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Powell’s Latest Pivot Won’t Be His Last 
 
 
 
 
 
 
 
 
 
 
 
 

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. 
 
The Fed: Powell Channels Volcker. In my book Fed Watching for Fun & Profit, Chapter 8 
is titled “Jerome Powell: The Pragmatic Pivoter.” Our current Fed chair continues to pivot 
since I published that book in early 2020. 
  
Back on August 27, 2020, Powell pivoted by turning very dovish in his speech at the Fed’s 
annual Jackson Hole conference when he announced that the Fed’s revised Statement on 
the Longer-Run Goals and Monetary Policy Strategy prioritized “maximum employment” as 
“a broad-based and inclusive goal.” He pivoted again late last year and early this year when 
he morphed from a dove to a hawk because inflation turned out to be more persistent than 
he and his colleagues on the FOMC had expected. 
  
Powell seemed to be pivoting back toward a more dovish stance at the end of last month. 
Stock prices rallied following his July 27 press conference after he said that the federal 
funds rate was now at “neutral.” He said so right after the FOMC had voted to raise it by 
75bps to a range of 2.25%-2.50%. Stock and bond market investors concluded that the Fed 
was getting closer to a restrictive level of the federal funds rate, implying that the Fed’s 
monetary tightening cycle might end sooner rather than later and at a lower terminal rate. 
  
Indeed, many Fed watchers (including us) concluded that the Fed might hike one more time 

 
Check out the accompanying chart collection. 
  
Executive Summary: Keeping track of whether Fed Chair Powell is dovish or hawkish is making us 
dizzy. His latest clues—dropped at last week’s Jackson Hole conference—reversed the dovish 
impression he’d left in July that caused stocks to rally. So stocks pivoted southward last week. … We 
anticipate Powell’s next pivot and potentially encouraging inflation news. … Might BEA’s upcoming H1 
GDP revisions reveal that the economy grew after all, making the “technical recession” illusory? We 
wouldn’t be surprised. We project 1.5% GDP growth during H2 and 2.5% next year. … Also: Q2 data 
on S&P 500 revenues and profits show new record highs for both. … And: Dr. Ed reviews “Blackbird.” 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWQbq34YqDT5N4d5F8ZR3w9dW4125np4PgJLPN2sc1xt9kQw3V7Wycr7CgXnMW67T8C17g4d76V2c7p08xDg5GW1vw9R87c3dMsW338GRm1Gq0kfVwpTcK4sl36SW6PzRnW6SvjZmW10c2xd22DJ-bW3m2q1434hX5xW3x65bq1MNYw4W6N8SbJ14J42kW6cnS7l3l7tPhW6mlDm14tf1yGW5XPCLT6-cmQZW758w_j8ylZCWW30V7Sc2JtkqnW4yWjY_8qPqWbW8t4Lvy8VnSZJW69wNWC1FQ18sN3BYZnGTmzr4N1cJXYc84zVjW2cYWMG42h2F_W35qg8H3ZQmkdN63qh11MyCZrW3434RX25FmSyW3FJw-f152bGcW4HSnmt6gYT7qW3pPYMB6GBTYsW8xh_-74d9Z96W3GZ8HP16F5ZVW1Q6mhp3BkK8WW1xgj433DvrCTVTzCTt1p-S8_N5fxcL_znFXtW6F_DwF6W47QMW2r8b2F71-W32W4bfgv-6y72w4W5GjzSm71k-w4VPmN4-46SWp2W8pvJmN5-m7h8W5JN3GY4RV1yHW7PDbDs3ZkTsMW4JqFXF5bqZc1VTV2Pl4QH85RW2kWGCG2LbRfjW82P8yd2mnZjnW6Ppk733jNyRMVP51vd28FHdzN2BYcH0vzzkZVNfpRH4-6npfW57TNnJ3fFMnvW93RXgp5mDb3kW8QjP8K2KrmRJW2_ZgNX7QMkC9W8NnC6m82L47cW5gmWFr5SBVpnN2Qj2Y8LQBMqW5FZvSd59sNl-W5lSPDs5QyxjZW7007Nh6pvpDbW5D5H366XWpH3W85FTjT1TTTwqN26YPV_-nKfYW7S-4g311gXCzW96sKpM2YlrksN4rP4vknQmJRW16kxQd44tCZ9VBsGSM8fx6xcW3X0w9Y8KdpJg34zD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1h3q90pV1-WJV7CgWc-W3P3r9p8HM2qDW7GP9xb2Z19l5W6868-V2FTl8fW514MwH46nwsvW4jMtlR2ybfD5W2gFyLg7PVGcPW95H5K73BkmkVW33GDSY60Vl3mW7JlTzq2v5D-tVYvRTh2SQ3ZjW242jW03lnMM8W2-5ZVJ8tbQ9SW3rvNMX58k1DhW6CGqXj1V3VRzVYmPT52mv7hVVx0vfl1PbJVvW3GQRy958yB9WW46lHXC8myzrNW2rNGpn4nN_DzW7WqyTz605pPXW1TRBSy6wmQL9W5P1STg3SJ_cXW4ddM5r4nCzwjW3Y4PGH7HTyxHN8kldG9p02hMW82bdHt2qhC7x3pB_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J5nKv_V3Zsc37CgMgDN24DswDhm5jmW4yfyny5T-wZlW5SlZqT47zyQ9W913qpX3SPvBKW3NxMqK7jDtMHW54wyWY6K3l4rW3zngMJ7MN9ZhW2d0P421R2CyXW5Vpp1p83DtzdTtK_P8DS_t7W1kfPcb1Lft7vW3Brk0H7DJx1lV1bcQp6w_SMLW3S84sK6sf4RDW2NktxD2KnPFwW1KNdRz3Ck69gW4jTTPb7jdV7tW6wzVk575kzPCW53N13H7Bkp27W6dqXxc6w-rYQW57dDd08VzWS-W1Qf8Pt4L4SY0W8BxbnR8xqlY2W6sq9pk5BKX1-W4TXtZq3pVvssW2SHhy95psLcRW3c7QLJ5bt6DJW8b9lJq7mwCFBW1vZC224Ks5Q7W50CcK-1hcNmbW5lsCsp8BQnkfN4K53qvtdzg8W6B1qdk7R6QByW45WZrV1t2lmxN7-H1vkKlP-GW7TSQWD2y9PNwW6Z4hjc1nnkqwN1S4kHbh17Zk342R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J5nKv_V3Zsc37CgMgDN24DswDhm5jmW4yfyny5T-wZlW5SlZqT47zyQ9W913qpX3SPvBKW3NxMqK7jDtMHW54wyWY6K3l4rW3zngMJ7MN9ZhW2d0P421R2CyXW5Vpp1p83DtzdTtK_P8DS_t7W1kfPcb1Lft7vW3Brk0H7DJx1lV1bcQp6w_SMLW3S84sK6sf4RDW2NktxD2KnPFwW1KNdRz3Ck69gW4jTTPb7jdV7tW6wzVk575kzPCW53N13H7Bkp27W6dqXxc6w-rYQW57dDd08VzWS-W1Qf8Pt4L4SY0W8BxbnR8xqlY2W6sq9pk5BKX1-W4TXtZq3pVvssW2SHhy95psLcRW3c7QLJ5bt6DJW8b9lJq7mwCFBW1vZC224Ks5Q7W50CcK-1hcNmbW5lsCsp8BQnkfN4K53qvtdzg8W6B1qdk7R6QByW45WZrV1t2lmxN7-H1vkKlP-GW7TSQWD2y9PNwW6Z4hjc1nnkqwN1S4kHbh17Zk342R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1h3q90pV1-WJV7CgD-QW3wYZGT1LfvP-V6QxN07l3-RMW7c1j-d7jf6vFW4K5KG84W5M_6W5cGkCq5S667wW5NyKhP8QwRT-N1-Lf5-hnTqsW3F4lhY800LH7VpD2Mq21vH3pW4VmtR34ZpwHRW6k2R_X4rc12SW6JRD2z4fwQCqW6cy1yn2l_Cn6W6ZdpvS2ggtBhW9c_P1q5NC0bDW7MRKvr6FWb3RW22fW3g3gMqlPW53HMZ510BnM2W5kvxmh7Vsh1jW45J8_n5Ftm2WW290GhY4n518YW42nV9j4jG01fW6WpsJ14kb_dlW7b3Q_34k5mnvW1sn_q24KSSx5W6X75HL1D0mV33lzH1
https://www.yardeni.com/pub/cc_20220829.pdf
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at the September 21 FOMC meeting and then pause for a while. Some even chattered 
about the Fed possibly lowering interest rates in early 2023; that was a very optimistic and 
unrealistic interpretation of Powell’s comment that “[a]s the stance of monetary policy 
tightens further, it likely will become appropriate to slow the pace of increases while we 
assess how our cumulative policy adjustments are affecting the economy and inflation.” 
  
Reflecting the optimism, the S&P 500—which had closed at 3921.05 the day before 
Powell’s July 27 presser—rallied 9.8% to a recent high of 4305.20 on August 16, putting it 
up 17.4% from the June 16 low of 3666.77. 
  
After Powell’s speech at Jackson Hole on Friday, the S&P 500 got crushed, closing down 
3.4% for the day at 4057.66. That put it 10.7% above the June 16 low, but down 15.4% from 
the record high on January 3 (Fig. 1). The index failed to rise above its 200-day moving 
average (dma) early this past week and finished the week just 1.2% above its 50-dma. 
  
Melissa and I sent you a QuickTakes on Friday morning after Powell’s short speech at 
Jackson Hole. We noted that it was hawkish from start to finish, leaving no room for an 
optimistic spin, unlike his presser. In effect, Powell had pivoted once again, but toward an 
even more hawkish stance! Consider the following: 
  
(1) Forget about rate cuts. Powell immediately demolished any expectations of rate cuts by 
saying, “Restoring price stability will take some time and requires using our tools forcefully 
to bring demand and supply into better balance.” He reiterated: “Restoring price stability will 
likely require maintaining a restrictive policy stance for some time. The historical record 
cautions strongly against prematurely loosening policy.” He reminded all of us that the 
FOMC’s latest Summary of Economic Projections “showed the median federal funds rate 
running slightly below 4 percent through the end of 2023.” 
  
(2) Forget about a pause. This time, Powell did not opine on whether the federal funds rate 
is at neutral currently. Instead, he said, “In current circumstances, with inflation running far 
above 2 percent and the labor market extremely tight, estimates of longer-run neutral are 
not a place to stop or pause.” 
  
(3) Forget about a painless path. In his presser, Powell talked about a narrowing “path” for 
the Fed to restore price stability without causing a recession. In his speech on Friday, he 
acknowledged that the path ahead is likely to be painful: 
  
“Reducing inflation is likely to require a sustained period of below-trend growth. Moreover, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1h3q90pV1-WJV7CgWJRW8v4Db72hQ_d5W4tMDGz7LcVmJW50mrJT8tn0gPW1sy5Nm1gr7znW6VXNfb5tBnzZW7jphvG8S3D2bW8VP69F2Kjs6yW6QwW6k30Ch8HVdffwR8LyylfW5X3sx25jT7XNW4d3tGn1mSdlYVcQ9K56PJQ2kT4HnB1mZGB9W8xhBNS6cMxH3W3pLcps3lcSY8W2W23by5C6tyVVwD95g7V4DC8Mx1mLk4P7N9W1BKsx57zVz4gW8FHy1w8Z-DB8W7ZLQpk4dwv0RW8g4gfz7BJY5LW1DcGsf6kymYZW53qmsd5QLLqjW8drynP2T9jQpW8HzwnR6vVXsW2wD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgR3ZW7XFljJ1c6fYwW6Xzdrx7qkJ2nW6FW03j3JRJYcW6g0nlw71tNCDN4kNv83bN3hMW8tX1z78y9K0tW2SZ60m3C2yWzW2VwQKp3Lt_q4W45jnp984_VP1W14Bfd07yzhPkN2N0FSs23W0GW3lVd2b2lJ9kdW4CyJSf13sF4RN3qW2FW8CvH0W6pp0HX40pLLbW4vnbkC13R8VkW2LFbW44ftFfCW5Jp0Sn2MQGg2W4WQNx02LdJNdW4lB_Hx2pvDqqVQFVXL7FqM8PW7WpyJ08yxr1y2w81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1h3q90pV1-WJV7CgY9gW4VnkDp19c3LJW7l10mB213_dNW7B-LfF7rN8c-W5231Kz6g25JKW2zv4kC4mdbgBW7qHbDW4ZQ73LW7sR6318PDqdNW6KqH1m931YsVVygQmv4XXKxjW4rV0Lx1qWWbfW3ghrV753nWQgW7tKYGm11zsmTW3rhR5y82hq4hW4TMY0J5-3BflW7p1Sg_6mj-2TN2W5VM7m2BFZW40ML--7Nz2JKMKXMmZCZ4BFW2tlfyf1gGBpcW5xQM3084qGtCW670C_42d3s9nW4Y8wNm806ff6W8CCZFZ3LcGdzW6rDN7b4xcVmPW2J-WWr2SyLtmW4dGXR964Qfsh3mWC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1h3q90pV1-WJV7CgQ-_W2v0r4S2dSGNLW8Nt7zQ3TlVf3W7BSR2q4gLbVGW39VP9f4SnWSxW6ksFBh3d2RyxN20PRlYKh4gfW48zbvr8R3pZBW7WP10-5zTVmFW3jZFS-2mz-JcW4T5KTv1RLBfqW8nCVwL476sjwW6cKrV16jpKj_W1WLPqt3BbbmVN65psKHzJRd7W8nH3sQ5b90twW8j5BBl6vRJnZW88Mmh547zkDkW7r8zN27J7WVRVrYKx061FHyKW3kqBsM2DFHB6N89DJVJ5XbZKN2n5RSPt5xvwW3RxCfQ71GFKdW5Pk68M7HD0KyW3-DkP98DTwn3N6SpKGd6YLCx3nfv1
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there will very likely be some softening of labor market conditions. While higher interest 
rates, slower growth, and softer labor market conditions will bring down inflation, they will 
also bring some pain to households and businesses. These are the unfortunate costs of 
reducing inflation. But a failure to restore price stability would mean far greater pain.” 
(4) Favoring frontloading. In addition, Powell sided with St. Louis Fed President James 
Bullard, who recently advocated frontloading rate hikes. Powell said: “History shows that the 
employment costs of bringing down inflation are likely to increase with delay, as high 
inflation becomes more entrenched in wage and price setting. ... Our aim is to avoid that 
outcome by acting with resolve now.” 
  
(5) Channeling Volcker. Just to make sure we all got the message, Powell said, “As former 
Chairman Paul Volcker put it at the height of the Great Inflation in 1979, ‘Inflation feeds in 
part on itself, so part of the job of returning to a more stable and more productive economy 
must be to break the grip of inflationary expectations.’” Powell is apparently channeling his 
inner Volcker. 
  
Powell concluded: “We are taking forceful and rapid steps to moderate demand so that it 
comes into better alignment with supply, and to keep inflation expectations anchored. We 
will keep at it until we are confident the job is done.” 
  
(6) Anticipating his next pivot. It’s conceivable that Powell and his colleagues will be 
emboldened to hike the federal funds rate by a full percentage point (to 3.25%-3.50%) at 
the September 21 meeting of the FOMC rather than by a measly 75bps given his 
hawkishness. 
  
The 2-year US Treasury note yield tends to be a leading indicator of the federal funds rate 
(Fig. 2). It rose to 3.37% on Friday. At the same time, the yield-curve spread between the 
10-year and 2-year Treasuries remained solidly negative at -29bps. Negative yield-curve 
spreads have a history of signaling that tighter monetary policies tend to cause financial 
crises that turn into credit crunches, which cause recessions. 
  
In his speech, Powell failed to acknowledge that the Fed’s rate increases during the first 
seven months of this year combined with a strong dollar and now with a ramping up of QT2 
starting in September might already be working to slow the economy and to moderate 
inflation. So he may soon regret having pivoted toward a more hawkish stance at Jackson 
Hole, which soon may force him to pivot yet again toward a more dovish one. 
  
(7) Data dependent. In his presser, Powell mentioned the word “data” 16 times in the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgWjJN7JFL3LprFscVW2tHC8zPY8sW9lMfnX5F5rprN2rV128vgBvdW3PHRkD1sT9lYW37DCJx9d9YVQW8nBHwy45Dk8nW19G6xC6x7V3YW2YgP6y9jzctlW7PC_c-2FZSGkW1sqf9p8WxYGMW88TGwJ3pJt1qW3FXxSh50MkNFW6S0v-47rCFRPW8gtbxN4ZZ-5TW51bTds42LlHpN7PfVfHRt333W5GyrL23K1VxCN8HS7xhnSlQ0W3zgZjd4Z-Js4W3BBS7H8qNdl0W48gM2c2DCxn03kfg1
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context of their importance in determining the course of monetary policy. He observed that 
while the latest batch has been mixed, “our economy continues to show strong underlying 
momentum.” He also noted: “Our decision at the September meeting will depend on the 
totality of the incoming data and the evolving outlook.” 
Before that next meeting, August’s national M-PMI and NM-PMI (compiled by the Institute 
for Supply Management) will be released on September 1 and 6, respectively. As we 
discussed in a recent QuickTakes, they are likely to be weak, as suggested by the flash 
estimates provided by S&P Global (Fig. 3 and Fig. 4). The four available regional business 
surveys conducted by the Fed’s district banks during August likewise suggest that the M-
PMI composite index and its new orders sub-index will be weak, with readings below 50.0 
(Fig. 5). 
  
August’s employment report will be released on September 2. It is likely to confirm that 
payroll employment remains strong. However, there hasn’t been much growth in either the 
household measure of employment or in the civilian labor force so far this year (Fig. 6). 
August’s wage inflation data will be included in the employment report, and it is likely to 
remain elevated. 
  
Perhaps the most important data release next month will be August’s CPI report on 
September 13. It might very well show that price inflation is abating faster than widely 
expected. Durable goods inflation in the CPI has dropped sharply from a peak of 18.7% y/y 
during February to 7.9% during July (Fig. 7). We think it will fall to zero by the end of this 
year. The price of gasoline soared during the first six months of this year, inflating the CPI 
for nondurable goods (Fig. 8). It fell sharply during July and continued to do so through the 
August 22 week. 
  
(8) Complimentary download. You can download a free copy of Dr. Ed’s Fed Watching for 
Fun & Profit here. 
  
US Economy I: The Great Discrepancy. Debbie and I expect that when the Bureau of 
Economic Analysis (BEA) gets around to its next “benchmark” revision of real GDP, it will be 
revised up. We won’t be surprised if the so-called “technical recession” during the first half 
of this year turns out to be a figment of the preliminary estimates. Consider the following: 
  
(1) Nominal values. There has been an unprecedented widening divergence between gross 
domestic income (GDI) and gross domestic product (GDP) (Fig. 9 and Fig.10). In current 
dollars, it has widened from below zero during Q3-2020 to $1.0 trillion, or 3.9% of nominal 
GDP, during Q2-2022. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx1B3q90JV1-WJV7CgSsDW8H97xj2V-7DjW2b1YYT77ys38W4L4mmR5kR2jXW6MlQ948jZ6vhW1_p8S32M0-n7W8pS8fX6CTnfbVwZNCd3PH-VvN7y6ppRBtBBTW3TZgd918MWwCW4kXgQC6yK61hVr4lTk5DLXmLW6vDMbp8PcCkKW4_YcJy2525y8W3PL2yV6KbbgHN7llbWvrvRhHW8CqTmc56yjCjW5ZRqmC4WXw3cW45Y9LS5L89ndW1XWK541cgXtRN8-GlbLZSh-hW888lB26XsknJW4xv1Fz1sy-DsMDPBLvcDQHMW6k_Fqn7j8QXMW5ptckg2S1ylxW3p24Tm6wfcWkW1wfQgR6js76dW3FMXrn261gNf3kRL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgFP_W4Z8dCs6tczmzW569rMR4LxN5VW6-l8RZ3Wyb0MW43XNtN5ChlTQVZkd9V2QH98pW6r7gPQ96g390W6D4DSY1KBWCXW5cWQpq7qXcXlW2BMyWf5q9Tc7N1vrw403jFS0N2-9qN46dPcdW99T2Vs70bblLW2ZvJKC905ySKW7-ncm46rQt_qN6q7FpjxCQHqW2Z61Df4Q-5RhVF42RX4Bt38RW7GzCNg8xKdHVN54MZJvrH5MnW8jcrNz74TF8YV5TZ3F1C3mTMW25LSKF2B5rst37Gx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgDcqW5fM94-57HkrbW289LQ48nQgX3W5Rz1j047Kcx0VzJsv38cwS3TN8Gl7tz54s8NW422nfs3J9GZwW83BCv95GS0m9W3GzmNl5n6SjsN2lgN891vcRFW9gl5Z715xX2XVVljBN6rRk8YN4GCHwrC6w9JDCw13GmwdgW5kQjKy4Xcr7mW5CCxSq1HPCdlW2s09q13_qT0fW1qMRd1410ZRLW3xz4Py5rJ9nLW7fMJfQ47bjTfW6R2fp52GbBKHV7nZBf2Pv510W87PLCj5yCN0C3ck81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgPY4W4dc11K2_1sRNW5_Rbys4LRlXSW8glRRB6Lt6HZN4l0kb44DyT9W6g64FF7JFj0gW8nZLH-8H8R9PVJtZXM3xw7WZW3G7Nlp6CTBq4N4mt_sDL3ZGwN8FZ5ZcTCcHNW3ky-5w1Ts-y0W1_hYFP5KZD8fW3l3_n12h0DjpW5SnC237YDDnDW41tDlf8c0RxwW4SHrlP3J8H5RN1Z-k04DmbmCW6Qm89P1g-KY_W211Y6C17Dq3kW2PNm-t8wRKCLW7RDj2976LYKCV65Ndt7WkZbS36sM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgJgCW3ydWYr2ppPB-W2q_lT44j7JQ8Vp0w6H51JDfnW2rDQTP2J5rB_W8h226Z6Z__YCW34BFgc5yyXY6W1W96_V5xQNWhMPDwll-ZQ1CW3DbQZR5JNX12W4Vn75w4dd9wWVPbnDb8Y97C5W4XlplJ806vtYN3hQTvwZPqt2W8XfrLJ57sPFYVZXnSd2T6NBFW72k1_w5H6FB1W7PD3Zz7ZZf2cW2tHG6-8-bxTlW7B7tWX3xQNwSW6H7jjl2p0hMMW6DF3gx5TJ5FRW2WKxgD9hHP2z314w1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgVD8N8gPRxKfDpM4W4tZkF36NJzz4W6-hFv27HkPk6W4NzHHF4Hz9whW3gmk6C5WCj0xW8mWL897tM7N5W3w_xsY59sX-SW7s5nCz4qcKNtW8HBZb565Gh12W2-4B7y9h-13bVY-dcY5rhPVMVNGGvd1cCtClW3M24jT4JbGDBW1QZ16z7fMyG2W551cHY7dxBGCW2CYHRJ4GwWNTW1HQP0H3GmN8PW55_bZd3Scz7QW484RM24cJYy4W2H9YLf1lyP9fW58ZlhY233879W21v8n98RmB7_3q7-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgS1pW9035dp1-3k2JW18Pcwr5Y4gVwW3T_2Fs9106Y9W4C6Xrx2mgwX3W3H3qsN8NfR8ZN69qFQPwrP1pW1rvXhg18p8YMW21XkVd1VL5PBW1zThkh7LPzDVW2j_S0N67R2pdW3m5xK48D3Wf1W25kSQT4S-4K6W6hMKNt97rnBtW5nF_x77gQYLfW5pVTJT8pNDhPW7lHdGb2FJlVBW12q93W8B213zW4dkwmS2xG6F5W6snNmz8t9CzZW5KxVc17t53KTW8_g1-m8BkDvqW1w7wlY1KBzMh34qR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgYrtW8WFB011SLRdvW5RK46s1FHxFLW20qS126hldW9W3lYm2x8cWY6LW3G51rs8jGVBzW6KyHYs4-GB0RW28CL3_2yNFJ6W1cBMWM7dgl1cW71Xld08Km60WW3xJgcM22SnYRW3Bv-q22gxs-_W4qRV1420vCJCVyKJK_1pgH1pW6vxNfN7Lsyy3W5kMTcF8VRX8CN8Hhytw9c9J_W3Y-3Js4fzyphW6YcgbL8YMjHXN6YHYvcvDW8zN6BHSfq7-KjVN3Dwg5vFtMJsW6Lxx9c5LtJpY3gMs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgYTFW5dvBk97NPwpcW55tBf_5GQmfQW63667J17vt6DW6W31GH3F8ccYW6sH4hj68CYjCW81-4MK5qJhHLW8yL7Cp30S37BVQZHHN7QkVNSW5Z_t0F10Y3HLW7ww4xc2_DDv4W8gdhTg3hcV30W7fzj8B3BvF2CVcrLjH6S40LDW6RSY5W2b0R8RW6pf6Vy7l2LgLMl02zFsfjLsW6pGtMp2HHRZqW6d7Q281_R1wvW4SrshL4wNQ0kV19LSJ7gTLRtVqzc2d5NR0mlW5mXRjc8GfxFr32dw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgDDFW73-p4n8TntpmW6wyLX-9fqFl8W3T1JVH84QwxkW2fKqC67lJdv1Vdx6fy78Yd_SVjMkDK4YYW7MW5qXDCd2j-KFnV58m6J6Hpt-_VL4k657lsxjHW2CXh2x4v9wPpW5p1sQ75GZm93W11Hm3P2zc9L_W717WtF3nKb2bN2nl4D3KBfpXW1WBnCT1G5syqW8Y1W8V91qg3NW5yLw_M7w0WgBW6lrdFw2GVgs6W7jQRYd4n0kxrW8hJWQk1r5YKmW6fPzGn6lRdNnVxqdvC6hbpcr3nf_1
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(2) Real values. On an inflation-adjusted basis, GDI was also 3.9% higher than GDP during 
Q2 (Fig. 11). That’s the widest discrepancy on record since 1948! Here are the annualized 
growth rates for real GDI versus real GDP for Q1 (1.8%, -1.6%) and Q2 (1.4, -0.6). 
(3) Income = spending. GDI is the total income received by all sectors of the economy. It 
includes the sum of all wages, profits, and taxes, minus subsidies. Since all income is 
derived from production, the GDI of a country should exactly equal its GDP. That’s in 
theory. In practice, the two indicators don’t always match because the government can’t 
measure the economy perfectly. However, they’ve never diverged by so much for so long. 
GDI tends to be a more accurate measure because the BEA has more timely and 
comprehensive data on the components of national income. 
  
(4) Next revision. The BEA will release results from the 2022 annual update of the National 
Income and Product Accounts (NIPA) on September 29, 2022. This update will present 
revised statistics for GDP, GDP by Industry, and GDI that cover the Q1-2017 through Q1-
2022. 
  
(5) Our forecast. Real GDP dropped by only 1.6% during Q1 and 0.6% during Q2—and 
both are seasonally adjusted annual rates (saar). It won’t take significant upward revisions 
to move the GDP growth needle above zero for either or both. The Atlanta Fed’s GDPNow 
model estimated that Q3’s real GDP is tracking at 1.6%. 
  
We are currently projecting that real GDP will increase at a 1.5% annual rate during H2-
2022 and at a 2.5% rate during 2023. 
  
US Economy II: Lots Of Profits. Joe reports that Q2 data are now available for S&P 500 
revenues and operating earnings per share. Both rose to new record highs, with the former 
up 12.1% y/y and the latter up 9.5% y/y (Fig. 12, Fig. 13, and Fig. 14). The profit margin 
remained near recent record highs at 13.4% (Fig. 15). On balance, the S&P 500 companies 
have been able to offset rapidly rising costs by rapidly raising their prices. 
  
Last week, the BEA reported Q2 data for profits in the NIPA. There was lots of good news: 
  
(1) After-tax book profits rose to a record $3.0 trillion (Fig. 16). S&P 500 reported net 
income, which tends to account for about half of NIPA profits, remained basically 
unchanged in Q2 on an aggregate basis in record-high territory. 
  
(2) The NIPA measure of the corporate profit margin rose to a record 12.1% during Q2, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgNFsW614L8-5G1Wd2W3vMHCM3j7h-XN2JhppVYj29DW1WbXSk1q8PFgW8Jlmyq5Dy6KHW1nT_hq2z6_67W1NYqSq8NP0r0W2Z90b03jm234W3M2j344QmR0XN2kt_pzGGyg1W4Fxwly7lQScHW8YL83x1nCfYQW87XfPb3DnBLXW5wTXTQ1NT-kFVMDSpl6HgsTnW5Rwg4y3vDHHqW1sxwPM4FPCYhW1DLvGr5_mNqgN4z8mzJqxtmwW5y8Xf51bmzH9W2V90Wk8_h6qGW2Mtwhl1RZncs31n-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgDNpW4Jz04r4Sh1glW6LHWdh2vn3kDN4BwSrWqM2t5W96bH3B67JM01W5mYhHX5GSYbtN8VnxgYP3W6DW2Dw3qm3HdRXzW4-_gcY2XMSyrW1jp7p07sbrd6W35tk3h4BsYlRV97KrZ8GlqqHMxB_-G8CXRXVzvhHB11t6vFW2D96fy5x64LDW1RJPNj3FwXFSW8k0Jd82GJgsQW8F6BtN2TsPZYW4P70sx4qyfBxN5qDZvKnYYs4N44yQL3L_SpDW157qlW6WgWPfW2Yf7zD53P8mG3fNB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgWS9W6N3d6P6bMdTcN23D28f74VWGW2H3rlG13Y-23W3DcJwD2G1TyhW1c0ThM2D8vN2W41JsBk6pd9mZVrfdY25WNZsXW7Lj5-_1bY6ZVW4XclSb4nfCfSW4cc4XH86lt2vN54ZBB_g4F5LW1nWzn11lF41YW2nbmNW6m3WQ9W70C7Fk8XVwSnW76vn5197CPfwW6fVZ5P9h4pchW2M3Z9f1MMNlQVF_fRN7nrlH4W835hSx865RB2W3Q4f3n5XPyJ_W70CMzM8b9rFRW3H7r0j1_vR2v35HP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgKWZW44g-GJ3kPcMfW2Xsjcz1CBd19W2y0G0H79Kk_pW6y93mr7nVkWXVSq7Vw7px7VkW1hl5RM50LClyW7Jzq152x34dsW85lLHn98_ycVW2VFnqm934HY8W7dlNfx7bH5pxW6DKhkH8Rw7gzW4TFNCH7YtrSHW7GYZkq6WQN6WVxMJkw3vHqZQW2V81X750TLr-W1kW5x35L07gvMMwMZRsdr7WW2CjLdg7fQf1VW5c_ZyZ6X4N5JW7-NnXg2LKT-VW4GftV35NmclWW5_8FQN505YjT3hB91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgzXGVcx3RF6qNLv0W6p0pBv57hN-mW1f_Mnl5r33JcW62h50V6QMr59VZ24dS7NGqRTW663LF06qftSpW1pYTVS16L-p0W5XWqNc6pBBLVW5qchWj7LRmMLMcM3tLQ3SXyW8PZfnS4pV8chW2-s8KX1-gtZjW4ZDsPC98BHt_W4lzM0f1W7YHGW3fdwcg2gXddJW6LYlTg3FST1WW2-zjFv8LgVs2W70zXD218GwQfW8NnXQ24Fy00BW2sfDQj61Vkj5VDszfm30kP79W3H1Rqh2SCyWP32zL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7Cg_5NF4X4rrxFmD8W36XPfl2pzyWzVR4-j84gyhCwW8c1dCk7Q-V0sW47lgqx4nbHLHW5Lg_8g8HqNy_W3DSQTs936G5qN1xNXX6r7kJfW4jqHkP1g4pBqN2VqRVtl8gNsW8J8K294qV3WQW5dlzxm50psCxVJYFJc3GZZ9VN3B622zHK7pPVMKybP1zkfJxW4Rwc-Q74-6XtW6lt98z48GnVhW8_fG2T4bbD78W4qn0q62Kb2CrVdrY0Y25M5CRW841QcV4bzLncW6QBMwV8cdTQS31KF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgJXtW3Cxx_L25S2RmW4qpN1M8DQyZrVb7L9L1gXFNFW8sfZ0n4VZp83W2dzSjK2zNt-lW7NKYkf6X0TS5W2PLfJr4HcbHXN72G1GYn6992W5-f3gL6sBZy6W29pVTW82K9BdVwTXxN3pZ9wcW2JQDYT7S3Z8JW4Y7pXc3R51nsW8MNfNf9bwT-mW4CJLRK6dLy6mW5lrvqP24JSMzW8Fk7Yg6gnbFJW2VrTC55CrWzCVj70LZ4Z494HW3kS0n366w6spV3kMWr7gy8JLW1gnv9n5rk1yZ35pl1
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while the S&P 500 margin remained in record-high territory at 13.4% (Fig. 17). 
  
(3) NIPA’s corporate profits from current production adjusts book profits (which is based on 
the historical cost basis used in profits tax accounting) for inventory withdrawals and 
depreciation to the current-cost measures used in GDP. On this basis, after-tax profits also 
rose to a new record high ($2.6 trillion, saar), as did dividends ($1.5 trillion) and 
undistributed profits ($1.1 trillion) (Fig. 18). The bottom line is that corporate cash flow rose 
to a record $3.4 trillion during Q2 (Fig. 19). 
  
Movie. “Blackbird” (+ +) (link) is a disturbing TV series docudrama about Larry Hall, a serial 
killer who is in prison but might be set free on appeal because the evidence used to 
incarcerate him wasn’t sufficiently compelling. So the FBI cuts a deal with another prisoner 
to befriend Hall and get him to provide incriminating details about his murder spree. The 
acting is top-notch; Paul Walter Hauser does a great job of playing creepy Larry. 

 

Calendars 
  
US: Mon: Dallas Fed Manufacturing Index; Brainard. Tues: Consumer Confidence Index 
97.5; JOLTS 11.0m; S&P/CS HPI Composite 20 Index 1.0%m/m/19.4%y/y; API Weekly 
Crude Oil Inventories; Williams. (Bloomberg estimates) 
  
Global: Mon: Japan Unemployment Rate & Jobs/Applications Ratio 2.6%/1.27; Japan 
Leading & Coincident Indexes; Lane. Tues: Eurozone Business & Consumer Survey 97.7; 
Germany CPI 0.4%m/m/7.8%y/y; Germany Import Price Index 1.0%m/m/29.9%y/y; Spain 
CPI; Spain Retail Sales; Japan Industrial Production -0.5%; Japan Retail Sales 1.9% y/y; 
China C-PMI & M-PMI 52.3/49.2; Nakagawa.(Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index tumbled 4.0% last week for 
its biggest decline in ten weeks as the index dropped deeper into a correction and ended 
the week at 16.3% below its record high on December 27. The US MSCI ranked 45th of the 
48 global stock markets that we follow in a week when 14 countries rose in US dollar terms. 
The AC World ex-US index fell 1.2% and slipped further into a bear market to end the week 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgFcnW5T-ZBq6jvVRqW6KQcKK4qBzJdVC2XTw6HfSV6W4wcTQQ2vX90fW7b2whk32RXjvW1HjkSw3DqjDXW5zGGvT8pQCx6W2lybmT2ZZZYpW6lQslf9gm97KW8V6wdP4_19xFW3m6fHn5c8Z33TH-Xj9jwN2yW1x2GTl89_Ct4N7-NXJ1LWXqmW2gmZSG299qHHW5r38WH1rVs6SW6p-kS-31Cw80W52SbM64Dq6qQW7tGrD23C4vgYW6HbNX76FG1hKW6td-7y8lqnY7W3jYZxG1rJZhg34991
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgTmcW8qnnZz23V7P8W1kqQH51kS0d9VqGsTk2pvjVSN83PJLg1WDLWVTRMWd3d6ZnrW4cDhvs7z60mtN8pqJZNFyM7XN79wWVFFsnYlW193PYB1DZd4mN1gb1N0kr47pW8t9n217WkFFDW4dpGY440sgQHW5tq63t6xBmm5W8P_SJt6sh66SW8DbDyM33m5YhW9fWxs11_xNQkW1cB69s4JQ8x1W3CCh3q2L5rCMW6hprM71P__M9W5h9GBf6bw_11W84bqRm1kqztYW7TFGdc3NNmD73lTL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgJ98W5qBW3J1zctQ0W3vD87f591z0hW2_jLyN2YB1pLW5Qx-hz36zwjVVGJH614h3WfrW5cK5qj4Xq9lbVxQ5s88BDpNtW6lWL_945KCmzN4xrVfJnCbGbW4lrR8626s-N5W7D-4y63F_rcyN3fDC_2BmSYcVtpCjR4MnJ_GW8ZCTT439gNvfV7RyQC57ZtpjW28nKlM13pnsbW8qwPzm4jTGR7W1WrYqq55jcsbW3yWCYG1xNLJzW6FvZqB34J__hW58rGCS4PC-8qW40FNZg2TvqZf3fKR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7Cg-MrV5F9Vs1L3clBW9fhx1m8vHfl9N81JtGXJ6KW0VbMVCb3QdFqmW1K_WRc7SfxmXN4ykY88DKcr1W7VYst37gP_lQW9dZR8s1zqz0pW10BVf91mMyPvN5pjZdCWbG-3W8SDyG97n53HQW1KYDYw7X8TPfW5vkTBh81VNL0W3R6NNM6g_YkMW5lK6s01Nnc5LN4wJtk5dYwdMW2M_9G_1l3N1ZN2PL6bVBr9tVW6stp2F2S0sWxW2ZLh463tZrT_W88024b77VGYzW5lBkK63qR2nd28r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgBp-N1LSD3X7rkdhVKc-Y435nwlXW1MrBbN7R4jgQW6rYVD22KyKVzV6RBrw1lT-wvW4_wnjp6zkzxRW4qsfXx60Z-0jW7DQtZX5T59PZN74D2sdvts6dW6h1gPR1KHJCNW1rjc0T5lP0_sN5XF3vV9y5Q-W1RK0m123B7yCW8dYSh76LflKrVcD26Z3BP2FbW923zK67b9WHfVVDj815KsPqYW7z5n5G8MN0vzW3x1ygY7DrcmkV1XDnB2MMZnzW73g_XC3dTs8HN3cmppPKTbpL3fZ91
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at 21.9% below its June 15, 2021 record high. Most regions fell last week, but EM Latin 
America shined with a gain of 2.5%, followed by BIC (1.8%), EM Asia (0.3), and EMEA (-
0.6). EM Eastern Europe (-3.8) was the worst performing region last week, followed by EMU 
(-3.6) and EAFE (-1.9). Chile was the best-performing country last week with a gain of 
10.0%, followed by Argentina (9.8), Turkey (3.8), and Brazil (3.4). Among the 24 countries 
that underperformed the AC World ex-US MSCI last week, the 4.6% declines for Germany 
and Poland were the biggest, followed by Sweden (-4.2) and the US (-4.0). The US MSCI’s 
ytd ranking dropped one place w/w to 24/49. After lagging for much of year through July, the 
US MSCI’s ytd decline of 15.8% is remains less than the AC World ex-US’s 18.3% drop. 
EM Latin America is up 4.7% ytd and is the only region outperforming the AC World ex-US. 
The laggards: EM Eastern Europe (-85.2), EMEA (-30.8), EMU (-27.0), BIC (-20.0), EAFE (-
19.4), and EM Asia (-19.0). The best country performers so far in 2022: Chile (24.3), Jordan 
(22.3), Turkey (18.1), Brazil (10.6), and Argentina (6.4). Apart from Russia, in which 
investors have lost 100.0% of their investment this year, here are the worst-performing 
countries ytd: Sri Lanka (-63.3), Poland (-42.1), Hungary (-41.5), Austria (-38.8), and Egypt 
(-36.0). 

S&P 500/400/600 Performance (link): All three of these indexes posted their biggest 
declines in 10 weeks. LargeCap fell 4.0%, more than the drops for MidCap (-3.0%) and 
SmallCap (-3.4). All three of these indexes are out of a bear market, but remain in a 
correction. LargeCap finished the week at 15.4% below its record high on January 3. 
MidCap is 14.1% below its record high on November 16, while SmallCap is 16.4% below its 
November 8 record high. Four of the 33 sectors moved higher for the week, down from 
seven rising a week earlier and all 33 sectors rising the week before that. LargeCap Energy 
was the best performer with a gain of 4.3%, followed by SmallCap Energy (4.2), MidCap 
Energy (3.0), and MidCap Materials (0.5). LargeCap Tech (-5.6) was the biggest 
underperformer last week, followed by LargeCap Communication Services (-4.8), LargeCap 
Consumer Discretionary (-4.7), and SmallCap Consumer Discretionary (-4.7). In terms of 
2022’s ytd performance, LargeCap’s 14.9% decline continues to trail MidCap (-12.0) and 
SmallCap (-12.6). Five of the 33 sectors are positive so far in 2022, down from six a week 
earlier. Energy continues to dominate the top performers: LargeCap Energy (48.9), 
SmallCap Energy (47.3), MidCap Energy (43.5), LargeCap Utilities (5.4), and MidCap 
Utilities (1.4). The biggest ytd laggards: LargeCap Communication Services (-29.9), 
SmallCap Consumer Discretionary (-24.1), SmallCap Real Estate (-23.9), LargeCap 
Consumer Discretionary (-22.1), and MidCap Consumer Discretionary (-20.8). 

S&P 500 Sectors and Industries Performance (link): Just one of the 11 S&P 500 sectors 
rose last week, but seven outperformed the composite index’s 4.0% decline. That compares 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgFp9N1yh67rWHVCpW2ptYQj4Lg7HsW8frynq1hYj_RN5lhd7Tlt8CWW3lcVcc6xrk_VW2Z_-LM9chLFMW7h8z6-7q5F3ZW6p7yL-4hzYsTW6d_KYQ7HSx3QW2-FGLx8fqPgnW3QHKzs4fZq9jW82Nsk239WQ97N3bkLRWZHgybW2h_qqZ48qfnxVCf9zV83Sh-0MkphDQbYN-cW5hXz854JyFqgW3P_PBF25mlD4W53MM9f5Tpzr4W1r8vBL3Kcck5W37s5b27zbkmqW4SqR0x2Kp8Kc314q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgDzdVW2-gL7y5zyMW51T3m64HBkHkW4NK3Lz5M5M5SW17QTGP5tMBQ0W2fR-Qk2HrL2JVqRjxf8Sdw7nW3gqVyv8Wc0cXW632-Xd5ST8xLW3KPv2v8Bl0MwW4wk2s73-M2R3W8JD1Kr995G87W7cbmjm73qprhW3RvM_V3P4DyvW4gljkM7HZk68V-D7Zt5fvPm6N7vLq0ClJ1kHW2J2L9y59K7fvW3w0Vxb2NFJhbN6Dkv4QvMVRfW1kLRCg2nBK8FMJj2dHDBZqcVvnm2G73HTJZ3mDp1
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to a 1.2% decline for the S&P 500 a week earlier, when three sectors rose and five 
outperformed the index. Energy was the top performer with a gain of 4.3%, followed by 
Materials (-1.3%), Utilities (-2.6), Consumer Staples (-3.3), Industrials (-3.4), Financials (-
3.6), and Real Estate (-3.8). The worst performers were Tech (-5.6), Communication 
Services (-4.8), Consumer Discretionary (-4.7), and Health Care (-4.3). The S&P 500 is 
down 14.9% so far in 2022 with seven sectors ahead of the index, and just two in positive 
territory. The best performers in 2022 to date: Energy (48.9), Utilities (5.4), Consumer 
Staples (-4.0), Health Care (-9.9), Industrials (-10.0), Materials (-13.8), and Financials (-
14.0). The ytd laggards: Communication Services (-29.9), Consumer Discretionary (-22.1), 
Tech (-20.0), and Real Estate (-17.2).  

S&P 500 Technical Indicators (link): The S&P 500 fell 4.0% 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 sixth straight week after 14 weeks below, but 
closed below its 200-dma for the 27th time in 29 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 
fourth time in 17 weeks as the index fell sharply to 1.5% above its rising 50-dma from 6.7% 
a week earlier and a 23-month high of 8.7% above its rising 50-dma the week before that. 
That’s still above its 27-month low of 11.1% below its falling 50-dma in mid-June. The index 
had been mostly trading above its 50-dma from late April 2020 to early April 2022; in June 
2020, it was 11.7% above, which was the highest since its record high of 14.0% in May 
2009. That compares to 27.7% below on March 23, 2020—its lowest reading since it was 
29.7% below on Black Monday, October 19, 1987. The price index closed Friday at 5.5% 
below its falling 200-dma, down sharply from 1.8% below a week earlier and an 18-week 
high of 0.8% below the week before that. It remains well above its 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 17th straight week and at a faster pace. 

S&P 500 Sectors Technical Indicators (link): Nine of the 11 S&P 500 sectors traded 
above their 50-dmas last week, down from all 11 sectors above in the prior two weeks. 
That’s still a big turnaround from the two weeks before the end of June when all 11 sectors 
were below. Health Care fell below its 50-dma for the first time in nine weeks and 
Communication Services for the first time in five weeks. Consumer Discretionary, Consumer 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgTpwW7wBqpG3xFW65M7CFq1NKYSZW509MWx7YgpxBW61SMDj3KjrPQW7rvFh72qbfv8W508Hw88_cFRFW473DHH6JRrDnW8_X-GC3jN-KfVxPK413jw_z2W5BBjkl1_xx5jW8JbzWQ8-Y7d7W3QkBh_4Rn1pVW7MlSqn1Hp0J2W4zTylp4xTcHNW23DcfG6jZZC2W1XJQkh3Xhk5KVSsv1z8zXm-TW4gSGbr65Y0kqW8Z6bWb7zCLXyW8nGFKs7_Dbc0W4hD1q03J8tbmMyrL52CxMm-31fL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgXHMW6qmC3P23C60cN6XL4LSNVVryN9lqXZLNg-c0W39wMWT5XbqdRW84vr4F4L6LyGW7yl2hx7HpxGdW5zQg9d8WgZb7W1s_PzJ68r4FQW227dc67QWJ9GN5FZc76kpQqwN8_7LkXrt858W97kGXp2D6Z3bW5ySK6w8qxN8SW3gT-xd54vXWqW38xq0P1TVFygW36gQNg2lBMsbW5Z8Hgz1f_Gb4W5xPWQ72CzNpmW5T0zjQ3Plg65W3DyxLL6040SqV7Dvk22qQGnvN3H66wR7n1HG3pF41
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Staples, and Tech each marked their seventh straight week above. All 11 sectors had a 
rising 50-dma, up from nine sectors in the previous two weeks and is a marked 
improvement from just three the week before that. Looking at the more stable longer-term 
200-dmas, only two sectors were trading above, down from five sectors a week earlier. 
Energy was above for a 49th straight week and Utilities for a fifth week. Falling below their 
200-dma in the latest week were Consumer Staples, Health Care, and Industrials. 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, unchanged from a 
week earlier. Consumer Staples, Energy, and Utilities are the only sectors in the rising 200-
dma club. 

 

US Economic Indicators 
  
Personal Consumption Deflator (link): July’s PCED slipped 0.1% (the first monthly decline 
since April 2020), following gains of 1.0% and 0.6% the prior two months, while core prices 
ticked up only 0.1%, slowing from June’s 0.6% and the average monthly gain of 0.4% 
during the first half of the year. The yearly rate is in a volatile flat trend, easing to 6.3% in 
July after accelerating from 6.3% in April and May to 6.8% in June—which was the highest 
reading since January 1982; it was at 4.2% a year ago. The yearly core rate slowed to 4.6% 
in July, down from February’s 5.3%—which was the highest since spring 1983. On a three-
month annualized basis, the core rate slowed to 4.2% (saar) in July after accelerating from 
3.8% in April to 5.1% in June. The three-month rate for durable goods slowed to 3.0% 
(saar), after accelerating from -1.1% in April to 4.2% during June, while the three-month rate 
for core nondurable goods prices accelerated 4.1% (saar) during July, from 1.6% and 0.3% 
during June and May. Meanwhile, services prices ex energy slowed during the three 
months through July, climbing 4.2% (saar), after the measure accelerated the prior three 
months from 4.0% in March to 5.5% in June. The three-month annual rate for consumer 
durable (3.0%, saar & 5.6% y/y) goods prices was below its yearly rate, while consumer 
core nondurable’s (4.1 & 3.6) was above, and the rate for core services (4.2%) matched its 
yearly rate. PCED components for which three-month rates lag yearly rates: lodging away 
from home (-21.8 & 0.3), household appliances (-13.8 & 5.0), sports & recreational vehicles 
(-2.6 & 3.3), prescription drugs (1.0 & 2.8), furniture & home furnishings (2.2 & 12.4), 
professional & other services (5.4 & 7.6), tobacco (6.7 & 7.7), new motor vehicles (9.5 & 
10.5), motor vehicles & parts (8.6 & 12.6), transportation services (8.9 & 9.5), airfares (14.5 
& 18.7), and gasoline & other energy products (25.4 & 45.8). PCED components for which 
three-month rates exceed yearly rates:  food & nonalcoholic beverages purchased for off-

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgZqQW86YZZ93CWHd8W4MNsHm1dqkFMN786T7lZ7zD8W19M0Vg3502D2W4L5dFf4d3-TBW1s78-S3xhJ8KW3hMgz61Xj2WcN7ynKrVjR1sjVxP-VN90HWbbW6PZC5n3Wyz1pW25dSH11PmTXDW476Tl05LZkhHVwMCBQ64vfMQW4dYd6-4bxj8JW4V6SPK6GHTRxW1qvBTg5BNv-MVwztm-3-shPQW5FS4Yv2xyJs3W5PJx9s32kQ70W7mFT0K3Rndw6W7yLwhQ3MtdkTW5dvNCv29MsbH3d411
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premise consumption (15.7 from 13.5), personal care products (8.7 & 5.3), tenant rent (8.5 
& 6.3), owner-occupied rent (7.8 & 5.8), used motor vehicles (7.0 & 4.7), recreation services 
(6.8 & 5.3), hospitals (6.2 & 3.3), clothing & footwear (5.2 & 4.9), alcoholic beverages 
purchased for off-premise consumptions (4.8 & 3.2), education services (3.6 & 2.3), 
physician services (1.0 & 0.2), and video audio & information processing (0.7 & -2.9).   

Consumer Sentiment Index (link): Consumer sentiment improved in August from July, as 
well as from its mid-month readings, as an easing in inflation boosted expectations—with 
gains in sentiment seen across age, education, income, region, and political affiliation. 
Sentiment among lower-income consumers posted the largest increase, exceeding 
sentiment among higher-income consumers—the former usually lags the latter by over 15 
points. The one-year inflation rate dropped from 5.4% during March and April (which was 
the highest expected rate since the early 1980s) eased to a low for this year of 4.8%. The 
five-year rate (2.9%) held just below 3.0% again this month—remaining within its narrow 
range of 2.9% to 3.1% the past 14 months. The consumer sentiment index climbed for the 
second month in August to 58.2—above its mid-month reading of 55.1—after sliding five of 
the first six months of this year from 70.6 in December to a record-low 50.0 by June. 
Expectations climbed 10.7 points in August to 58.0 (vs 54.9 preliminary) after plummeting 
six of the prior seven months by 21.0 points to 47.3—which was the lowest reading since 
spring 1980. The present situation component continued to improve this month from June’s 
record low of 53.8, climbing to 58.6—consideraby above its mid-month reading of 55.5. 

Regional M-PMIs (link): Four Fed districts (New York, Philadelphia, Richmond, and Kansas 
City) have reported on manufacturing activity for August and show the manufacturing sector 
fell back into contractionary territory, sinking to -7.5 (weakest since May 2020) from 3.0 in 
July and -0.4 in June, which was the first negative reading since the pandemic. 
Manufacturing activity in both the New York (to -31.3 from 11.1) and Richmond (-8.0 from 
0.0) areas returned to negative territory. Meanwhile, manufacturing activity in the 
Philadelphia (6.2 from -12.3) area moved from contraction to expansion, while Kansas 
City’s (3.0 from 13.0) slowed to a near standstill. New orders (-17.7 from -7.7) have been in 
a freefall since climbing to 13.9 in March, with billings in New York (-29.6 from 6.2) factories 
posting the weakest month since the pandemic, while new orders in both the Richmond (-
20.0 from -10.0) and Kansas City (-16.0 from -2.0) regions contracted at a rapid rate, while 
Philadelphia’s (-5.1 from -24.8) declined at a slower pace. Employment (13.1 from 15.6) 
slowed a bit but continued its solid readings, as factories in the Philadelphia (24.1 from 
19.4) and Richmond (11.0 from 8.0) regions hired at a faster pace, while the rate of growth 
in both the New York (7.4 from 18.0) and Kansas City (10.0 from 17.0) factories continued 
to slow.  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgFhfW5Chf527zr6GQW1kmTW32tZJGVW4cnrbt23CQqsW6wz-7d5g8RxSW8kn8Dm2375fQW16xG0m7-3cNrW1H-NLC6n1PT2W6_YZfz7VlLX-W3Tx9Sm5Pq27yW65jV_q6lgqD0N3FWg1bZMygYW38TcZZ4pmZ6kW5qtyRq3LGZMJW5wcY_-7mxZ4kW97xgl2977-HWW8LvKB31KCPttW8P9qD59kDjfmW4gPb_g7vdzcvW2y8HRK3PM7tDVLmL-J4brXSPW4S0Q0m1k9yNxN6tYrdKQXKRv21Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0_3q905V1-WJV7CgY7kW6WHnjr7SwF2BVkt0nl5mQ599W4KQknJ8WssSlW65Gn5H4JZstdW4NK54r9jNd4cW58LWWR7CCyCMVKSM-75KYctTVjfJGt3RJf5tVBdKhh7cmmrRW5p7FFH6BJLwkW7BNKdw6VzYvbW6zgZxl97_rzSW5gcLqQ6bCL4YW8SZmhc5GM3BHW3Vrtk38RH55CW6dbdvP6pjlH1W8st_jM51ZJPSW3PmKHz7KzyvqW1gjhtz7vm0xHW7zsKlT5rHhFjW5ZLBYX39fY_FW5CV9Zh2VQ79PW7JYSKq25HYY_W3gtPZR3kHcnc3fsV1
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Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for August from the New York, Philadelphia, Richmond, and Kansas City 
regions, and all are showing a noticeable easing of inflationary pressures. (Note: The New 
York, Philadelphia, and Kansas City measures are diffusion indexes, while Richmond’s 
measures are average annualized inflation rates—which we multiply by 10 for easier 
comparison to the other regional measures.) Prices-paid indexes, 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 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, and Kansas City to 
38.0 from its record high of 88.0 last May. Meanwhile, Richmond’s (124.7 from 124.9) 
gauge was virtually unchanged, down from its record high of 150.1 in May. As for prices-
received indexes, New York’s (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, and Kansas City’s eased to 25.0 from its 
record high of 57.0 during both this April and last August. Richmond’s (93.1 from 89.2) 
accelerated a bit, though remained below its record high of 103.1 in June.  

 

Global Economic Indicators 
  
Germany Ifo Business Climate Index (link): The business climate index declined in 
August for the third consecutive month, though the decline this month was minimal, edging 
down only 0.2 point. The index dropped 4.7 points (to 88.5 from 93.2) over the three-month 
period to its lowest reading since June 2020; it was as high as 101.3 during June 2021. 
Current conditions remain in a volatile flat trend, though at the bottom of the range, slipping 
2.2 points the past three months to 97.5—not far from recent highs. Meanwhile, the 
expectations measure fell to the lowest level since April 2020, plunging 18.4 points since its 
recent peak of 98.7 in February, though August’s decline (-0.1 point) barely registered. 
Sentiment in the service sector improved a bit to 1.3 after dropping from 11.0 to 1.0 in July, 
as current conditions (30.6 from 29.9) were somewhat better, while expectation were 
unchanged at -24.2—the lowest since the height of the pandemic. Tourism picked up a bit, 
though the hospitality segment expects a big deterioration in its business. The 
manufacturing sector saw its business climate index this month remain at July’s -0.6, which 
was a return to contractionary territory after two months of expansion. August’s current 
conditions (to 18.3 from 20.3) measure drifted lower, though remained at a relatively high 
level, while the expectations (-29.2 from -30.6) measure was slightly less pessimistic, 
though still deep in contractionary territory. Meanwhile, sentiment in the trade sector 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0_3q905V1-WJV7CgMDVW8F0Cj08rYk_CW8K9Xr68mTwRqW2MWq8_99FCQ3N7PZDvvlNX3WVVKv7r7RTHNrW6ZFMzr5PH0w_W6lHtKd6Zp6G1W3CH2qh4FdGQyW40FQVF5p9hH7W9lDC5H3Cbrg8W7j9SZb8NcjF8W2m9Fs52HgmL6W6pNx5T8wPn5pW8thcDd2nrlp-W715dP98Wvjh5W2p06z47hR-z-W146swl3sQH8YN14Lqw88_y3JW1WbcWJ3PN36kW8XRKwB6LlLbtW7R94dC9ght2tW3PjHQb8HqJMjW14Z1JX1f1Jb_W8K2j1G19DQt13m4Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VXgjD72lS26HW7hTfKn66XQN3W1CR2894Pgqf3N7zrx0J3q8_QV1-WJV7CgVFgW81sl577V1SWWV6H-M16FKN68W2Jnlqv5zhHQLW5Yn_ZB1T1bFFVtC6-96_CSHfW6pdBW122MPGcVHf2VX14C331VG25mX70dzjlN5wlxlL_1K5RW6B92HH1YWbkMW4XMhC12j11sgW2J8l2K1-hbnMW3ytZ3k2gNQ78W4d2SQl29HSBQW3Myq-03F7BGpW92yn853N3gyXW2gmCq9205CPBW5N2gb29jdtw2W2C1zdJ73n8GBW8mdFdh6zG0RkW5s0xfv8lsk4RN8QC0F8CMybb3bSX1
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continued to plummet, sinking to -25.8 (the lowest since May 2020). It was at more than a 
three-year high of 17.8 last June. The report notes that fewer and fewer companies are 
reporting a positive business situation, with the current conditions component plunging from 
31.6 last July to 3.2 this August, while the expectations component tumbled from 5.5 last 
June to -50.6 this month. The business climate index for construction (to -14.5 from -16.2) 
improved a bit, but remains entrenched in negative territory, with expectations (-38.2 from 
40.0) only slightly less negative and current conditions (12.6 from 11.0) slightly more 
positive. 
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