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Strategy: The Earnings Growth Cycle. We all know that the earnings growth cycle 
peaked during Q2-2021, when the y/y growth rates of S&P 500 revenues and earnings 
peaked at 21.8% and 88.5% (Fig. 1 and Fig. 2). Naturally, both growth rates were lower, at 
12.1% and 9.5%, one year later, i.e., in Q2-2022. The pressing questions now are: Will they 
soon turn negative? And if so, how negative? 
  
The answers depend on the outlook for the business cycle, of course. We think that the 
current growth recession will continue through the second half of this year. Debbie and I are 
forecasting that real GDP, which fell 1.0% (saar) during H1-2022, will edge up by only 1.5% 
during H2-2022 (Fig. 3). We see the headline PCED inflation rate falling from 6.3% y/y in 
July to 4.0%-5.0% during the second half of this year and 3.0%-4.0% during 2023 (Fig. 4). 
  
As we discussed in yesterday’s Morning Briefing, we think that the economy is experiencing 
a rolling recession that is weakening different sectors of the economy at different times. In 
the past, most traditional recessions were caused by tight monetary policy that triggered a 
financial crisis, which caused a widespread credit crunch and a full-blown recession. 
Inverted yield curves tended to anticipate that chain of events. This time we believe there is 
ample liquidity in the financial system to avert a financial crisis that could morph into a credit 
crunch. 
  
In our economic scenario, earnings growth does turn negative but not by much and not for 
long. Consider the following: 
  
(1) Earnings forecasts: ours & theirs. We are anticipating that earnings growth will be -5.4% 

 
Check out the accompanying chart collection. 
  
Executive Summary: Will the rolling recession—which we believe is occurring now in the US 
economy—steamroll corporate earnings growth? Our economic outlook suggests that earnings growth 
could turn negative, but not by much and not for long. … We think August’s M-PMI will be telling, 
suggesting that both this index and S&P 500 earnings growth are getting closer to bottoming. … And: 
Melissa looks under the hood of the auto manufacturing industry, still challenged globally by parts-
supply problems and still short on inventory. … Also: A look at various factors driving rising EV sales. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgSkTN6vyybPmgjLpW7rnhLV8phBc8W1fV3MM9l_DjgN9fNQ_BVmS0SVRw3BB1fdsdsW3JBrs52jBkY6W12C1G_1zy7k5V20WLs8kMVhXW4TGJLg33YDc8N50GsQ1mZXWtW2yYn-S4KQ527W1jCZf01rRjNpW4S31B44sfDclW23tXcZ8DzDMBVy0ZRr36nmn2W6XlyYN3S1GbZW3WSNsP2HcWzlW85wxz96wXdvxW1ft9Dx5TGqcsW97nJhQ2r6px3N3-QlsZngtJZW38KGDT66HfCZ3lQy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7Cg-LtW8G6M197GcmTGW5bnSth8gw8k-W7LhN-l7nbYY7W5bM0pz6VTTlkW6FGFJT5SV7XsW2WmKNz72d1P7W5mBQwY4-F9D9W4mldtB8SJmqkW7QZd4P6TwYp6W4N9TcJ5n2qH1W3fwWPL8mY0TfW7wsGyN5DZhmLW8gNFf95h7sywW6_HQ5C2_4gmsV598Yk2s2vTHVCLCwg6QSXChW2mCsvN4DN1bCW7btJ3l4CsTbPW6ShxJ474r-hGW3LxnbG5x2zC8W3FL_MT1sFNmTW2dKV_H3p6QWP3hKp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgRcPW3-lBR631Wk_4W3xfb614Q1szXW3kNL5f54BlW2W7dkJj768QC27W6tp23x5xhZ7hW4cZ0qy4s-mFDW6_RLDF1-Q9JmN2GM2L5JdFggW6clXSj6XT12RN3bGkbZzzD-DW38h7FS9d_K2yW6JTNcZ8q1mjNW3dJbHl1GpJkdW6CYP7t88RtmVW1wKF422QkYbwVsb2-84nvZyNW10zz_z4DQC4GW6v8Ysq4MLFxVW6hRsz-216hRyVPSr5G8B6CGYVpZVvj5TJsKnW6rwKCc10B_sF31NN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgW1GW92KkK22b0hC_W5zCdRh1pYwj4W97tz0j9f0YQjN3nB7yM69D7HW8C4nLm43d1sNW445d4Q35CTP5W23Hmgr52J3nNW6TJ4ZT1wFk34W3S5c154rWVWzW174jsK8cKymxW2TvFsN8STBqbV_Ht_P8LP2M0W7b-QZz8XNBHtN5P42knZg67bW3tGDtS5QWkgSW4qTHNx6KH-V4W32zy2y8nyXV2VBPBSx97_kzGN4P7_RnWCD4wW4N-hC29jrl7pW1J0PWv3kZ4FrW32fgSW6lD5Md3c2S1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPS73q905V1-WJV7CgKrwW7qr2Cp4yXKKvW4m-8hM53q5vnW3HG60L3sRHYBW2GZNH09hKZ97W33x_dx14G2c-W2f7JWw4Nk53kN7HGqghcHdF5W6M_K_S4KHgqyN3kWT8Z4JmJjW4VR0hc5mSk6dW1vXwGp1yCz9rW5T-tRC6g5dbsW6FQt-C6tNHR_V3GHz61yj76QW1KGzQW6jxH0RW7vbfH-3HQmqNW3H0_Mx3nZ74kW3SGFD38VVS8rW7jsyF35p6rZJW7T8-2S2ZDV2wW9gZNQ562MRC1W18Hp5C70L4D9W6LYmyN6ZM4QSW2-P4St2k-rvs3kzn1
https://www.yardeni.com/pub/cc_20220831.pdf
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y/y and -3.8% during Q3 and Q4. For the entire year, we are predicting earnings of $215 per 
share, which would be a flattish 3.1% increase from 2021 (Fig. 5). Next year, we are 
projecting a 9.3% increase in earnings per share to $235. The consensus estimates of 
industry analysts during the August 25 week were $225 and $244 this year and next year. 
In other words, their latest projections show no downturn during the second half of this year. 
(See Table 1 in YRI S&P 500 Earnings Forecast.) 
  
The analysts’ earnings estimates for this year and next year peaked at the end of June and 
have been converging toward our estimates since then. During the Q2 earnings reporting 
season, the actual result beat the consensus estimate for S&P 500 earnings at the start of 
the season by 4.4% (Fig. 6). Nevertheless, company managements provided cautious 
guidance for the rest of this year and all of next year. So the analysts shaved their estimates 
for the remaining two quarters of this year and all four quarters of next year (Fig. 7). 
  
The good news is that now that the earnings season is over, analysts seem to have stopped 
shaving their estimates for the next six quarters. As a result, their earnings estimates for 
2022 and 2023—as well as forward earnings, which we derive by time-weighting their 
annual estimates—stopped falling during the August 25 week (Fig. 8). Let’s see what 
happens during the Q3 earnings season, which starts in early October (just before 
Halloween). 
  
(2) Revisions. So we are clearly past the peak in the earnings growth cycle. The question is: 
How close are we to the bottom? In our outlook, earnings should start growing again during 
Q1-2023. For now, we can see that analysts are revising their estimates downward, which 
is what happens past the peak on the way to a trough in the earnings cycle. So for example, 
the S&P 500’s net revenues revisions index (NRRI) was -5.1% during August, the first 
negative reading since July 2020 (Fig. 9). The net earnings revisions index (NERI) was -
9.0% during August, following a -1.9% reading during July, which was the first negative 
reading since July 2020 (Fig. 10). 
  
Furthermore, our forward earnings breadth index (FEBI) for the S&P 500 fell to 60.8% 
during the August 26 week, down from last year’s peak of 89.8% during the June 4 week 
and the lowest reading since July 24, 2020 (Fig. 11). During the past three recessions, FEBI 
fell below 50.0%. 
  
(3) Macro picture. Interestingly, the national manufacturing purchasing managers index (M-
PMI) is highly correlated with the y/y percent change in the S&P 500 (Fig. 12). That’s 
because the M-PMI is also highly correlated with the growth cycles of both S&P 500 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgJWGW1_SLvf6WKkCBW7hflyW7r_Z9lW4mvVkB4wdcgyW2LZF7f3Jvph1W1gJ-Dx6my950W3YPDt98hk4WHW479xCg4Kv39-W8DBWQG5T1q5LW128Hbt7d-zvFW5Yv4lG3xHBdLN8v9rM6rQdgkW32287F9bKfZvW5SPmqB54MRX5W7kqb_Z3qw3_hW3G3x4S7R3LrkW5b6vjt7cQt9hN4PNT7Wj6jfgW6tthBg56HkpCW2dqgM98SBC6FW3wpH2q2rstC-W26qfX79b7WPzW7KxCYj3kbPGH3lVS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPS73q905V1-WJV7CgSYBW31wF8X6qYdG-W5mHrhx7bQDmtW5ZDrYz7YfYZsW5pSf3n4bj7DxVZpxyW8Fmn5MW6Bg_1d6nSzVQN8_Dd86y8xRWW398Y9691XmvpW2_HC5y8vqQhjW4ZKxb97lWDvCW4trYjv4spwnQW6yXfSn4J6JBqW5MKp5w5b5bQjW7v7yY-1wjmddW7LtxqW60627jW7wdCvg81L953W6jcD7Q7frmYWW16_GkY2thmVLVl5Xzy6bNQDWN7V615BqmK51W18XV1T5W5c0_W2V8bz095kckgW7l-mt589Ml6xW2mTKP62gTvht3hP-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgD5YW5lY-Mp8bmjhvW4R8s_15gLSD9W1_mWRh1CVwwKW40Hm_R30QCkqV4XvhH1XBFKnW7m_Jwm3zNMmqW6Tzqgx4NT1v2N16g15r_6k-XW1KZ_rg4MdnqcW68fvHK8_yH60N65MFSrcnFQyW8bHtC041ZxNyW8-V6kY1N5-rNW4k0NXC10GSZhW7PxcJp8w1gwBW7RjdQR70kQVTW4JLRMG5M2JbyW2TLCMX61ZldyW6RtRtX2pQSS5W35L64Z4CQY0mV_rcmm6Rrgl5W1TwWXw2VMxFS3nzl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7Cg-j8W2FKpM14DXLWGN2jcdjWlcqf4W7BkJLT6dWSCFW7vn2Gd3xM50xW43TVM07TMFm0MZSlQkDtQbmW5Pmq3R8w-TPwW12RTvf7THXNxN27dYF6smCVkW8lljcM6m_4ptN4jVLzcD1Tj-Vy7FCn45pm_FW3DRxrf6DlbcsN4WFpkVc5vPSW6fJ9V85bnNNqW79-z7B6hQc10N32YwHgx0F9QW41D6Vn5kw-4FW7vKdT545XtBXW74CZVC1Ll_g8W4JFthP5TdqGYW7zN4rz1WNLNC314D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgXgfW9gJxHC5crdp9W7ff-p38brHh1W97zHsQ8Jp9_BVncyT611rNwZW2ktFVh7f3tFnW1SbGrt79WtxMV8pMm38gWp4MW4ft9l939JFktW2ZYmwV52HG4SVJhcJy29MQjpW21cw4v4HFJr8W6glnR81yBpPwN6PtCsfpZwhxW6nc1283YrT3TW5Dd2Wm6R1_x9W5xT1hN5_PtFdF21vCn_Y0WzN6hXk842SW_tW5_90yP80SyJ5W3cV_0c7pPs4YW2tgRTr7WprR2W2mtM0n8Y-PF83hFl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgZRwW3GJj-y8_X4VCW5N6jVw76s8CqVNs88T9lpRv7W1t6y923xRcSFW48nvQk82r3cPW5c4hnG8zyXBVW3WFY534M4LXMW5lcSrM4gkG1wW90xNwr7vCztrV1Znrm8n4z3cW72LYSR1PxVxvN3rlZtKlmfYlW2nc6qy6dL6tJW3Qd9q07p_PpXW2kgMGy4C5ZmHW7r-jK-1XK2_nW38J8322KMvX0V_25h94kTfnWW5FZZDN94M5CTW866JbF398ZPQW2yMB9994VJRwW5ptlSB8vQV-933Xz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgL2KVlzjzl2pKWXHW1n4wls3SqDlSW2-dgjD9lHt9rW3R8ccm6yxtryW3-bqW45R4RBtW8dZNP16dh1rvW4wwd7S3kKcNDW4SM0Tr4sqxmvW6Wfh5t526XDzW7z_0WX8N20MZVR0gV067ldD-W4hYmrL1XgTDmW8QHSM_79nvdRW77fBMG51sXB8VvnkHg3jCnrMW7qzVnB7SN5-vW21Kc6L2ks-vPW8k0qVq1QLR4DN7l3MgB340LJW6gxwcT64BXCHW30tlp11F6J7FW4TpyvK3qMLpn3kCY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7Cg-Z0W1PNLXv1lR4S0W2TGCks4KS4QcW3GrFkG8mqmR-W5FbtZz2Jsh2BW1vd8hr8VLKK8W1Xyq879hQpRCW4wtYCH6RBVR9W5YWPpW2v3v8QW1J4rsJ6HkVMdN7VdgMvY84CgW1vbxD62_HS8NW3ltzxb3G83ZhW81Z7JY45cn1GW1-ch_F31wfSfW8Cr6jf7WSzmsW1rVKKL6MVfYqW5RkD1135-bx3N8TJhDw_1wBDW3p5Cj41qd6GgW44dnc0358Ml6W6k2Sgq2pBdPYW7_9Jlj2k-q1B3k9r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgC0RW4q05SQ2fTJ1xW1FtT673jJx-cW8YQMFk7PHfGzW6Mw5J421btD5Vn8LL95F-fWLW6jldgQ7V2mh-W8MLt1r1g2N7BW1Jd8Z335rrVrW3RdSFs6G46jSVpl12m7BnkbnW3v_9x_5gfm4MN1MXzn1DGkSKW4Sky7h25-l0WN3b5nJXMhmbfW18MVq860xc08W69DP_r3wg5dKN28g3lBvNPgmW8TnBGD8Jmr20MWklPzbVjplW2bxjX63zmN8xW704rw295wDTJW1sLrd88SblsG3bQn1
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revenues and earnings, as well as with both NRRI and NERI (Fig. 13, Fig. 14, Fig. 15, and 
Fig. 16). 
  
We will get August’s reading for the M-PMI on Thursday. Based on the five regional 
business surveys we track, we expect that it fell from 52.8 in July to just below the 50.0 
level, indicating an economic contraction, in August (Fig. 17). The question is: Will that mark 
the bottoms in the M-PMI and the S&P 500’s earnings growth cycles? Probably not, but we 
are getting closer to those bottoms, in our opinion. 
  
Autos I: Not There Yet. In the past, auto market recessions have coincided with rising 
interest rates. This time, autos sales and production are depressed because of supply-chain 
problems and parts shortages, especially related to semiconductor parts. Sales and 
production have recovered some from levels during the thick of the pandemic, however. 
With the inventory shortages, customers are having to order a vehicle and wait months for 
delivery, often paying above sticker price. 
  
Inventory levels are still well below demand levels, which continue to be elevated by pent-
up demand as buyers have held onto their older models waiting for new car prices to fall. 
Before delving into some of the global auto industry’s market dynamics, let’s look at a few 
big-picture indicators for the domestic auto market: 
  
(1) Softish auto sales. Domestic auto & light-truck sales plunged during September 2021 to 
a recent low of 8.9 million units (saar) because of supply disruptions (Fig. 18). Sales then 
recovered to a recent high of 11.5 million units during January. But sales since then have 
stalled around 10.5 million units, as shortages have persisted. (August data will be released 
tomorrow afternoon.) 
  
(2) High auto prices. It has not been easy to afford a used car, let alone a new one, these 
days. Average estimated transaction prices for new vehicles have increased to about 
$48,000 from near $37,000 in early 2019, according to Cox Automotive’s July industry 
report. But used auto price inflation has cooled recently as the availability of new cars has 
picked up. The CPI inflation rate for used autos has come back to Earth after rising at a rate 
just above 40% y/y during mid-2021 and then again early this year, falling to 6.6% through 
July (Fig. 19). New-car price CPI inflation has continued to rise during the pandemic years, 
to 12.6% y/y through July; this compares with a normal y/y rate near zero from at least 2012 
through 2019. 
  
(3) Low inventories. But demand still well exceeds supply, as reflected in rising prices for 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgN_HW6j51Rz5qRjBpN71yl6qtlgMBN1ndv25bZ8wHW62_wz32rDf6qW57cG5h1z7vHdW3-G7LY8h66KRVz6Gky5d0TpqW4PXJd48t_v7LW5000Tg3x-kYhW20plCT3dkqwzW15D-lP2SGhBYW7PMHNt8MvcB-W5sK6Jc8y7MyLW2_SzsF92Lgm0W6jQFDC2-dMgHVL764Y4JMyKsW2DQ4zJ7kB4bGW8By85l8qvc9GW7gXL0-4NfYHxW4QZyp51mvgg3W2dr4524kLSqPW13_Bkl1qZV0y3nSP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgKDsW3nTdtv4m4DNcW93Zbz41-Ml_5W2Vk_pQ8shwfTW56TBqZ8hlRNzW6NQKVk7CyJbXW7Qml918LfnPDVJTLv953ZpY_W5ynzLC31YqkhW6MQN6Q8MNX78W6b3sdV73-DRfW6Ckyg_6y1Pq0W46V7My8lPFTlW2FKYWh30J3HdVBv5WK1714P6W3SF6S66N3t_1W8s1QbV6dQVdxW7MgXSn9fstj7W22xjV16707qRW74HnCQ7H8XrTW5ZWFLm1vC4yKW4xJvjJ1XhHG6W5f6KNr11002H34Sx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgVYlN4KY69TZ0XrCW2hh6Rn3dh1hkW5MfLKm5MfxHDW7PgG2Z5LW7_gVk49Ff7hN2_TW5mf0SW5SMk4lW35W2xK6gGsrmW7XKRXp71YmbNW3Ks8bg5By9bhW8XPbQG81D394W9djqT-57YyYYV8YyFB7Tq5QxW1zYQ7w60xJQYW3mJ4Wd8NCDR6N684GlYrjQGXW3nynb25Sn8qsW8HjBLl2_Hmw2W4Mb-7V1r6mB5W5JbY3f5tb-KbW6LsFfL1W2zxrW502r-s59RB6fW6r55xh3trv8f3pfs1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgFN9VqyqGQ1vs1W5N7PDyF22VRgCVQsF_B392BFGN7v3ybjy55Z1W4VP1Vw1N_8s5W8J4sPD8JrHyqW186rJX1BH99XW5S6kvS8JZqG8W4fCbVG3SrVfcW6ldtD232NgvgW7t_hHh6314r8VXf6sf3jkQM1W4qLg101Nvh6TVhB9c_3z8SVsW8kSQGY50n2m-W3hCVYR7fZqZlW45QtsK6m3FSpW8lRWFx6ML550W45cw9S7cb575W8NlFZn5TVhG2N420ypQhl2xyW31KBtb3z6fwb37yq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgL_fW8yvqCX9cmhvvW20pS732hwMjSW5GNR8h1q0SWwW252PgK2Php_BW63nMB93lkB9lVcJjJb8YVCc5W54-Xh12LXP0bW9gPLkj2gd4hsW2Q9D-m6X25hMW5LskMw1QGCbkW6R1Mf91hkY8CW7Hms9x9d28YPW81d6Vf6FJYFrW1t7VN2344hJCV7jjtz1Pqs-jW4pjjlH4dcMrMW9b1vvl43pHcrW60_n4512RLDGVfpdCJ6bNC1xW1TwTrd1j3SZGN25KvH26_zjvW7Dpwlt3V1tmQ3gGf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgRWVW3JzdDC4CpwgpW1Gh2Rv8bfvNyW2YDZgP3RLMpMW7z7FKf7mWrH-W8s8PBf91j0rKN1r5M64_dt9lW7vScyd48Kh53W11z0m26X-f37W2Y73Wk2_Pjf5N76L_c2NRqC7W5_BGsx4lKnJyW8hmzFJ1N2LzKW6JSqGY2bB-D-VRC8CX8YhFLGW3r3xbJ1sKYl3W9dY0jN5pLPLZW2GhhqQ8thxt_W99CYyb19DTcvW6ZyF845PMGPWW2TM4hx398SXBW3Zkn_w8KCZP2W1mjQk61z5d1y3ffN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPT13q90_V1-WJV7CgBzkW4J9GRx4BPhxYW4Ch0t5688KsMW4cxnG78Wkb-hVVh09R9dFPbSW2jxYcy8Hdr5PN1n1D2KxV2LQW7GPVZC8mKpfpW3VXDxH7dy72qW4hJyxP2QhP-6W4rPvXF4qZqqjN1Y8fgYt1gTYW4Xx-624wv0PwW96lsPC1M-1ThV5lJ0G6KjKj3W3zNC4m4G-Yr4W4wbFL49c4NRGW2-Kw7y5Ym9vsW1VQx1S8PHBN4V6p8_p2Q_dB1W6bs9h07tlHHTW7QQQBf4WK6czN7h2VGQDrtLsW3g2Qr-792S7-W8T8H9v8qky8vN1LD34kh3sCRW76kD-g1JcGFJW58QlgH29d6HHW8hJY7c7r4y_xMPNmprTYdkBVdFMMw13F41937Pp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgX0LW8RWVZx8YWD1ZW4ZxWWY2RzGRlW7KLWKK4RBwgnW1dtyd23nVYrKW8pKFvN4mN1PcW27Z8fK4-B6d0W91-m2v8KSkQHN9lfpQW6FpGzW5CG1Lt5-jr5sW50fTMk2Hnxj4W8fN7WQ5B9ncfW2HzRRd1MDGyTV9J7p69d8wskW99hbqQ1yt6--W3MMhyY8VrBCQW8D-jvf4vsl-QW5g40Mn3dGnlMW49DpsQ3JghQNN1xjkVd2cCxvW8rlSFj9kVbn4VhHmqR8GCmN4W7Gbj2S7wY-Hd34Zh1
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new vehicles and the industry’s inventory-to-sales ratio, which remained around half a 
month’s supply during H1 (Fig. 20). In the past, auto dealers typically had 2.5 months’ worth 
of inventory on their lots. 
  
(4) Production pending. Cars don’t last forever, and owners holding onto old ones will have 
to replace them at some point. Manufacturers are ramping up production as recent supply-
chain difficulties are now abating. Domestic motor vehicle output dropped sharply from a 
July 2020 peak of 11.9 million units (saar) to a September 2021 low of 7.7 million units (Fig. 
21). It was back up at 11.0 million units during July. 
  
(5) More borrowing. Folks who are purchasing vehicles are borrowing more to do so as auto 
prices have surged (Fig. 22). Eventually, rising interest rates could bring demand and 
supply for autos into better balance, driving prices down. For now, borrowers are proving 
able to carry the more expensive debt at higher loan values, as shown by auto loan 
delinquency rates that are near historical lows according to the New York Fed’s Q2 
Household Debt and Credit report. 
  
Autos II: What’s Plaguing Production? Globally, auto parts shortages have continued to 
plague auto manufacturers following the pandemic. Production has improved around the 
world but remains depressed relative to where it was before the virus lockdowns hit supply 
chains. Here are a few reasons why: 
  
(1) China’s plagues. Persistent authoritarian lockdowns on the Chinese people after most 
countries have eased Covid lockdowns have continued to pressure global auto supply 
chains. Also, China’s Sichuan region recently experienced a severe drought that’s led to 
production cuts and plant closures for auto parts and semiconductors. 
  
(2) Russia-Ukraine war. Russia’s war on Ukraine certainly has not helped European auto 
production, especially as those two nations produce critical materials for auto production. 
  
(3) Semis dysfunctional. Since the onset of the pandemic, the semiconductors supply chain 
has been strained. Even now that supply is flowing more normally for some types of 
semiconductors, getting the right product mix and kits remains challenging for auto 
manufacturers. Chips used in crypto mining rigs, PCs, and smartphones are starting to look 
oversupplied, but those are not the chips that automakers need to build cars, Wolf Street 
pointed out in a recent note. 
  
Autos III: EVs Ruling The Road. Under the hood of the auto market, a divergent trend is 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgNSgV5zMbW77nc1cMd5-g2JqjGFW1vw1bj1zcgHjW8gzh1B1yHJKtW2kFhpK8PxL1VW7YYVZn93wLt-W71M0VZ2h5JCKW7Mgd816rxvCyW4X1-0F8LknDdW6xw3m18C6Q8qV7DkHV5RmnjpW1KPD_h6L_62RVP8ghm5DRl43W4md8Kh2wZCB6N62V5t35p8BPN2D7fPcCY11DN6P6YTCK9KlqW24C0Gb3MSnVJN1gTPQf189XfW4RMHm34v4ZQWW8m_thg2F8Zx2W4Fc0Mm7FB87P36NZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgJGGW4XP7DY3GLy5ZW88P50M2p85Q6W6jZZJB1ggJXvW7qx-qx8dvnGtW4kBxC38rd9WfN9cqsh3v-KT4W302-v61g1MwDW599hy17MBlF4W9lXphQ98pJl2W1kfrgt6lRgK3W5hMyGd3bp9dVW8JcvcZ4cXxKsW2lknz22BrgJqVZ-dJ_31gYpTW5FLf-c35tVp7W4-d8-G7r3ZH4W7ftw327p9z85W3f2Ybt5m9g1RM_PXWwpw58zW1Bjcd372_yZFW4zqbW-2WMbZNW7ws-dK5_QQNm3gx51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgJGGW4XP7DY3GLy5ZW88P50M2p85Q6W6jZZJB1ggJXvW7qx-qx8dvnGtW4kBxC38rd9WfN9cqsh3v-KT4W302-v61g1MwDW599hy17MBlF4W9lXphQ98pJl2W1kfrgt6lRgK3W5hMyGd3bp9dVW8JcvcZ4cXxKsW2lknz22BrgJqVZ-dJ_31gYpTW5FLf-c35tVp7W4-d8-G7r3ZH4W7ftw327p9z85W3f2Ybt5m9g1RM_PXWwpw58zW1Bjcd372_yZFW4zqbW-2WMbZNW7ws-dK5_QQNm3gx51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgMncW2trXp269X2j5W4pdjM_2RZGXcW6JDnnB737SLbN3dhVw_qRFrpW1K-Zb751PbPTN74fH4fPrcVkW7LL4zx1HWzn4W4fd5Qy5DdKg6W5DtVzV2NrWxNW4jYyqD7R7Q-cVBtYVk2W5V6MW4XKvF85YLGXbW5tGH4n74KjwsW5BcDGt6mJXc2W6ghx799cGKq8W2x9MXc5z6-GzW6zs7-X4ZMJjjW5d8Bb450F7LlW4H6JZv5RWZ_VW7V6j7x23MbvxN4gsZhwgWxhmW6Vk62z5CplQC34yd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPSL3q90JV1-WJV7CgS7cW5Vj_Fy1S-nb5Vswh5l1zNGV0W12LZnm60ZK4QW1PTvBM1ZmK5jW4PtyRJ8FMTFqW2gYdJ-8ttvZLW1fhQyL5dm0fnVbYqWK3--ggKW2tZ7cb4nDFbzW83rH3x7VYBCdW4ply8F8zf7F9N9783MMkbXX0W74y4CN50TPFJN2L_4KHm5B2sW91xBnm3ctLLSVKdQ1T5mfVqmW6Nk8Dv3CY_NGW8xYC6P5RR5BMW7pXpNT6D__bFW5Kw42t8Z77WyW1XJ1mB83g3VxN2P72F8VYyKsW7-FVgc4TfhrgW53JCr91BVLPzW8QjdPz4ldhLRVW-5hN1Jr9ddVkKzr-6z-lfSW7nPqhM3qXqvT39sd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPS75nKwhV3Zsc37CgTM2W7ydzGJ8bzZCgW6h1yFT7BCWZXW8XBVCK2BSjNpW4wTf-31dPPjlW8d-wBq20YLppN2dTN1gBj8QzW2-_XvZ5S5nZ2W7KkkBT6n25XBW61N4nl7fTx8gW1zRW4h2ttFN-W7ZzYk97YkXmkW2_Htn749ykmYN7d6_JphmrKYW7gxHdX2pL2HfW7TvlrL67-G6RW3qRn9L30J7mpW4VxbSZ6yGXflVzhnhW4YM82KV1yvBq2rd2CZW63kXVy2B_sQ5W3XYLCS7ct3kcVn6plH8ldzz6W2l8Jq293N6nRVh55543DSnN7W7fyfTs1CWRP5W6HcgrL7gJqHRW6YjbKJ1KwpFsN2N1kbyqhG61VWg0Fb6DDw3GW4CKtw25Qj4x4N5ktknLQQdSzW19Y0s875zbfnW1M4lJT9f-HqwW2glTHW6WMP-CW4LPdBH92s86yW6GJYJJ11klwFW6XHtVz7vsVL2N8Xst-_RfSGyW4Kr1wQ80lPJcW1m8LkY5VfXVK3gcm1
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evident: The shortages are much more prevalent among fuel-efficient cars than gas-
guzzling ones. Electric vehicles (EVs) are leading segment sales by far, according to the 
Cox report cited above (see page 8 chart!). Among EV brands, Teslas led sales ytd through 
July; gas-guzzlers like Rams and Dodges saw sales fall. Many more days’ supply of Rams 
and Dodges are available than of Subarus. 
  
The vehicles with the largest y/y price increases through July are alternative-fuel cars, while 
those with the smallest price increases are pickup trucks, research dated August 9 from 
iseecars.com found. Fiscal policy is providing incentives for purchasing “greener” autos. 
Here are a few of the latest updates: 
  
(1) US funds EV manufacturing. Signed into law in August, the Biden administration’s 
Inflation Reduction Act will provide $20 billion in loans and $2 billion in grants to auto 
manufacturers to retool and build green friendly auto plants in the US. 
  
Likewise, the Chips & Science Act will provide $50 billion toward the construction of 
semiconductor chip manufacturing, research and development, and workforce 
development. 
  
(2) California cans gas cars. California has adopted regulations that are taking the gas out 
of the market for ICE (internal combustion engine) vehicles and putting the pedal to the 
metal for EV models. It’s leading among states in the transition to fuel-efficient vehicles, 
having passed a law banning the sale of new gas-powered cars by 2035. 
  
(3) Pump prices driving EV sales. Russia’s war on Ukraine has wreaked havoc for the 
energy markets, increasing the cost to drive gas-powered cars. Frustrated by high gas 
prices, many consumers are opting for fuel-efficient vehicles. 
  
(4) But are EVs ready for prime time? While EVs may be catching on, they’re also catching 
fire. Reports have it that hundreds of vehicles have caught fire this year in the world’s 
largest EV market, China. That’s way up from last year’s number of such incidents. The car 
fires are largely due to fires at EV charging stations. EVs have a way to go before they can 
be truly sustainable rides. 
 
  

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPS73q905V1-WJV7CgN-SW6SGSky130RxlW5HJ1fw8CWq60W7d8kMt8QqJwCW6CgrSw3tsB02W6LVtPZ5265BCW8KVWl17zTV0hW3rx3JF13vVDBW8wHQCQ7Z_y-KW7VPMf88tdymRW2pPyl27Th7LPN5jkgyX75VBcVM-Q775jKT2ZW5hfj0N2sxTdDw7dHmW9-PsW7MsGx58-LGh-W485zzz8T4T__W30jTC63-Wn_XV6DVL04dNbyhW3tvnRg1pyr-lW9jV3hd5N1YssW4sTmDr8JvT3pW6R8ggh17xxC9W1hzpSk905kNCW8cycPk4rx8PP3khC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPT13q90_V1-WJV7CgQ0FN2BQ3j5ZzdDPW7YYtJ08hZ634W7qGzyG7pP689W2HwrKB12X481W27ly0r7cgNPRW2L5MG66wHGXJW18j52P95R7jCW6JRX1w6T7D2JW2Sh8rT8N9hmsW7YtQzC6D-XNRW3CLCvc4ZvZ9jN6hJk-qcFvvsW1Zv7vk4_rZ9RW963mkK9cJK4bW6vLX2m2h3lYCW8RmGwn5kc36DW13cLpg5kjGPLW6rXzP41wGMTCW4rpgsv10cvZBW7W0BQx8Lkf0QW6Wmzj755gF92W66KLtB59QTfKW7gxh-_6TJk7KN34T0D0JDsf9W58xCWj80cLGVN1cYDdkvrFz2W2SrZd-7bHlq_N6mW-vcjzKYmW3dvVw-6KDfbDW6nQlt81VdRsP3jP_1
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Calendars 
  
US: Wed: MBA Mortgage Applications; Chicago PMI 52.0; Crude Oil Inventories, Gasoline 
Production; Mester. Thurs: ISM M-PMI & Price Index 52.0/55.5; Initial & Continuous 
Jobless Claims 248k/1.44m; Nonfarm Productivity & Unit Labor Costs -4.5%/10.7%; Motor 
Vehicle Sales 13.3mu; Construction Spending -0.4%; Natural Gas Storage. (Bloomberg 
estimates) 
  
Global: Wed: Eurozone Headline & Core CPI 9.0%/4.0% y/y; Germany Import Price Index 
1.5%m/m/29.4%y/y; Germany Unemployment Change & Unemployment Rate 28k/5.5%; 
France GDP 0.5%q/q/4.2%y/y; Italy CPI 0.6%m/m/8.1%y/y; Japan Household Confidence 
29.4; Japan Housing Starts -4.1%. Thurs: Eurozone, Germany, France, Italy, and Spain M-
PMIs 49.7/49.8/49.0/48.0/48.5; Eurozone Unemployment Rate 6.6%; Germany Retail Sales 
-0.4%m/m/-6.5%y/y; Italy GDP 1.0%q/q/4.6%y/y; UK M-PMI 46.0; UK Nationwide HPI 
0.1%m/m/8.9%y/y.(Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index fell back into a bear 
market last Friday, while the Value index moved closer to correction territory. Through 
Monday’s close, Growth has fallen 8.2% from its recent high on August 16 to 22.8% below 
its December 27 record high. Value is down 4.6% from its August 16 high to 9.8% below its 
January 12 record high. Looking at their ytd performance, Growth has tumbled 21.7% ytd, 
well behind the 8.5% decline for the S&P 500 Value index. Growth’s underperformance 
relative to Value began on November 30 when its price index peaked at a record high. 
Since then, Value’s price index has dropped 2.2%, while Growth’s is down 19.8%. Looking 
at the fundamentals, Growth is expected to deliver higher revenue growth (STRG) than 
Value over the next 12 months, but Value is expected to have higher earnings growth 
(STEG). Growth has forecasted STRG of 8.0%, but its STEG is lower at 6.8%. Value has 
forecasted STRG and STEG of 5.4% and 7.9%, respectively. Growth’s forward P/E peaked 
at a 20-year high of 30.4 on January 26, 2021, and tumbled 40% to a 27-month low of 18.4 
on June 16. After rebounding to 23.3 in mid-August, it was down to 21.4 on Monday. Over 
the similar time period, Value’s forward P/E fell 24% from 17.6 to a 26-month low of 13.4, 
and was down to 14.5 on Monday from mid-August’s high of 15.2. Regarding NERI, 
Growth’s and Value’s were negative for a second straight month in August following 26 
positive monthly readings. Growth’s dropped to -8.4% from -2.4% in July, and Value’s was 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgSDVW2VQDKP7Rc7H5W5lMh-p57TsKGW7nHYbn41vW1-W3P4K0f5NPsjbW5dqBCM3r2MrDW74zpCz8DxqcnW7scQkx2JWhKkW8wKV6s6zKmTjW3J8Ll96JGmkxW1mtV9Q87ypZXW7M6Q424vYWJPW1NsjRL7ypsT5W1QDkF14dvnzjW5CP8Dt5LYZRJVSHhYT3QtRz-W7LJy_F8sxvjrW3DYDTl97hR2bW64R_vm3ClsS9V-vt8V84mj3rW82-C854Cm3TRN7KkxZZ9L-C6VSf6f62l1l5f36CY1
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down to -8.6% from -2.4%. Growth’s forward profit margin of 18.3% is down 0.8ppts from its 
record high of 19.1% in mid-February and compares to its prior pre-Covid record high of 
16.7% during September 2018. Value’s has held up better, dropping to 0.4ppt to 11.0% 
from its record high of 11.4% in December. 

 

US Economic Indicators 
  
Consumer Confidence (link): Consumer confidence in August increased for the first time in 
four months, with current conditions improving for the first time since March, while 
expectations improved for the first time since April—with the latter posting its biggest 
monthly gain since March 2021.Lynn Franco, senior director of economic indicators at The 
Conference Board notes, “Purchasing intentions increased after a July pullback, and 
vacation intentions reached an 8-month high. Looking ahead, August’s improvement in 
confidence may help support spending, but inflation and additional rate hikes still pose risks 
to economic growth in the short term.” The Consumer Confidence Index rebounded more 
than expected, to 103.2, in August after sliding from 108.6 in April to a 17-month low of 95.3 
in July. It peaked at 128.9 last June. Expectations rebounded 9.5 points this month, to 75.1, 
after falling six of the first seven months of the year by 29.8 points to 65.6—which was its 
lowest reading since March 2013. (The report notes recession risks still persist, with 
August’s reading below 80.0.) Meanwhile, the present situation component climbed 5.7 
points to 145.4 after a four-month slide of 14.1 points to 139.7—which was the weakest 
since April 2021. In August, consumers’ appraisal of current business conditions was more 
favorable, with the percentage of consumers saying business conditions are good (to 19.2% 
from 16.3%) rising and the percentage saying conditions are bad (23.2 from 24.2) falling. 
Consumers’ assessment of the labor market was mixed, with the percentage saying jobs 
were plentiful (48.0 from 49.2) and the percentage saying jobs were hard to get (11.4 from 
12.4) both moving lower. Meanwhile, consumers were more optimistic about short-term 
business conditions this month, with the percentage of consumers expecting conditions to 
improve (to 17.5% from 13.3%) rising, while the percentage expecting conditions to worsen 
(22.3 from 26.2) falling. Consumers expected a slight improvement in short-term financial 
prospects, with the percent of consumers expecting their incomes to increase (15.8 from 
15.3) slightly higher and the percentage expecting a decrease (14.5 from 15.5) slightly 
lower. Consumers were optimistic about employment, with the percentage expecting more 
jobs to be available (17.4 from 15.1) higher and the percentage expecting fewer jobs (19.3 
from 21.1) lower. 
  

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVC6dy8LPVGWW6_-djG6x-kwCVpK0y34Pm7_TMhPPRS3q8_QV1-WJV7CgBlJW2tZztW3YQfQ6W7f-RFD8S2WzlW4ZFsVb1w7X4sW3vJxX_7r_Dv2W5s_fMV5v045vW7xWq631rG-pGW5b0Bv83ZZ8yhN8PR2w3MBhsLW7HrvXd20VHZ0W4M_X2882vrPTN8y2DfbTvBycW5mwcgw2N-JM5W5bvZjs5XKQ8tW6Rw-q98N-4lmW37Z-Sx1Lg1PdVB3f_N3PNLhjW3zTP2p2WkwV5W22T3bm2-jP1tW55Rkll4wRjhLW5NKxgK5F2sG3W7QQ04S7gcnLYW8LKFLX7Cnh903nLh1
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JOLTS (link): July job openings climbed 199,000 to 11.24 million after falling the prior three 
months from a record high of 11.86 million in March to 11.04 million by June. There were 
5.67 million unemployed in July, so there were 2.0 available jobs for each unemployed 
person that month. By industry, job openings increased in transportation, warehousing, and 
utilities (+81.000), arts entertainment, and recreation (+53,000), federal government 
(+47,000), and state & local government education (+42,000); openings fell 47,000 in 
durable goods manufacturing. The number of quits dropped for the fourth month, by a total 
of 270,000, but remains high at 4.18 million, only 331,000 below November’s record high of 
4.51 million. Before the pandemic, quits hovered around 3.5 million. Many employers are 
raising wages and incentives amid a severe labor shortage, which gives workers confidence 
that they can get better pay elsewhere. Meanwhile, hirings sank for the fifth month, by a 
total of 450,000, to 6.38 million, after a 406,000 rebound in February. Hirings are up 
722,000 since their recent bottom during December 2020.  

 

Global Economic Indicators 
  
Eurozone Economic Sentiment Indicators (link): The Economic Sentiment Indexes (ESI) 
for the EU and Eurozone continued to slide in August, with ESIs for both the EU (-1.0 points 
to 96.5) and Eurozone (-1.3 to 97.6) falling to their lowest levels since January 2021 and 
February 2021, respectively. The EU’s ESI is down 19.7 points since its recent peak of 
116.2 in October, while the Eurozone’s is 20.4 points lower than its 118.0 peak last July. 
ESIs dropped in five of the six largest EU economies, with Spain (+0.8 point to 97.9) the 
one outlier. The Netherland’s ESI (-4.8 to 94.5) posted the biggest decline, followed by 
Germany (-2.5 to 97.2), France (-1.8 to 99.8), Poland (-1.8 to 90.8), and Italy (-1.2 to 100.2). 
For the overall EU at the sector level, industrial confidence continued to slide, falling from a 
record high of 12.9 at the end of last year to 0.4 in August, its lowest reading since February 
2021, while services confidence dropped to a 15-month low of 8.5 this month after hovering 
in a flat trend around 13.4 the first half of this year. Meanwhile, consumer confidence 
showed signs of stabilizing, climbing a point to -26.0 after tumbling 22.8 points from -4.2 in 
June 2021 to a record-low -27.0 this July. Retail trade confidence showed little change, 
ticking up to -5.8 after dropping 11.2 points—from 5.1 in February to -6.1 (the weakest since 
March 2021)—in July. Construction confidence also held steady this month, ticking up 0.4 
point to 1.4, after a five-month slide of 6.8 points to a 15-month low of 1.0.   

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
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Mali Quintana, Senior Economist, 480-664-1333  
Jackie Doherty, Contributing Editor, 917-328-6848  
Valerie de la Rue, Director of Institutional Sales, 516-277-2432  
Mary Fanslau, Manager of Client Services, 480-664-1333  
Sandy Cohan, Senior Editor, 570-228-9102    
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