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Global Economy I: Bad News. Over the long US weekend, the odds of a global recession 
increased significantly. Europe is facing soaring power costs and rationing as Russia 
continues to reduce its exports of natural gas to the region. China’s haphazard “zero Covid” 
policy is depressing the country’s economy, as is the country’s ongoing property market 
debacle. OPEC+ reduced its production target minimally for October, signaling that the 
cartel is more concerned about propping up oil prices than it is about a global recession that 
would reduce oil prices along with oil demand. 
  
Consider the following: 
  
(1) Europe. Russia cut its main natural gas pipeline to Europe on Monday. The September 
5 WSJ observed: “The cutoff, which the Kremlin blamed Monday on Western sanctions and 
said would be long-lasting, realizes the worst-case scenario Europe had been girding for 
since Russia invaded Ukraine in February.” Electricity prices are soaring in the region. 
  
After the financial markets closed last week, Russia’s state-controlled Gazprom announced 
the shutdown of the Nord Stream pipeline to Germany. Kremlin spokesman Dmitry Peskov 
said Monday that problems pumping gas “arose due to the sanctions imposed against our 
country and against a number of companies by Western states, including Germany and 
Great Britain.” He added, “We insist that the collective West, in this case the European 
Union, Canada, Great Britain, are to blame for the situation having reached the point where 
it is now.” Gazprom said the Nord Stream closure would last indefinitely. 
  

 
Check out the accompanying chart collection. 
  
Executive Summary: Prospects for a global recession have risen in the wake of recent geopolitical 
developments. Global economic indicators have been showing signs of weakness too. … If the global 
economy sinks into a recession, will the US economy follow suit, as typically has happened in the 
past? Not necessarily this time. We still expect no more than a “rolling recession” that hits different 
sectors at different times without an economy-wide downturn. … Our rationale for recommending 
overweighting US stocks in global portfolios still holds—i.e., there is no alternative country (TINAC). ... 
And: Joe clears up some confusion about Q2 earnings. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRg15nKv5V3Zsc37CgSGsW5XWFBs4vKPd1W5kCSwZ2sCmzsW6bTR1m5Y-QB6W4sFZ2N6Dz5X-W2fq0yp3gTKq-W21Gt3Q39Wq5zW2TwCP832FVFqW7Kgx_d4McbtpN2fQydrvjR2qMV7VtnWTHpXW1xgFx058nBDcW1bbD0_43CnXhW6-0fZs92jmrKW8Z6lmF21d3p4W3KtKct6pY20NW2X78qg8nj8WdMHysbMg-YBSW5gVkcj4n_wPQN3X7b7vhZZ3SW3m-Ydj4npxqLW7WBt757cVdWhN2cmMFVs98Q9W6KTJ5V48SbK1W208LQw7t0d-HW2rpKPj1280hbW6NtK0R3hKcPBN2wvsJ97wQGpW35rt3W4YK-JZW81DvCl3NCckJW3M0cdy4yHVmNN84QqzDF9lD8W3ZGS-l3cVQ_J3h7Q1
https://www.yardeni.com/pub/cc_20220907.pdf
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Until recently, Nord Stream was the main transit route for Russian gas, which met about 
40% of the European demand before Russia invaded Ukraine. 
  
(2) China. The latest result of China’s “zero Covid” policy is that some 60 million people 
across China are facing partial or full lockdowns, according to Chinese media, from 
Chengdu to the southern economic powerhouse of Shenzhen to the oil-producing city of 
Daqing near Russia. The number of infections remains relatively small, with about 1,500 
new cases on Sunday. 
  
The September 5 NYT reported, “Nearly three years of on-and-off lockdowns have lashed 
the economy, sending unemployment soaring, especially among young people. The country 
is increasingly isolated, as the rest of the world largely abandons Covid restrictions. New 
subvariants are ever more transmissible. And the seemingly endless restrictions leave more 
ordinary Chinese people wearier by the day.” 
  
The lockdowns are only exacerbating the woes in China’s property market. Country Garden 
Holdings, ranked for years as China’s top real estate developer by contracted sales, 
reported a 96% drop in H1-2022 profits. The company’s home sales are down by one third 
versus the previous year. The Guangdong-based company stated that the property market 
has slid rapidly into “severe depression.” The August 30 WSJ reported that more than 30 
Chinese real-estate companies—including China Evergrande Group and Sunac China 
Holdings Ltd.—have defaulted on their international debt. Many privately run developers this 
month issued profit warnings; some said they expect a greater-than-90% decrease in net 
profit, and a few expect to post losses. 
  
(3) OPEC+. On Monday, OPEC+ announced a small oil production cut of 100,000 barrels 
per day to bolster prices. Just last month, OPEC+ decided to raise oil output by the same 
target of 100,000 barrels per day. It’s literally a drop in the bucket. However, under the 
circumstances, the political message is clear: The cartel isn’t ready to help the global 
economy weather the geopolitical storm coming out of Russia by allowing weakening oil 
demand to lower oil prices. 
  
Last week, the G-7 countries agreed to cap Russian oil prices to reduce funds flowing into 
Moscow’s war chest and bring down the cost of oil for consumers. However, neither India 
nor China is likely to participate in the sanction since they’re reportedly purchasing Russian 
barrels at a discount already. 
  
Global Economy II: Weak Data. We’ve been monitoring global economic indicators for 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRhw3q90pV1-WJV7CgWhDV1N_4728D-KVW4rks5C58X8h4VhFtDd7kG4lfW7qT-c08PGM5fW877kVl1F3fTvW4K_N088DblZYW1ctNL96JF2BsW2fMDgf99Wmd9W4QnmlP1F8MbXW7phx6K5s0MZkW5hQBkX1ntQpDW2f_G6N923ymbVbw5fD9h6p62W7Gqhp07xcdR2W7k_dw450hF40W90k98818V3bYN1l17hZw29R8VczWNj4BtSC0W1VTCjD8Md21KW8K3DxL6LhDNmN1nrc278FFDHW7FHpWl2BNN8MW5p1GqN7xGjLwW49G-Bv7thkqkN1MM4gh2Zyr8W12lg3K6wwGjP3cTG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRg15nKv5V3Zsc37CgH-VW6WpF041GknL9W6RcytF28SVs7W7sTs0L2y79PqW8Y1kYf8Df8lyN5s1SKZX8fP-W6pNwDn1Z9bpXW6f-88Y5kRcsGW6_7q5V6HZ3sgW1Jk42V5KKngVW1lWscZ6ZXyZGW40zw4v82_XzFW7MHvps841V8QW86DvTk8RgkQlW8NqwXb1FZp9LW853z4D1GB4NNW319H7x4RZ_96W7tMWHm72Vz-wW1204Hz41xq9mW13BsCD6c_mhVW2FTW381cDJnwW7cKnyl5H69f_W6r9shK6n_HkmW5xYz821Z-kRjW59YXNS8qbpqyVfsHrX8j0DwvW4LSjst1v2srKW3JM1yf4cj3gbN4Sp1jGWDt8jW6p7YCG7qgC7vW2R-nTn3lRDpWVXKGdV4Z2hXjW8Y1YYG1Vg_gW390J1
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signs of weakness. Here are some of the latest ones: 
  
(1) Global purchasing managers indexes. During August, the global composite PMI edged 
down to 49.3, the first reading below the 50.0 demarcation between contraction and 
expansion since June 2020 (Fig. 1). The global composite PMI for manufacturing edged 
down to 50.3, while the comparable non-manufacturing index fell to 49.2. We expect these 
indicators to fall solidly below 50.0 in coming months. The only strong reading was 54.9 for 
the non-manufacturing sector of emerging economies. 
  
The M-PMIs and NM-PMIs for the Eurozone and the United Kingdom were all around 50.0 
plus/minus 2.0 during August (Fig. 2 and Fig. 3). The trend in all of them has been 
downwards since the start of this year. 
  
In the US, August’s M-PMI compiled by ISM was 52.8, a bit better than the 51.5 provided by 
S&P Global (Fig. 4). There was a significant divergence between August’s NM-PMIs 
reported by ISM (56.9) and those reported by S&P Global (43.7) (Fig. 5). 
  
(2) European consumer confidence and retail sales. The consumer confidence component 
of the Eurozone’s economic sentiment indicator edged up to -24.9 in August from -27.0 in 
July, the lowest reading since the start of the data in January 1985 (Fig. 6). Soaring energy 
bills are clearly depressing consumer confidence in the region. This is only just starting to 
weigh on the volume of retail sales (excluding autos and motorcycles), which in July was 
basically flat m/m and down 0.9% y/y (Fig. 7). 
  
(3) German new orders. In Germany, new factory orders fell 1.1% m/m in July, led by a 
16.9% plunge in consumer goods orders (Fig. 8). Germany’s passenger car production 
remains extremely depressed at 3.1 million over the past 12 months through July (Fig. 9). 
That may reflect parts shortages from suppliers in Ukraine and Russia. 
  
(4) Commodity prices. Our trusty CRB all commodities and raw industrial spot price indexes 
are down 10% and 11%, respectively, through Friday from their recent peaks during early 
June (Fig. 10). They confirm the weakening of the global economy, as does the price of 
copper, which is down 25% since early June through Friday (Fig. 11). 
  
Global Economy III: TINAC In A World Of Hurt. Joe and I continue to recommend 
overweighting the US in global equity portfolios. During the previous bull market, we often 
explained why we preferred a Stay Home investment strategy over the alternative Go 
Global one. We’ve remained in the Stay Home camp post-bull market, but we have 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgL4mW1V9XFy2L1JlkN2bwH3-dc93rW4Hd1yL74NJPkW5jpjGt44WGQKW1C30Lz7P185jW6C2QJc3qtkHYW18b3f0655Jz4N1l5yyQgYXgjW6vRLyM6Y-qLsW5tBcd35qjrTsVW7tYm1bZvsrW8nGr8c15cPc6W6jFMXT1pKT-fW1z739n1q4pt8W5hlxsj7zl38TW9c_bfP38Cj1jW8D90KG18FtMxN8JFq9qb9NqdW6j14g76L1wljW8vtLw98TG1GVN6rXK6HNy_7bVWclfK2w_-67360V1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7Cg-dzW16K7kF1vgJvQW8yH9FQ44vTGrW7VF0w13JmV2fW7H04rK7KVYvYW78zytF6yHvhNW9fkSBp2V063tMSPjZ3TW-29W8gggrX7LWHz9W6FFn6z47FtXbW4HRdrL2KPnBWW4qJ-s16FjT9CVTGRF55s9HzBW91_Xdj1SG9Y8W3Mwjt75WGK2GW6Nbh0_2wx_NPW64_vrd3lb-kSW5m_XkQ5hGHkwW4QPxmH3wHtpzV6BWHn2vK5cnW3v79dq41JRF0W7mdG-g43HM-6W275yWX75W12j3nNt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgMFyW9jvTVb4XybgdW5Dy0nP1Bfc-lW9gjRqg6PR5RNW3KrNGm8K2NQxW2pHL5k3H58NvW8l59ws6d9t63W2LzNll4hsQXpN8C1N2MssYQWW5f07zg85Tz20W40QXt76hsR72W8Q8cht2Z0dCtW5Pmfm84L1cnWW5vmL2K7QG8fXW5491Fn56z_ckW2VPHXM2_wDvGW2tGVDZ39sFWPN36pGKGyYWByW5-dfSn6yNcSXW7jpffN8CP9QhW8wrBnR3xkNsqW7fTZDr8G9JCCW2BJ2t960tNgY3kFG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgMtdW8GCbYh6qn9yCW1tY1Z28sGXFnW3C71647hVpVcW3bClWz6QzcQVVlRf7m1CCdqJV-mKB144L4N6W67tjT273W7VgN1z7R2NSM56QW77wBV-56NsZdW77sT-j8b6HVJW2QZ8mP4JTXw7W2D6p6m1WvHrrW6kNG2w5lPW2GW8qXc_l3yPWc5W4K1XGt7QdYY6VH4stn1Hf9q6W3vhJbm4JW7_cW5XRZvM1dhWFsW4V-rBr366sTmW1_w1D775QF9yW4MsHxt1rNfLRVBfLjP4xyLxH32Jc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgYWhW1SLTfD23dvqLW1RlHKy4XGVzCW96wmxS2nhs6QW6xy8945blp55W4zjD-L1zPH79W95DhcZ91cj0CVxvsd68D9R6TW6MJPlC6MrsP8W7qjmKz3FnXgbW6NMKYn7sc0QCW112hFs4C0-lwW1bd-lW6lK9LXW4yH09w818JkCVHkVtR23TYgGW7XPJFH2psm-HW8P-Sb53hSc_qW5-pCYf7HF1YyW3x_T0D2mKr4gW3H_KcT4kpzMmN8T85wl342CpW7w7QJk4dsqvTN6_V-6jPRtXd38bR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgYQZW37wYNj16FTjTW2dpd1178ZL9GN53Wfg0Bz07FW1v3LL78WN82dW1XlmdG1x4WPVVpyqlD1ZKXYhW5-9CBk8CP7hJW7XSYkZ81hkyKW2RYnfP6VvkkVW7tm_LT1HmRqCW7vTZPz5GC1B4W8HRN0z1pmxG7W4Xzq7T6QCbCxW3qCrY48PHJmZW8f3hBx8KcxFNW502ky130VzVtW5Bm5KV30XVJ3N6t4lcbLprd8N1lmpl6d3ZpmW193d3q2s50JZW1KGRFz6FP6ZwW2F4Rn58wzbzv34f01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgB_GW1Mcj6B4gsb81W6WWJ2353jRmyW89x7Nb5k8c-YW7yNfRs5RP55FW1MG_fr7Xt7vdVqDTqv6b5s0mW8WVh2c32XvMpW2YKKbD8KPqdyW5PTqnC7SjDpSMtNyPdjm0W4W490LBf7S27kgW7F4ymn8Q0jNYW8_94S664d6kwW1gXtfq5Wfcm_N1zb7hvnTDGrW8Dlwk62qKxlSW95fbcX81v0NdV6x_J_8gjnR4W6_xVL06__wT5W95TTm57Sy5TZW2jHPjN2sdCLMW190W086LcYB-3hV-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgJ9xW8mfP2K6HRbytW3WLxMb2jLH54W2XX_V94XNWFYW3h2JSg8R607XW36M2V94bfHXHW33HHnN8F12--W7Q3SQH3X7K5YW6yvK7b4LTlVHN6TvP0ZN6r-4W56m-l789v3yCVFhvlH4M9XGGW8RjSyx1s3llgW8dzmg65sTRymW1gQZ_d42G-djW4YkYPL65lCYWW26cWlM5_3fmkW3kRByB7rSn0VW94k7-W4ztfM1W3ZT2WP3cYtzSV2xGN35SR3WxW37jt5b4x6RqvW8YJdRb65r2Zf35PP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgZ-rW49D7rF13WWDxW7-l4Kq4nMj_NW2MByct1S-RZ2W4WKWvR3K5GR4W1bVRJ37YfL7TW78Yjk-5n4rnPVHZv-m7qHxtGW46x40n383vjMW4kN6BZ26bFm0Vf_Gph7XZknYW4V4m9p45HKwNW3x6Lfg7srrPsVSn3cl1GSHbrW4zqSK74y3SvLW6jx9JV6x-v0BW5NPRqr3GtvrWN8c2ShRtNh54VxQ63z4hjY6FN1WHmtPw3T6kW7NFz7M6f1BQhW6Xc7cz5GbG7rW3DCWbF4yDQ2l3fGm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgJnkVJYZ_T8g0PlSTSK_68lcS_1W6F0Wb-96ZZvLW7ss6f278F0nSVKT_JK4M6w_bW3YpCdx8n5VJpW89BvNj1twRD0VNwFhZ2TM0B1W2LF06r2dBt1jN7zM7fv-1pvwW5k4vGw358qHcW629s2x779pYzW2d5r_V3L7t_2VJ9m9X2K0LpKW3Bfqkv1mPqp6W8HSwPL2ztbvfW8lPFxl1D9HrVW6DGNK_1rjdCnN88FykgpJt2xVQz3cs8Wl-B0F8d9hTsYTPbVgskPx82hKjf38Km1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgDK7W8l3Pzl7wVxbjW7YHJJv6-_jWhW30-p-11PgkDyW85n-2D6HH3N4W6fZgGq1-tdcqW44kBPW25ndVFW14zy2X72tNvbW4xycRq1QBY8FW7FzsyC84YlQRW47V0FZ6XF_DHW495GDr2dtRQQW3JgWSZ13CbjDW4wZDK58P7CbXW6YlcTh6T2S5yW7vrRzl4PqCjsW5ZX5Hy75dPk4W3M2LFy2XYVYcW75fXQW3wgllPW6-BB1L4vs2MRW89ZGz84YRRTrW69r-m61lw2_8W4J6Mwz24Y94S3fNm1


 

4 
 

rebranded the rationale as “TINAC,” i.e., “there is no alternative country.” We’ve done so for 
all the reasons discussed above. 
  
In the past, global economic booms and busts tended to be synchronized. The economies 
of the US, Europe, Japan, Australia, Canada, and the major emerging market countries 
tended to cycle in unison. We think that the US can skirt a global recession led by Europe 
and China later this year and early next year. Instead, the US should continue to experience 
a rolling recession, as we discussed in the Morning Briefings dated September 6 (“Back To 
The Old Normal?”) and August 30 (“Anatomy Of A Rolling Recession”). 
  
Consider the following: 
  
(1) The currency markets seem to agree with us. The JP Morgan trade-weighted dollar is up 
9% ytd and 11% y/y (Fig. 12). Contributing to that strength is the perception that the US 
economy is in better shape and can handle geopolitical stresses much better than all the 
other major economies. Getting whacked are the euro, pound, and yen (Fig. 13, Fig. 14, 
and Fig. 15). The Emerging Markets MSCI currency index is also falling (Fig. 16). 
  
(2) While forward P/Es are cheaper overseas, the ratios of the US MSCI stock price index 
relative to the All Country World ex-US MSCI stock price index—in both US dollars and 
local currencies—remain on the uptrends they’ve held since the start of the previous bull 
market in early 2009 (Fig. 17). 
  
Strategy: Q2 Operating Earnings Confusion. There was a confusing divergence in the 
S&P 500’s y/y operating EPS growth rates for Q2 as calculated by I/B/E/S and by S&P. 
S&P 500 earnings rose 9.8% y/y in Q2 according to I/B/E/S but fell 9.8% y/y according to 
S&P (Fig. 18).  
  
I asked Joe to explain the major difference: 
  
I/B/E/S bases its operating earnings actual figure on how the majority of analysts present 
their forecasts, while S&P adheres to a more rigid definition that does not consider analysts’ 
majority rule. As a result of this different methodology, S&P’s Q2 actual included the mark-
to-market writedowns, or paper losses, in Berkshire Hathaway’s equity investments. I/B/E/S’ 
actual matched the analysts’ consensus and did not include the writedown. The company is 
the sixth largest in the S&P 500 by market cap, which helps explain the impact; it’s included 
in the S&P 500 Financials sector. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRhc3q905V1-WJV7CgP47N8LWk8dkyn02W3MwKqz6LD3LLW5FX-nK2C0GJpW7Nc0-16S9lGHW90cTLK39W434W48TS1h1qkKVNW57BMX61TPqCZW3cgd8m6r6RnHW79DjCg8STN1dW10hml84NmXypW5QTLmW4hllzdW8BrWX27y3rhqW2wn1GL4mgcmrW1KqRb_7qyYmLW5RfT3N82wqtsW7qKvZZ5LNgFNVTnWdg8r8lctW5Hwn6n3shPPwW8f_wH773m2D-Vpzpf16C7Kq7W5KQJF61Hq15wW5-Bv497MhGq5N1TTD6L--Gj4W2pQJY81yhyPW3c531
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRhc3q905V1-WJV7CgKWJW4gPF671xxRBPV_7Hx15y_v9xN4qDX0-DkscmW8GrlL98BK_vzW4Db59Q5mSxPkW8-RRnk6WRFVlW48lHhr4frTbZW6wxNNb4XJ46kW1BSVFH2KDrmPW49zxGd2DcjtpVXdGzW6Dt1Z0N2QccrRkMpQXW1mkm-z8lm9QYW4ZwVtz1dcRHZW3f-Z5P8vHSlNW5tZv4b89mj65W7nk6648-0NfSW4Zr1207xjtqtW3Rxb807WMTm9W5-sNhF7kQnZ1Vv29XK7vx6cvW4MBglx5L_sn-W8bmBCT5KyBLPW4PCCmg2q8VkD3jyp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgWDyW6YzfHf8jzq5QW2QsZFP1KK9vHW5xMVc08X_WvVW3jP0DP7HdJjSMc0ttvtK8QNW4FNZFW5vRFX_W33vXNP6cSrnJW80_ZlD3FlJVFVNHN9k51Y1Q7VFx8BB2sWBZbW1gHczM5LmrhhW9fCGQ68KSjgtW7b_DxM3xVZGyW33G3N293W_c_W1LRBbB6TLpgRW7C0ZSX5QB9r1VnpLQR5YSgWGW1G0cB-6Nbkh4W7f18Xg33pVqKVz9L7-38ypztN6ty2mbNY3CkW31kt946hnPMJ3nQ01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgLrcW4k1SMt667tBSW3q2Bq547zJVLN7xYJqtBrSg3W43jMC17sPSQFW4k7xhy3-PkB9N2yykzDcqt2WW1_T9Dm8hl8GgW7KV8Nw2M6s7DMnXTRNZjTYCW3HmF3p8F8FV6VC6v2m8LJtWtN7YJrXG4GGNsW9bPWV94gmYVjW6v1hRd1_872rW21hqv616wdTrW3Bk_Fy8QqRr9W5-p9p-7kBCVLW1g2mnv8hD6lwW3H2NlN992dR9VsGC1l4bpWwXW8vDdK56xqcDsW7vz0lD5bPSqz3lBD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgDR3W2h0Pyv5-BqJbVzDD1F5xlFzjN3MfPVZzSF24W6jkG9n8t33C2W8lN4sq9bG_GlW5Qf3CM5D7-KXW6Wp_kX8LGYvmN1Z7TktfK1CLW8YJ-jY3rfm0PW356vsm8VpyZ_W3GTZfl62k26jW4Ry8GW8DHb8KW520cg38yyMS5N2YxNm-JdhKQMdzGTY5-m_wW4SS5mp1YHhcPW5dp_9C7vh7ltW5TVDYD74tBzhW8wTM135JBXBhW8Y0zS35Bh5DDW2mzFML4Nb11zW2GHqt42P08nf3lzQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgDZdW81HYhG82ZPpKW7MrB206mpGgyW3cBrYX8Yk_v6N5mvrQPp5f2ZW2x1Llc3C1DTXW1m3vxn8qC0JNW4ln_FN6thwYjW4H50bD6fmFSkW50t5pk2NN7bTW2R4T8w9k4T2_W8gX-dP99Kw-_W6cZT6H6B8dwPMx2B9j-Lm8VW3csZnt3q2KRGW2M8ZMn685WhFW57942f37jF1DW3ftq4b1r5_khVtb6pM8j7w1PVGjTGP1bvM3xW4PsQH772MYF2W6KR-B245ng9ZTyy7V4fPCk73pWL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgPp5W5ZSd2J7jf8B1W6SD9fF35fdTZW6QSD7h30D5pZW7TCVHw5wHhWzVK9fh-8s4BQsW15zMHB11gf-4Vkd06S30VQSCW8MfZGC9khw85W8ctdq_4_Dq3GW404JjJ4M_81dW97B0r14bRsGdW93v19h12sbzDW12h5wY7f-mnjW2T24Vl174YMLW4NL8Gd5bVQLfW5hqvRF2QZRhdW5_B_jy1x4167W7ySkb37qYytBW5D8kR-4JQQ5-W2xyf1S4PwsXwW2bzCKm8LWYp5W88HwPW3ndHHz34Rt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgWXKW4qFxrd3G9wS_W7XPFFt62Zd81W5m9c3t6dRTLQW6_6JWG8BNS74W20HP7B8QdbxFW6zHYVp37xcB0W8v65D_1ch4WVW6-tD2p7WsZ6XW7hC1R31MWtDDW7-WlvL1S43ptW2Hp7Dv1zNytYW97Kx6K5Pv1DFW2QVMcZ6b_4ZYW8pbdTk5CxfLcN7KHNDM6b_1RN7hmLcl7NrTQVpb61c6-c43_W566BWg7TZvfGW1qVJ4X5RXy8TW1T27hZ2KhGj0W7sdzp66gbQbkW4Z0vt82JgmNt3hHb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgZLyW53dXpt4dhmBHW3YzDGc1Ql9_QW5bD3-b5-dv2hN6cwm3l5sQPdW5LQtwx54BNPCW7fwBHH1xWb1MW86RQPp9jVVkCW94_P_Z5gmsQ1W5YBVvV5B7HSlN3VCFBlbrMD8N6tCL06rfwBnW3q5Kbj37QT2NW12pc435fgPZ7N7W7KtpPQx51W2CH4Wv6kFl_fW2bPYTW96fpc7W8B8n_78hVNSSW8rBYNy8cm8PKW6V2nTy8qN9xXW93jFjP1VLthsW5nTVZJ9cfcw_W61c2B_1Zc1Xp343h1
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For the S&P 500, I/B/E/S’ Q2 operating EPS actual figure of $57.94 was 23.4% higher than 
S&P’s $46.97. That was the biggest divergence between the two actuals since Q1-2010, 
when the Energy sector took significant writedowns in the value of oil & gas. Also during 
Q2, I/B/E/S’s actual of $10.20 for the Financials sector was 195.7% higher than S&P’s 
$3.45. That was the highest on record for the sector since operating EPS comparisons 
began in Q4-2009 (Fig. 19). 
  
Here are Q2-2022’s y/y operating earnings growth rates for the S&P 500 and its sectors 
according to I/B/E/S and S&P: Energy (294.3% according to I/B/E/S, 347.5% according to 
S&P), Industrials (31.9, 21.5), Materials (16.1, 15.3), Real Estate (13.6, -10.8), Health Care 
(7.6, 6.0), Information Technology (3.1 ,-3.1), Consumer Staples (2.1 ,-9.5), S&P 500 (9.8, -
9.8), Utilities (-3.9, -0.3), Consumer Discretionary (-15.3, -21.8), Communication Services (-
18.4, -17.5), and Financials (-20.7, -78.3). 

 

Calendars 
  
US: Wed: Trade Balance -$70.5b; MBA Mortgage Applications; Beige Book; Brainard; 
Mester. Thurs: Initial & Continuous Jobless Claims 240k/1.45m; Consumer Credit $33.0b; 
Crude Oil Inventories; Natural Gas Storage; Powell. (Bloomberg estimates) 
  
Global: Wed: Eurozone GDP 0.6%q/q/3.9%y/y; Germany GDP 0.1%q.q/1.8%y/y; Germany 
Industrial Production -0.5%; Italy Retail Sales; UK Halifax Price Index; Canada Trade 
Balance $3.5b; Japan GDP 0.7%q/q/2.9%y/y; Japan Leading & Coincident Indicators; BOE 
MPC Treasury Committee Hearings; BOC Rate Statement; Fernandez-Bollo; Jochnick; 
Bailey; Mann; Pill; Tenreyro; Lowe. Thurs: France Nonfarm Payrolls 0.5%q/q; France Trade 
Balance –€13.6b; China CPI & PPI 2.8%/3.2% y/y; ECB Interest Rate Decision & Deposit 
Facility Rate 1.00%/0.50%; Fernandez-Bollo; Rogers. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Last week, forward earnings rose w/w for 
LargeCap for a fourth straight week, but MidCap’s fell for the first time in five weeks. 
SmallCap’s gained for the first time in five weeks. For an ninth straight week, none of these 
three indexes had forward earnings at a record high. LargeCap’s forward earnings is now 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgYDbW4WnLWS8d4t0hW8pP8N87yCXZdW1_2vJh41VD5rVMyFt13Y63vLN7bJwn5tN2dpW8DFCwX4SfXsGW1XCWpL64PNyTW3Y5mHr79hlXWW5_gn8g41BQWFW6C9hj15CzLg5W4Sbhqg6wDWQBW5ZYDns2FH0NkW4W8Vyl1Mht_VW3MJhzJ9hsV6FW8L7hFn3RqwNQN67KW7112HpYW7VXH3m84pLhTW1byrcP6sfvlrW4nR84S4RBVVlW4sXPjk5pTsKNMrjg8mmMRcBW5PjT0m7mlz7V337R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgS2NW4rKZNt9dGxL6VCFjG-26m8qDW1z2WKY5Nz7VwW3p3P6-8sSs0vW6sM-1N318lHgN6bg7zFsR0PyW1W9f1n7Hs2QBW5tSF2W21DcHtW1TWM_v5qQC2FW8T214G39Vd9RN3rJ3Zs2prfcN7hYvCkyZdSnW260RmB6CHFSxW68_Fst1VsCBsN3ZbBnhr2G2_W6dw0n15XMjbTW7llssp7-xHPHW826NLf6dYT0KW5n3sLm9bGh_rW135j8F151fgrW1mcy6K8SG0GsW1yNzmc4RJ2qH3dl11
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1.0% 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 gain puts it 2.6% below its record high in mid-June. In the 
latest week, the yearly rate of change in LargeCap’s forward earnings improved to 11.0% 
y/y from a 17-month low of 10.9%; 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 
21.6% y/y from 22.6%. 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 rose to 16.4% y/y from a 
17-month low of 16.1%. 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 stall or head lower now. Here are the latest consensus earnings growth rates for 
2022 and 2023: LargeCap (8.3%, 8.1%), MidCap (16.4, 2.3), and SmallCap (10.9, 8.8). 
  
S&P 500/400/600 Valuation (link): Valuations fell again for a third straight week for all three 
of these indexes from their highest levels since late April. LargeCap’s forward P/E fell 0.6pt 
to a seven-week low of 16.5 from 17.1, which compares to a 16-week high of 18.1 in early 
August, a 26-month low of 15.3 in mid-June, and an 11-year low of 11.1 during March 2020. 
MidCap’s forward P/E was down 0.5pt w/w to a seven-week low of 12.0 from 12.5, which 
compares to a 16-week high of 13.2 the week before that, a 27-month low of 11.1 in mid-
June, a record high of 22.9 in June 2020, and an 11-year low of 10.7 in March 2020. 
SmallCap’s forward P/E dropped 0.7pt w/w last week, to a seven-week low of 11.6 from 
12.3. That’s down from a 16-week high of 12.8 the week before that and 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 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 107th straight 
week. That’s the longest stretch at a discount since 1999-2002; SmallCap’s current 30% 
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 64th straight week; the current 3% discount is up from a 9% discount in 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgWLbW95B4rG1hsHV7W6jCtPN2gPhdLW80nvjT8ZRcD2W1Kknyv5gvd6ZVq3YDl1rpD41W3F6bDT9dXx6CW46cYX385ZXWjW5PLhjR4SHnj2W78B1CY6JNhCMN7FXh415yk0fN54VNyp3dLymW11_GC74Z-v2ZW2SKxdG1rWngvVLHTq67c7yCtW37qTBc5Xd-BJW5P52f-171mfzW3yXg3M6HxyHdW49KYwB83hTl9V8QlCG6wBbp9W5dWhxc1JtBbjW71gMm78frNVvN3ymDCQKn6hf3n6l1
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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 8 cents w/w to $56.23, and is now 5.5% below its $59.49 forecast at 
the start of the quarter. Analysts expect S&P 500 earnings growth to weaken to 4.3% y/y on 
a frozen actual basis and 5.1% on a pro forma basis. That’s down from Q2-2022’s blended 
actual/estimate of a 9.8% y/y gain on a frozen actual basis and 8.5% 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 triple- 
and 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 growth rates: Energy (120.3% in Q3-2022 versus 296.7% in Q2-2022), Industrials 
(28.0, 31.5), Consumer Discretionary (17.7, -12.3), Real Estate (10.6, 13.0), Materials (6.6, 
17.4), S&P 500 (5.1, 8.5), Information Technology (-3.3, 1.5), Consumer Staples (-2.9, 2.0), 
Health Care (-4.0, 8.7), Utilities (-7.0, -3.7), Financials (-8.9, -19.1), and Communication 
Services (-15.8, -20.3). 

 

US Economic Indicators 
  
US Non-Manufacturing PMIs (link): ISM’s NM-PMI continued its upward move, while 
prices continued to ease from April’s record rate. The NM-PMI climbed for the second 
month, to 56.9, after easing steadily from 58.3 in March to 55.3 in June; the index was at a 
record high of 68.4 in November. Of the four components, the new orders (61.8 from 59.9) 
and business activity (to 60.9 from 59.9) measures were both the strongest since 
December. Supply bottlenecks continued to ease, with the supplier deliveries’ measure 
dropping precipitously from 75.7 in October and November to a 30-month low of 54.5 in 
August. Meanwhile, the employment (50.2 from 49.1) gauge continues to bounce around 
the breakeven level of 50.0, though ticked back above in August, after two months below, 
matching May’s rate. The price index eased for the fourth month since reaching a record-
high 84.6 in April, dropping to an 19-month low of 71.5 in August.  

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRhc3q905V1-WJV7CgNnCW94J3Xs3HWXPqW1JfTry5P4rpsW49BRMv7Sms2lW7gZfd76NKML7W2jz-Wx7k_Sb9W22hkLc4QjDQ3W2PHxL05fJ38sW4vLCVN2NHGKDW6w_mBQ3fkXYHW5WG79t6f9180W7pjZ276zT2wbW3hWNVV30vQr0W5dPcFp7sJW3jW11ZsBL9krtYYW30Wy1v570lBpW8nZq0M73Ygc_W57LgcW3j2v1HW52vSML1yv6BrVdtMJf1JMh-QW7PG0VK572fcxN783TrT1FbcsW1b-Y9j2gn3zCW1PVvWJ7zK2F_W3Z7Zhm3wGLVt36Mm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgBLpW3HRp0Q9kswc0W8Q_PbF7WqGR0W6rtyQm92q32tW6csJX35Csm9rVNV15v9bnt0cVj0dCS1DbV4CW3nrlPj1zZ-fgW5z4kW02_kCq6W8gf6dR8CsjD4W753yVN37MxTRVwxypD172PdJN7sr4m5XGsC5W5PdQcP994CMRW6xPQ2K9jj0cCW2cd8cx6dZsMJW3BQGF36fsfwRW7hlHw56VW9ZrW5S4qsG24Lj5FW4fpFYd53DB8cVt-6M-8jHGRFW2PL27_94YkgMW3yfLBz5lS1HY356Z1
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Global Economic Indicators 
  
Global Composite PMIs (link): Global demand contracted in August for the first time since 
June 2020, with downturns occurring in all sectors except financial services. The C-PMI 
dropped to 49.3, remaining on a volatile downtrend since peaking at 58.5 last May, as the 
NM-PMI (to 49.2 from 51.1) dropped below the demarcation line between contraction and 
expansion for the first time since June 2020. Meanwhile, the M-PMI sank to 50.3 in August, 
the lowest since mid-2020—fast approaching contractionary territory; it peaked at 56.0 last 
May. In August, C-PMIs showed growth contracted in five of the 14 countries covered—all 
advanced economies, with the US at the bottom of the PMI rankings: US (44.6), Germany 
(46.9), Japan (49.4), UK (49.6), and Italy (49.6). The C-PMI for developed nations sank to 
46.9 from a recent peak of 61.1 last May, while the C-PMI for emerging economies was in 
expansionary territory for the third month, easing a bit from 55.2 in June to 53.4 in August, 
with expansions in India (58.3), Brazil (53.2), and China (53.0) solid. As for inflation, both 
input and output prices eased in August, with the former the weakest in 18 months and the 
latter since April 2021; rates in developed nations were noticeably higher than emerging 
countries, according to the report.  
  
Eurozone Retail Sales (link): Eurozone retail sales, which excludes motor vehicles & 
motorcycles, rose in July, though remained on a downtrend. Sales edged up a smaller-than-
expected 0.3% after falling in two of the prior three months by 1.7%; the latest reading is 
2.7% below last June’s record high. Non-food products excluding fuel was the only 
component recording a decline in July, sliding for the fourth time in five months, by 0.4% 
m/m and 1.2% over the period. Meanwhile, automotive fuel sales climbed 0.4% after a 1.2% 
decline and no change the prior two months, while sales of food, drinks & tobacco posted its 
first increase in four months, though ticked up only 0.1%. Overall sales are down 0.9% y/y, 
led by declines in food, drinks & tobacco (-2.4% y/y) and non-food products excluding fuel (-
0.9); sales of automotive fuels (0.6) were slightly above year-ago levels. Data are available 
for three of the Eurozone’s largest Eurozone economies, with only Germany (1.9) showing a 
gain, following a loss of 1.5% and a gain of 1.5% the prior two months. Sales in Spain fell 
for the third successive month, by 1.0% m/m and 1.3% over the period, and dropped for the 
second month in France, by 0.9% m/m and 1.1% over the two-month span. Compared to a 
year ago, sales were down in Germany (-2.7) and Spain (-1.3), and up in France (1.9).  
  
Germany Manufacturing Orders (link): The volume of German factory orders contracted 
for the sixth consecutive month in July, sinking 1.1% m/m and 9.4% over the period, after 
starting the year with a 3.0% gain. Domestic orders fell 4.5% in July, while foreign orders 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgKGmW2wcgVs1QNN8HW5tqNPb2zB5YfV5btgK214rqWW8SJDCL66HXcrW6pX5DC18YXT8W1ktX-w13c9qcW734H791zN8PMW3q1sH_6k2zbPW4Cwyg57PDZyQW3dV17q6nk99NW2wZ3-N1_fBGgW8CBJHS8Lzg18W4nknT2424W7JW3z3-C04ybv7JW7jrDrq1MJGgmW6cVHlc83gyQCW7DQtlm8kJn36W6fhS-48mfpJ-W3WbjDp33c8Z9W3FL6F27L1Sc5W5Gx6rw5SFNTrW1v0t9w6McxF4380l1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgLL3W3TxnXH6Vtt6mW1b0YHv7lJSl0W35pVYh62Cbb5W3zrmqz1Cph8qN7VcYZY9RD8DVR8dfS57XNvjMsVTgYc9SMQW7pqlgV8Qy08WW4380py8NRS4LW1BPjNc4x4bK0W5719Js3LBct9W3cnbZd4NzrQdW467WTL66MML-W1dkhc93Tzm5NW2YsVfh8ChjKnW4kttjk31tmKHW772TRy2hjhfYW8Qw5lP8NvSLwW68_18g3jqF6ZW4zz0D41TCgGGW6_xsXV2glzqmW930Dhh2pPcsW3dLz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWznG62YCrLRW1z4Q6_2Gcc9kW4CCSrm4PFhbTN52hRgX3q8_QV1-WJV7CgPRCW2NkW986yFYWMW9fyZ2597kTFzVp570Q35NdHtW88C0SC2h7bmYW9hkFK31fsFFjW5sPPCf6BQw2bW5Ny86r76WtV3W67XXh2204LxxW8Hyd9v3f4P7XN3RhDDLYflf8W56gQPt4N7gRkN46LMPdYxGHjW6j5DNw6wWR6HW48mwt88nYQ_rW46kMxv6ZfsZFW2kB_1595MXPTW8rnjNk8YsLmbW5NB7X_4DsR3MW4zcvhh8l5GQlW2ZGvsX6BdnVrW1qDZKw2QB2LBW5KcK2v15YzmS393Q1
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rose 1.3% as a 6.5% increase in orders from outside the Eurozone more than offset a 6.4% 
drop from within the Eurozone. Here’s a look at movements in domestic orders, along with 
the breakdown from both inside and outside the Eurozone for the main industry groupings, 
respectively, year to date: consumer durable goods (+6.9%, -22.1%, -6.2%), intermediate 
goods (-1.9, -8.6, -4.9), capital goods (-19.9, -5.4, +4.8), and consumer nondurable goods (-
22.4, -15.7, -1.2).  
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