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YRI Resources. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. Replays of 
the Monday webinars are available here. Exclusive free downloads of his books are 
available here. 
  
Strategy I: The Tug-Of-War Continues. The latest bear market started on January 3, 
2022, when the S&P 500 peaked at a record-high 4796.56. That’s undisputable. But 
whether the bear market ended on June 16 at a closing low of 3666.77 is a question of 
great dispute. The bulls, including Joe and me, think so. The bears believe that the bear 
market isn’t over and that new lows are ahead. 
  
The bears were on the defensive from Thursday, June 16 through Tuesday, August 16; 
over those two months, the S&P 500 rallied 17.4% to 4305. But the rally wasn’t robust 
enough to breach the index’s 200-day moving average, which was 4306 on Friday (Fig. 1). 
The S&P 500 stock price index relative to its 200-dma bottomed at a 26-month low of  -
17.1% on June 16 and rose to -0.2% on August 16 (Fig. 2). It closed at -3.8% on Monday. 
  
Now let’s review why the bulls enjoyed such a good bull run from mid-June through mid-
August and then consider why the bears might have a good bear run for a few weeks: 
  
(1) There were mounting signs this summer that inflation might be peaking and doing so 
within the context of a soft, rather than hard, landing of the economy. The major commodity 
price indexes peaked in mid-June, led by energy (especially gasoline) and agricultural 
(especially grain) commodities (Fig. 3 and Fig. 4). An easing of price inflation would lift 
consumers’ purchasing power at a time that payroll employment has been rising; it jumped 

 
Check out the accompanying chart collection. 
  
Executive Summary: Today, we examine stock market sentiment—where it’s been this year and 
why, as well as where it might be headed. … The bulls had a good two-month run, for a host of 
reasons we discuss, but it might be ending as they go on the defensive for a while for a host of other 
reasons. … And: QE lifted the Fed’s securities holdings and the stock market followed suit during the 
bull market years. But does that necessarily mean the opposite will happen when QT starts to unwind 
those holdings in September? The bears think so, but we see reasons to differ. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4Nh9kQwGV7Wycr7Cg-CSW5z73vv4pjqstV8lRC674DSXSN3GBw3k1yPMsN37LsDhtR85FW85yT4f2pNVk1N3j2vZppKzlwW7L8PLx7qJQCPW5h6_tY5gBCswW6Q8CRY6rNBKkW85brjD3Gk1LQW3Vcpn58CJPv7W5PVrS11jrZNFW17nx-V14ZJt7VHQ2Vz55ZshmW8Lf1Cf8B_GmtW6lGb252Cl0p7W5xTX8h5H0PBMW42M6zZ3FTwBLW5j9Tsp4GKQnwW6yLJT81Jp3Z2W3Cq84W9lWLw_W4gqWbf6zdFgTW1SZj9l1V5gV2W7K9jXC5wmZFxW75sLtv6XMxxGN6vVMn2_6lWgW1y-1nk4cbGZbW3lkYZK4lL3T_W5LXj9z9jQg2LW6n1F3J1VFQLVN6svpwtsdzDhW4kdqRM3y-0FwVcT9nj5f8zttN2XY_yT5YqMxW30WXx7767GstW99JB_85pZG1zW1PZ8RS8Z-DG-W3TrS408ty-gDW7l4PTW3X52VyW7VCvWm5NZw47W841G9P7GFwb_N2F79s_ZLbPYW6bXxST6tMw8rW22vYn61LQvQMW1-Vv1C1-WM7GW1-3pFC49R8xbW1bYTjx4JQGm4VRBSl38w6T1-W3Y9VwY5L10MlW5XpK16248ygnW8Y32xJ85xk51W8P8xJw98SxmTW1VNdKR7vsP8CW8PJ2m02BKHZzW47Tm_B3BLNq0W9k-j8W4m80X-W6VhXht2pyfShW40RNVF8TzdxlW1wxPLv685dJhW1885W81NqlWwW3lGPfY4KyL71N2G8t69L2_jQW8h4c368-Vs-kW2W4zRl7vwFkWW1MP4bp31k0JpV9Yn9M4T5xyCW1C5FY65PDRTLW9fB8Zx33hMLNW6_02ky2t8D5jW4jBDZs4x4J68W35F6Pl3VbcMFW8BQvGc92HCPg38Br1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgT0dW3ZR7kN3sp9SnW9dztS33PYTFzW5yJmgZ7PRtD9W8vV4s24gPHsVN751MVjCPl29VjlsVH63kMyfN71_8bSJ_Qp2Vn5DXD1PQL-vN66P3_hBjXgVW1rkl9T2KWCFLW2DdhSR7fWmClW7DL6XJ4L_CR-W89wljp202vmbW8GbL0K5_J7GyW8tQBg194v2dhW56v6qC52pYrzW20ng9y5_HVwYW7kQpmd3cZRDqN1kTYVl4VHZnVJmQps7CtnhrN3XLbZsbJ4nzN4vk2tYw5WbH3kth1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgRvhW1CQTXt3c5wYlW5c-Pgb9cVXB4W1rF8VS8nYNtqW1QxyxP7yY9fTW3GRGjw4Jr-wkW3zc-9x9dTFF6W3Jyf-C5Qr_lYW7271Vl97G-qJW89y2-W47zKmnW38RQGR2b7_jSW6mwF_15kSGP0VyQ0Jx5mjwdsW2FG0Fl3HvMj8W5YNjwF76FfT7W1ZmRMP4RWgtLVNGpYf8KWXvcV3MplY2Rhn39W7QJNB83NDV5xM3r4rLQf33FW5wsRck846-KvW1X56kQ11QzbFW327NhK7rP_hl31Gs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgMsbW8GsgNp2sgCvvVtdv868Y1CxkW38h3D34xTXw5W1GQJpw6HMHYBW5vc3Rt89-1f4W6dBXHs623lC2W7CGmtT8vdg0mW8JxYhK7GHvfhW2pKbxJ1-kKPPW6L8gJr3QKYjVW7vJY1p8VN-ZdW3V9X837jkYs3W6sC1sk7yqvmDW648yrR2kZ6PdW5dJ9tG1TsC5rW2Q_8DL6jrmqRW5GnTMz3MtpP6W47n23T1MbDCjW6BtMmc3wPTBMW5Vc81j7SpsGQW7RZ9Vc50YhBxW6VnGTn3GxgvQ33_21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgR2lW5LYHJb47JQRbW4tq2Rt8WGd_vN1138fXGL7zNW1WCv0J5RSr7dW8zqtt853p00bW7v_D8D5kDVdMW6Zdt5l7sDQ4lW4T0T0_1Sy3kJVwLW0W2LTj1vW4M8vmy8lGxQ1N1K4T3rRjV4sN5NxShGTTHMFW5zjxGw1zR6YFW8s_wnp5F3Nk7VNbn9985BzmTN5vzbJ39m83BW5fXMf-7MRnTfW1gFl5j8_PkC8W6-lkPK4dmYvxW8F-pGx2bD5kMW67qBtj8fZqyDW1D8GSN843PXB3fWz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgXXCW4l1w5V616wZMW2-NDGW2tTfJlW76_qLT8cRLw5W4cNdjB7tX6bWW74JRPp3TlZ4zW33PMCl409WbRW79_LCz27-QYMW42NzJf3lBnvmW8XGqvw3tHYrfW3PDJrS8nr8vbW418yYj69LJksW8tXLSk53126JN5DlDG66NFD8W3ZhQ8q92Y7tvW8rjwpR9ldkMsN5RrfSQgmg2WVmllMl1L-9_rW1K7VXm8WYZlxW4wXDHv8nM7m_W2jM4q95ny-VHW19p3dy8RvYjDW8btBm-1g2Z7-355S1
https://www.yardeni.com/pub/cc_20220823.pdf
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by 926,000 during June and July. 
  
(2) During the Q2 earnings reporting season, the results turned out to be better than 
expected. With 95% of the S&P 500 companies reporting, Q2 earnings growth for the 
companies that have reported is 10.6% y/y, twice as fast as was expected at the start of the 
earnings reporting season (Fig. 5 and Fig. 6). 
  
(3) At his press conference on July 27, Fed Chair Jerome Powell said that the federal funds 
rate, which had just been raised 75bps to 2.25%-2.50% by the FOMC, was now at neutral, 
suggesting that the monetary tightening cycle might be over sooner rather than later. Both 
stock and bond prices rallied. The foreign-exchange value of the dollar remained strong, 
suggesting that foreign investors were purchasing dollars to buy US securities (Fig. 7). 
  
(4) Sentiment was extremely bearish in mid-June, suggesting that sellers had mostly 
capitulated (Fig. 8). Back then, the bull/bear ratio, a contrary indicator, had bottomed at 
0.60, representing the fewest bulls relative to bears since early March 2009. 
  
Now the bulls are likely to be on the defensive for a while. Consider the following: 
  
(1) From a technical perspective, the bears gained ground in their tug-of-war with the bulls 
when the S&P 500 failed to rise above its 200-dma last week. 
  
(2) During the recent bear market, investors slashed the valuation multiples that they were 
willing to pay for analysts’ consensus earnings expectations, which were rising to record 
highs. Perversely, the latest rally occurred as analysts finally started to cut their earnings 
estimates. They’ve been doing so since late June, lowering estimates for the remaining two 
quarters of this year and all four quarters of next year (Fig. 9 and Fig. 10). 
  
(3) “Don’t fight the Fed” has been good advice for investors to follow over the years. 
Arguably, they’ve been doing just that from mid-June through mid-August. Since Powell’s 
presser, several Fed officials continued to squawk hawkishly. They’ve been pushing back 
on the idea that the Fed may soon slow the pace of interest-rate increases and start cutting 
rates early next year. 
  
Most recently, in an August 19 WSJ interview, Federal Reserve Bank of St. Louis President 
James Bullard said he expects the economy to be “stronger in the second half than we were 
in the first half.” On inflation, he said: “[I]t’s far too high.” He wants to raise the federal funds 
rate quickly to a level “that’ll put significant downward pressure on inflation.” He favors a 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgQ83N72rwny81r-TN84S1RyRKjvNW8WyHBx8XHq0KW15WcGT86D8MXW60Q-cw1gbWKBW8xCZdH2LKQksVt2dXd2sJjsNW1WLcXt26DM18V2LXgg96F9x_W4nzGjT1_KTDJW5KfJYt5JzzfPW6Ys5Qj833bM5W8z423745K3g3W1XzbFS8LdmRnW5VcTY671BgC0W19Gc-j3rNkL7MwL-GNrl5lDW2Dygjn5dfNQ1W4frNTv2nv-wvV87K4b811SMrN4K-znKLRGJcW3CJf7941wvSx3nrX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgRQVVLD5ZS4qX0_lW2KQLhV82f9WQVz2Bzf2BtZySW2RGXrt2vsLvjW7n-FmS7SMzGTW4s14HG2N_RPXW80KX6P8kZSgNW80Vr4z6pZ33XW8WZ_td4w0XWcN5zx09-qb7mJW25QqJF4y_LDFW3JCbw21tzwrfN5Y1FHSsvCYSW4GmcH32SzPcrW1zzMKS4yy0vfW30k3154lrY0hW1GPWWx1KpQfzW23G2gn2TbrHfW3xz6gc8Mnt-nW2GmFSm8ZrVs4W2Nc2-q2SZmmpW8sYBBy8VLK-q3g6J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4Nh3q905V1-WJV7CgTcWW309PyJ4VcgCpW4JkKW27wL6LZW6Wrlc52rffYVW57tN164qw3nCW94dSZC1l29GxW73_zkh6P--FKVtxzpt2XPmhSW8QRdZ27rXPDYW6Slxhs92f_vNW7Tmgqw1fC1GTVvykcL3n1smbN40Nx_pSdp5hW30N_Yj8tGGSmW4Nv74t3RTp7mM9JSzt_xZsgVsF5Hs5Bx7xBV3Y-Kh2Fk58zW25QHM84gNctpW9jkj_p6rr5rHN4TZjlMkpzpdW5_6BCd4jTYvQW5R-p2b5_BkQ-W7RWg7s1LdgL1W6DtKgF6Xdbcc3fdF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgCpFW6CqDnx3SLwJjW5h-L0f4F7HvBW7sHmmF3lW_R6W1cTKVL6Nw8NbW5YRQ_b3T91DVV3d0FX6WzSKWW8WSMHM2mk_q5W3nGVqn9cTFL0W3KCyB8622rplN2DdCL_9Z2W0W4cJmYj7Km1SlW2ZWTy464mtXcW3j1NDT5x05-8VcsTXW6ptNVQW6R2nGc7CxLFsW1wmkfZ2TDwPCW7ClRWY3H1vYjW5VhFZR4nFFTrW3kl9_j8tm5-PN3Tf0PZhCh5YW1xlCMP4ks1JBW3QgLyp2ZkYM5311N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgCdXW4lhjt48Rvf-LW7l4LH94H8RFgW3XBVVs2qgsMKV94nRH1pGgkfVcPr8t1CWWQxW4-BrmM8LKX2_W6l8t9S5Hv8GZN513vzWk_Fd9W3GX2wk1hFdBxVNK0768jRNgKW8qkTVr2xNWvZW3JwV4Y2YXrXfW5lyDcH1Yr7YDW4dDpFk7TGJ-3W8hKQ7R2xKthYW71sqr_3L_2ntW29-y2C6K4DPWW5DK2hM2C8p94W4F5N002_Y5MpW49_Dd63yQv2qW66vpWz85JmqpW4XyMZ_4RPmRD3jGx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgK6cW1tc8059bHHl2VSSb2B8dcm6_W935rGP1gX2yMW696tnb1K8bqwW1KFSFR5F-kYrW6dsgXF2GhLMcW6YVg2K3dK1n0W3cVN4h50qmv8W4PmdlF4rTwgWVlcHmB1T69l3W8SgWlH6HN2_wW4Yy-v04-RMBjW66RD-h3Vy_LcN3GzKQFkvfW7W80-5tT3c3v5XW1hkBC32tcWX-W7jCdMG60GFmLW4bpJyB3NQXpzW7sM8PN7lCYlQV4PP0h2mZ5VXV9L9_b5cgSn6N2ct0b4FWbZn34M31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgQ5GW2btrVP96HQXPW6x111t5-10JbW93HpBX2vLdJQW1N1f2_57bmZ-N1wPHD83mN0gN3fPl-Y_26MMW2BS4F98SLB-hW96K7qb3rXrcNW5mN0B36hySyQW1N5GX-2q0G0vW32sk3T4NRp8_W21D6pb2m70nPW8KMCdx88CbwdW2-8hKn3SB5l8W32kq007CdkjkVL9xD83L8K72W1D8CHY45KDvKW6fDTtj1v8gj0W2HDDc99lndcLW8yzdH_45g-JQW1KC3rX1YJ26BW7kdLDJ4TTSmH3cJK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4P93q90_V1-WJV7CgYHDW1fCNtd5Bcf3HW7sxbY92FBm46W25C6ns5mdxv1W6m9K5Q4vS4sGW7rkMPj87wNBTW8fsdct30lnJLW7F-GL-39Xh8CN8F2cGPr4kmhW1G8kwv8SLYvRW6XWlx78SrVbcW3mS3df8s-71HW2RDygb5HKkwVW3fPVG31pZ2ZRVpFpBt4Cy48_W6mLsBR8FVhF5W73XJN656kgrqW2c5Z3S7RnDVtW27KGrb24w_xKVQbcV-4tGJq9W3pFH8W3TrTsPW2Vhpt92KRmGZW54nbH26cZJJtW6rnthQ6nwRMwW7CgXYY4wG123W8rjZr77nZGfwW102lzb1mLjGkN5HBMkS8DXZYW5tL3dH1lxLYnW3KNYyN63dRkSW3fsN3z98jjVQ39bH1
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75bps hike at the September meeting of the FOMC. He said that “the idea that inflation has 
peaked is a hope” rather than a reality. 
  
(4) In our opinion, the financial markets have discounted a 75bps rate hike in the federal 
funds rate to a range of 3.00%-3.25% at the September meeting of the FOMC. So there 
may be a debate within the FOMC between those (like Bullard) who want to front-load 
future rate increases and those (like Powell, perhaps) who would prefer to pause rate hiking 
for a while. 
  
July’s CPI, which will be released on September 13, may resolve the debate in favor of the 
more hawkish FOMC members even if it shows insufficient further moderation of inflation to 
justify a pause. The bears are expecting to hear more squawking hawks on the committee 
in coming months. Then again, in our opinion, the inflation news may continue to show that 
inflation is heading lower, as the bulls expect. 
  
(5) When he was asked about quantitative tightening, Bullard noted that he wants to see 
how QT2 works over the next six months before evaluating how it’s going. He wasn’t asked 
and didn’t volunteer whether QT2 is equivalent to a significant rate hike, which might reduce 
the terminal federal funds rate for the current tightening monetary policy cycle. 
  
(6) Winter is coming, and Europe is getting closer to a severe recession resulting from an 
energy crisis as Russia cuts off natural gas supplies to the region. European gas prices 
soared on Monday after Russia’s state-owned energy giant Gazprom said it would shut 
down the Nord Stream 1 pipeline for three days at the end of the month. 
  
The unscheduled maintenance work on the pipeline, which runs from Russia to Germany 
via the Baltic Sea, is heightening fears of a total shutdown. A severe recession in Europe 
might not cause a recession in the US, but it certainly would depress the earnings of many 
US corporations that do business in the region. It would strengthen the US dollar further, 
which would also depress earnings of US companies with sales in Europe. 
  
Strategy II: The Ugliest Chart Of Them All. We’ve saved the worst for last. It’s probably 
the most oft-shown and most compelling chart included in the PowerPoint presentations of 
the bears to make their case. It shows the S&P 500 stock price index versus the Fed’s 
holdings of US Treasuries, agency debt, and mortgage-backed securities (Fig. 11). 
  
Joe and I added a dotted line to track the Fed’s QT2, which ramps up in September and will 
reduce the Fed’s holdings by $95 billion per month, on average. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgVX9W4Q_rhJ4bcc6HV37D0H6CTC8LW5w8Wpf8P7bwqVVylXn8G0cV4W2rg_m29lH0GgW301yYZ6pVCkBW41qyWZ6vtv_TW4GYvQg51K8tgW8Bfq8G68m3mzN5tXTSWTLnn-W1pwsYv202NnsVFXw4z3VcH6lW84qMYW2YXQnhW2dGrH_7Sx_rvF36-5kpyxhXW1Q4p362zkTySW8rqqjv5kY9fNW3rmfyx1cR0TqW8xK0qX6Hq-sRW8vQl4658CBzBW8SLP3Q56kQlHW8fD4Ch4pkV9h3f1n1
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We certainly agree that all the QE programs that expanded the Fed’s holdings of securities 
contributed to the bull market from 2009 through 2021. But they weren’t its only support. 
The S&P 500 always rises along with earnings during economic expansions, and the 
economy was mostly expanding over this period (except for a severe but short-lived 
recession in early 2020). 
  
The fourth round of QE undoubtedly boosted the S&P 500’s valuation multiple (Fig. 12). But 
the forward P/E has already corrected significantly, falling from 22.5 at the beginning of 
2021 to a low of 15.3 on June 16, and back up to 17.5 on Friday. 
  
The question is whether there will be enough other buyers of Treasuries, agencies, and 
mortgage-backed securities to offset the Fed’s QT2. Keep in mind that before QT2’s $95 
billion-per-month paring of the Fed’s balance sheet, QE4Ever expanded it by $4.7 trillion 
from February 2020 through May 2022. 
  
Who might fill the void in the bond markets left by the Fed? Consider the following: 
  
(1) US Treasury. The good news is that the federal government’s budget deficit has been 
shrinking significantly as pandemic-related outlays have decreased while tax revenues have 
been boosted by inflation (Fig. 13 and Fig. 14). Over the past 12 months through July, the 
deficit is down to $1.0 trillion from $2.9 trillion a year ago on the same basis. 
  
(2) Commercial banks. So far this year, commercial banks have seen their deposits 
increase by $172 billion through the August 10 week, while their collective loan portfolio has 
expanded by $786 billion (Fig. 15). They’ve stopped accumulating securities and have sold 
$84 billion ytd. 
  
(3) Bond funds. Bond mutual funds and bond ETFs have purchased just $87.4 billion of 
these securities over the 12 months through June, down from a comparable record high of 
$1.1 trillion during April 2021 (Fig. 16). As it turns out, there was an alternative to stocks, 
namely bonds, but they incurred huge capital losses over the past 12 months as yields 
soared. So it may take some time to bring investors back to the bond market at scale. 
  
(4) Foreign investors. The most aggressive buyers of bonds in the US capital markets have 
been foreign investors. Over the past 12 months through June, they purchased $840.9 
billion in the US bond market, led by $618.8 billion in Treasury notes and bonds (Fig. 
17 and Fig. 18). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgSkPW5G6BN-48rThsW2lQt5P8yQCJrW6JmYhR4ydbTmW6bWqn55BjhVGW8vH4mw5B37cFW8fmGXH1sK8tNW59tdQS6kprqTN4_MjDXSmf_tW4hDh5c3bshLvW831h-L90RwP4W16xnZk4_sqYmW25x4dK5cw4snW711gz-61H0jfW8Grlk04_1yggN1R7zFHhW2SWN5t-ZSK8Sc9PW6j5dK26B4m5VVxKFBS4pQmXdW3XlKy072zsN_W4-v4Ds3rFYRLW30QFLq47vGVFW5fW9m86zD9KR2kT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgShFW90Yn3v6z-WBMN7CLXCz2Y0ynW4n5-YV4Q6zfvW5h5J4l6kd8b4W2mzL2Z8nsY7MW3Sslgg4NGjDXW56Jtfv7VQQ5FW8l17P09grgzbW1-GQhH4FznSbN4cnvL5vPJrxN3k3MLZ8wR_KV9wsg27Bz1Q3W8F579r4zrKgkW32JXdQ5VYgDqW8v2zW71kzJCkW6zjT913PvgqBN5XX9_GwltvSW1wb0Q66Pvgn1W5JvDh_2y_rY7VC8DCn5fn4zzW61zWsb7kvnynW3Flm4w8N-hy33gSG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgMwDV2GcN119w_3nW1GhJS167PQLHW7LyG_S4l_Q1TW409s9v7Zvm9xW4y1RhG1HQ0VbW7v2ZND3Zbb6gV4jTvN7pjkjdW3QFPtK7hh6qjVpDG7f7y4LgGW8lBvVk7TJg2ZW5lgkGg5sjcf4W8VkSG45pqrxNW3yXXXt1hq6y_W5ZNc541sw0PhW6Tw8_v2rZH5cW5lwgkh5mHF4nW1nqhgT3P9Pp6W33zmy13VR7ZcW96KGW21-T_bwW1xrSJN1pzHWHN3s4NKDz5-X0W30LwGD5HTc4G3qlz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgQ9bW7jw8BY4sD8-DW3nR-p752v-M3W6g12sK3tPKVxW9c0fSN5wpffnW8NQm4-1CtTtQW5Hg8BW5lXs5YN1PPNYv-18x0W41r2K544g6w2W45_05S6wXJCnVY8wWp1klLHJMYZ0zXgMPX7V59fvv8KvgVCW1MgXWR5H4jFGW6zm_Fg7Rc-XDW34Ql_-2lMP-1N1tkWr42qpXDW4rDJtN2-bxcLW9b21pK8NHLwtW7dDkGL2ps_mtW4ZXJnW4Hj3-jV4SPR11bQdsPW2D1jBt7cKWMc3nRm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgXpBW5SF2RL42GxG7W5sxYzv5R2-18W7x8WTs8T4SZCW50TrhW891y-9N1N-2Ds_sNqwW8H6cRw8bGl-WW1WgdzD6mCQnGW5jVmdm5k4dc2W883ptq5zCCN5Vgp2JD2jfv_FW2VVv3d4z8JfcVQBcGS9b8hfBW8rmWB67YHkBFN2DRV-3_9zwKN8LB4-6rKj6sW5QC5ZM7wWcdSW7gbZx56PjJLTVtMjHn66P4QtVjH92Q8Y4q4WW7wYvW11XbwxRW5qYXy45G0tSpW73QH1s8kHRM03n601
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgWRxW1kLc-w5qq60MW2Rrbhf8cXf4NVv2qJY8WqKlfW4nFRl22b3mxtW70TVN223KZtVW95ytJQ7GTLYWW1Txt0C3Rc6pvW58bBxg9j6hvcW7VtlQ9487l-vW76VYwJ37wg5JW6fY0BJ3TC1b2W3FJZRs4Hc7v1N2d3nrQR4QmXVHZXxY68Cw9xW5gGHGw6_RPD1Mc6_TNXfZ7MW1hJwyd3V9X-vVtPCSs3NFYMsF6-C5gZ_HGPW1yYVVK4xm7Y2W1RbkVl4zN_KvW40891z6J64f_39Lx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgWRxW1kLc-w5qq60MW2Rrbhf8cXf4NVv2qJY8WqKlfW4nFRl22b3mxtW70TVN223KZtVW95ytJQ7GTLYWW1Txt0C3Rc6pvW58bBxg9j6hvcW7VtlQ9487l-vW76VYwJ37wg5JW6fY0BJ3TC1b2W3FJZRs4Hc7v1N2d3nrQR4QmXVHZXxY68Cw9xW5gGHGw6_RPD1Mc6_TNXfZ7MW1hJwyd3V9X-vVtPCSs3NFYMsF6-C5gZ_HGPW1yYVVK4xm7Y2W1RbkVl4zN_KvW40891z6J64f_39Lx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgBd_W4YHH6k5VJSlKW692tQw5zB9nJW84p5jY9d9Z42W6mRQcR5pSFstW892-Ml7V6xp_W28fVxL93Rvp3W3-9cSC3wKWfLN307d8pRzgcDW4zRHRf6SqBZ3W5mFg0z1DY0yGW280sBs6w-GWhW6FMrPq3KqJ7rV9tgS-5CHK3NW2Rwj6h8mkxdbN80zL_bYwbHrW8_2whS7sRkLTW91QJL67h_W7lW2yYpgm1TWQ4CW69ndqr7r7xD_W5tYDq578QVJJN61G8WnD1JXmW7P7b012Rt99g39gD1
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Calendars 
  
US: 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. Wed: Durable 
Goods Orders Total, Core, and Core Nondefense Capital Goods Orders 0.5%/0.2%/0.3%; 
Pending Home Sales -3.8%; MBA Mortgage Applications. (Bloomberg estimates) 
  
Global: 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. Wed: Nakamura. (Bloomberg estimates). 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Last week, forward earnings fell w/w for 
SmallCap for a third straight week, but rose for LargeCap and MidCap. LargeCap’s gain 
was its second following four weeks of declines, and MidCap’s was its third following three 
straight declines. For a seventh straight week, none of these three indexes had forward 
earnings at a record high. LargeCap’s forward earnings is now 1.2% below its record high at 
the end of June. MidCap’s is 0.3% below its record high in early June, and SmallCap’s 
latest decline puts it 2.5% below its record high in mid-June. In the latest week, the rate of 
change in LargeCap’s forward earnings fell to a 17-month low of 11.2% y/y from 11.4%; 
that’s down from a record-high 42.2% at the end of July 2021 and up from -19.3% in May 
2020, which was the lowest since October 2009. The yearly rate of change in MidCap’s 
forward earnings dropped w/w to a 17-month low of 23.1% y/y from 23.6%. That’s down 
from a record high of 78.8% at the end of May and compares to a record low of -32.7% in 
May 2020. SmallCap’s rate fell to a 17-month low of 17.7% y/y from 19.9%. It’s down from a 
record high of 124.2% in June 2021 and up from a record low of -41.5% in June 2020. 
Companies have been beating consensus estimates quite handily since the Q2-2020 
earnings season, causing analysts’ consensus earnings forecasts for 2021 to 2023 to 
improve instead of decline as is typical, but their forecasts are likely to head lower now. 
Here are the latest consensus earnings growth rates for 2022 and 2023: LargeCap (8.4%, 
8.1%), MidCap (16.3, 2.6), and SmallCap (11.5, 8.5). 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgThzW4G3CjR5VtktNLDSRwfSXZPW5VJVLf2nstnjW3cD0J05JYrZLW8xPdHF6J-wJfW2_0gNw5_DMZ-W7Fz8g85X1mmCW6jYWtf6TD1L-W16Sh337FjwsxW1mts5W5dsRJgVHwR_h1LN80pW8NtD7y8H8xB-W4dlXnt4PNLz7W4kjPMZ73FJd5W94rbFM5B_XQMW4dgmDB3y83P8W1M7S755T4NmJVjXKdB7PS2v4W6S1SvZ64dB-DW36vyCR5GgD71W36hHD97r-sxtW8lPXLF6hL8Hd3gh31
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S&P 500/400/600 Valuation (link): Valuations eased last week for all three of these indexes 
from their highest levels since late April. LargeCap’s forward P/E fell 0.3pts to 17.8 from 
18.1, which compares to a 26-month low of 15.3 in mid-June and a six-month high of 21.5 in 
early November. LargeCap’s forward P/E also compares to an 11-year low of 11.1 during 
March 2020. MidCap’s was down 0.3pts w/w to 12.9 from 13.2, which is up from a 27-month 
low of 11.1 in mid-June. That’s down from a 13-week high of 17.1 in early November. It had 
been at a record high of 22.9 in June 2020 and an 11-year low of 10.7 in March 2020. 
SmallCap’s was down 0.1pt w/w to 12.7 from 12.8, up from its mid-June reading of 10.7, 
which was the lowest since it bottomed at a record low of 10.2 in November 2009 during the 
Great Financial Crisis. That compares to a 13-week high of 16.1 in early November and its 
record high of 26.7 in early June 2020 when forward earnings was depressed. LargeCap’s 
forward P/E in February 2020—before Covid-19 decimated forward earnings—was 18.9, 
the highest level since June 2002. Of course, that high was still well below the tech-bubble 
record high of 25.7 in July 1999. Last week’s level compares to the post-Lehman-meltdown 
P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s P/E yet again last week, 
as it has been for most of the time since August 2018. In contrast, it was last solidly above 
LargeCap’s from April 2009 to August 2017; MidCap’s current 27% discount to LargeCap is 
near its biggest since September 2000. SmallCap’s P/E was below LargeCap’s for a 105th 
straight week. That’s the longest stretch at a discount since 1999-2002; SmallCap’s current 
29% reading is near its biggest discount since February 2001. SmallCap’s P/E had been 
mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it 
was at a discount for a 62nd straight week; the current 2% discount is up from a 9% 
discount in December but remains near its lows during 2000-01. 
  
S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022, and the 
declines have accelerated for Q3-2022. In the latest week, the Q3-2022 S&P 500 earnings-
per-share forecast fell 24 cents w/w to $56.42, and is now 5.2% below its $59.49 forecast at 
the start of the quarter. Analysts expect S&P 500 earnings growth to weaken to 4.7% y/y on 
a frozen actual basis and 5.5% on a pro forma basis. That’s down from Q2-2022’s blended 
actual/estimate of a 10.1% y/y gain on a frozen actual basis and 8.8% y/y on a pro forma 
basis. Double-digit percentage growth is expected for just four sectors in Q3-2022, and y/y 
declines are expected for six. That compares to Q2-2022’s count of four sectors with 
double-digit growth, three with a single-digit gain, and four with a y/y decline. Here are the 
S&P 500 sectors’ latest earnings growth rates for Q3-2022 versus their blended Q2-2022 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4M_3q8_QV1-WJV7CgGTJW48KHnt4HLF9QW4P9fr91mn8sNW8jrTS-3qdQZhW6Pd65w7vmXjPW5pY9cw50zrSQW4hFZ_13bBgl0W1qQHnD5Y4xfHW1q51-Z3d4cx8W32GHzG6NsZ57N3CQB1HhKdprW52SZbF8hXZ80W1WBHKL19j3_HW80D61y1-wvZsW8qm-103JnXZyW7YHCx6210lLqW947tMc8t6FgqW9hcLxQ6pFntWW2wNJps5pHv_TW5zC_9N8LJlYcW54pphn7vGkptW5bkrcD160-xPW3Jq-K93r7m6X3mHm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVS-sD30F6vCW23JD6z89DT73W9fbdmV4P23yHN4Tr4Nh3q905V1-WJV7CgXJ7W8bf4PD6831J0W8YD48L55DD-XW7s5w775nkHshN1CDRSGX0l9mW5VnfqJ6lg84NN4D44HjDGThzW7D10fg87kjkvW67cCfS6zHkR5W3RTcpX9h73ljW4RB4pf7wPGg8W3RSNw07pXk6gW5nV2jM65-nh9W1CRNf55wKTc2W7R853F8MVv-kV9KV5W2hC5wYN8GF47blztz4W1HHVsJ5-S9JhW206Cm04XcQqXW45yRlc3mZTcFW6rwRYy5rzQW1N4rYV1g89509W2WgrcH2cKDXwW1MPP3b1-9gPqW63p_qb4qGqJT3gJh1
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growth rates: Energy (120.2% in Q3-2022 versus 296.8% in Q2-2022), Industrials (28.2, 
31.5), Consumer Discretionary (18.9, -12.6), Real Estate (10.4, 13.0), Materials (6.7, 17.4), 
S&P 500 (5.5, 8.8), Information Technology (-2.2, 3.2), Consumer Staples (-2.7, 1.8), Health 
Care (-3.9, 8.6), Utilities (-7.4, -3.7), Financials (-9.1, -19.1), and Communication Services (-
15.4, -20.3). 
  
S&P 500 Q2 Earnings Season Monitor (link): With nearly 95% 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 2.6%, and earnings have exceeded 
estimates by 5.9%. At the same point during the Q1 season, revenues were 2.5% above 
forecast and earnings beat by 7.3%. For the 474 companies that have reported Q2 earnings 
through mid-day Monday, the aggregate y/y revenue and earnings growth rates have 
slowed from their Q2-2021 to Q1-2022 readings. Collectively, the companies have a y/y 
revenue gain of 13.5% and an earnings gain of 10.6%. Just 70% of the Q2 reporters so far 
has reported a positive revenue surprise, and 77% has beaten earnings forecasts. Markedly 
fewer companies have reported positive y/y earnings growth in Q2 (60%) than positive y/y 
revenue growth (81%). These figures are not bound to change much as the remaining 26 
companies report Q2-2022 results in the coming weeks.  
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