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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays of the 
Monday webinars are available here. 
  
Monetary Policy I: Blackout Period. The FOMC meets on Tuesday and Wednesday. On 
Wednesday at 2:00 pm, the committee will release its brief statement summarizing its 
monetary policy response to the latest developments in the economy. The committee will 
also release its quarterly update of the Summary of Economic Projections (SEP) detailing 
the “economic projections of Federal Reserve Board members and Federal Reserve Bank 
presidents, under their individual assumptions of projected appropriate monetary policy.” 
  
Melissa and I often have referred to the Federal Open Market Committee as the “Federal 
Open Mouth Committee.” Its members like to talk in public all too often, sharing their views 
about the economy and monetary policy. Fortunately, we get a break during the blackout 
period stretching from 10 days before to one day after FOMC meetings. The latest blackout 
period started September 10 and lasts through September 22. 
  
In fact, the Fed chair gets to break the FOMC’s silence with his/her press conference 
immediately after the committee’s eight meetings per year. Fed Chair Jerome Powell has 
been the most publicly loquacious of all the Fed chairs. Whereas Ben Bernanke in April 
2011 instituted the practice of holding press conferences following four of the eight FOMC 
meetings each year, Powell in 2019 increased the frequency to after every FOMC meeting. 
That’s too often, in our opinion. But it does provide Fed watchers, such as yours truly, more 

 

Check out the accompanying chart collection. 
  
Executive Summary: Fed Chair Powell seems to be channeling his 1970s predecessor Paul 
Volcker—who masterfully tamed high inflation amid a severe recession. Today, we assess how 
August’s CPI shocker may alter the FOMC’s economic projections and policy decisions. … We expect 
Wednesday’s FOMC meeting to bring a 100bps hike in the fed funds rate to 3.25%-3.50% and more 
hawkish projections of committee members, suggesting a terminal rate this tightening cycle of 4.25%-
4.50%. … For the economy, we expect the current rolling recession to continue without turning into an 
official recession because there is ample liquidity to avert a credit crunch. And: Dr. Ed reviews “Five 
Days at Memorial” (+ + +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgVdBW7PVy7n6MzmgzW3pW8DL6pBWDpW6r0w3D8wzSfNW2ghbTp974gXvVbVpbQ7hJCK9W2S2sQV19yWn8W5P85wx6QnllKW1nQ7Fh1V6HqBW8vJw6k5QrpTfW2_GRsD5W9nbpN4hrl2Lp6pL2W7f6HfN4Zsjl9W4Zl5X48YsK6jVLGb1X6CnxG7W6lqfyJ5ThMk_W8ZJtSh6W_GZ3N3RkQQmGC5YkW43klfS50pmH7W7wbBlR3SpyStN9hRKPzcGLpnW3JNcwW4W7q4MW2vjnzt6NlS7Z3kXR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy5G3q90JV1-WJV7CgVl6W38dj8j5Ky66QW2TV2YP1gB1PhN9c2x9hB1BqmW3JT86t8F-92nN2q0b35_QyMrW5ynnH31sMqy5VF5kxB8HghBPV5cSGy8LVQmrN3p8_Qm996xRW9fVKkf6_JDY4W3YpJrd99yvd_W7bdG-x7d5CtzN2mw2rJGHqKfW2wNFQn8KXGCFW1B3jpj3xYWrgW8X1M7D1qQ-8yN1pp48BXqHk2W4XgJ0z6gVBHCN56xQ0wr0HjjW5RSnQN5XlhmrV_Pzv11QtTQnW6Hlg-B8jH6V4W98r1M53FxKmhW1myH06567_XzV2-mQ-3dzNVYW6QYv-b6-h0_fW336cFB4r9n_nW8b2FXM1r7F2B3kqg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy5G3q90JV1-WJV7CgVl6W38dj8j5Ky66QW2TV2YP1gB1PhN9c2x9hB1BqmW3JT86t8F-92nN2q0b35_QyMrW5ynnH31sMqy5VF5kxB8HghBPV5cSGy8LVQmrN3p8_Qm996xRW9fVKkf6_JDY4W3YpJrd99yvd_W7bdG-x7d5CtzN2mw2rJGHqKfW2wNFQn8KXGCFW1B3jpj3xYWrgW8X1M7D1qQ-8yN1pp48BXqHk2W4XgJ0z6gVBHCN56xQ0wr0HjjW5RSnQN5XlhmrV_Pzv11QtTQnW6Hlg-B8jH6V4W98r1M53FxKmhW1myH06567_XzV2-mQ-3dzNVYW6QYv-b6-h0_fW336cFB4r9n_nW8b2FXM1r7F2B3kqg1
https://www.yardeni.com/pub/cc_20220919.pdf
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to watch and comment on—such as the following observations: 
  
(1) Leaks. Following the release of May’s CPI shocker on Friday, June 10, we concluded 
that the FOMC was more likely to raise the federal funds rate by 75bps than by 50bps on 
June 15. Our expectation was confirmed on Monday, June 13, by a WSJ article by Nick 
Timiraos titled “Fed Likely to Consider 0.75-Percentage-Point Rate Rise This Week.” Nick is 
the Journal’s ace Fed watcher. In the past, Fed chairs have often provided the financial 
markets with a heads-up by leaking their latest views to the WSJ—so there are ways 
around the blackout period. Sure enough, the federal funds rate was raised by 75bps on 
June 15 and again by 75bps at the July 27 FOMC meeting to a range of 2.25%-2.50%. 
  
(2) Projections. August’s higher-than-expected core CPI inflation rate was released on 
September 13, i.e., during the latest blackout period. Fed officials are probably beside 
themselves trying to refrain from commenting on this development, but they’ll have to hold 
their tongues until Friday, September 23. However, Wednesday’s SEP is likely to show that 
the FOMC’s median projections for the federal funds rate in 2022, 2023, and 2024 have 
been raised since June’s SEP. It is widely expected that the FOMC will vote to hike the 
federal funds rate by 75bps on Wednesday. We are expecting a 100bps hike to 3.25%-
3.50%. 
  
We keep track of the changes in the SEP in our FOMC Economic Projections. June’s SEP 
showed a median of 3.4% for this year, which is likely to be raised. So is June’s 3.8% for 
next year, most likely to 4.2%. 
  
The question is whether a more hawkish SEP outlook for the federal funds rate will change 
the committee’s outlook for the economy and inflation. The median projected change for 
real GDP was cut significantly in June to 1.7% during 2022 from 2.8% in March, and to 
1.7% during 2023 from 2.2% in March. We doubt that committee members will lower their 
relatively low projections during June any further. On the other hand, we won’t be surprised 
if they raise their consensus estimate of the headline PCED inflation rate for 2022 from 
4.3% closer to 5.0%, as inflation continues to be more persistent and higher than they 
expected. Nevertheless, the committee might stick with next year’s median projection of 
2.7% for the headline PCED to signal that they will do whatever it takes to lower inflation. 
  
(3) Guidance. At his July 27 press conference, Powell made clear that he would no longer 
provide forward guidance about monetary policy. Then he proceeded to provide some of it 
by saying that if the financial markets wanted guidance, it was right there in the FOMC’s 
June SEP. He elaborated as follows: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy495nKvpV3Zsc37CgH7tW31n1md2PSx8LVVDsPG53Lh1bVT1k7g1pMk7CVwxv6t6t2V0HW30PdX67fwmHyW65kXRm6gr10GN8xnxp_Hd4W9W7T31wQ23_DXcV5pCZC58bB9BW2-pxVW7Yl_WrN3CySxdk4C62W7V-_hz93Pr3DW6LrCy-10lTtyN1pvfVLjqrz6W4gfd9c3-txVzW8KfvXW5jmT11W1bspQ61Th8qYW7YYsK83N7nCnN3xRpwTLwglLW3nygP25STqzyN2T38NrXS5ygVQps9V3vVl_dW3PLXJs19LG-CW4nmLVC2ZQbk-W82sxC21dG4btW12ZLY22sZkg3W3MyY2v18dP-pW2Nxk-l2RTtJyW4WJX3v3tkf8qW8-X_jX55qdPhN8tsf41jmFXNW4fBcjz90lzyPW8pNfdW7w5m14W3GKHn891wc6k36R21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy533q905V1-WJV7CgBrqW4TrKyf75b2zpW4tM-xZ72J3W8W2GLyrB4RsqK4W1pb-Jp5jkf1dW4xYmd88gtGx8N6cLFtHjH2wLW4BP52f5TS3sYVgQSwJ2kyCCSW98XTXV98ft9CW4clJkB5bV8LlW1DyNj12Zv24QW2RB3Lp373P9sMl5-j8MJC5fW3s7NS8541GfzW3G3Ntz2s5lp0W2jX3Y35RW0znW2RKjWn2bsqJkW5Pj3_L8V817VN3dJnZ3SfQzhVxLrSn8CH_mpW7JbL993x7v4qW14DMNY4WSQ36W5D4kdL10Rj6GW55GQ9c7zG4Cn3hkx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy5m3q90pV1-WJV7CgTHjW1mY8H64bpK4yW8mrjPq3kXvbkV_g9GS7gyxS1N3NZX9bSytGFW6HQ-jG95KcH8W8DvhNn5LGGZMW66ddNh85-XZKW38ZZLJ8zYMbwW6-DrsR8Dfm4WW1BLPKr6_kZNZW305Wk412yB6XW9dP2b71c__03W5r7GzL3p976nW5wgQYM3pkMmJW9977Pb8v1DQWW1h7H9N1VPTV9W5Lr3pW5P7QSvW22v2D76HcWnyW58bz_r3FLSl3W4Wf35-2YwLr7W8tWDQh7RL4v9W939TGN8H4B-mW2vVqyb4w-fZQW79F0r18-RMnhN5_x6JDPb2ZtL85Kgkz15438yx1
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“I think the Committee broadly feels that we need to get policy to at least … a moderately 
restrictive level. And maybe the best data point for that would be what we wrote down in our 
SEP at the … June meeting. So I think the median [federal funds rate] for the end of this 
year … would’ve been between 3¼ and 3½ [percent]. And then, people wrote down 50 
basis points higher than that for 2023. So … even though that’s now six weeks old … that’s 
the most recent reading. Of course, we’ll update that reading at the … September meeting 
in eight weeks. So that’s how we’re thinking about it.” 
  
(4) Channeling Volcker. In his short but effective speech at Jackson Hole on August 26, 
Powell recalled that “the successful Volcker disinflation in the early 1980s followed multiple 
failed attempts to lower inflation over the previous 15 years. A lengthy period of very 
restrictive monetary policy was ultimately needed to stem the high inflation and start the 
process of getting inflation down to the low and stable levels that were the norm until the 
spring of last year. Our aim is to avoid that outcome by acting with resolve now.” 
  
Powell channeled his inner Volcker by saying: “As former Chairman Paul Volcker put it at 
the height of the Great Inflation in 1979, ‘Inflation feeds in part on itself, so part of the job of 
returning to a more stable and more productive economy must be to break the grip of 
inflationary expectations.’” 
  
That wasn’t the first time that Powell has invoked the wisdom of Volcker. On April 21, in pre-
recorded remarks at a special briefing of the Volcker Alliance and Penn Institute for Urban 
Research, Powell called former Fed boss Paul Volcker, who battled high inflation in the 
1970s and 1980s, “the greatest economic public servant” of the era. Volcker raised interest 
rates to a record 20% in the 1980s in response to the nation’s double-digit inflation. Volcker 
had known that to save the economy, he needed to stay that controversial course and 
couldn’t be swayed by political opinion. Back then, we wrote: “Powell’s Volcker Moment 
may have arrived.” 
  
Monetary Policy II: Terminal Federal Funds Rate. So where is the Fed going? And what 
are the implications for interest rates? As noted above, the FOMC will update its median 
projections for the federal funds rate in September’s SEP, which will be released on 
Wednesday. Powell’s guidance is that we should use that as the Fed’s guidance for the 
federal funds rate. We expect it will suggest that the terminal federal funds rate during the 
current monetary tightening cycle will be 4.25%-4.50%. 
  
We can also turn to the financial markets for guidance on the direction of the federal funds 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy5m3q90pV1-WJV7CgST0V20ZKw3wB5p2W1MZLdM2dK6hqW24xF001kdR55W5zhq0_8qZtjcW3nP-Qt2-K3PZW7L7x2Q1HPy3sN1hX0bT4hhTdW27FBlR1pdM2KW1GgHdg2qzxFwW8SPjjP2wLcy7N3NZgYQQlgpkW4_GdvX2R3Qg8W9hrg5H7bchfGW7v4jDJ5JC4XKW1h33XS17n3gqW25-KCb6_tN1bV1t-gD8GXKzYW34Df4C1YRfxCW2Zc_7j2WlBZwW1s79bd3yljYpVjrVYg5F7VxzW4W3Smq1wkZnBW4xSK6R5ddBmpW3JrKHZ3MFX33Vcd43r3SJwJbVFh2sp1_zNg034Kg1
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rate. Consider the following: 
  
(1) New range. The federal funds target range is currently 2.25%-2.50%. If the Fed hikes by 
100bps, as we expect, the range will be 3.25%-3.50%, implying that the terminal rate would 
require the Fed to raise the federal funds rate by another 100bps to 4.25%-4.50%, either in 
one shot or incrementally. That scenario is likely to be the one shown by the forthcoming 
SEP (Fig. 1). 
  
(2) Futures. Weekly data based on the average of daily federal funds rate futures currently 
show that the 3-month, 6-month, and 12-month futures rates were 3.75%, 4.33%, and 
4.26% (Fig. 2). That’s certainly consistent with the SEP’s likely scenario. 
  
(3) Two-year yield. Our favorite market indicator of the outlook for the federal funds rate is 
simply the two-year Treasury note yield. It tends to be a very good leading indicator for the 
federal funds rate when it is rising and a coincident indicator of the federal funds rate when 
it is falling (Fig. 3 and Fig. 4). On Friday, this yield was 3.85%, little changed from 
Thursday’s 3.87%—which was the highest since October 31, 2007—and up 364bps from a 
year ago. That’s among the most aggressive hikes in the two-year yield since Volcker was 
the Fed chair. 
  
(4) Yield curve. The yield-curve spread between the 10-year and two-year US Treasury 
securities has narrowed since the start of this year and turned negative over the past 11 
weeks (Fig. 5). It has done so as the former rose faster than the latter. That implies that 
fixed-income investors are betting that the Fed’s monetary tightening cycle is likely to end 
sooner rather than later because interest rates have been raised to levels that are likely to 
trigger a financial crisis, which could quickly morph into an economy-wide credit crunch and 
recession (Fig. 6). 
  
(5) High-yield corporate yield. Notwithstanding the warning signal emitted by the yield-curve 
spread, there’s no recession signal coming out of the high-yield bond market. The yield 
spread between the high-yield corporate composite and the 10-year US Treasury has 
widened from 279bps at the start of this year to 519bps on September 16 (Fig. 7). But that’s 
a relatively modest widening compared with the widenings that occurred during the previous 
two recessions. By the way, this spread is highly correlated with the S&P 500’s VIX, which 
also has remained remarkably subdued so far this year (Fig. 8). 
  
Be warned: The yield spread between the high-yield corporate composite and the 10-year 
Treasury tends to be a coincident indicator of the business cycle, unlike the Treasury yield 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgRgLW3JnQN16TNY98W1l74HZ64ZXG3W3_1Dnv8ZnjfBW1qltTf3rVvRPW37LCsr4S541LW62jC9s6twSCqW95RSBc5SbTNVW4DwPsf3cvw8sW1fd1_C3-N8VQW876c-S3Tv11cW50CWtr4yyv4cW14RCCY4d2yH1W7k0b_X1f9yZsW8VmbhG7GPJkjN3LWs9z6h2t_W3qfLXP1YcdFdW33hbSD8tZlnQW1gnflY6Pfb4pW95qlxq6WMDjDW9lFFkv95LX6XW2dVz-N13gf9KW7NKs-M7wwRPj34X21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgSZpW34gG-13h5lDbW1xFSK52pK3hZW1HhshB8z0vs9VfYRQ_1TxWnhW6rj9QY7XPnNwW420psL6N0qSxW5dXPTW3KpyvwVBv4XB1TZwhVW6PlF1Y5qV-VpW41jgfc3vS6R-W5kFbm662HBrlW55Qkyd6rqJ_JW7DmRzy90xjh-W4WDx-k1Hwsp4W4zL8PD58PGYBW28lxKG95hN58W9bGwwq7NkV10N2t-GbGc05qgW7M8MHg1jnGcZW9hdpP762HpcGN3vLj5bv0f-2W9kW7Cl6fGDdj3n9r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgWCPW5kfG1V2Y1Dd3W4Bvqht7QqHfWW5-LCd97y-Qr8N5XyMg0RTv_8W6NY2qW6nRnq1W1fhFh95HqRmDN6PB9lvh_8WQW2xNy_54Mwvf1W76qKT64mLDC6W6kc-GP26Tp7_W4wz9Wz1D56sjW3pz5S_19QDrYW4YwwC07wC5KgW5dbS1J1NG8c0Vj9pbm1G98jNW30lSxN5tgPN_W5cSyZp43vqcQN5K0RctwQKNwW2ymys536G6LdW7fDYqT5t0V2RW4V32M99dPKJBW1cygKl5KWkTs3dWF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgGH3W4675bf8V1jThW2HdxX743t5DnN47JcznWr1TqW4wSqn04VZrs4W5dzR0W46crt0W7x370X8XBtGvF5y8m_RlQ-mW3bmTh04P42fmW1bVtYp2JxHKxW6kNfhW79fJ84W3Frncz8z5Z4RW1l4Bnf3G6XkWW8XyNXS85gPWFW7BgZ457cl1nJVzWtsj58z22qW395HSt3nN5ktW67Kx2p5nbZ7KW5C4trX4Y3_QCW2WNFmH2Xyz3MW2SQdbg5PFrYvW33lpQF2Bdn1nW5RGRzV1VQJqG3kBq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgVZsW59jBPr6dk3G7VnvJCH5tcQL2W2zjgVL3TtRKRW2V1W4G7p_TjzVw0sJ05qylS1W6dTf6_2-z4bXW3k6n1T6Fqc3mW2zPkyt1TkH5JW5mtWlD74nPP5W76PGQj8f1QJ6W92hvVZ6j8d1cW5Nmp0R3fxMG2W1Fy38D90mkt6W5ZtwrQ5_tcVKW4Hsn7R3spxVYW7hQLpB58VWP7VXCHYr44dLkvW7r3Bfj8MYrH_W7V919y6vJq_vW2rYBWN1BMSpNW1h13zp5p7lk_W1w_7yh1BhjyT38bR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgG6NW7CjgN32f3kPJW50wTYX2K0Q26Vn3Nw52r1d4RW2wK2ZJ2Z8PHLVlS_hV48jvFCW45YVM46v7lGnN4WH0fCHd9vYW7B9K9f1SHGy-W8G2bM94VwZ3gW16LGq62_F6QVW3W4Z9M7tRJP5W3xpfyf4RxRS9W2SmhWH4t672RW437_664MjPGPVwWCwz4LmKNcW49H55b1h5rZrMhDyPsbY08zVQRg102MgQPbW2Zc1JT1sjCRNW8SMvDc8XyH14W6PqqZL66fFJTW7t9HfL6TLNZw36Nc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgXT6W5S-7c85gSz89W7ygT-B2Tjm4PW6gFnsP1mLQNYW102zH46Dx3BWW5QLGGN8nWm7HW6cbB_Z8TbTw4W63K36j9bn600W96Sxws5DXSDGW688W684swTv_W11bqqS50KyWfW7cmrqp1rwTc4W3HBKsB1sD9WtW27b_Pv2PwTw2N27N6P_l2k-VW6qR8p12JpWrtN8NR7_D7JW2hW4f3ldp2hmzpzW8PMTQP5PFc_pW27S_3v8Gb3l4W2Spcwn4dM79KW3FlQpc92nNm1W93-Ypj5J3fLY3pV21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgJ59N7ywZYTfqG90Vv_rhJ5yP6jVW1xcm5q5Sc_XDVWx6Bx2jhGTRW1kD-Nh7N8yVXW8GFvp03VTTT6W8kNChP1fKDwKW6KwTM27WNcn0W9d0jdy3gzFQ5W5w9-8d35KNQTW5PYtwJ1tWgTvW5LcBrY1_3vcCN64l_jc9m-tcW6B5Mp-1fltf6W73fHgV3klyM6W25Hql16gb5G6W7X2v986tB5mgW4pTL-74ZXwftW41B9NG6hqWfBW9l5xM847xfSPN2gy7Hv-7xVKW93z9XF2R77pM37vX1
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curve spread, which tends to be a coincident indicator. By the time the former signals a 
recession, we’re usually in the thick of it. 
  
(6) Mortgage rates. There is a distress signal emanating from the mortgage market. At the 
end of last week, the 30-year mortgage rate rose to 6.36%, the highest since November 
2008, up 304bps since the start of this year (Fig. 9). Over that period, the 10-year Treasury 
yield rose 182bps, and the spread between the mortgage rate and the Treasury yield 
widened by 122bps to 291bps (Fig. 10). The rolling recession is already rolling through (and 
roiling) the housing market. 
  
US Economy: Plenty Of Liquidity. As noted above, the yield-curve spread is signaling that 
a credit crisis is becoming more likely as the Fed continues to tighten. In the past, such 
crises quickly turned into economy-wide credit crunches and recessions. That’s not our 
forecast. This time is different because the financial system in general and the banking 
system in particular are in much better shape than during previous tightening cycles. So we 
expect that the current rolling recession will continue through the end of this year without 
turning into an official recession. Consider the following: 
  
(1) Lots of excess saving. Consumers saved a lot during the pandemic. That has allowed 
them to dip into those savings and to reduce their current rate of saving to boost their 
purchasing power. Over the past 24 months through July, they saved $1.9 trillion, or roughly 
twice as much as they saved on a comparable basis before the pandemic (Fig. 11). During 
July, the personal saving rate held at 5.0%, the lowest since August 2009. 
  
(2) Corporate debt refinanced. Over the past 24 months through July, nonfinancial 
corporations raised $1.8 trillion (gross) in the corporate bond market (Fig. 12). Over the past 
eight quarters through Q2-2022, their net borrowing in the corporate bond market was $131 
billion (Fig. 13). So they refinanced $1.7 trillion of their bond debt at or near record low 
interest rates! 
  
(3) Better capitalized financials. During August, commercial banks in the US had a near 
record $2.2 trillion in capital, measured as assets minus liabilities, according to data 
provided by the Federal Reserve Board (Fig. 14). The ratio of this capital proxy to banks’ 
loans and leases was 18.7% during August, up from 11.3% during November 2008 (Fig. 
15). Banks are much better capitalized now than they were during the Great Financial Crisis 
(GFC). 
  
(The Fed warns: “This balancing item is not intended as a measure of equity capital for use 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgBwcW6x9Y2b1DR0qcW2m4X473wQGFxW4zN2hD2tR268W51DLj-6XB6bTN4gfhK9KYXbwW4VtC7j4WqvXXW1K5tK_423rdrN3Hz_zjLHxPkW5CjQwh2PmFYTW8cmtLj6wK7WsW8K-7YV4wq-VSVhbQMK7K4J0JW4Ktfd45czKy7W6pPw3C4LxY-xN85pFM0bY9TfW1dz7q54MmR2wW1fbJPN8wynCTVQGyl_8WPKm-N6cr86358g3ZW8CZGNH7L7shRW53ygGW5qVMC8N6gTsf9H1qpn3gVV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgDZVW5-Rqcb6JqbmWW7Hd12d2NWSrTW8QcVKh8shr9bW4DdZFp1hJcbyW6Hh0Rs4c3TQLW22Q0kv2z3LcGW2QTXVF43s09jW84D6Xv4Xlns7VsvYC58Lgz0BW83ZYhZ2dv_8GW8-0S778rn3ctW5HfF8v1fQJKzW67kBqV7jpjQ1W6NQJ0M4C3zzFW3t2L_t2Yrd5YW7rBWFs5Vccw4W2dRgbD1B0JzvW6l0fTg5s7JLRVHVNMS7NFqRbW3m2f7S7TCvjDW71cnPn4v6h34W4wFTZM2DLk4v3lV-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgSM9W2xS4K667dCCqW752Yqy57lW7fW1BWYph90k5WsW2939gT8ccxhyW2yMfwz48DtsqW76PmHS7b9wClW7H32T69jxZ3tW3908d57H6mv8VBcvV_74Yx52W8-XyDD4nhVR8N93rXGlDL9N6W7g_BkX2M7nCTW6vnk3Q63SXrGW62V_hV1L3CRhN5r2mKsNbZkNW989q3v409j77W7HVxl_1kzWKgW8rb72v8HNLwXW2qL2_F7_gMklW49Xp7z25_tkrN75QRqd8FyCgW4zsRrf7-l4nB2671
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgMxKVJyMgY6KLHC8W5mlKTy99b7zTW6g6SWG3H_h8YVgjBpG4fdb6GW23lPxz5bry7VW33nKtP7tnL8vW1NjDlJ2-KqHrV4CNSJ18T4zTW5p1bQL58d6WdW84Cd1T717rPRN7HQcm-vF9Q0W1dRx6841M5jlW9lJ_kX7bdWp0W2Znc5n2VcKk2W87rTNj32YCY9W5GYrNF3tmQ_RN3RMJxLJ392-W1_FBh_5wW3DWW49t8kk5ghyQSW4nL7Jq8yGx4PW5rqWpB1LZl1zW4D7ylW8Cy2fk3kmt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgJ85N1B7gKMGDMvYW27XYQG7gkQxpW42KJhR7vpR3TW34Zvvp2b7zynW2vMCh02x1X_XW8mQ9Y245XZWCW4byChM2XbNBBW1gFmx96MdLqqW6N1ZXN1Z2lClW33R55m8MNTTZW4T4Z3B5CKcmyW10XhkR5hgP6BW3Q0c5_3JxgNdW5MCFq41r0169W2S2CTW855TpWVtqPLV293TZ2W41h1LS72mbygW1DQZ9f7NZBngW8_L0_m5tlX8RW25Vb716M087qW6PtnHF5_mDFHW5rGCNX3hSC4Q32Z11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgPS6N4KhwkZd6jRwW8kVtTV75Xr_7N5m6-GZj46vdW594MSQ6_hhSkW5CF6Hr4jgWWzW8l0lYW4YMzfvW8bQkm48J1KtZN2_qws6RYYPhW2g8pyY29Q26SW6rxSXl4jPqqMN97339B9gXHHMm00zC1W36MW1Ff4qN7wG1_5W2gbhM86Gg08sW8zPNQ193PH-QW4rRVQX1NK4ywW4lD7wN4T8-KXW2ldV105BHzfPW1kLzc05w4DS8V7GGZr3__7NgW3hYcBs3RlpXkW4d2_bQ5s82w7389W1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7Cg-crW3ZJbcH2NnmKSW3QMTTb2YyJ55W5tjjMB3Fl11FN43C2dfFzk-CVf82-J1x1fzFW1x4g6x7smJJFW6gYl2R76YXvlW84MXcZ1j7hd8W6V51Q63_LqqVW7RDBFw4ZNL0bW1BtKkg42ZTJHW4B0VY56nxM3DVM4S4S9jf6HtW7LryPZ2DvMMcW6Cs03k5VGvxwW6cdWQW5FTwjMW3lVnkb56PbCzW7ffLTN3qDMnGW8R9hKK2CWZmGW2zRqKY6G0r8vW8kjNvs6RH5jSW5r7S8f3k31343drZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7Cg-crW3ZJbcH2NnmKSW3QMTTb2YyJ55W5tjjMB3Fl11FN43C2dfFzk-CVf82-J1x1fzFW1x4g6x7smJJFW6gYl2R76YXvlW84MXcZ1j7hd8W6V51Q63_LqqVW7RDBFw4ZNL0bW1BtKkg42ZTJHW4B0VY56nxM3DVM4S4S9jf6HtW7LryPZ2DvMMcW6Cs03k5VGvxwW6cdWQW5FTwjMW3lVnkb56PbCzW7ffLTN3qDMnGW8R9hKK2CWZmGW2zRqKY6G0r8vW8kjNvs6RH5jSW5r7S8f3k31343drZ1
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in capital adequacy analysis.”) 
  
Soaring loan losses caused the earnings of the S&P 500 Financials sector to crater during 
the Great Financial Crisis (Fig. 16). That forced them to slash their lending activities. That’s 
not likely to happen this time. Indeed, loans and leases at the banks rose $1,156 billion y/y 
to a record high $11.6 trillion during the September 7 week. 
  
(4) Less leveraged real estate. The Fed’s quarterly Financial Accounts of the United States 
shows that during Q2-2022, household real estate was valued at a record $41.2 trillion with 
owners’ equity at a record $29.0 trillion and home mortgages at a record $12.2 trillion (Fig. 
17). Owners’ equity accounted for 70.5% of the value of homes, the highest since Q4-1984, 
while mortgages accounted for 29.5% of home values, the lowest since Q4-1984 (Fig. 18). 
  
We conclude that falling home prices certainly will reduce the net worth of households. But 
they aren’t likely to trigger the credit calamity that occurred during the GFC. 
  
(5) Huge capital inflows. Last (for now) but not least, money from overseas is pouring into 
the US capital markets, which foreign investors regard as a haven in a world that’s 
increasingly unsafe for them. Their mantra is “TINAC: There is no alternative country!” 
  
The US Treasury International Capital System (TICS) reported on Friday that private net 
capital inflows totaled $1.5 trillion over the past 12 months through July, near recent record 
inflows (Fig. 19). Over this same period, foreigners’ net purchases of US bonds totaled 
$880.4 billion, while their net equity purchases were -$248.2 billion. The bond purchases 
included $634.5 billion in US Treasuries, $121.0 billion in agency bonds, and $125.0 in 
corporate bonds. (See our Treasury International Capital System.) 
  
Movie. “Five Days at Memorial” (+ + +) (link) is a remarkable TV miniseries docudrama 
about the struggle of doctors, nurses, and staff at Memorial Hospital in New Orleans to care 
for their patients during Hurricane Katrina, when the facility was without power for five days 
with very little food or water in oppressive heat. It quickly turns into a life-and-death dilemma 
for several of the patients, especially once everyone is ordered to evacuate the hospital with 
several patients not able to do so. The situation raises lots of ethical questions that aren’t 
easy to answer during such an emergency, especially when the government fails to do its 
number-one job of protecting its citizens. The cast is superb, and the story is all the more 
incredible because it’s true. 

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgNB7W5vslgf396K-3W93TPDw7bHm_vW5rSTZK2j2C10W7jqwq15KQqp7W44y4fl64XNlkW7WptdG98_4DbW52sb9h28l_dRV_fCz140c2grW5L2J_c9j73y-W7j3xj38G7QBSW18dh8K27shjVVN0LKS66KnXNN5GfhY--t2kWW77fcYR4PyHWGW8Q_X3_2ZV5dYW5Q_tJS1twCHLW5vhxT82_D7vNW3ZrM_H39Jz9GN3tSs6Q-D7DcW3c0JTt1qCvWZW7LSC7Q25nHqwW9hjqMW8VT1kD3g591
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgGKDVGt0z78ZWnqVW36HWkc51R_BsW2NYWcr9j8M-xW5G_C0w6RYt4WVK3pRR1zcXDPW8Mg8VV8LjHcdW2XdSfn4Zy7sKMVcJbjPjjJgVgB9x41l6ymYW8M70yd2_frjVW88Lcqb7Yqp4tW6_WCHW1HxrhkW4YcTZs3nQ8--W8HvmWl84lTgFW6Ft15M4n3x5XW4CPvLd7L2_0WN23p_pK8mGSGW5vBjH82cbQggW3q6kT94mrDcYW1wRJHC2KrH-dW6r3kYs2LRWxnW8m7Kd085F3S034SM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgQpfW88fhZN7HwZgmW47S78P162PrnW15YPSf5vGgMgW3r6Kyc7_zFbjW6C-0FZ8Bn1JNW5zrLWk6JZXNBW71Qp1M3p2wMqW5Q6Q-23ZfjlpW3bcQnb6w9M9FW1Jvwxl8X3-H6W1ZxrKl8l_C1-N8H8phB76CSYW3JLdzN4QRKNbW2T7Xb-48-ncjW1mMsQF6M_kdbW2TslRF1G-q8-W6H70bK54FxsSW1ZQCDg7Sqk1ZW5ZxLfW5YcqnrW78VDGv88gh6-V4j-mk7DtJkBW4M7kwh3lNM8R2681
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgQpfW88fhZN7HwZgmW47S78P162PrnW15YPSf5vGgMgW3r6Kyc7_zFbjW6C-0FZ8Bn1JNW5zrLWk6JZXNBW71Qp1M3p2wMqW5Q6Q-23ZfjlpW3bcQnb6w9M9FW1Jvwxl8X3-H6W1ZxrKl8l_C1-N8H8phB76CSYW3JLdzN4QRKNbW2T7Xb-48-ncjW1mMsQF6M_kdbW2TslRF1G-q8-W6H70bK54FxsSW1ZQCDg7Sqk1ZW5ZxLfW5YcqnrW78VDGv88gh6-V4j-mk7DtJkBW4M7kwh3lNM8R2681
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgZ6gW7-x1Zg5xV11ZW11WXs06Ppck0W8RxwXv75fzvHW4LCh258cMd0_W8sZ4BM7rS60rW75YMnH2lfNNLVqJwbD5Fm9Q_W5RLXv66vFk1JW1MvvpQ6LnWnxW5V5sMq8-lS5CW2KT1Nd8V29skW3nxMFH8HWNvFVN0pfF6H-6yHN2k1GcfS0n6MW2-VgL28rJFr9W3GhM717g0TCnW34NFtd9lKf5TN5zdHrwH_hkqW5hbTD97vnCndW1l9_7Y8HkNVBW8ClHzW3q7nfhW2gFTYF5xhZ1Y3czZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgKLhW65JXS67M445BW7BRm0D8dVV1LW4h7h2k13qYN5W7Y4f7Y89CxGxW6RbgCB2sDJ7ZW6cC8vy1wx4tWMZnyBlwv636W3NPWTL8kVmj7V8lpMB4ZZ9D7N2bk3VdD4tD6W36lkNK8fThtZW6Z_HTl4kwgKfVvTnm97dJFV6W47pHM-3s9SddW8RYnGv6Nb3L2W47tjk24lyCxnW5T-fRW4X_nrqW1bmvWJ4sfNFTW1D741X4XYwj7N11P2vFbSZlYW6F44_H70ZkMFN5cYzG1nsK8g3dCF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7Cg-dXN7cX4l59sfdXW2RB8NB62571HW6rDZP24GV3VfW92dKMc80qGZ0N4FWWpB-42YDW4ZkrMP3X21fxW16v1p31thd3TVt-dpL6tlJQPW1QJKx57Tn25LW5pVqql7VBklgW23gz2G3yQzMVW2qs-dH7RKRGyW1fxfPW7CSk6DW30qDNw3VhNGBW1MlX1c1JvXxfW786YGc5z_3XrVQVNfx5tYvhwW2qkmQv4Bb8Z7W9gFTMf3V8Q4DN6HGHwzrk4zPN69LMYBc63-NW1B779W23tbbn38Dm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgLrBW143Ks87CckCJV4crt74mb2VbV_8Y-h3pjqgnW1f8pjQ6Y3cWWN7VQgpQ1PzK7W7YnxSK3qq_s_W6nL3Rm6sz3fRVjW95p7p47RBW1HsfXZ1HvZRKW981nL06w8glKW2CvmyD7Jtm4hN3YVtm46XdN6V_Cz3q3Xt96nW6V2bQZ1-jVBLW4ktGsp5ThG1vVbq2Rh2vmc2KVcFBM521fkqcW3d5JVq3wzGfBW29ySRM1y5NGLN6qY0B57QRPWW70zNP1850xv6W1KmvZb5Wdhxf3jms1
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Calendars 
  
US: Mon: NAHB Housing Market Index 47. Tues: Housing Starts & Building Permits 
1.445mu/1.610mu; API Weekly Crude Oil Stocks. (Bloomberg estimates) 
  
Global: Mon: Japan Core CPI 2.7%; China FDI; RBA Meeting Minutes; Fernandez-Bollo; 
De Guindos; Enria; Buch; Balz. Tues: Eurozone Current Account €5.3b; Germany PPI 
1.5%m/m/37.5%y/y; Canada CPI -0.1%m/m/7.3%y/y; Lagarde; McCaul; Beaudry; Bullock. 
(Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 4.8% last week as the 
index dropped back into a bear market again, finishing the week at 20.1% below its record 
high on December 27. The US MSCI ranked 43rd of the 48 global stock markets that we 
follow in a week when just five countries rose in US dollar terms. The AC World ex-US 
index fell 2.8% for the week, descending deeper into a bear market at 26.0% below its June 
15, 2021 record high. Nearly all regions fell last week. EMEA gained 0.7%, followed by EM 
Eastern Europe (-2.0%), EMU (-2.5), and EAFE (-2.7). EM Latin America (-4.0) was the 
worst performing region last week, followed by BIC (-3.8) and EM Asia (-2.8). The Czech 
Republic was the best-performing country last week with a gain of 2.5%, followed by Sri 
Lanka (1.8), Morocco (0.6), Italy (0.3), and Jordan (0.1). Among the 20 countries that 
underperformed the AC World ex-US MSCI last week, the 7.2% decline for Chile was the 
biggest, followed by Denmark (-6.5), Turkey (-6.1), and South Africa (-5.8). The US MSCI’s 
ytd ranking dropped four places to 25/49. After lagging for much of year through July, the 
US MSCI’s ytd decline of 19.7% remains less than the AC World ex-US’s 22.7% drop. EM 
Latin America is now down 0.3% ytd and is the only region outperforming the AC World ex-
US. The laggards: EM Eastern Europe (-85.9), EMEA (-34.1), EMU (-29.0), BIC (-24.5), EM 
Asia (-24.1), and EAFE (-23.4). The best country performers so far in 2022: Turkey (24.8), 
Chile (23.6), Jordan (18.3), Argentina (7.9), Indonesia (6.9), and Brazil (3.5). Apart from 
Russia, in which investors have lost 100.0% of their investment this year, here are the 
worst-performing countries ytd: Sri Lanka (-60.0), Poland (-45.2), Hungary (-44.7), Pakistan 
(-41.3), and Austria (-39.5). 
  
S&P 1500/500/400/600 Performance (link): All three of these indexes moved lower for the 
fourth time in five weeks. LargeCap fell 4.8%, worse than the declines for MidCap (-4.7%) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgYr2N5szt5hlv3WGVBr9tG2QSwyRW7t7GCR11DCYnW3mB2-F3fg8-rW7n-5dg7MvpZlW20z7G_1Wh9PrW3BkpZv2yV_k1W6WgyBT7N-1WYW6YC9gX1k8HmnW958NhZ6ZcMCvMRcXfBjWq18W33KwVy1QC6xjW99sBY-4Jt8KSW30pY_Z56GfwYW1NWbdL8C-qJyW1MVf6W2z2mNNW6GF2Mh3Kv7Q4W3ldbPY1VBhDCW4_Fpn48C04z7W4ypM4P113xv0W7nC82n3zyrVYW6CBn6-5xHVPS3pM81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgNF6W64Gq1D5Y6pFHVXH2hd2-13rrW7-Mk3w2bRqgMW5Z6_tS2B-C6SVYgN-81lLdyqN4yqMxyt4b8qW3WxVXp3frnTlW2YXGt27dDp80N3PCp2T32WnDVFSm713ZGp-ZW7ppTZj3CzTnHW5VjZL83LD7l2W7f6PNv8dKV54W81B-h18dQd7HW8rlQPs3t1y3fW7lzpCK1ryFT-W3TrHZ57BCfZDW1N0kg76yhj8HV9GywG4b8jdkW8q48hc7w5vpdW6JST0k5Ky9F5W8Bqv2B7cjbTp2R_1
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and SmallCap (-4.1). LargeCap and MidCap fell deeper into a correction, but SmallCap 
dropped back into a bear market. LargeCap finished the week at 19.2% below its record 
high on January 3. MidCap is 18.2% below its record high on November 16, while SmallCap 
is 21.9% below its November 8 record high. All 33 sectors moved lower for the week 
compared to all 33 rising a week earlier. SmallCap Utilities was the best performer, albeit 
with a decline of 0.5%, followed by SmallCap Financials (-1.5), MidCap Financials (-1.9), 
LargeCap Health Care (-2.4), and LargeCap Energy (-2.6). MidCap Materials (-10.4) was 
the biggest underperformer last week, followed by SmallCap Materials (-7.0), LargeCap 
Materials (-6.7), LargeCap Real Estate (-6.5), and LargeCap Communication Services (-
6.4). In terms of 2022’s ytd performance, LargeCap’s 18.7% decline continues to trail 
MidCap’s (-16.2) as SmallCap (-18.3) moved ahead of LargeCap in the latest week. Four of 
the 33 sectors are positive so far in 2022, down from eight a week earlier. Energy continues 
to dominate the top performers: LargeCap Energy (41.0), MidCap Energy (34.9), SmallCap 
Energy (32.8), LargeCap Utilities (3.4), and MidCap Utilities (-2.3). The biggest ytd 
laggards: LargeCap Communication Services (-34.2), SmallCap Consumer Discretionary (-
30.0), SmallCap Real Estate (-28.0), SmallCap Communication Services (-26.7), and 
LargeCap Tech (-26.3). 
  
S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors fell last 
week, and six outperformed the composite index’s 4.8% gain. That compares to a 3.6% 
gain for the S&P 500 a week earlier, when all 11 sectors rose and six outperformed the 
index. Health Care was the top performer, albeit with a decline of 2.4%, followed by Energy 
(-2.6%), Financials (4.4), Consumer Staples (-3.6), Financials (-3.8), Utilities (-3.8), and 
Consumer Discretionary (-4.2). Materials was the worst performer with a decline of 6.7%, 
followed by Real Estate (-6.5), Communication Services (-6.4), Industrials (-6.4), and Tech 
(-6.1). The S&P 500 is down 18.7% so far in 2022 with six sectors ahead of the index and 
just two in positive territory. The best performers in 2022 to date: Energy (41.0), Utilities 
(3.4), Consumer Staples (-8.0), Health Care (-9.9), Financials (-15.8), and Industrials (-
16.0). The ytd laggards: Communication Services (-34.2), Tech (-26.3), Consumer 
Discretionary (-23.2), Real Estate (-22.6), and Materials (-19.8). 
  
S&P 500 Technical Indicators (link): The S&P 500 tumbled 4.8% last week and weakened 
considerably relative to its 50-day moving average (50-dma) and its 200-day moving 
average (200-dma). The index closed back below its 50-dma after rising above a week 
earlier for the first time in seven weeks. It closed below its 200-dma for the 30th time in 32 
weeks. It had been above its 200-dma for 81 straight weeks through early February. The 
S&P 500’s 50-dma moved lower 14th time in 20 weeks as the index dropped to an 11-week 
low of 4.2% below its falling 50-dma from 0.8% above its rising 50-dma a week earlier. That 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgNfDV2v0qy59JkMqW8HhZ3050xVPnW5G-gHx3fHfS1W8MZ2HX3fBQqzVBrr9N68-l-nW8gcpmz4pl__HW2nX6dM5DL-hgV3wSsK6XGgHkW4Fd4r94xwPvzTKYXK74q3DDW353B_T8VYTlBW8hSLqd8bCg1RW4Ppb0g4JwZMpW8GCf_m8B19V7VhdhRs87DDhjN4ygcDbv0BzPW47L49f8bpDH5W6vvG7g5bhPdWW4gTgSB1nxYm0W3HKQYX5t6y7bVlZ_vn1C28kmW4SFdYh6PVFB63bcm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgWbSW8cr5xH3hcSsrW8CqKKq1dFDf3W8_9y758yXF9-W8q44rN3ZTgjVW8g8sCT5MWYBZW89-3wV7H9RMWW29BS7J8PhKB5W22PLX-1NR532W3xpH8q6cTxQFW1G3Fj76tL1V-W8jfkFK64P4PtW21-JhF2MG6q-W3rxBJr5shCnwW3t1g3124hj37W16H1cH6P4_xxW6zX-Mb4Tz62KW1z1W5w7LzqFLW4Wq0-C3s-Rs0N5_rlprQv1M6Mhx_pJD1ZdmW439JcT82cpRpW681B6T641p1D3cXm1
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compares to a 23-month high of 8.7% above its rising 50-dma the week in early August and 
a 27-month low of 11.1% below its falling 50-dma in mid-June. The index had been mostly 
trading above its 50-dma from late April 2020 to early April 2022; in June 2020, it was 
11.7% above, which was the highest since its record high of 14.0% in May 2009. That 
compares to 27.7% below on March 23, 2020—its lowest reading since it was 29.7% below 
on Black Monday, October 19, 1987. The index’s 200-dma has declined now for a 20th 
straight week—falling last week at its fastest rate since March 2020. The price index closed 
Friday at an eight-week low of 8.7% below its falling 200-dma, down from 4.5% below a 
week earlier and an 18-week high of 0.8% below in early August. It remains well above its 
26-month low of 17.1% below its falling 200-dma in mid-June. The latest reading is down 
sharply from 10.8% above its rising 200-dma in early November. That compares to 17.0% 
above in December 2020, which was the highest since November 2009 and up from the 
26.6% below registered during the Great Virus Crisis on March 23, 2020—the lowest 
reading since March 2009. For perspective, at its worst levels of the Great Financial Crisis, 
the S&P 500 index was 25.5% below its 50-dma on October 10, 2008 and 39.6% below its 
200-dma on November 11, 2008.  
  
S&P 500 Sectors Technical Indicators (link): Just two of the 11 S&P 500 sectors are 
trading above their 50-dmas as of last week, down sharply from eight sectors above a week 
earlier. Utilities marked its eighth straight week above its 50-dma and Energy its sixth. Five 
sectors had a rising 50-dma last week, down sharply from all 11 sectors a week earlier. 
Looking at the more stable longer-term 200-dmas, only two sectors were trading above, 
unchanged from a week earlier. Energy was above for a 52nd straight week and Utilities for 
an eighth week. Just two sectors had a rising 200-dma last week, down from three from a 
week earlier, as Consumer Staples turned down and left Energy and Utilities as the 
members of the club. For perspective, at the depths of the Great Virus Crisis in April 2020, 
Health Care was the only sector trading above its 200-dma. 

 

US Economic Indicators 
  
Retail Sales (link): Retail sales unexpectedly rebounded in August, though July’s move was 
revised from no change to a decline. August sales expanded 0.3%, led by motor vehicle 
sales, after contracting 0.4% in July, while real retail sales (deflated by the CPI) ticked up 
0.2% after a three-month slide of 1.3%. Sales at gas stations dropped sharply for the 
second month, by a total of 6.4%, as gasoline prices tumbled 20% over the two-month 
period. Excluding gasoline, sales were up 0.8% during the month and 0.7% in real terms. 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgGWqW7RwXyL2YT_qsW2pq3xv4gRNl0W5ywr5885CdbmVvj9SQ8JrqXQW8_Q08d4zz157W9kV3vg2mYmnTW28kFSW3HY8LLW5g8fsF8dBg7kW7f7FlY3d38mrN4rBDh2-x97CW3QQVNc7-xN2kW2Hzhpg5X5yMbN95lVLPzzZLGW5vz06t7Jr0JYW7Y5YzN5ctqFsW6hMQPR87lrDPVSxSsb398Gj_W9kvFJ4119xJ8W237-Lp5lbNRYVYHhpb8dgwgfW2wtB8q4yr-7lN36WQhz2Ghjt34qH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgVGXW6H3rFv2dk8stW6rwF2n1rBTDGW64mZzx7cXf9VW7WQz5N1PXXVLW4RfkRH6dC6y8W5nZmMP1mzs17W6x5mKq30xPT8W1bP9Bh2S-4SZW7P8FWx4Q0p4BV6SDJd1sZwsgW8nmjVy22Jjt5W8y3p0n1p4k0pW640TQt4s0S45W2BMN4-3wBK8dN403KB24T26zVlHnJW45NSzXW7X0FrM97nDMNV3r7cj8xwv6DW5pzTwv9cz98BW6J2dHX5300hLMtjH_nw0ygfW3Qcdzt7jQ_Lw37Jl1
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The control group—which excludes autos, gasoline, building materials, and food—was flat 
in August after climbing 6.6% during the first seven months of the year to a new record high. 
Of the 13 nominal retail sales categories, eight rose during August, while five fell. Here’s a 
snapshot of the sales performances of the 13 categories during August as well as the 
performances versus a year ago: motor vehicles & parts (2.8% & 6.7%), miscellaneous 
store retailers (1.6 & 15.3), building materials & garden equipment & supplies (1.1 & 10.5), 
food services & drinking places (1.1 & 10.9), food & beverage stores (0.5 & 7.2), sporting 
goods & hobby stores (0.5 & 5.5), general merchandise stores (0.5 & 3.6), clothing & 
accessories stores (0.4 & 3.5), electronics & appliance stores (-0.1 & -5.7), health & 
personal care stores (-0.6 & 1.5), nonstore retailers (-0.7 & 11.2), furniture & home 
furnishings (-1.3 & -1.6), and gasoline stations (-4.2 & 29.3). 
  
Business Sales & Inventories (link): Nominal business sales slumped in July after 
climbing to a new record high in June, while June real business sales (reported with a lag) 
continued to drift lower. Nominal business sales sank 0.9% in July after expanding 15 of the 
prior 16 months by 23.5%. Meanwhile, real business sales fell for the fourth time in five 
months, dropping 0.4% in June and 2.9% over the period—it was 3.5% below its record 
high posted during March 2021. Real sales for wholesalers were little changed in June after 
falling 4.0% from January’s record high through May, while real sales for retailers has been 
on a downtrend since reaching a new record high in March 2021, falling 0.7% in June and 
8.0% over the period. Meanwhile, real manufacturing sales dropped steadily during the first 
half of this year, down 0.6% in June and 3.6% ytd—and are 7.9% below its recent peak 
recorded during January 2021. In the meantime, the real inventories-to-sales ratio moved 
up to 1.49 in June from its recent low of 1.38 to its highest reading since June 2020. The 
nominal ratio moved up to a 17-month high of 1.32 in July, rising from a near-record low of 
1.26 in October and November.  
  
Consumer Sentiment Index (link): Consumer sentiment posted a small improvement in 
early September, with the report noting that after the marked improvement in sentiment in 
August, “consumers showed signs of uncertainty over the trajectory of the economy.” After 
dropping to a record low of 50.0 in June, the consumer sentiment index increased for the 
third month by a total of 9.5 points to 59.5 in early September—with August accounting for 
70% of the move up. Expectations was the main driver of sentiment during the past three 
months, rising 12.4 points to 59.9 in early September—with 10.7 points occurring in August. 
In contrast, the present situation is up only 5.1 points since dropping to a record low of 53.8 
in June. Inflation expectations continued to ease, with the one-year expected inflation rate 
dropping from a peak of 5.4% in March and April to 4.6% in early September, while the five-
year expected inflation rate eased to 2.8%, falling below the 2.9%-3.1% range for the first 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy533q905V1-WJV7CgVhwW4HxTC_4jpbC1W4nrX0G3nDLntW2-my5R5NWJmnN38dcxBbTcCFW3FJ1nw7430plW70wp-L3Tj11XW8cGSY92pf3vPW51wY1z23XPy-VYcpSP1_GH2KW6D09tq2NXszMW49zKJw7hVkT5N1sGpJh4FXhdW82F0Rq6dhYTyW7RRCNn1LhLmcW4rBCDY6dD7sLW3FjVlp1KnyyZN3_h-ltP0ggxVm2DRp5C5qM0W4CrqhR8Kx4vpW6Y8dcQ3s74x5W3Cdh0b8g0F8SW1XRs3W6FBvS0N56l4ktPjpZRW8g5DpX704pdD36Rz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgMGzW2-crgB98LlJKW2Nd5PH2QQVPNW7j4v7j5wV4lTW7t0Cqq93NGknW2b6yRd3-ltlBW851QN798NcBVW40-DJx2XppJ3V3SLZp81kHrHVV1T8D91rgklW1tgYPr7SKZ9gTqcrN1Qf6ZrW1w26bw90kdfLVS9j2y2BgCBVN3zPmjRcjgv5W4Y5Nw41t1RrPW8P0wr-4PmSBJW8hGQ9l697whSVPlkKp1X5ByQW4pvgp62WlF6rW8ZpTH658ds2XW50p20y4nFFlGVrgR1h1mXpfl333F1
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time since last July. However, the report warns that it’s “unclear if these improvements will 
persist as consumers continued to exhibit uncertainty over the future trajectory of prices.” 
  
Regional M-PMI (link): Two Fed districts (New York and Philadelphia) have reported on 
manufacturing activity for September and show the manufacturing sector remained in 
contractionary territory, though the decline narrowed a bit, with the measure climbing to -5.7 
from -12.5 in August. Manufacturing activity in the New York (to -1.5 from -31.1) region 
snapped back near expansionary territory in August after falling deep into contractionary 
territory in July, while manufacturing activity in the Philadelphia (-9.9 from 6.2) area moved 
back into negative territory after a brief move above zero in August. New orders (-7.0 from –
17.4) contracted for the fourth month in September, though moved off recent lows, with 
billings in New York (3.7 from -29.6) factories returning to growth, though barely, while new 
orders in the Philadelphia (-17.6 from -5.1) region fell at a faster pace than in August. 
Employment (15.8 from 18.7) continued to climb this month, but the pace slowed for the 
third successive month, as factories in the Philadelphia (12.0 from 24.1) region hired at half 
August’s pace, while New York’s (9.7 from 7.4) pace held relatively steady. Turning to 
prices, the prices-paid index in the New York region eased further from April’s record-high 
86.4, slowing to a 21-month low of 39.6 this month, while Philadelphia’s eased from a 
cyclical high of 84.6 in April (which wasn’t far from its record high of 91.1 in the 1970s) to 
29.8 in September, the lowest since December 2020. New York’s prices-received measure 
slowed to a 19-month low of 23.6, down from its record high of 56.1 in March, while the 
Philadelphia measure picked up a bit to 29.6 after slowing to an 18-month low of 23.3 last 
month from November’s 62.9 peak.  
  
Industrial Production (link): Industrial output ticked down 0.2% in August after climbing 
0.5% in July to a new record high, which was its only gain since April. Production increased 
only 0.2% during the four months through August after expanding 2.5% the first four months 
of this year. Manufacturing output increased 0.1% in August following a 0.6% gain, though 
lacks momentum, bouncing in a volatile flat trend just below April’s recent peak. By market 
group: Business equipment production rebounded 1.3% during the two months through 
August, more than recovering from its brief setback in May and July; in August, it rose 4.1% 
ytd and 5.8% y/y to its highest level since March 2019. Industrial equipment output 
increased for the eighth time in 10 months, by 0.3% m/m and 6.9% over the period to its 
highest level since the start of 2015. Production of information & processing related 
equipment remained in a volatile flat trend around record highs in August—within 0.8% of 
last August’s record high. Transit equipment output has fluctuated in a flat trend over the 
past 20 months, climbing back to the top of that range the past few months. Consumer 
durable goods production headed back toward April’s record high, rebounding 2.1% during 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy533q905V1-WJV7CgPPLW3Hq_GL7wVx2mW36CxDH8j0QGdW2dkWLH66WRYvN1TJN6LFx2bpW5Gqjxy5HFG8qW8nNkBl2ld_QRW4p_tDQ4ft3ZlW38GDm03WzKWPW6-zgpr4JH72tW81TxVZ27t35WN5XbsSlZKKm9N4R2sFbphjCNW3bvKC39fZWq3VSgv848Q31hrW2N8VWN4Qb8JtW1nkHbZ33_qQxW8khMgn82H7-gW4pRPJ62tX8kGW6DN6cG5bPRndW4PykR32cCh4CW1Z15ZC1WpmxXW3LM1_81P-9XxW4sLD3y8CjqZ4W8GG2R494gVsM2SY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgQQzW7K_-jR4BLJRnW47Hpf22FRlSCW41tRtF4NYSqGW5VzszX68G-3sW6GpSy251W7hDW6kbxVz4t4k-DW3bfjT77y8NBnW1-5ylC5MqvhRW1N4MWb4Dp7BBW6QkJm4183sMZW5Hx6_k5rZ0d-W6hcbMG62vRj4W2JpvPK1vBnDnW7n48_V6fvGZGN8TxFNFmwQXCW2ZHYqR2YNLMgW2Q5zLH6DHqYhW54BzX41FQDjjW7RvJpv5VRmJ5W3twhm698j58CW6H5whf41bKq2W6rfhFm7JR2Z-3jjM1
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the two months through August after falling 4.0% during the two months through June, as 
home electronics production hit another new record high and auto-related output remained 
near its record high. Production of appliances & furniture rebounded 5.4% in August, but 
that followed a three-month dive of 17.6%. Consumer nondurable goods production fell for 
the fourth month, but was only 1.1% below its recent high during April, which was the 
highest since fall 2011. 
  
Capacity Utilization (link): The headline capacity utilization rate continues to hover in a flat 
trend around recent highs, ticking down to 80.0% in August after climbing from 79.9% in 
June to 80.2% in July—averaging 79.8% ytd. August’s rate was 0.4ppt above its long-run 
(1972-2021) average. The manufacturing utilization rate held steady at 79.2% in August, 
down from its recent high of 80.1%—which was the highest percentage since summer 
2000—and was 1.4ppts above its long-run average. Meanwhile, the capacity utilization rate 
for mining ticked down to 88.1% after rising from 85.9% in April to 88.4% by July, which was 
the highest since mid-2019. The utilities rate fell for the second month, from 75.8% in June 
to 72.8% in August, remaining substantially below its long-run average. The capacity 
utilization rate for mining was nearly 2.0ppts above its long-term average.  
  
Import Prices (link): Import prices fell in August for the second month as petroleum prices 
continued to decline. Import prices sank 1.0% last month and 2.5% the past two months—
the biggest back-to-back drop since April 2020. Import prices’ yearly rate eased to 7.8% 
from a recent high of 13.0% in March, as the yearly rate in fuel prices slowed to 49.7% y/y—
the lowest since February 2021; it peaked at 130.1% last April. Nonpetroleum import prices 
declined for the fourth successive month, by 0.2% in August and 1.5% over the period, with 
the yearly rate falling to a 17-month low of 4.3% from a cyclical high of 8.1% in March. 
Yearly rates are slowing for the following import prices from their recent respective peak 
rates: industrial supplies—which includes fuels & lubricants—(to 21.7% from 55.2%), foods, 
feeds & beverages (4.6 from 15.7), and consumer goods ex autos (1.8 from 3.2). 
Meanwhile, the capital goods rate edged down for the third month to 3.3% y/y from a recent 
peak of 4.2% in May, while the rate for auto imports ticked down to 3.3% after accelerating 
3.6% y/y in July—which was the highest rate since summer 2011. 
  

Global Economic Indicators 
  
Eurozone CPI (link): The headline CPI rate for August accelerated to yet another new 
record high of 9.1% y/y, up from 8.9% in July and 6.1ppts above last August’s 3.0%. For 
perspective, the rate was as low as at -0.3% at the end of 2020. Looking at the main 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7Cg-t7W4JNY4P1P4PpqW7bcbT13zKnP2W3BP_f61KdTk0W8vMMTm4xSzwqN5WWSdRdKQJdW4vN34x7n1VPQN6YDWMYfPvKLW90k4HT7pkWlqW8_nnCQ3-JXqlN11jj2Q-TW4VW5x6YGs547TqkW23xD0B1RtZmBW8ftWfx1SWFMBW17qhth3FPTS4VQ2WNz1g26GhM3y_6PBLdYfW5fHCcY40zsXxW2kL1Qv42K1SsW5bpkC53DFnrWVpZ4Bs1tZ3gPW4ghhPf89hLyLN6BxhwSHvb8Z3mqt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgWvdW49gMCS13p5k-W6r4NFn3m2GcTW3V8-tz8QPKFXVBk1tK7pnbSJW4vpgFT5yFD_pW3pHcRx7R9s7YW1G_Tmh8DsqbtW7ybsnW3zZCPDW1KMltk6QDnpVW5zY6x_6p9CsJN7cDKTMFzkJPW15YQzV2nCt0lN8mKPjPqXFvLW6_VC8v7JZnSNW41V5DN8PL1RlW207cY29m1ZRGV6KZNj6-C8fVW8b7yhQ4hWtLvW8r-FwC6C8kPwW2V9d0J5g2cQcW1Tnfdw7DT1PWW6h72QH8JT4gs3dTY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VX8Pcg7Fwb5bW3zGDkl5mM4_mW8rPchQ4Q5s-TN8mSy4N3q8_QV1-WJV7CgCv2W99j8Gp4z4dDGW2qmLZK2-7HM1W20HMs55mJ7MvW79txv27b5frxW40hSRf55ybzNW4qnYcG4vxrrKW3xWR916_hDV0W5FFP1J1Zs0GdW5vw3Md2HjzT6W5NtW-D7Trd6wV1sxpR3pWY0cW1KW15D65F_YbW5JlB1W2K3P83N50XvcRN4dVXN3S-YTg85BKyW1tFq_m1HmNR9N8wQ0wGGYLW8W2hsQtx7hBxN1Vwn22X13Xdz6W5C_jvc4_6qVJW7lQ0d85Vk2l2W2D6t388ZCyVx3fb-1
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components, once again energy recorded the largest gain, though it eased for the second 
month to 38.6% y/y in August after accelerating from 37.5% in April to 42.0% in June; it was 
at a record high of 44.3% in March. The rate for food, alcohol & tobacco soared to a record-
high 10.6% in August, having accelerated steadily from June 2021’s 0.5%, while the rate for 
non-energy industrial goods picked up to a record-high 5.1%. The services rate accelerated 
3.8% y/y—the highest since spring 1994. Of the top four Eurozone economies, only Spain’s 
(10.5% y/y) rate is above the Eurozone’s rate of 9.1%, easing a bit from July’s record high 
of 10.7%. Meanwhile, rates Germany (8.8) and France (6.6) were below the Eurozone’s 
rate of 9.1%, while Italy’s (9.1) matched the Eurozone’s rate. Rates in Italy and Germany 
both reached new record highs, while France’s eased a bit from July’s 6.8% record high. 
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