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On The Road. I read about August’s bearish CPI report on my smartphone as my wife 
drove us in a rental car from Salzburg to Vienna’s airport Tuesday afternoon to catch a flight 
back home from our European vacation. I came to the same conclusions as almost 
everyone else did: The FOMC now is more likely to hike the federal funds rate range by 
100bps, to 3.25%-3.50%, than by 75bps at its September 20-21 meeting. That assessment 
was confirmed by the two-year US Treasury note yield, which jumped from 3.62% on 
Monday to 3.76% after the CPI report was released. We agree with the market’s perception 
that 3.75%-4.00% should turn out to be the peak in the federal funds rate. We are likely to 
see the Fed get there sooner rather than later as a result of the CPI report. 
  
After the report, the yield-curve spread between the 10-year bond and the two-year note 
widened to -30bps, suggesting that a recession is coming. Debbie and I continue to believe 
that a “rolling recession,” hitting different sectors of the economy at different times, is more 
likely than an economy-wide “official recession.” Inverted yield curves tend to predict 
financial crises that turn into economy-wide credit crunches, which cause recessions. We 
don’t expect a credit crunch this time for reasons we have discussed before. Below, Melissa 
reviews the corporate sector’s financial condition and concludes that it remains in very good 
shape. 
  
In our scenario, we still expect that the S&P 500 will be range bound between the June 16 
low of 3666 and the August 16 high of 4305, probably through the end of the year, before 
rising to a new record high by the end of next year. We expect the 10-year yield to remain 
around 3.50%. 

 
Check out the accompanying chart collection. 
  
Executive Summary: An Austrian assessment of August’s CPI. … And: It’s time again to focus on US 
corporate finance. We find American businesses in great shape—with record-high profits and cash 
flow on income statements and solid balance sheets. The effect of the chronic labor shortage on profit 
margins is businesses’ biggest challenge, but workarounds are coming that should boost productivity. 
… Also: Progressives give share buybacks a bad name, but they play a key role in corporate finance: 
counteracting the dilution from stock compensation plans. … And: Both worker compensation and 
capital spending remain on healthy uptrends, also contrary to popular (progressive) belief. … Finally, 
we recap capital markets activity from Fed data. 

https://www.yardeni.com/pub/cc_20220914.pdf
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Corporate Finance I: Profits & Cash Flow. Corporate profits and cash flow reached new 
highs during Q2. Profit margins were at or near record highs despite rapidly rising costs, 
which firms so far have been mostly able to pass on to customers. Corporate balance 
sheets, like their income statements, are also in good shape. A great deal of corporate debt 
was refinanced at record-low interest rates during 2020 and 2021, and the pace of 
borrowing is beginning to slow. 
  
The main concern facing most businesses in America is a chronic shortage of labor. 
Businesses are responding by spending more on capital equipment and technologies to 
boost productivity, as we discussed in Monday’s Morning Briefing. They are also doing that 
to bring their supply chains closer to home, as global challenges have forced managements 
to move away from just-in-time to just-in-case supply-chain management. 
  
From time to time, Melissa and I review the latest developments in corporate finance from a 
macroeconomic perspective. Here is Melissa’s update starting with profits and cash flow: 
  
(1) Corporate profits. According to the National Income and Product Accounts (NIPA), pre-
tax corporate book profits (i.e., as reported to the IRS) during Q2-2022 rose to a new record 
high of $3.4 trillion (Fig. 1). 
  
Pre-tax corporate profits from current production includes the Inventory Valuation 
Adjustment (IVA) and Capital Consumption Adjustment (CCAdj), which restate the 
historical-cost basis used in profits tax accounting for inventory withdrawals and 
depreciation to the current-cost measures used in GDP (Fig. 2). We sometimes refer to this 
concept as “cash-flow profits.” This measure also reached a new record of $3.0 trillion 
(saar) on a pre-tax basis during Q2. 
  
(2) Corporate tax rate. Corporate profit taxes totaled $427.5 billion (saar) during Q2, which 
was near the recent peak during Q4 and the previous two peaks (Fig. 3). This series 
includes US federal taxes and taxes collected by other domestic and foreign taxing 
authorities. Yet the effective corporate tax rate was 13.2%, near recent record lows and well 
below the federal statutory rate of 21.0% (Fig. 4). 
  
Some of the discrepancy between the two rates is attributable to S corporations. Their 
profits are included in NIPA’s measure of total corporate profits, but their owners pay taxes 
on the dividends they receive. These taxes are included in personal income taxes, not 
corporate profits taxes. 
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T3m3q905V1-WJV7CgXhcW2-20gD6gVkklF1_yZyRFhQsW19jjF62Qf2BfW6LHWlM4_QXN0W1qxb_w6TBlw8Vc5zkM4t_4ymW27Zl0r1W21CTW1BX5SG3zP6cMW5QD6DH4S7MdfW6gYDbW7lM7VSVLNXTc5bTzCrVq40Fr3dWRrfW8n6-9t25NcrMW1f2Gf-85K_7hW7CNm-y1fpW0FW7JP94K8JhS-hW57J8tW12HFp9VdL5-d2h_pMQVcBt546y6GGVW1y6JHB47rFqFW64VWff2PXgK5W1Kj21W6GZ2xHW7c483k69FY-bW14lGLk4Mngj933N11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgZWjVXLGMW53_9d3W8v_fV04STH3rW5vxlK96qds17V68fSw7z9QRVW7-S9XR4D2_F_W3mcBRQ7Rlnf3W3Z51Tr5rvdBMVX3rF47CVN9xVNkgQG17KpQfMP45c0z5s9zW9bbTVT8mtmdjVLZFyX6qY7JQW9kHjm04L2xBRW7CM-TV4wdS1QW17-DlX74tqYvN66KYGMd1Cs2N3cPdFLHb_pvV2-Ps43qp8K3W7PWCSr4V1GJbW5jhT2p92VVd3W4dNFML8V3GYyVltTqz3nKPVF31vG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgXzvN6FvrhRHkJj0W24f1cG571XV6W4wYhKf7PfLbxVqK9SF3f0rGyVXyTj94H8tD5W2qXbd52C540jW1gRzvg614LPcW33vgSS71T4LsW4z9wjD6JYPPXW73RJFR1sDQ-pVWHwpG5NN9DwW1Zy3YZ6pVtFLW56Z2Vn29FmHrW80861R2bqzDBW1jV_QK2tBx4JW3WjQNR2qJwDLW3D7gpl2LXmqJW9bGPrB7ZWXw3W4WjKdn1gQ_fxW2xfbS36LQd10W1ND4Pq21GNpWW5n_Zzw819Hhw34bn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgCj7Vqcj728FCF8rW5MHmLh1hpK8QW3psg9x6M0mc7W1S2v5K6yMwhgW3Dqd753DlQjXW3Xs5Z94FK5M_W83Gvtn5yjfSdW16QJ3V3Q9cZqW5CRlMD5gk9K5W4_HTqT7-rQ1_W2nd--P6y47TyW1890py8HMZVdW2KFX1911xW68N8ZfSYTnBLwDW5rbvP05sc5t1W8K1_f47t09P1W6vY07K7R39KdW95VwRJ4BHgPJW3z4WTC94k4RqW8GJfpm7gP2X4N4Xf-Zz41D-ZW38TYlX2cprdZ37Gc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgZY2W2n55VG1cVMlGVDbhYm2s4gCyW7dTnw91ff0h8W1M49VZ6-LSF9W6TSMgL1PW9bWW13CCzX63gR60W7NxKl98GMLLwW48ZqKj6XnJttW75rXHd2HK5nmW78tvkh2DYqpqW2BcvtN8fFj_pW3wnb9J10ptw4W90b_CQ5ZMRbPN4r0qLXTHPj7W5MQ65x4qJnf0N3Xc0xCLDJqHN1LM50HD9Qs3W5lNwSs6yx2K-W9dTmX669BgCCW4tX1xk8STZqgW1_pQt16G65NkW5Mpvyf1s5GQM3b2P1
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Nevertheless, the effective tax rate for the S&P 500 companies, all of which are C 
corporations, was 18.4% during Q2, also well below the federal statutory rate. 
  
(3) Dividends. During Q2, dividend payments from corporations remained at its previous 
record high of $1.5 trillion (saar) (Fig. 5). NIPA includes an almost identical series in 
personal income. Dividends paid by the S&P 500 rose to a record $600.0 billion at an 
annual rate during Q2. 
  
We have previously estimated that the S&P 500 companies account for about 35% of 
corporate dividends and other C corporations account for 25%, while S corporations 
account for the remaining 40% of dividends, based on 2017 data (the latest available). The 
dividend payout ratio of all corporations has fluctuated around 60% in recent years (Fig. 6). 
The payout ratio for the S&P 500 has fluctuated around 40%. 
  
(4) Cash flow. Undistributed corporate profits is equal to after-tax profits from current 
production less dividends (Fig. 7). It remained at a record high of $1.1 trillion (saar) during 
Q2. It tends to fluctuate much more than dividends do over the course of a business cycle. 
  
Corporate cash flow rose to a record $3.4 trillion during Q2 (Fig. 8). It is equal to 
undistributed profits plus consumption of fixed capital, or economic depreciation, which 
totaled $2.3 trillion through Q2. That’s roughly the same as tax-reported depreciation. 
  
Depreciation is the decline in the value of fixed assets due to physical deterioration, normal 
obsolescence, or accidental damage. In business accounting, tax-reported depreciation is 
generally measured at the historical cost of the asset, whereas NIPA’s economic measure 
of depreciation is measured at the asset’s current cost. We like to think of tax-reported 
depreciation as a huge and legitimate tax-shelter. Depreciation is a substantial cost of doing 
business that warrants sheltering from taxation, to ensure that companies have enough 
cash flow to replace worn, obsolete, and damaged plant and equipment. 
  
(5) Profit margin. The NIPA data are often used to calculate a corporate profit margin series 
that divides after-tax corporate book profit by nominal GDP (Fig. 9). Joe and I prefer the one 
for the S&P 500. However, it only starts during Q1-1993 and currently is available only 
through Q1. The NIPA series starts in 1948. The two series are reasonably well correlated 
but sometimes have diverged. The NIPA series reached a new high of 12.1% during Q2. 
The S&P 500 margin peaked at a record 13.7% during Q2-2021 and edged down to 12.8% 
during Q4-2021, but then picked up again to 13.4% during Q2. 
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgR83W9gvDW95gxXHnW66gZs52TN6hGW7Lml684q2mxwW3K7rb440h6krW27D2-K8gPprVW7f5Xns1BN2gXW82PYw52YdfRGW1yg07X6wM2g2W7hp2Mh8wlm6zW3prZsh7RP1BMW5plJ4S98c4RWW7wD_mX64fQ83W7vrDYv7P6ytDW423K_L5Qb0DzW3TK-D65T9jmSW8j5fg22zxN-jW3_3msm7wYJX8W29MJz54t5_JdW43p0bD3dZ-F9W3cwGpv54CbMvVZStKj1pf5L9W6kxm3W1hbknF39yX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgN5ZW197WRq4ZWBFlW4cr7rq2bKtg_W3wKgCx636SjzVkTCld7tWfltW2yGYd24T7ShLW3H1BtM59C3-xW9gxKhQ7vlPFpW29lQh_7yW8L9W8QYMNn3Gf0mRW29zxZr43xXCkW85LXfK5h2bltW10Tl9_9gVymJW1LfMsV8G-5qJW4T7KT36y9XfKN7lKdw4vC16xW61H0QR6Bsk8xW5kbPL416_DLZVltV1F3SShMzW5X_xWz8zpst5W8qM_Rn5VxFwWW6jHV5Z98yKnBW8lFDzD5mFkh93gkS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgZbWW80hV8G5sWWrcW29kXjQ52pwdNW1FFtKq4tlYrRW2FFR0m41QZlmW145JzR6JtLh9W4v2YbS9d8mrxW5QYWyk216Qz_W4Gtj862-4JbjV_FnM84cHVjkW4dKp4K6MhLs_W1k8Clx1lMt7YW97_By655Tg-5W6nK7Vr2fJmJqW7DX-205P14WbW953ckw1bGFLnN7R0zhwyy-_cN3llH7BCQ2gvW7hLllD5RZclYW6BVJcZ7Rt8hWW8hf1kY7cv1kDV6HWtg5gw0FSW5G_C1b3NKmbf31YM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgYCCW7G8xB7315Sl1W4RX35T73DySSW1X3xP_49wlD1W5R538L6kJbzlW8X60Ht140NBTN8NX1CPyrtvqW5bl0QF81QvF5W7wr0Wz7ynjrNW7cq8Pd3zqb29W7b4wzd4vDNYfW47kNj98dNWSVN4_7fBbPYpz8W4TW19j4tVqM7W2yT7Wd3JGdSPW3BMGHB9ggm70W3Y1_qK6Jjwm2W4x-wHC565fGqW2grLm21tB8xXW3lvFQ11c_HcmW8VyHXy5zpr8hW6llvNc3B1kyRW8DP5_67Rh-6Q3nWT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgzHMW4v58tn42pTkxW4GdL2n69q8bNW384vhc1mRw9VW57gyNz1N0q6cW7jxLlF8pfdBfW2g2Zg77DCsYXW4KkNJl95nY2MW68KBg171pnxvW1NS3Vt3yMXXHW68kYtT3mmzwmW6xs09B4qDF5dW42qFCr7gL15lVnHB6g1-Sy36V7LF-B5lJnF8W1c4_Sb53G0p1W4MW4rp915n11N1sW7cVMf7SFW8zSqwk5jwkMFW700C4h2mN91FW7594j332nNhtW5Nf-Kq86X013W3qTDQp2KZ7V73kS11
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(6) Forward profit margins. There’s a much better fit between the S&P 500’s quarterly profits 
margin and the index’s weekly forward profit margin (Fig. 10). The weekly proxy for the 
quarterly series shows that it may just be starting to pull back from record-high territory. It 
was 13.1% during the September 1 week. 
  
Digging into the forward profit margins, industry analysts have been shaving their profit 
margin estimates for nine of the 11 sectors in the S&P 500 (Fig. 11). Only Energy and Real 
Estate margins have been revised higher. We aren’t expecting margin estimates to fall 
much further this year as long as there’s no economy-wide recession. 
  
Corporate Finance II: Buybacks. Progressive economists and politicians frequently rail 
against corporate dividends and buybacks, claiming that they have accounted for roughly all 
after-tax corporate profits in recent years, leaving no money for capital spending or better 
pay for workers. But that stance ignores that dividend payments always come out of after-
tax profits, and the payout ratio has been relatively stable over time. Most corporations need 
to pay a growing, predictable, and competitive dividend return to attract stock investors. 
  
As Joe and I have explained in the past, share buybacks are paid for out of corporate cash 
flow and/or bond issuance. So they should be compared to cash flow, which includes 
undistributed profits. Comparing them to profits, as progressive politicians tend to do, does 
not make sense from a corporate finance perspective. It makes sense only from a political 
perspective—i.e., as a way to press a progressive political agenda. 
  
Surely, it’s a perspective that helped to pass the excise tax on stock buybacks by 
corporations included in the Biden administration’s Inflation Reduction Act of 2022. Because 
it is only a 1% tax, it likely won’t have much impact on corporations’ share repurchase, 
investment, or spending plans for now. But now that we have the first instance of this tax, 
the excise tax rate has the potential to go higher, driving up corporations’ effective tax rates. 
  
In any event, most buybacks (as much as two-thirds) are made to reduce a corporation’s 
share count and thereby counteract the dilution of earnings per share that results from stock 
compensation. When that’s the case, the buyback is accounted for as a stock compensation 
expense, requiring no financing out of cash flow or bond issuance! (We’ve discussed this 
often in the past; see our May 20, 2019 Topical Study titled Stock Buybacks: The True 
Story.) The only good news is that buybacks related to employee stock compensation plans 
are exempt from the new tax. 
  
We should have Q2 data on buybacks shortly; but for now, let’s update our previous Q4-

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgKd5W2Jz0kf7Gs2BlN61kL99DwZ7vW8HXNWF6rwDWwV_XnRQ8Q60b9W3YV-gF36FHSFW6svQVt9kSSJSW1X7_hh5Md1-gW8mfgjK2sZJW7VWhG7X49nS1-W3JmDxT8TStrPW1mTkpP6XfFpCVcYfqp100nP5W33ycpQ75-NJFW2YFkCN6pT9DRW7m4pcr44nSS2W7427SY7TPh4WW6lfdDr347Dy9W2nNyQP1XzwP_W8Q34Fb8MM540W1-GQL31wzQmnW22HvSK30--PrW4vK_lS3xDQ4q36ZQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgVYlW5-7r0r55hHG3W5j0X9V7hqJJ3W4JbgJR8ndCL_W4TKTs55t4lfcW8YZJkN6X5cPMW2YRbRT3hdKP5W1F2cvM2LwhRzW6f9b_C2yJm0TW704zf31WjL2CW22ZC9x3-TJgvW81ll1B4Ffq5jW1rqW_D7xzzR3W2cvzXL8PrS3xMPhmNb2lY_gW3VVN0k20kqk-W2rxlyz1cvVhxVQ9dbP4XH1N7W1gM0Dj6svw3QW8xhYrr6y4B6nW5620dL3zLpfkW2yBcqB1kxMRbN3dc387b0tzf343z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T3m3q905V1-WJV7CgKWNW4CcpxP74V_QYW34t_CT97sqCzW43650c1cMNvfW7SwS3G344xzjW7vLwpr3Q6yVTVw6xkp63GSCyW6kRmhx1B-ZzmV2PBQY2pQg0PW7W2HcB44bV21W3mm6Y28W5w8nW5vnyn01zXSQRW357m5g5MjLRvVVF62C1YTrBSW31sSHt5747hGN4xVV1YkxvYrW2K0MxB2T3TvPW2zHwwj1Wk1mNW6_PKy1147_FpW1GG6ws7qS9bmW1Cvw097yj03mW4d4_LK6ngKczV1vXDc17Y96GW8JGs9X3Yz7tTW75kx9T3Jkz3T31nV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgXjHW5xkHb88GT-gFW3tW7KB3zGqKRW8rrxkt2GsTKnW2HyQpp81___NW3PQ8f42rryhWW4b9yHs3QsDQjW8YFZCZ53CHYrW4ZcL_X5y2nygW7Ty2b12grjVSW11-t4q7Q-BX-VDnGPw5yxQWmW98NTmJ4x64X3N5dBJwsQ88WdW9gtk3k2B5_jXW5CsMLT45ZWfWW1pfYyt1pQwF1W717YZt19bSRzW1PWCY63WQGj0MwkXJyG6mXFW4kCS4J7808yWW4TcsJh3wVvDfW741T9444jRJF3bYh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgXjHW5xkHb88GT-gFW3tW7KB3zGqKRW8rrxkt2GsTKnW2HyQpp81___NW3PQ8f42rryhWW4b9yHs3QsDQjW8YFZCZ53CHYrW4ZcL_X5y2nygW7Ty2b12grjVSW11-t4q7Q-BX-VDnGPw5yxQWmW98NTmJ4x64X3N5dBJwsQ88WdW9gtk3k2B5_jXW5CsMLT45ZWfWW1pfYyt1pQwF1W717YZt19bSRzW1PWCY63WQGj0MwkXJyG6mXFW4kCS4J7808yWW4TcsJh3wVvDfW741T9444jRJF3bYh1
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2021 analysis with the latest data from Q1-2022: 
 
(1) Aggregate vs per-share earnings growth. Our observation that buybacks counteract 
dilution effects helps to explain why the spread between the y/y growth rates of S&P 500 
earnings in the aggregate and on a per-share basis remains relatively and consistently 
small, with the two not diverging much despite the hundreds of billions spent on buybacks 
every year (Fig. 12). 
  
In recent years, from 2012 through 2019, the spread between the y/y growth rates of S&P 
500 operating earnings per share and operating earnings in aggregate averaged just 1.2% 
(Fig. 13). During 2020 and 2021, aggregate earnings rose faster than per-share earnings. In 
2021, the difference between the two was 2.9ppts, even though buybacks totaled a record 
$881.7 billion! 
  
(2) Buybacks in perspective. On balance, buybacks reduced the share count of the S&P 
500 by only 8.6% over the period from Q1-2011 through Q1-2022, or less than 1.0% per 
year (Fig. 14). Over this same period, buybacks totaled $6.7 trillion (Fig. 15). That may 
seem like a lot of money, but it isn’t relative to corporate cash flow and especially relative to 
the labor compensation that much of it represents. As mentioned above, a significant 
portion of buybacks is necessary to avoid the share dilution that results from compensating 
employees with stock. 
  
(3) Sectors’ share count. The S&P 500 basic share count peaked at 316 billion during Q2-
2011 and fell 8.6% through Q1-2022 to 289 billion. Here are the latest percent changes in 
the share counts since Q1-2011 for the S&P 500 and its 11 sectors: S&P 500 (-8.6%), 
Communication Services (14.7), Consumer Discretionary (-6.2), Consumer Staples (-12.6), 
Energy (7.7), Financials (-16.6), Health Care (-7.5), Industrials (-12.4), Information 
Technology (-23.9), Materials (14.7), Real Estate (56.7), and Utilities (26.7) (Fig. 16). 
  
Corporate Finance III: Capital Spending & Worker Compensation. Contrary to the claim 
of progressives that buybacks and dividend payouts are occurring at the expense of 
spending more on workers and on productivity-enhancing investments, there is plenty of 
cash flow left for funding these things. Capital spending has been on the same solid uptrend 
for many years, rising to another record high at the end of last year (Fig. 17). During Q2, the 
cash flow of nonfinancial corporations (NFCs) was $2.8 trillion (saar), well exceeding NFCs’ 
capital spending of $2.9 trillion (saar) (Fig. 18). 
  
Furthermore, inflation-adjusted compensation per employee (using the household measure 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgRtQVYpWvf7Nn5sHW2q_8Xn2X-LSXW1_TT5x4j_t_hN89sldzYf_q4W3yK6v-1Ll3TVN608rtcG4n6DW5yymzC4SMK34V6g-xk6HZpk_W5mKQ_r1b1X2WW5G9T0y6bb1xrN6m3ntbzpT85W8fh7yK2zMZYyN6R21qbd2QsZN4_Mp60v9xd6W2t3xfr8BTwBZW1-xp8z8Bcr9bW74ZWfn7Gk6lxW13dcSP7CHjCBW2s_-SY4vmTRdW64Wq9L56vVd1W7hXGCT3vTLgJV45y602TBhKR3gql1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgSM-N52hwS9fccpbVkjJzk6S8-tnW37YmHV4YJ16lW3vxJTR3ngzZmW1h61tg5QVX23N5QKzCprFhzrW8CZb_R1NzkPwN2r334vKCrwGVN8H9z78ZqytV9jql178GlZbW5xF06f33jBK6W4145r138pbBSW5bY5ch1ltzDSW6F2zGk1JrDGCW5yyHt71LwkcbW8-DBGT77_l2sW4hbsJW2XXtRCW1pJkxk51L8VTW3_P3_T7TPM6bW2rwb1j4H_39lW2vrvs-2GcXH5W8wHydV4x0nl039471
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgB9JW5hxCW12pj9gvW4nQF-p8Xdn4pW33mc5d8jxgyXW7Tk3zb5PTkg8W8jMLgB1M56-cW4m4HRq3h2q_bW3ZtsP25ynzkQVZ-lPv7W-hfYW5BWrKH2y5V_yW2Q3P0h1tbPjkV7JVmk2dFy7BW1pJ9XP2NMdCRW6DW0pg4VxJQZW8ZMJXk1-5WYXW1r-tkv3n6qDsW1fsWkN71mtBXW6KHqqw4yP4zLW5hn4lp8W00jcW5by1TH7dm9YSW361PVD5l5xZGW73D7N-3fMpzHW1VSB1z8Ctrvz3kzr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgPjrW32dwDK6bvP2LVqB7cM7_GWkXW5cDTM26fQJZcW5vYzXM8FnXt-W8mVpKG1_PTXRN1RkMPnH0D3RW15b3BX1dRHdgW8lNvYt1YgyGTW38gLpM3v4s50W7N6s4b4VQgV6W2bPzFr637zj8W7KvJyJ5RNCR_W2wlLmW7qtw-5N1mpQqH5myD3M2x-YcYx-j6W7ptN7k2VdYb8W8JwnmL1qRbWtW4nzkPh4K7NSKW8gSFj58Rq3QNW4XCZfD42v-lmW1l2X6s5dwtxFW3kHCkQ6q8h8l37n81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgWY0W93T4_J3_Lpt5W8hlJr25KBZGMW1W65gy8f7F5FW7M633P24TyPMW1B03Hc3s-Xs-W7x9X5r7yQB3QW5yvZz-2sFfQPW2dlFr22s4z9cW7-wD0p8jwZqyW2gW7431vsC2RW1yjt1R3ZDVFKVnbvCW5dYV_HW94nP0F6Kn-pYW3Nc5Kz2rsyF5W2cKjX-7-FmxLW3l2pT08zqpNgVHNlbN7Kc-9mW3pvLPl7z0QkTW4cBKcQ3nsLFVW6GTh7c8NbZK6W5cNtkc3dh2M9W3xVH5Q6NyT833fG11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgR_rW2d7cVj5ZPkT8W3Z2p1M6-Z6ltW228bHk85wh99W3948f16gyW8TW7TLZry1gkXk-W2XprT77RWsQzW4N_YKV6Cg0LJW33kmHv7gX6P2W8Cst1y1R08WrW7BNx9c1Gb92nVRBmh93vF7gqF1QPL7-Rw1vV__P5k2Z0pqlW6F-hT03f3SRQW3WyrpV9b144pW6-dvyc7wXT_TN34n6-x54qd2W4ZF26Y8VxTbvW55vjkT98FsDHW3krfLn8dbM8lW3c_pZR2_-CBSW5FlH9w8_k5143p8D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgM2nW8Z7lDP83Tmh3W7hr8jW4tZ5DWW7pyzD84TdpcqW6GxNRx6lTm-VW8h7m-C6wPRSFW52zYy92jlcLdVlHMzG95lNJ9W6NL0Tw5M43yDW6PQGCZ8z5SqzW2N93NH2R3MPyW5Gq60f8Y7NCfW1Hy2sw89WrcRW6JV8JN7GwXHcW2PbNxZ6WxbxtW68sw3d4h4dx_W1XqXhj2ZhY1zW480jFj6Zgn64W7hndRm35qQ8nW85rzQ35hHS5KW7mJDd-5dQLKQW2yXPMG1Kc_X9VBDk8d7641hc36Wj1
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of employment) has been trending solidly upward for many years. It fell only slightly from a 
recent peak during the pandemic (when expanded benefits were extended) and returned to 
historical norms through July (Fig. 19). 
  
Corporate Finance IV: Securities Issuance & M&A. The Fed’s Financial Accounts of the 
United States includes lots of data tracking the activities of NFCs in the capital markets. 
Here’s an update through Q1-2022: 
  
(1) Equities. The four-quarter sum of NFCs’ gross equity issuance cooled slightly through 
Q1-2022, though remained near record territory, totaling $456.0 billion, including initial 
public offerings (IPOs), seasoned equity offerings (SEOs), and private equity (PE) (Fig. 20). 
Equity retirements totaled a record $1.3 trillion. Of that, stock repurchases accounted for a 
record $714.1 billion and M&A-related equity retirements accounted for $547.9 billion (Fig. 
21). 
  
Net issuance, which is the difference between gross issuance and retirements, totaled -
$819 billion in the four quarters ending Q2-2022, the lowest on record (Fig. 22). It’s 
important to note that the Fed’s accounts do not include employee stock plans. So it’s 
impossible to assess how much of the repurchases reduced the share count or offset stock 
issuance by such plans. 
  
(2) Mergers & acquisitions. M&A activity in the US slipped to an eight-quarter low of 
$463.86 billion during Q2-2022 (Fig. 23). The Russian invasion of Ukraine and rising 
interest rates likely put some deals on hold. We still expect that this year’s M&A activity in 
the US will remain around last year’s record $2.6 trillion pace. 
  
It’s worth noting that August has seen the best monthly deal activity since 2021, according 
to data compiled by Bloomberg, which attributed the big causes for previous delays or 
terminations of pending transactions to stock market volatility and financing disruptions, 
which deal makers now have a better handle on. 
  
(3) Bonds. During the pandemic-challenged 24 months through June 2021, NFCs raised a 
record gross $2.5 trillion in the bond market (Fig. 24). That figure dramatically came off 
record highs to $1.8 trillion in the 24 months through July. Net borrowing was $0.1 trillion 
over the eight quarters through Q2. These numbers imply that a record level of bonds was 
refinanced at the record-low yields of the past two years, and that the pace of borrowing is 
beginning to taper off with interest rates on the rise (Fig. 25). 
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgZbZW8DtWHF3ZkqBQW1pyRKf4jvtc7VYV05L5HfRgfW6W6PPz9dm52XW3RRZmw81ltn4W5pPD1g5XRJq7W2ZbBj84dYHSSN8ZCpVyBn4gSW1Y3pc_7RmrZYW364hBz65K6xyW8WZF6S8KB_WgW5K_WFp37DwTqW7pZSFH6h5jGRN7s7nWbBJyCSMmwVhvTjqwYW9976Bd93Lc6QW2dFdDW1zTgBtW5T8qzd67p0JGW30l-qG5FX7GqW1PdgW12KQLB0W6gsDh37nczF3N51x4yLGZcDG3ckd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgXXXW8LTvDG7FPc63W4Vt_9S4bl-ghN3Q3RkRWD8pPV5py0x1HGR7zW8w1LVJ5XYgcHW2dT21J78JcfdW2SrnYs7DDXMMW6-HHjG4SmBwCW3WBJK98fyNHKW11HmGp2kP3mBVZrJd11fq2YMW3n56dR7NLHmBVKnnNR5hFRWlW97k06j6t5tfyMdG3-0Vm7J2F4VZmPF-c9_W8b1-nx3lBHzNW4mWcmj9c1n_fW8VQVhZ4zdqbwN1lBvtqLfT1WW1Bj1CN7VrQP8N4X7pLpR1Wwm3lQD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgXXXW8LTvDG7FPc63W4Vt_9S4bl-ghN3Q3RkRWD8pPV5py0x1HGR7zW8w1LVJ5XYgcHW2dT21J78JcfdW2SrnYs7DDXMMW6-HHjG4SmBwCW3WBJK98fyNHKW11HmGp2kP3mBVZrJd11fq2YMW3n56dR7NLHmBVKnnNR5hFRWlW97k06j6t5tfyMdG3-0Vm7J2F4VZmPF-c9_W8b1-nx3lBHzNW4mWcmj9c1n_fW8VQVhZ4zdqbwN1lBvtqLfT1WW1Bj1CN7VrQP8N4X7pLpR1Wwm3lQD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgWl_W3xGn6M1jPhrCW3yqHWS7RX5q1W6BlnFh9g28VvN7vpTY1Sty3VW7KySQF8ZYC-WW1QHg4W577mptW2cQwMp4GpnZRW88xj936DmPMkW8Z9d2x7g61snW5892l53jcjdBW2VcN1H4JK_S_W6v4mbC2gNfSLW5JcWZS4mf5S9W6J1Ty14bGcJ6F43f0lsVZpGW6qXgSZ19D1NvN2KJY0V5gL7qW7YBW_N171rM4W684n4p2ZgYC9W2mF4dP4sSN6YW7ntzKd97fr9RN6KC1Zs8B58j3mXj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgRZzW99N5D_4Vf0mmW8mDbhk2NYPq8N43y_nSKwTy4V2SJNZ1Dhm44N2F0b5gr4jG-W4D97dS6VvjpDVsZsc-9lSVmlV-bJ2W3PDMH_VMh0D48JhCn-W31vTFH4gD6wmW8t4msG82wPzPW39xx852Mz2pnN8H1t3NZDt0JW6Sbj0l1Nbt2kW6Mq1Ll6T69_kW1dfWhy1ZJxYCW2MyxLT5BbFPlW1tJX-39lVLh_W57Sytd52zDZtW3pz1_M8cWrnhW4pBS2Z2v4sjQV9sYhl1Ch5vv3m_x1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgRZzW99N5D_4Vf0mmW8mDbhk2NYPq8N43y_nSKwTy4V2SJNZ1Dhm44N2F0b5gr4jG-W4D97dS6VvjpDVsZsc-9lSVmlV-bJ2W3PDMH_VMh0D48JhCn-W31vTFH4gD6wmW8t4msG82wPzPW39xx852Mz2pnN8H1t3NZDt0JW6Sbj0l1Nbt2kW6Mq1Ll6T69_kW1dfWhy1ZJxYCW2MyxLT5BbFPlW1tJX-39lVLh_W57Sytd52zDZtW3pz1_M8cWrnhW4pBS2Z2v4sjQV9sYhl1Ch5vv3m_x1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgKJQW988BPR2DHTPyVw7KMC36Y0NJW52k0PZ38Mr24W3XxjZx1k6DFkW4Qh-2H82kHHxW8psrPS7kvCR_N8XBX4pdh2DqW12GW9w1X5xBXN5NS7KtMHGzJW551kv21RbrlwW2z0Pjr2P9x31W49PDTV23rhBFN5FvvrYMVB09W4d2Fm0481JsSW1YLv0Y4TGw3fN13pmJrDYs4dW3_Q2Y51XJFhlW2-3l7K3k9qQzVwRXGb67QB85W7LVmN_4Lw3KVW4jK0PB6767dJVgDcbs32npGY3ffX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgB8gN2vyt3bYbb1-W46w8bg80zYtNW6hzg_V5YGqsmW8DkpnD7kVSZbW2fKjYh1ql64LVfBFsG3TxqjCW4636lY5zJlZHW3rbZl13ZjMmNW1dTRwm6R4STbW4bb9cN5YBNvrVMFmK27bRc-HW5r5xw83yPf74W8TfHPD4JkYhDW26b99q8jTpGDN1gGD3YTxT_5W5pYMfj1WBk2bW3LwB-J7_1KMXW8g2Z687qDwc-W5cJNPk4qx5FjN1WD730wd_60W6g3dLt8rnv_nW2t4XGL6LTrvD38L21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T295nKv5V3Zsc37CgSf2W6NkZsG1P075hW1_YTvG3qxJFmW3cjnSQ39H9QvW8swYJT3nk40vW4Lw6mn8ZFD2HW8BMkRx4GPHBTW1jglq058GRshW3ScW4G2YXPdrW3j391d572CJbW8rtkqw2N_6L3N8wG4-4JLppNW7DwWYK4tld0gN29-jt3-y0JtW9c09GP1D_-nkVfvp7s40q1ChW29WFXS3pfWjJW3HqR7N27nCJqV1r68C4L4w_lV1ldBZ756CbYW98z-kZ3Thhm-W5P4sj02QJz4GW1BcZsT13QP22W1lBBn87PdHrYW4M_8ms8F2_gZW17SqNJ3H580xW7dvZqt6BPb9vW1h0TZt6dpr3xN7w8dVvn6NN0W1nvzX61QqwHMW5XFFTv1tpF_cW8cBvHq3hQK9PN72_PwSSD9mM33ft1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgP7wW8GK9hP6hxLK7W1W0cw83r_QyDW84jMf08X5jJ3W5_0GDW6mvjsvVKzjQj2Q_BkHN6g7X7tx0xpTN4HC7ktW1BJjW6yVYKx5NQ6f0W8RSVVC8-sKg3W2fn4Lg6RZQD1N8xDRTkS-tSXVxjXZb6MBcGsW8ZyYr_67-NkfW5QSWzH1fxzdHW89Z-vM4Mmx-KF6lyW_B8GRcW5vRnCt8dfTWcW33KS5z3R1ZHYVkvwlb3lHtHFW5G_Xsp1bw-v8W1WhBdZ3993fkW9bJ2dc8qvWh03cpq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgPrfW1PfsMW8HtTpZW15N1FG11v2JMW8PXytR8yqL_hW39zC9s6xhtnNW2x9wLQ4N03DcV-ThhC6gjhjcW6-b3l_6BQQwsW60Dc6P7t8vJqW1j9Wlj8RCnXZW3BNsBR74K-4-W1W4yc_5cf5NxW6HZ2zx6B0TxkW8jsZRh5kN0cKW7l3wGg2drRZwW5YpWLL5b8spHW318T964Q5tYCW3vndGm8ZBcMKW1y1Gjp6cxLhRV2GKlp2Ng8GxW3sPmDG7kG5FTW5lh_Fp4jhQ71VcMrmz4Hpjq838KV1
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Corporate Finance V: Balance Sheets. Finally, the Fed’s data show that NFCs’ short-term 
debt divided by their credit market debt is relatively low around 30%-35% as of Q2-2018 
(Fig. 26). Slightly concerning is that their liquid assets divided by their short-term liabilities 
recently has declined during the H1-2022 (Fig. 27). Yet we attribute that to the fact that the 
Fed includes stocks held by corporations in the measure of liquid assets. 

 

Calendars 
  
US: Wed: Headline & Core PPI -0.1%m/m/8.9%y/y & 0.3%m/m/7.1%y/y; MBA Mortgage 
Applications; Crude Oil Inventories; EIA Monthly Report. Thurs: Retail Sales Total, Core, 
and Control Group 0.2%/0.1%/0.5%; Import Prices -1.2%; NY Empire State & Philadelphia 
Fed Manufacturing Indexes -13.0/2.8; Headline & Manufacturing Industrial Production 
0.1%/0.1%; Capacity Utilization Rate 80.3%; Business Inventories 0.6%; Initial & 
Continuous Jobless Claims 226k/1.475m; Natural Gas Storage. (Bloomberg estimates)  
  
Global: Wed: Eurozone Industrial Production -0.8%m/m/0.6%y/y; UK Headline & Core CPI 
0.6%m/m/10.2%y/y & 0.8%m/m/6.3%y/y; UK PPI Input & Output 0.2%m/m/23.9%y/y & 
1.0%m/m/16.2%y/y; Japan Industrial Production 1.0%; Japan Trade Balance; Australia 
Employment Change 35k; Australia Unemployment & Participation Rates 3.4%/66.6%; RBA 
Bulletin; EC President Ursula von der Leyen; Enria; Lane; McCaul. Thurs: Eurozone Trade 
Balance –€20b; Germany WPI 0.5%; France CPI 0.4%m/m/6.5%y/y; China Retail Sales 
3.5% y/y; China Industrial Production 3.8% y/y; China Fixed Asset Investment 5.5% y/y; 
China Unemployment Rate 5.4%. DeGuindos; McCall; Mauderer. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index was in a bear market as 
of Monday’s close, while the Value index was out of a correction. Growth has fallen 5.9% 
from its recent high on August 15 to 20.9% below its December 27 record high. Value is 
down 3.1% from its August 16 high to 8.3% below its January 12 record high. Looking at 
their ytd performance, Growth has tumbled 19.8% ytd, well behind the 7.0% 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 
0.6%, while Growth’s is down 17.9%. Looking at the fundamentals, Growth is expected to 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgGTdW7hsRCY3c05nrW207VHF1zwyg2W8nXfcq3KyV2JW96NrDX2_zq-GVG_QRN2XpyQRW6kv8LS6bL0sJW7_wSNM743V59W3YFTmS2phmH8W2n250z8y-sKTW1_5XjY84Cf49W6QQV777YcPj8W3dGlfM6V2M8tW1XWHv73tPyB9W1fXc0w3F0M1ZVvwQJC4Z5KhmW4rPtbZ8BT-3pW51vDQ183hFs4V83gVK3SCrDZW2Gm7S86xKYVzW4KfDG21kn89LV_h7Ql2pVyqJW149c5j1JW2xt3czN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgRzKW8CxJ--2X5R_pW5M2PSc566vCwW7GF63H2D9GXsW73_M7W3BPh1dN5kkQz4tNwnhW6bGPq_5t22xFW4Nq8_K1B5gPbW5MmK0V1gw-lzVPJ6ms2WnHYYW5f_vQD7FgbqPW7yFSgd4RgSKqW98JmMB3YRKryW2nwV836kQ44GW686NmG7yf_JwW3TQzyC44_XYKW6gCFbJ7vhwXQW2qkFLc6cXNxFW725p8R1gVhz5W2JntMY7t2kPzW60B9X15BGyX1W4Mm7jz4Kk1CMW2ghnZy2R5Djd3d721
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgK-2W72ZDK85tmZ5JW1cHKpF3W6WqlW30Zchg36QxbGW8gQGW86Qf3JpW633tlN72snXHW2JbZkJ4vhTP6W8Yv1-c40KjZ9W2NXZH76lJYdXW87_PMw1yyl8kW3fbDtn7KcnF4N2gmY6TtcwbVN6gSnsq4qwWvW2vMtzl7Q_-q4W2N0-mR77mqtxW5bD7Tq28TZZ1Vsqlrr6vtlLjW7W9-Pq3wXSqfN8pBpxwS7djNW8syxcW827LMzW4C996Q7Cxc_tW7L7W1P5x6qHKW7X-01q8FNpDb3qjS1
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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 7.6%, 
but its STEG is lower at 7.3%. Value has forecasted STRG and STEG of 4.9% and 7.4%, 
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 21.8 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 14.6 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 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 Price Index (link): August’s CPI inched up 0.1% after no change in July, 
following gains of 1.3% and 1.0% the prior two months, but core prices rose 0.6%, double 
July’s 0.3% gain. The CPI yearly rate eased, but only slightly, up 8.3%, slowing from 8.5% 
in July and 9.1% in June —which was the highest rate since November 1981, while the core 
rate accelerated 6.3% after easing steadily from 6.5% in March (the highest since August 
1982) to 5.9% in both June and July. Food costs (11.4% y/y) accelerated at the fastest pace 
since April 1979, while energy costs (23.8) continued to ease from June’s 41.6%, which was 
the fastest pace since April 1980. Within food, the rate for food at home (13.5) was the 
highest since March 1979, while the rate for food away from home picked up to 8.0% y/y—
the highest since fall 1981. In energy, yearly rates eased virtually across the board. The rate 
for fuel oil slowed for the third month to 68.8% from May’s record-high 106.7%, while the 
rate for gasoline prices eased to 25.6% y/y, down from June’s 59.9% (fastest since March 
1980). Meanwhile, the rate for natural gas prices picked up a bit to 33.0%y/y after easing 
from 38.4% in June (highest since October 2005) to 30.5% in July; electricity costs 
accelerated 15.8% y/y—the highest since August 1981. Consumer durable goods inflation 
slowed for the sixth month, from 18.7% in February (highest since early 1940s) to a 16-
month low of 7.8% in August. The rate for new cars (10.9) eased for the fourth month from 
April’s near record high of 14.2%, while the rate for used cars & trucks ticked accelerated 
7.8% y/y after slowing sharply from 41.2% in February to 6.6% in July—the lowest since 
August 2020; it was at a record-high 45.2% during June 2021. The rate for apparel prices 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgzSNN84K-n7BFj3zW1tkxGl6nglGdW1Ky4cK5QMPDCW62bkSJ6c5Gj_N1MQQLMSwtXlW7sv4kk5Y87cSW4L74wm2VqrRVW1CQ0Yj5jkYd4VGfxRd75GCJhW5166JJ7Hh39nW5GHlTn7Zx0LLW6hnSvV6PjqZSW1SyX3P3sXCZ3W1MNZHD5tQL4qW2JkVKF3-rGrKW3tlRcb210RYvW3gHfND6-7rJpW7FFHXm10TVg6W1gK6KV7c0RLyVJjLjb908qj8W5GjFkJ3bGKTgW5Vt1Yr4CDC2z3dmm1
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was little changed again in August at 5.0%, slowing from its recent peak of 6.8% in March—
which was its fastest rate since the end of 1980. The rate for furniture & bedding (12.8) is 
down from February’s record high of 17.1%, though has been moving sideways the past 
couple of months, while the rate for major appliances slowed to 4.2%, the lowest since mid-
2020 and down from its recent peak of 12.4% in March. Consumer nondurable goods 
inflation slowed for the second month, to 12.0% y/y, after shooting up to 16.2% in June, 
which was more than double June 2021’s rate and the highest since the 1940s. Services 
inflation shot up to 6.8%—the highest since the early 1980s—rising steadily from January 
2021s 1.3%. Within services, owners’ equivalent and tenant-occupied yearly rates 
accelerated 6.3% and 6.7%, respectively, in August—up from recent lows of 2.0% and 
1.8%—with the former at a new record high and the latter the highest since April 1986. Over 
the three months through August, the owners' equivalent rate accelerated 8.2% (saar) and 
tenant rent 8.9%—far exceeding their yearly rates. Meanwhile, the yearly rate for lodging 
away from home picked up a bit to 4.0% y/y in August after plummeting from a record high 
of 25.1%, posted in both February and March, to 1.0% in July. Turning to medical care, the 
yearly rate for hospitals’ (4.0) services has been moving in a relatively flat trend, while the 
physicians’ (1.1) services rate is down sharply from last March’s 5.3% peak. Meanwhile, the 
yearly rate for airfares picked up to 33.4% y/y last month after easing from May’s cyclical 
peak of 37.8% to 27.8% in July. 
 
NFIB Small Business Optimism Index (link): “The small business economy is still 
recovering from the pandemic while inflation continues to be a serious problem for owners 
across the nation,” said Bill Dunkelberg, NFIB chief economist. “Owners are managing the 
rising costs of utilities, fuel, labor supplies, materials, rent, and inventory to protect earnings. 
The worker shortage is impacting small business productivity as owners raise compensation 
to attract better workers.” August’s Small Business Optimism Index (SBOI) rose 1.9 points 
to 91.8, building on July’s 0.4 point gain, after dropping 9.4 points the first half of the year to 
89.5. August’s level was its eighth successive month below the 48-average of 98.0. In 
August, seven of the 10 components of the SBOI improved, while only earnings trends (-
7ppts to -33%) and expected credit conditions (-1 to -8) deteriorated, with current job 
openings unchanged at 49%. The biggest positive contributions came from two 
components, expect the economy to improve (+10ppts to -42%) and sales expectations 
(+10 to -19), followed by capital outlay plans (+3 to 25) and plans to increase inventories 
(+3 to 4). The remaining components were all up a percentage point—plans to increase 
employment (21), current inventory (3), and now is a good time to expand (5). Inflation 
continued to be small business owners single biggest problem in August, though the 
percentage dropped 8ppts (to 29% from 37%) from July’s record high, while quality of labor 
was the second biggest concern for small businesses, with the percentage jumping to 26% 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVH7F33J3hkJN48qZTP8_l67W1n-N734PXgPTN2K0T333q8_QV1-WJV7CgQHqW3x_TH08s26flW2rNKFn3Yq933VC2gcq391DlgW3P9Thx62Bds5W2wJHJP8vMb7DW2ylGkk1C0WPVW3LgnZs8dnzcQW51yZv48MghkVN8MpH-7GVCt7W5dxBNR8HyrGHW5wt7dn47KY9NW8hkz6V8FZ7ZBV-s8Lj75c_wsW4sXM-c7QbWp1N2mHxp_5fZ_gW8-dp5V54Jc1lW4k8Wt4335qVtW9gqwz67KwVMcW641QPx8kt4fZN6B8Z3ZMx5T_N8N34PL1Xmc1N53pRx3PY9yj33y01
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from 21% in July. In August, 46% of firms reported increasing compensation, holding 
around its record high of 50% reported at the start of the year, while 26% are planning to 
raise compensation, easing slightly from December’s record high 32%.  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
  
Ed Yardeni, President & Chief Investment Strategist, 516-972-7683  
Debbie Johnson, Chief Economist, 480-664-1333  
Joe Abbott, Chief Quantitative Strategist, 732-497-5306  
Melissa Tagg, Director of Research Projects & Operations, 516-782-9967  
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    
 
Copyright (c) Yardeni Research, Inc. Please read complete copyright and hedge clause. 
 

 

mailto:requests@yardeni.com
http://www.yardeni.com/Copyright.pdf

