weakening of our economy. That is not what we're seeing right now.” 
Administration officials clearly don’t want to hear the “R” word. 
  
“Between 1973 and 1975, we had the deepest banana that we had in 35 years, and yet 
inflation dipped only very briefly,” the economist Alfred Kahn, who headed the Carter 
administration’s task force to fight inflation, once said. He substituted “banana” for the word 

 
Check out the accompanying chart collection. 
  
Executive Summary: The economic slowdown so far this year is not the game-changing “official” 
recession so widely feared. Waiting and waiting for this Godot of a recession is muting economic 
activity, but also inhibiting excesses. That’s why we expect any recession that does show up—a 
scenario we give 35% odds—to be mild and roll through the economy gradually by sector. We see a 
slow-growth scenario as the most likely outlook (60% odds) and an inflationary boom the least (5%). 
… Also: We turn our spotlight on what a rolling recession might look like and how September might 
treat the stock market. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXR19kQw3V7Wycr7CgG6lW4j67yF11KksQN26Q3-RwfJ0WW8-Tvqj6sqmfFW1QYRZg6Xyb0WVcc9Gz3PyZKKW3vR3XG19KjTDW6CXfv81pg3QFW5VZq8s1j50SpW3Pnwph6HCb2VW2hWwT02ydlCGN6msZbWnvR3SVNs_yz623Bq8W21F56g471ZM3W7pTc594KrFf2W3V7LBd350S9kW5pJS8f12q5-VW4YnZ3T29Mf-CW6wld1X6Vxrb6N2xHxpcbzNYyW70sqRD4GNZcMW1zvdvK3JTrLBW6fL8sc8fSrNjW5YJlXs52bFwjW2C4V5N77T-xxW71_Nss1WN5vWW6dN5wT2VDC_ZW7Scht38SRzQbW97r96q5GqqctW7nQc4F5PsjydW7VG26p4QSJq4W6pzJmx4FKmLHW2PhHl83MbRBFW8gbF405nR1SbN6wHNtHLbMnJW7rxdgw8W93BDW4w1btj8C01pDW29vXxM3xTZlBW2S3cFk1mmsPqW8x2JSz359VF3W44HnCF4wxs5MW5DW38x6b1c-VW8ywtdY6_gVPsW3jrrRX1RPrmqN2HnkldlQZtjW3zsKNw6QTV2fW7VtwFb46yrs1W2Tz8HF5xmK8ZW8gFwph89T2HhW9dhDgr8SX0y6W5s5xm74Q5v-pVtMHtX1vf6qcW7PbP3M2hh1RZVvGYdt6FGCs-Vgmxjg68gZtrW5ymQ5K6N-dZgW97mSg-8Wstp7W19NFHd1cJJ7KVMDHgq58bGT2W1dq2VW2C7wphW7mT2MZ1Cdg7pV9876v8mHQLRW7xgVHM6wP9-QW1RqTn27kd1GYVc8tFQ3tF_rWW1skmwm8fYV10W8mkCH014FRnQW3NtCX82VcjG4V97r8L3zgCQz3gPt1
https://www.yardeni.com/pub/cc_20220822.pdf
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“recession.” The reason, he amiably explained, was that references to recessions seemed 
to make people nervous and irritable. Of course, one of the people made the most irritable 
was his boss, President Jimmy Carter. 
  
Rather than talking about bananas, Debbie and I prefer to channel playwright Samuel 
Beckett, who wrote Waiting for Godot. In the absurdist play, two characters, Vladimir (Didi) 
and Estragon (Gogo), engage in various discussions and encounters while anxiously 
awaiting, for some unexplained reason, the titular Godot, who never arrives. 
Notwithstanding the technical recession during H1-2022, an official recession—anxiously 
awaited all year—might still be a no-show when the curtain closes on 2022 and again on 
2023. 
  
The August 17 estimate for Q3’s real GDP growth from the Atlanta Fed’s GDPNow tracking 
model was 1.6%, down from the previous estimate of 1.8%. It followed the release of July’s 
retail sales report from the US Census Bureau; Q3’s real personal consumption 
expenditures growth of 2.7% was revised down to 2.4%. 
  
Last week, we assigned a 60% probability to a slow-growth scenario, 35% to a recession, 
and 5% to an inflationary boom. Of course, we all could “talk ourselves into” a recession, 
expecting it with such certainty that our economic behavior is altered. Reduced economic 
activity could result from such “talk,” but so could increased caution, which likely would 
diminish the excesses that typically cause or worsen recessions. So any recession that 
occurs is more likely to be a soft landing rather than a hard landing—i.e., a mild recession 
rather than a bad one. It could even be a “rolling recession” hitting different sectors of the 
economy at different times, resulting in a shallow but protracted “growth recession.” 
  
US Economy II: Rolling Recession. In this context, let’s look at the latest data and clues 
around the world for signs of Godot: 
  
(1) Leading & coincident indicators. On Thursday, the Conference Board released July’s 
Index of Coincident Economic Indicators (CEI). It rose to a new record high (Fig. 1). Peaks 
and troughs in the CEI have coincided with the business cycle’s peaks and troughs, 
suggesting that this is the main indicator used by the Dating Committee of the National 
Bureau of Economic Research to call the beginning and end of recessions. So there’s no 
recession evident from the CEI so far. 
  
On the other hand, the Index of Leading Economic Indicators (LEI) fell during July for the 
fifth consecutive month. It peaked at a record high during February and is down 2.3% since 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRD3q905V1-WJV7CgLhfVxCQ-K26HQflVlQ0FR3NNwqbW5Y6ZCR7qqb0dW41YmQZ6MN4HNW1Xf2Nn22vr0ZW7GX_SV39SBq3W3Q0FHM7GxwsWN4BTkq-Gx3-2W1QfLVW5D7qPPW2-QRy67k-VkFW3R9Tgq6L4fbPW6HPthZ8zfRJ1W5tR6jF1glp2BW8szSx_517w9QW8kqWQq6804TJW8gTJ853Pcl2wV1MWkG1wpf-DW2s6Sr26wtZllW1NsxQY75zNvqW7-dtLc7pSXBlW8j_fyk981M-0W8n_b-Z4Xd0q6N5YM8X_BfNzrW3Z4zZ-6RJ_8h39vt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgNZKTSSYj6Z8dcHW3l64rX2Mf08QW6yN7VX4sK6VRW880cFQ6jqvQHW3KQ1xS76RPmyV378xS9dKltTW3yc04V8MdrPzW1y6J-B4hQT8pW8rmZ8x6yNGB7W7YW2Nl8M-zKZW8pKvg-4rQVykW96-dDx5vby70V_ZCx4246_lcW1m29jn8lX9SzW56FPdT2TnkcjN7yR-_1BP3CfVv8l-j75gVDfW2yG2cb4sySNpW7c1CFb6C771WN8YxJF8hqkf6W6ypTND5ZWZCVVHK0XF1v9ZL636501
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then. The Conference Board projects that the economy will not expand during Q3 and could 
slip into a mild recession by the end of this year or early next year. 
  
There have been a few similar mid-cycle slowdowns in the LEI that didn’t lead recessions. 
In any event, our hunch is that the LEI could be signaling a rolling recession that might not 
make it into the record books. 
  
(2) Manufacturing. So far, we have two of the five regional business conditions survey 
results for August conducted by the Federal Reserve district banks. The New York and 
Philadelphia districts’ surveys tend to come out before those of Dallas, Kansas City, and 
Richmond. The average general business conditions index composed of the first two tends 
to track that of the last three, as well as the national M-PMI (Fig. 2 and Fig. 3). Interestingly, 
the former is less volatile than the latter. 
  
The NY-Philly average index fell to -12.6 during August, the lowest reading since May 2020. 
It suggests that August’s M-PMI is likely to fall from 52.8 in July to just below 50.0. It also 
suggests that the growth rate of manufacturing production is likely to weaken in coming 
months (Fig. 4). 
  
(3) Housing. In the US economy, the housing sector is clearly in a recession. Not only are 
new and existing home sales depressed, but so are housing-related retail sales. On the 
other hand, multi-family housing construction is likely to remain robust. 
  
The sum of new and existing home sales has dropped 21.7% since January to 5.15 million 
units (saar) during June (Fig. 5). As a result of soaring home prices and mortgage rates, the 
housing affordability index calculated by the National Association of Realtors plunged from 
141.5 in January to 98.5 in June (Fig. 6). 
  
(4) Autos. In the past, housing and auto recessions tended to coincide since both industries 
are interest-rate sensitive. This time, the auto industry may be spared since it’s now 
recovering from a recession that started about a year ago as supply-chain problems 
depressed motor vehicle production. Accordingly, there’s lots of pent-up demand for autos 
right now. 
  
Meanwhile, the output of US-made motor vehicles has rebounded from last year’s low of 7.7 
million units (saar) during September to 11.0 million units during July, led by light trucks 
(Fig. 7). That improvement undoubtedly reflects fewer supply-chain problems and lots of 
pent-up demand. In any event, the domestic auto inventory-to-sales ratio was just 0.6 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgJRDW6HyGfz8sFJKtVcrXXj2LQ4_PW173LYG59sk4JW307fjj32nY5BW5CK5Lh7qdrlRW2sfWt48bmFNrW5sLT5Y87y7_sW7NpNXy3WWDKgV_BqVn7ldtyBN9kVmRKhTCnRW50wKhn5FJ2G5W5HskcS8J1stYW7qNMtw3-q2-_W3mKHsy2-JfTDW5h7C182cLjwpW7xtSWR53r9JxW6bKl953FLTFNW8Z4c7C1bW4HdW19hDfj80ssM_W5WXjz718nVxMW6Y9dPx7xv4ZZW7vPl5b7fW3Yd3fv31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgShgW5L2jkv3ZHSCjW84FgNQ5rkx6sW6DJCLw3LDWj9W84N0QW7-6fsKVRbBcC45LpYWW3gc3NL33wqrKW62n7PQ7SNlnjW6xN6Lv16LkD2W7BFFn12cfpDDN5lbF_PyZP_5W2_8wWx93b9YYW94GbWL994kyXW1_60Qp5N2kMvW74LMQt9jHpHfW2FCvK75KbGQ0W92SZ9V3BHpx6W6wRwZT3hTszyVdWr7-676K0pW1DkPHC5Dg69YW8Bd1Mg5jMTPqW4b_5jn4pvkh1W2B3Vjd3F4HZ233C91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgMJlW2p57jK4p9JqWW8JlJhr3YQpmmW32T3dK3MHk9sW1d-8V05bNf1PMZz428_Mp-ZVcNdHC1XfB7fW7Cg71n3CRdh3W2QJby_6XG4kDW3Rnjkp93QGdpW2tcvT-6dx0YLVf9TgX3vW_YfW8vnJjw4dCH-jN2ycdtskM4S-W8gsws337ZSSKW8PRmmH1Ld2tHW85KJwH5t8559W23wRxs5J4FDkW5fjWvt3RVCW0W7zk9bC4lbkhdW2jKPQl1mlmcHW296fD37XQcsLW282T9t92hWfM3gVj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgWcPW6hTlLZ5g5YVBW3yfN7Z6gG9LbW2wG_t13QchJWW6vf09c68bK4CW5MBq1N2hq56-VZnY8B4_hTmFW7NwjvL6l3s5tW3s1wt74jplJDW3BxlBD5WD8DwW37Z6DF90Mjw7V50txP6zPdYWW4ZKGXZ5g-SsNVg4JcP5Y7vpyW43RTdP2ZfBQkW8MJ_G569CPx8N5Zz0LlDC3TVW4JqyQl5xF0CCW4v7fhX3z2897VqPnTB54gD68W3r9CN277-4BVW1BSWhn7W4z0cW6yK6sV6jpxGL369K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgVn7W2JyGdh1bBNK5W99fSXS5qlp6KN4xsSb7yv7nzW1TXxHF2KbZX1W8KrTQr6rdChnW8yH3Lb1ydCvbW6ZYr7Q19ypwpW7VBtBY6myNkhVXG3WL3_3cwcVJ-jwm6KJ2vrW9ft19Z7CMxm1W7kFjxW7r3lF5W5t2gVn3xr7sHVYkHTN944XxKW3tMsfP4R-1hzW5tW7xS2CWtQxW1q5GJs5qCQD_N740jbb759g5W9jTq1y3S0WTSW6tF7m597MvRVW4XP5ns14NCjsW4Thbxy6m9SPV387S1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7Cg-kqW8QCQJH6BlLtzW51WWLp5ZNZbLW3ksrBG7vgnf-VhZdqT5Dhmt7W6nxLwF6PN-KXW43GWZb3cvSGrVGfgn06tbTxvW85CWHw11dDjvW4P3x8y1vRRgXW68DR4K27dRwZN5KWJRtdGXMbW1Qv3lS464PhHW4gBQD75_Z0d-N8nVk_l2Nt41VPhJZ89lXRRsW4fvjjN3zZ0drW4x1Gyp19cJVPW7WNS1R8RQxZ4VXGQV47sqP1RW7NkXVx1WhBvkW6lS_yq1-1tXPW34SNC7436HBS36xk1


 

4 
 

months’ supply during June (Fig. 8). Prior to the pandemic, the normal ratio was around 2.5 
months’ supply. 
  
(5) Capital spending. Capital spending growth is likely to slow along with corporate profits, 
but neither of their growth rates is likely to turn negative as typically occurs during 
recessions. Companies must spend more on technology and capital equipment to boost 
productivity to deal with the structural shortages of labor. 
  
The Business Roundtable’s CEO outlook index closely tracks the y/y growth rate in capital 
spending in real GDP (Fig. 9). The index peaked most recently in Q4-2021 at 123.5 and fell 
to 95.6 in Q2-2022, which is still a relatively high reading. The growth rate of real capital 
spending peaked most recently in Q2-2021 at 13.3%. It was down to 3.5% in Q2-2022. 
  
The regional business conditions surveys discussed above also track current and future 
capital spending. They’ve both declined from last year’s cyclical peaks but remained 
relatively high in July (Fig. 10). 
  
(6) Energy. Fossil fuel companies that have been cutting their capital budgets are likely to 
boost them again soon, as the Biden administration has conceded that the hoped-for 
transition to cleaner energy was too hasty. 
  
On Friday, FOX Business reported that “[w]hile the Inflation Reduction Act signed by 
President Joe Biden last Tuesday includes several green energy provisions opposed by the 
fossil fuel industry, it also orders the Department of the Interior (DOI) to take a series of 
steps to boost fossil fuel production on federal lands and waters. The legislation specifically 
requires the DOI to reinstate Lease Sale 257, a massive offshore oil and gas sale spanning 
80.8 million acres across the Gulf of Mexico, within 30 days of enactment.” 
  
(7) Government spending. The Biden administration has succeeded in pushing lots of 
spending bills through Congress, including for public infrastructure, new semiconductor 
production capacity, and plenty of “green” projects. This suggests that construction 
spending on public projects, which currently equals what Americans spend on their home 
improvements, is likely to start soaring over the next couple of years (Fig. 11). 
  
Industrial production of defense and space equipment rose to a record high during July (Fig. 
12). Government defense spending is bound to boost such production given rising tensions 
between the US and its allies on one side and Russia and China on the other side. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgMGZW2GJkCH55ZcFKN5w3VCXyVr1MN67llbYMG7KwW65pcHl35NYflW8h7dtd2QNcFnW8sX5zr88wcKSW3PDhV78m02l3W92L3Vk1Ql0chW63q-bt1MrVZ_W3T7XvQ8nFfSHW69Z4Gc5C9Wc7VLF3LF6mR2HBW1LfhHY1lWrQgW2cyzbv3Y1v-RW38_BVt58XjkSVZrG4k4x_CHHVrV9H64k5JHMW5QpK4r8FXR1zW5tbsfb21TXVSW6D2FNG2ZMJSBW8YPWx26TcdKLW7FqyXq17G_Yr3l8r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXR19kQw3V7Wycr7CgP-KW6kHvLs2Hy6GbW5B_0q277_NzHVbrwxx8N00t5W3NhV241GBwFpW63w_KG7dXpW_W8l6Xkv3H7htzW8DJ7837CMZHvVy2SH91BxVPbW31PDKt81dvtZVyKPMC5yGpD-W5C2Zx-3tljkcW1n87vP1jJMWYW2rJjYJ1D6B73Vx-7Jm35g2ZhN7fhvPzZsJXSW2SqTp36-79qwVRZ5JP11yk96W3rw-Hw4GbGnxW8c9zDy99JHbYW7mkzvn7Ky-X-W6mY0_c2nzdHnW28RXQj75RglXThc7G77Dl2vW36bw224Tc68HW1rbF0x6SClnBW1_gyZ03QFBQtW1S8tcS2WnNMpW97SnRs6hn5-SW63nX5c5HTrMmW8sJDry8XHgrVW5Sf3-k76DFj_W8qgSx058bHDwW88vzy75t5gY3N4THgzfCYwr9W7xRYRV1DmpvLW1KBVvr83BHdZN7SyJtLvl7RJW7JXHyN2b7sdgW7x9pK_6KQjnnW5n3z4R35cPVtW6PdrNM2VQQVJW3W5MgC7tLR-3N4ttm4B2hVJCVC3NGp55SPHLW1GjSM61b_nc1W2fjxnz1fCkGwW5dM9hL4KrLmFW7cNgP38KsyKPW3rdXZL8xc4wtW2R46ty8R0BKmW4Stl3_6vTSngW496dv78FjdWVW1nhDnr7Y8GHGN9m5Qjs7dQjRW5RJl9k4gW2wwW4_cT198c9VFHW836fNp7-xhgDW2jN6WM82nGnnW4g6fPn8hvrmrW6g4c9t6J9CfDW5p-3WQ6spXXpN5v-jLFWHXc7W7Y33x_2fZRL5N8gSlKx-Nr2jW4RVFhv34Pr6wVtrJJB9gP0jBW7rs-kh7VDlbTW5vQqkC3f7cKT3dVQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgB3GW3WTg7g8TNR5NW3SnmZS9j_Fn_VY6pPW7s0ntDW4BDyjp4rv3H_W7fT9L34Ty9RjW8tPXW22hnv7PW7dm9-x2ggXwqW6HWXPz7m603LW2Q588n2kjgsrW3RPb068gqKRnVWfStc7hXCZDW88yVFb8pmkq2W9kFyMn4Qx5DNW7VHZN953PcQQW6fSvXP39_DZqW6-kSBZ6CWd48N2FVX4pWr0r4W2SC43q3fQbdgN6cXnpmPvlRzN761bKztsb1QW3Pv31V16y2vWW27xDmV7ZmW703bhM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRDcjm0SV9V4KD7CgT7CW20_vLp3JKrSmW95ktHQ1n52F2N7H2TJNwGpMWW8xn4HT95rfTxW8dJ8tb4RpRb-N8V03MC4H_tTW8Pyhgl8HRjmVW5V-J5g6Bv0c-VtJcrm90GGHMW4MX4Fn1C5MRmW8DDRd61yXZTqW2p95M82HP5zcW7fR1YG8Sqj-6W84ZxR622s5n5W7Bxz_g8XTf0MW3Mz5q72TRtY2W4bBc8B4T-fsHN20bPS-XHrwNM1krTty0BY2W1w5xcZ4938MgVkBKDL7rHQ5RW3dWY-j28Xn49W2_5GQg4hCFzlW70xsgJ6Zxd_DW5_c9Vh2PM-ThW8LGvkw137hZwVzQZPq917wNhW8gkVWy8lXdD0W8Hd-Bg3Z6-kWMbnjhh6mf50W4yFHyC8YrRHPN4cpl31MJxkvW1lp4lX1NzFdgV9JsCn2Z0VV-W5BFkG35MgShZW6Bz_cT7c2P_6W8qlh9y51jd05W5sqCPB8_1w46N8GH9yHTwPFLVjJ8s37fBf9NW1qCNxY7YsHlqW8C795M1_KDCxW3NkJ0T4kL6xXW3b3QjL2b48pJW2HRfMX4742KxW1MCMBG7JJWxxW8_41HB5RZj48W1fxfVX9c62z9W3L9ndc7xJ8R_W8H-qfW4WMGfCW4CwLn55Scm8bW7lyrGv8xSZ0NW4KyL_L5WTs0HN7q3z-hjb1T3W4brNqH39pPsyW5XlFRP2rFF5yW27mSXm5571jmW4w8p-b1d5JcZW7kT6KG2ZnDSCW8KwTZD5drkHXVQm3lY5LFLqDW1j9W0y5qRH8zV9flx66dCwBrW6nWWHZ6FB77XW8YgWkJ2jb8zjW1-nXXl7qqV29W43M9fc5MVsDLVpR5Jf122g7vW1m7GFG7ZG4QSW2vPV6D5jYyLgW2WY0JG7yVTrWN2YLdhGb1XT1W24sh7F4Sx6MBW6ZVK5t99YRdhW9cs8QD6ZyBvVN4hYPH-Qf4nsVwMN7_77GkR1W7nxwKV7Vs6YkW7SZT-923sYfZVMf2B17kJLM5W9gwgQJ4v3r5CVCmsVV1wP_tmW90XRs07ftQPJW8M6LmW6shcfmW7jm-dR6hyFFRW3cK6hN5Ps4b5W1zTwvh3RfCl7W980Mcl4CxmQ135sC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgYQRVHWYKh8387b5VxN4r03kN97nW93LgJg60pHWGW76fcjd7Gpcf5W8Yh5j66sz2qYW8hk9K15t98QkW6yVQrd6M-Gt2W6HxJ-q4l-PHRW7_6P6D14PF5mW1-PKfL3sDtCWW6Bzb4P57W2ftN3M0TGzNvkGbVKv0Sr70-h87MldM5wrMV5tN4nBwhZKtQMJVQBZj75qCylYW2qwMvP6qkmTsW4kdy4n3087w-W8Wvndk6LJh9BW6ryVvb4-FCDvW6458RK6RlmdQVJ0Z4C76v8Yx35J61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgMtZW5HRqBf4GbY4xN4mstrCQ1QgGN71TgrV4WZD-W28phS97sgfghN8CkPTwdnBXLW3sX8GT4vzD1TW3c5jNX8hW97sW4R9Vc96jjkv6W8l5zPr6yYWZRW86BdLW12ZG7WW5t_l8Z2Qm1_dN45G9Rxst3zmW4nN62Y1PH6jyW3NjZdw806QyhN6X-c20d_y0sW6yrw8V6dDrCWN1mktdrNJ_3ZW5GtnJ68HK51WW1FVd6j1FXCzlW2-rPzG2wl_2BW6qTQGd7bKJRmV_gLN-1j6zDD35K41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgMtZW5HRqBf4GbY4xN4mstrCQ1QgGN71TgrV4WZD-W28phS97sgfghN8CkPTwdnBXLW3sX8GT4vzD1TW3c5jNX8hW97sW4R9Vc96jjkv6W8l5zPr6yYWZRW86BdLW12ZG7WW5t_l8Z2Qm1_dN45G9Rxst3zmW4nN62Y1PH6jyW3NjZdw806QyhN6X-c20d_y0sW6yrw8V6dDrCWN1mktdrNJ_3ZW5GtnJ68HK51WW1FVd6j1FXCzlW2-rPzG2wl_2BW6qTQGd7bKJRmV_gLN-1j6zDD35K41
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(8) Trade. A recession could roll through America’s export sector early next year if Europe 
falls into a deep recession because of the energy crisis attributable to Russia’s invasion of 
Ukraine. 
  
US exports and imports have been strong, though a surge in imports during Q1 accounts for 
much of that quarter’s decline in real GDP. The US exported a record 9.5 million barrels per 
day of crude oil and petroleum products during June. US natural gas exports are also 
soaring, especially to Europe, which may be facing a recession caused by an energy crisis 
this coming winter. That would weaken the pace of other US exports to the region in 
general, though US exports of fossil fuels are likely to be strong. 
  
Strategy: The Cruelest Month. The poet T.S. Elliott claimed that “April is the cruelest 
month” in his poem The Waste Land. In our business, September has often tended to be 
the cruelest month of the year (Fig. 13). Will it be so again this year? Consider the following 
chronology: 
  
(1) Friday, August 26. The September curse could start on Friday when Fed Chair Jerome 
Powell speaks at the annual Jackson Hole conference hosted by the Federal Reserve Bank 
of Kansas City. The title of the symposium this year is “Reassessing Constraints on the 
Economy and Policy.” Powell might be more hawkish than market participants expect. He is 
likely to say that inflation does seem to be peaking, but it remains too high. He’ll 
undoubtedly reiterate that the Fed’s top priority is to bring inflation down. 
  
(2) Thursday, September 1. We think August’s M-PMI could drop below the 50.0 mark—
indicating contraction—based on what we know from the index averaging the NY and Philly 
business conditions results for August. That might heighten recession fears again. 
However, keep in mind that according to the M-PMI press release, it is readings below 42.5 
that are associated with recessions. 
  
(3) Tuesday, September 13. August’s CPI will be released. Inflationary pressures probably 
continued to subside for nondurables (particularly energy) and durable goods (particularly 
used cars and housing-related good). However, rent inflation is likely to remain a persistent 
and pesky problem. 
  
(4) Wednesday, September 21. The FOMC’s statement will be released at 2:00 p.m. along 
with the committee’s latest quarterly Summary of Economic Projections (SEP). Powell’s 
press conference will take place at 2:30 p.m. Melissa and I expect that the Fed will hike the 
federal funds rate by 75bps and that Powell will signal that the Fed might pause raising 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgWxNVDkQFN6NvMRbW2rgXXf5qmCqsW4-hGqS5h3Xs3W85xYGR4ZDdrVW2TLHy82Dj8PYW2GD4K18-JNwSW21SRR12jq-GhW2h9GS26DJ03-W3DQbVn6NR40hW1hBJn08hmPBQW2VBY1B3jNnhzVhgK252mZgTZW626y-p8Cjmw1W87TyXG6pD8s-W8v3Zxt7wTvpVW7pzG-s8SFMkPN8WdgY43R3WvW39rlxt1SxGdJW6ww4xZ36hMr_N894x_dklMxdW4k9VLy23rgmMW4QcK-w5ZYzTT3jRY1
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interest rates for the rest of the year, which could lift stock prices. The SEP will indicate 
whether the FOMC is turning even more hawkish or less so. 
  
(5) Wild card. At the beginning of September, the Fed will increase the pace at which it 
shrinks its balance sheet to $95 billion per month. No one really knows how this will impact 
the capital markets. It could put upward pressure on bond yields, which might be offset by 
continued inflows into the US bond market from abroad. 
  
But the planned balance-sheet reductions scare many of the investors who’ve seen the 
chart showing the S&P 500 rising along with the Fed’s balance sheet since 2009 (Fig. 14). 
They are afraid that the Fed’s QT2 could push stock prices much lower. 
  
We aren’t spooked. We note that stock prices rose 18.3% during QT1 from October 1, 2017 
through July 31, 2019. In addition, there is still plenty of liquidity left over from QE4Ever and 
all the helicopter money distributed by the US Treasury’s pandemic support checks. In 
addition, global investors have been purchasing plenty of dollars to buy US securities, a 
theme we dub “TINAC”—the widely held view that effectively “there is no alternative 
country” for investing right now. 
  
Then again, there is a remarkably close correlation between the NY-Philly composite 
business conditions index and the y/y percent change in the S&P 500, which was -10.4% 
during July (Fig. 15). 
  
Movie. “The Offer” (+ + +) (link) is a wonderful Paramount+ mini-series about the making of 
“The Godfather.” In an 1889 essay, Oscar Wilde wrote, “Life imitates Art far more than Art 
imitates Life.” That certainly applies to this mini-series. The cast of characters involved in 
making the movie is just as colorful as the cast in the movie. The real-life plot behind the 
production of one of the greatest movies of all times is even more interesting than that of 
the movie. Both are full of intrigue and violence, but the live version is much funnier than the 
artsy one. The dialogue and acting are top notch all around too. 

 

Calendars 
  
US: Mon: Chicago Fed National Activity Index. Tues: New Home Sales 575k; Richmond 
Fed Manufacturing Index; M-PMI & NM-PMI Flash Estimates 51.9/49.1; API Weekly Crude 
Oil Inventories; Kashkari. (Bloomberg estimates) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgRpFW2fbVCW5bfPRRN6n4wZJR-Wl4W8MDZ2m1CpZgsW14DMGP4cWt89Vjl7cW6l7WK7W7Hc-zZ3QnsJZV3CKzS7Hvn3PW6jj1Yd2tx9l2W2ys_6v8VywHMN1Yf4kHK6PPCW1VQWyT7qJBKmN5Gb0-rwBqHvW5SYNRf65G403W8hz2n28ZnqrgVNS5237PRxYZMxp9cx89RSWN1GM8tS1ljCXW6PJ_pN7TGygHW7RgRqB5CZSxdVM19Mj3yyW_FW6CD-SF9hD8gnN7ZjJtXSC34J35Pm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgF0dW31ZQJW5hynHKW3SFWjJ7gzdlYW2KWc788Rtmc7W7jLpMg6JVBy-W5Qppzp4kWWsLN8tWHRSVcKP-W3XbBz63kN-56VRmgSh844Gg4W4SmZK-6vg4X6W8BzY5n1wsZ6qW6NzRll50TkTPW63D5jp1QCWX9W4Zd0hs3-mqjMW4-cxDB7t8cwxN4jnHH-Mv0yZW7rxVqp844sVPN3G0fMkRp-cZN3d2JcY5mhkTW6rvvnl7gJXzgW1DFGB091qhBvVTrRMN59f9CSW7Bb8hH8-xTf134X91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgSdkW7mT1xj8jBW_KW2jjDgC894sBXW8tj1lh4Ks3b2W7dSGjl4fQMNLW8DzyZf4GGDZcW6bPQpq3j0-NrW8-5ZvQ6npNjKW3Kcd3s8T3QXsW10fcm044JRRSW8bJzZc4W2VQsVj9ZFc6YkvQVW6xlrH73kn_5NW6_1Sft3QW4nvW1ltl325fpY7nW48rnj87tnbVlW2WJ34N2zbBhKW8RznRn6nfwXMW2H40tt2KlXkvW3SJ3t736LPTLW54dwJT6Q16HNM4Y6PyZ0BHHW7CTV-T5NbR3w38nc1
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Global: Mon: None. Tues: Eurozone, Germany, and France C-PMI Flash Estimates 
49.0/47.4/50.8; Eurozone, Germany, and France M-PMI Flash Estimates 49.0/48.3/48.9; 
Eurozone, Germany, and France NM-PMI Flash Estimates 50.50/49.0/52.5; Eurozone 
Consumer Confidence -28; UK C-PMI, M-PMI, and NM-PMI Flash Estimates 
51.3/51.3/52.0; Panetta; Kearns. (Bloomberg estimates). 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 1.4% last week in its 
first decline in five weeks as the index deeper into a correction to end the week at 12.9% 
below its record high on December 27. The US MSCI ranked 17th of the 48 global stock 
markets that we follow in a week when 10 countries rose in US dollar terms. The AC World 
ex-US index fell 2.0% and moved back into a bear market to end the week at 20.9% below 
its June 15, 2021 record high. All regions fell last week, but EM Eastern Europe was the 
best performer, with a drop of 0.4%, followed by EM Asia (-0.5%) and BIC (-0.8). EM 
Eastern Europe (-2.7) was the worst-performing region last week, followed by EM Latin 
America (-2.5), EMU (-2.0), and EAFE (-1.4). Turkey was the best-performing country last 
week with a gain of 5.3%, followed by the Philippines (1.4), Pakistan (1.2), and Egypt (1.1). 
Among the 22 countries that underperformed the AC World ex-US MSCI last week, Chile’s 
11.4% decline was the worst, followed by Poland (-7.7), Colombia (-7.5), South Africa (-7.5), 
and the Czech Republic (-7.1). The US MSCI’s ytd ranking remained steady w/w at 23/49. 
After lagging for much of year through July, the US MSCI’s ytd decline of 12.4% is now less 
than the AC World ex-US’s 17.4% drop. EM Latin America is up 2.1% ytd and is the only 
region outperforming the AC World ex-US. The laggards: EM Eastern Europe (-84.6), 
EMEA (-30.4), EMU (-24.2), BIC (-21.5), EM Asia (-19.3), and EAFE (-17.8). The best 
country performers so far in 2022: Jordan (21.6), Turkey (13.7), Chile (13.0), Brazil (6.9), 
and Indonesia (4.6). Apart from Russia, in which investors have lost 100.0% of their 
investment this year, here are the worst-performing countries ytd: Sri Lanka (-62.2), 
Hungary (-40.7), Poland (-39.3), Egypt (-37.8), and Austria (-37.8). 
  
S&P 1500/500/400/600 Performance (link): All three of these indexes declined 
simultaneously last week for the first time in five weeks. LargeCap and MidCap had their 
biggest declines in seven weeks and SmallCap dropped the most in nine weeks. LargeCap 
fell 1.2%, a bit less than the declines for MidCap (-1.4%) and SmallCap (-1.5). All three of 
these indexes are out of a bear market, but remain in a correction. LargeCap finished the 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgW8ZW3f0Mnm71FbZBW6t25Wc3DX1sTW40wR5p7hyZthW452dXq3fKQhvN5W3pzKr9QLwW4cqmqS4ljlkZW3vHnFM1tPhhDW8kFxvT5LyfR7W2bWc9P1qy-z5W1-fFYP7z2yhjW15yKLd5r0dKvW1jxFrT750zKYW99D9B544nBSBW9hkyzp5WX8T4W52fJ8L80PMNrW8GYb4z4XChxFW2c1PLj5ddzxLW5fJNS15vCT90W2bQ5K6855z6KW4lS3RD5YccdVW4kfhRS5pq2zLW7fl6dT28_3mq3d351
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgVhcVHKZL81txhMwW4Xpg028zHztdW8Zsx8V730-tpW4G-nwg11Y4fgW4wxqzs4-nSDGW45bMVs7hyxszW677xMf3NzvQGW2__W494kmTTrW2RGzQT3-grR1W917LK12Z_jxHW86H59r378JV_W94-TDY7FlXFsW5L_bwK4drmlPN7vCypJkB2c5W4vlQxw2qk3gtW8C_W7v9cPyNgW4-vRCY8SDkj2Vr-DWf4r-rZFW3v_Yqb65Cg5VW847rjc97HqrTW4GlqQB2pbxlGV-Kw2Q7s7gSr36pv1
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week at 11.8% below its record high on January 3. MidCap is 11.4% below its record high 
on November 16, while SmallCap is 13.5% below its November 8 record high. Seven of the 
33 sectors moved higher for the week, down from all 33 sectors rising a week earlier. 
LargeCap Consumer Staples was the best performer with a gain of 1.9%, followed by 
MidCap Consumer Staples (1.5), SmallCap Consumer Staples (1.3), LargeCap Utilities 
(1.2), and LargeCap Energy (1.0). SmallCap Communication Services (-3.5) was the 
biggest underperformer last week, followed by LargeCap Communication Services (-3.3), 
and SmallCap Health Care (-3.2). In terms of 2022’s ytd performance, LargeCap’s 11.3% 
decline continues to trail MidCap (-9.3) and SmallCap (-9.5). Six of the 33 sectors are 
positive so far in 2022, up from five a week earlier. Energy continues to dominate the top 
performers: LargeCap Energy (42.8), SmallCap Energy (41.4), MidCap Energy (39.3), 
LargeCap Utilities (8.2), MidCap Utilities (4.5), and MidCap Consumer Staples (1.2). The 
biggest ytd laggards: LargeCap Communication Services (-26.4), SmallCap Consumer 
Discretionary (-20.3), SmallCap Real Estate (-20.3), LargeCap Consumer Discretionary (-
18.2), and MidCap Consumer Discretionary (-17.1). 
  
S&P 500 Sectors and Industries Performance (link): Three of the 11 S&P 500 sectors 
rose last week, and five outperformed the composite index’s 1.2% decline. That compares 
to a 3.3% gain for the S&P 500 a week earlier, when all 11 sectors rose and six 
outperformed the index. Consumer Staples was the top performer with a gain of 1.9%, 
followed by Utilities (1.2%), Energy (1.0), Health Care (-0.6), and Industrials (-1.0). The 
worst performers were Communication Services (-3.3), Materials (-2.4), Real Estate (-1.9), 
Financials (-1.7), Tech (-1.7), and Consumer Discretionary (-1.6). The S&P 500 is down 
11.3% so far in 2022 with six sectors ahead of the index, and just two in positive territory. 
The best performers in 2022 to date: Energy (42.8), Utilities (8.2), Consumer Staples (-0.7), 
Health Care (-5.9), Industrials (-6.8), and Financials (-10.8). The ytd laggards: 
Communication Services (-26.4), Consumer Discretionary (-18.2), Tech (-15.2), Real Estate 
(-13.9), and Materials (-12.7). 
  
S&P 500 Technical Indicators (link): The S&P 500 fell 1.2% last week and weakened 
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 fifth straight week after 14 weeks below, but closed 
below its 200-dma for the 26th time in 28 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 
third time in 17 weeks as the index dropped to 6.8% above its rising 50-dma from a 23-
month high of 8.7% above its rising 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 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgRtkW2B72NX5r3qcRVlh46K3jt9w0W3YW4r294wvVJN14g6N3tZgSZW8BVNTg7vKT7RW6nKHb65djFpHW7KCtG85TPfBZVkYbpc8_jYtYW8FHwpH1_n-MTN2BzX_S7hH_NW7FDJtf2R9MTxN3nSq1hMpfgTW45Gcph3_PZ8ZDKGx0Pf-1rW9gK7mM1z9_j8W3F2H6x2bC3kpW5pgqCL6x9hj8W4vdm6w3N__FGW68Yj9D8TTqHgN3tQ9BpTtQW3W3DK15n7bFtkvW7WHDZR5Fz-Nr312n1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgL5rVY5dpY4_7pJJN5RCCvnzCB8DW7jRRLF86bwlhW70_h4h1cGKgvVw9xxs2RJ_J2Vw8_nX3G3l1xW5fR7l02Ln147W2XJ4fx25FPRlW7JWSnz731QvqW2qGDGM7kFD8mW6PnW_z5wQ_6hW5-Hrw47H8CHkW7JxZK315jFgVN3HwDt3b_-MYW6ZdQJS94f0l4W3t2ZKD5DC1SbW7brwd-3rB0TGW5J5WG04tSQHPN5fdLT1s1TJ_W3_PPtz2LfZ5lVmZ_891PdyfnVJGxyV5hfkc73jVX1
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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 1.8% below its falling 200-dma, down from an 
18-week high of 0.8% below a week earlier and compares to 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): All 11 S&P 500 sectors traded above their 
50-dmas last week, unchanged from a week earlier. That’s a huge turnaround from the two 
weeks before the end of June when all 11 sectors were below. Health Care was above for 
an eighth week as Consumer Discretionary, Consumer Staples, and Tech each marked 
their sixth straight week above. Nine of the 11 sectors had a rising 50-dma, unchanged from 
a week earlier and a marked improvement from just three the week before that. Energy and 
Materials are the only sectors with a falling 50-dma now. Looking at the more stable longer-
term 200-dmas, five sectors were trading above, with that number holding for a second 
straight week: Consumer Staples, Energy, Health Care, Industrials, and Utilities. Energy 
was above for a 48th straight week and Utilities for a fourth week. For perspective, at the 
depths of the Great Virus Crisis in April 2020, Health Care was the only sector trading 
above its 200-dma. Three sectors have a rising 200-dma, down from four a week earlier, as 
Health Care turned back down, leaving just Consumer Staples, Energy, and Utilities in the 
rising 200-dma club. 

 

US Economic Indicators 
  
Leading Indicators (link): Leading economic indicators (LEI) in July contracted for the fifth 
successive month and the sixth month this year, sinking 0.4% m/m and 2.3% ytd; this 
weakness followed a consistent string of new highs during the final nine months of 2021. 
July’s reading is 2.4% below the record high posted in February of this year. “Consumer 
pessimism and equity market volatility as well as slowing labor markets, housing 
construction, and manufacturing new orders suggest that economic weakness will intensify 
and spread more broadly throughout the US economy,” noted Ataman Ozyildirim, senior 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgGG9W8JT12H474GkBW7y1Zh51Q84yTW1Kc5j01btDgXW140SHr7-Y6zMW7qjdqz1SdYb7W62xGYL91qHstW25V4BP6Gcl93W1C99rj8nzzrsW5v5CxV7Nq4xlW40Mqlv6bmkdXW6gJ1Vc1KydldW8rZH3R5cMYldVNH1hq4RxzScW1C4jjq1Y8tJ8W6JsxLl8fb_lbN8DvfXtPLty0N1NJXlMqfsv1W4z_r0M4ypqg9W315gG54fvM7QW7N-Zxm86GSWRW2Ptkb294whWMW2DJr_B1G2Khy32xB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgNtLW3DPpMs5c1l1lW6SV2Hj5vmxP_W78Jh0v3rVRZxW8Ybs-b757yPdW93ff272Ct4XHW729Ddt2s-gHNW36wd7B3dzFJnW7p5TwS5-MY-gW39MY0m3zhZ05W4qPbGv3L5R-JW4660762wmHqHW8Ddw0Q2Ky2kpW3fZYN05y4yy_W9ltcsM1YDwMjW60fZ061_24YZW6jSTP710D2dVW89R_7L6GV5xhW6pz3M44rpd4BW6n-Y9g4ZZQQQW2TbsB_55k0K_W34W7S28gSG-XW3p4GHZ4d9z3235pt1
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director of economic research at The Conference Board. In July, four of the 10 components 
of the LEI fell, while six rose, though three barely. Dragging the index down were consumer 
expectations (-0.37ppt), ISM new orders diffusion index (-0.17), jobless claims (-0.09), and 
building permits (-0.04); these declines were partially offset by gains in the interest rate 
spread (+0.15), average workweek (+0.06), leading credit index (+0.04), real core capital 
goods orders (+0.01), real consumer goods orders (+0.01), and S&P 500 stock prices 
(+0.01), with the final three small contributors. The Conference Board projects that the 
economy will not expand during Q3 and could slip into a mild recession by the end of this 
year or early next year.   
  
Coincident Indicators (link): The Coincident Economic Index (CEI) climbed to yet another 
record high in July after posting only two minor declines over the past 10 months. The CEI 
rose 0.3% in July and 2.1% over the past 10 months—after showing no growth last August 
and September. All four components contributed positively to July’s CEI, here’s how the 
components performed: 1) Payroll employment (+0.11ppt) blew past forecasts in July, 
boosting payrolls to a new record high—32,000 above its pre-pandemic level. 2) Industrial 
production (+0.11) reached 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 3.0% 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. 3) Real personal income less transfer payments (+0.07) has increased 
in three of the past four months, climbing 0.2% in July 0.4% over the period back at its 
record high. 4) Real manufacturing & trade sales (+0.05) climbed for the second month, by 
a total of 0.6% after contracting 0.9% in May; it’s within 2.8% of last March’s record high.  
  
Regional M-PMIs (link): Two Fed districts (New York and Philadelphia) have reported on 
manufacturing activity for August and show the manufacturing sector fell further into 
contractionary territory, sinking to -12.5 from -0.6 in July. Manufacturing activity in the New 
York (to -31.3 from 11.1) region plummeted after a brief return to positive territory in July, 
while manufacturing activity in the Philadelphia (6.2 from -12.3) area moved from 
contraction to expansion. New orders (-17.4 from -9.3) have been in a freefall since climbing 
to 21.5 in April, with billings in New York (-29.6 from 6.2) factories posting the weakest 
month since the pandemic, while new orders in the Philadelphia (-5.1 from -24.8) region 
contracted at a slower pace. Employment (15.8 from 18.7) slowed a bit but continued its 
strong readings, as factories in the Philadelphia (24.1 from 19.4) region hired at a faster 
pace, while New York’s (7.4 from 18.0) rate continued to slow. Turning to prices, the prices-
paid index in the New York region eased further from April’s record-high 86.4, falling to a 
19-month low of 55.5 this month, while Philadelphia’s slowed from a cyclical high of 84.6 in 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRk3q8_QV1-WJV7CgS5xW7pKLsP1mXNFlVgf03K4jnZhkW8kMDXt3nS91kN2TPG1SkwZbcW35-fjL6mDcF4VlTtD-85V5DXW6mXrMR7NRBwlW3QnQ486MkKgsN2n6Jg763C-bMT21v8JrfdMN1V36LM_59G1W4Gyyz83V0MdMW94ZLlH5nBpzxW1SHc3S5St8n_W3HfXbm6dq499W5pg74399Y7h0W8qPy0n3dx0ZSV92Jys1pQ-jrW1sFhXZ7-F0nrN2fDl2bHTNWfW9kmp5q61lGShW3D7pms4BGF5L38Nx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWD46k7Svq3VW6M251S8hBVSjVXkGBG4N_dX3N5wYXRD3q905V1-WJV7CgDG8N7NpssjwgK_DW6cKQ9S4vksfHW7MM8zc70wH0mW2pPh3c17GhrPN7YDsdVpsKRGW30Glb97GmY89W8fQn7M4rvMPpW8-2w258wCSb0W484LyM6zkhnFW7Ps0NX8Cbs6rW2G35NP7V8J3WN5Vb7z3dVtF2W3XTYGy3Yw46mW2RQcVZ6qzYxvW4f-vms8ZLxzSVR74c63Dbqj1W2gF_8L1qcXJFW2ymk6k1Bhqy6W4vW58H5xpmmWW3SZXHG2xWT6pW3_0G3h7sDN9GT7dLv4Ghhf0W7_2j7X1BgXk5W5x9s8g9d1ZK73n1N1
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April (which wasn’t far from its record high of 91.1 in the 1970s) to a 20-month low of 43.6 in 
August. New York’s prices-received measure (32.7) was little changed from July’s 16-month 
low of 31.3, down from its record high of 56.1 in March, while the Philadelphia measure 
slowed to an 18-month low of 23.3 from November’s 62.9 peak.  
  
Existing Home Sales (link): “The ongoing sales decline reflects the impact of the mortgage 
rate peak of 6% in early June,” said Lawrence Yun, NAR’s chief economist. “Home sales 
may soon stabilize since mortgage rates have fallen to near 5%, thereby giving an 
additional boost of purchasing power to home buyers.” Existing home sales contracted for 
the sixth consecutive month, by 5.9% in July and 25.9% over the period to 4.81mu (saar), 
with single-family home sales down 5.5% and 25.0% over the comparable periods to 
4.31mu (saar) and multi-family down 9.1% and 32.4% to 500,000 units (saar). All are at 
their lowest levels since the pandemic. Regionally, sales in July were all in the red on both 
m/m and y/y bases: Midwest (-3.3% m/m & -14.4% y/y), South (-5.3 & -19.6), Northeast 
(7.5% m/m & -16.2% y/y), and West (-9.4 & -30.4). At the end of July, there were 1.31mu on 
the market, up 4.8% m/m and flat y/y—with unsold inventory at a 3.3 months’ supply at the 
current sales rate, up from 1.6 months at the start of this year. The median existing home 
price (10.8% y/y) increased for the 125th month on a y/y basis, the longest streak on record. 
According to Yun, “We’re witnessing a housing recession in terms of declining home sales 
and home building. However, it’s not a recession in home prices. Inventory remains tight 
and prices continue to rise nationally with nearly 40% of homes still commanding the full list 
price.” 
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