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Strategy: Flat Earnings Society. In yesterday’s Morning Briefing, Joe and I explained that 
our rolling recession scenario suggests that S&P 500 forward earnings will be basically flat 
this year compared to last year. Forward earnings is the time-weighted average of industry 
analysts’ consensus earnings forecasts for the current year and the coming year. So for 
example, at the end of each year, it is identical to consensus expectations for the coming 
year. At mid-year, it is equal to 50% of the current year’s estimate and 50% of the coming 
year’s estimate. And so on and so forth. 
  
Last year, forward earnings peaked at a record $223.04 per share during the year’s final 
week (Fig. 1). With so many people expecting a recession this year and next year, our 
prediction that forward earnings will be flat around that level through the end of this year 
and early next year is practically as fringe as the Flat Earth Society’s beliefs. In a recession, 
forward earnings typically takes a dive as both forward revenues and forward profit margins 
drop (Fig. 2). 
  
As we noted yesterday, the cycle in S&P 500 forward earnings is highly correlated with the 
Index of Coincident Economic Indicators (CEI) (Fig. 3). The former is also highly correlated 
with the Index of Leading Economic Indicators (LEI). We’ve found that forward earnings 
acts more like a leading indicator during economic expansions but more like a coincident 
one during recessions. In any event, forward earnings is available weekly with a one-week 
lag, while both the CEI and LEI are monthly and available with a one-month lag—so forward 
earnings is very useful to have. 
  
Let’s put the latest numbers in perspective: 

 
Check out the accompanying chart collection. 
 
Executive Summary: S&P 500 forward earnings works well as a leading indicator of actual results 
during expansions and a coincident indicator of them during recessions; the same goes for forward 
revenues and forward profit margins. … Our takeaways from the three forward data series add up to a 
flat forward earnings outlook through early next year—a rosy viewpoint amid widespread recession 
trepidation. Our forward earnings and P/E forecasts together suggest a range-bound S&P 500 for the 
rest of this year. … Also: Melissa ferrets out the policy intentions of the ECB and BOJ. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVL3q905V1-WJV7CgD98W8wBll95fgWWgW7bl9C25MSF22W4_F6_86-RkKlW31pPJy7Gc9sLW5dx16w6vlYMTW6-jg7G7wCsK9W4sLpyD7rTYl9W2_1--Z61D9p7W40v0lQ4CJ-czVfR4SC8jqkTKW387ZHD2XmRMPW6CYsTk5NyNQxW659b4t75Cf7sW98ftLq7TGDtQW2hBtHC829w3zVXCfzL39Qn8tW7JDgFC2YLtfCW5kQd6p75Wf2CW4LG48k4xS7DQW2ZMZkt6mFWKmW7W9ZsP5Swwt2W7n7bVY4k4l4YW73sVq-31QZ5lW9h1dd13Skdqj3l7j1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgR2QN9kMJNnTm094W2GMjbS1_lbJgW7V4J2x4WB497W2ZYX_Z5dLXqRW3PYNC16NZtlcW7yY2-61RFwLQW2pmYL_2-nBkpW4x2gYb5GZ6mpW28hKmW8rHVnYW3q9tFd8Nrl3-W5k7c2T1N1KfhW5jbNVs498BhgW2_Ykqc7yrGvRW478zn32ZZ8zCW199gc77CsK1fW6XvBbf3sx6dbW3WYkn13XplmfW1qDH9M4rFZdqF4k2trmBS4TW5jFrRY11sZjTW5gBP8C88-5PlW7pMbRK3wfpPR3bL81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgHfbW4kSj2t5S5v7JW4sqp0W2bFq42W7nf4J_8mhsx1W55b_nr2nj2s0W3qsXRx2Y3xxkW5Lxzrf4GtYXrW5z4cc45xGgMVW1B5hdb42M5ftW75XKYH4KDCSTW7RxL2l6ybtjBW8PCFHG8-Zn5lW7bgMp64vp-DTW2gxbdL80576kW7VNNNT8nlRz3VmHc5s2mVMwDW7mlv__2JKwJNW3xfF3Z2y71CLW6hpfY48T7CCqN953KkLnB48LW8VF2ZP6rl6wTVmSh0t4xB26_W6XPpJJ2j7f0-3gzt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgBQWW9kxX6V5WBMphW5ZZpvH5RW7SBN67Jj0WRG4gvVY2v9x5XvTLYW3S0VpQ5jG4kRW4xrH3Q1mvnVtW3ZyPSw674xhbN5SYS03YcHmTN3zbTylwMQC3W2VwcCK6DGddSN5mHP4CX41vfW3cyV-r73503qW360QFf7PHw1bW8F3DP11NlvWBW2SkbSQ1sCMfFW8SLNQK2Q-sNmW6nB-9f551RV_W7VhZBJ4H31WzW4g-WQn7Y1bRLW3Y2Gk32M5137W3wBYLr3qtcr8W10451h4tBD4-3cLR1
https://www.yardeni.com/pub/cc_20220921.pdf


 

2 
 

(1) Looking forward. This year, S&P 500 forward earnings rose to a record high of $239.93 
per share during the June 23 week (Fig. 4). It was down slightly to $238.23 during the 
September 15 week, not much above where it was at the end of last year. Industry analysts 
lowered their quarterly earnings forecasts for Q3-2022, Q4-2022, and all four quarters of 
next year during the latest earnings reporting season (Fig. 5 and Fig. 6). 
  
Yet forward earnings have held up relatively well because this time-weighted average is 
giving more and more weight to next year’s earnings estimate, which remains above this 
year’s estimate. During the September 15 week, the former for 2022 was $225.34, while the 
latter for 2023 was $243.46. As we approach year-end, this year’s earnings will matter less 
and less, while next year’s earnings will matter more and more. 
  
(2) Revenues rising, margins falling. As noted above, during economic expansions, S&P 
500 forward earnings can serve as a very good leading indicator of actual earnings over the 
coming year, and during recessions it makes a good coincident indicator of actual earnings. 
The same can be said about S&P 500 forward revenues vis-à-vis actual revenues and the 
forward profit margin vis-à-vis actual margins (Fig. 7). 
  
The latest data through the September 15 week show that forward revenues remained 
close to its week-earlier record high. However, the forward profit margin peaked at a record 
13.4% during the June 9 week, slipping slightly to 13.1% during the September 15 week. 
Inflation continues to boost revenues. Apparently, companies are finding it harder to pass 
their rising costs through to their selling prices, as evidenced by the weakness in the profit 
margin recently. 
  
(3) Homing in on the ranges. We think it all adds up to a flattish outlook for forward 
earnings, consistent with our view that the stock market should be range bound with the 
S&P 500 between the June 16 low of 3666 and the August 16 high of 4305. That’s the 
technical range we can see on a chart of the S&P 500. 
  
Based on our forward earnings forecast of $235 per share at the end of this year and our 
target forward P/E range of 15.5-18.0, the arithmetic range for the S&P 500 is 3642-4230, 
which is consistent with the technical range (Fig. 8 and Fig. 9). Next year, our range is 
4080-4845 based on forward earnings of $255 and a forward P/E range of 16.0-19.0. 
  
(4) Let’s get real. The official CEI is based on four economic indicators measured in real 
terms. Above, we compared forward earnings to both the CEI and LEI. Let’s do the same 
with monthly forward earnings divided by the CPI (Fig. 10 and Fig. 11). The conclusion is 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgBCPW8x7H6J7tq5z8W7sGZLd2BD_vHW1yJ2-r5CTk4QW4LfQxz8snyFLW74JVvn33Q2tCW3KPq_b2HM6rYW59TPFt34sThsN3VG-46Ltk0JW5HSvXW4SXrBfW8QNXzH6L_84CW2rD2nF7Z8W_QW7c5fnF2gw8wXW8F-NTK7GDJ36VcDwVc2XnC8hW36R15v1t_hJPW7vKM3s4nwB7sV6pwzn4-zGSJW94d9vj2J-7TpN3StQYKfRBm8W86r01x2S7dqvW2DBv5J31_SzxW7sdVhg4CNwQR34SG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgLpZMyx-lH2scpGW7lgfQz4ghRx_W29TfKc1SK_2RW6rJ8dh5pg8d0Vk9gpG4VdfgTW44D9fl4sByCxW2rvCLF79XmPdW3BdH2H8b_t3XW7KSmWm4SyfNjW6dmGFH1TZ20vW4KSbDg54Tvp5W98_gsX8KgxsxVmVP6l92QrrWW8N4T_S3fpg2qVkRjx-54NpT0W2Snb1k5KstPMW3D6H1g6StVXNW1tFWjm5jSryNW7HRFbQ2BYscFW46K91Z6crWmtW3lb3LT6y5JfjW2VtkST1HrSzj32-B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgTZMW6k5cjJ8BjJ-qW63-qnR3Jb_QPW6v0H2q8Vp8FGW1PJCzY3Kd6MGW8l3xzD1l4RbZW3CQtBl24X99sW5tz0MK7RtYHgW5Dww6G46flMLW1bCBKW22PY_nW11BgVX5x33RdN34S9-fH0q6ZW1CyJG87FG85zW4386qM1WnCqlW35qh_f5Mh6pwW1TMkrQ4njPmxW1DH6by3jmJnTW4Kyylk7_Lrn2W2Mjznn5lmCBSW8NGx9q3SRMhTW75JS9n1HF6C-W1VCQL2661N8VW1yWyJR4XqZwX3hQy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgRt9W4nND2X1qqbR-W3xNXfM5wlcrrVJjyK-8yfFZLW83rYdx3NnH0kW5rkHZF4mR3Q8W3NZ7Ks8lrjXZW5fcx_X8wGzQtW7MHgTQ5yLSMXN1H7Q7KMTKVqW4cYYJt77WcvjW2LW2T88rHN6vW4vQCx_2Lb73GN3Dh6wM5xd3QVXMnWh69nVKCW4-PcS12tHnpnW3LVZk76SQx0PW5VmRHD3Hl3DPF7S0zZfQGnFW6S9B3M7M1SthW8v-tqM40-HFPW8P9nbX71r7V6W2Z64rY4yBKPS3mvT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgWWKW4zX_bH8V9SYLW32sdff82G_x7W2ZK68t2_J_zjW6B7hFP8kb4d1W4p1j3218Lz2MN3K2R9bvRT1JW6wsKKv413B1fW8CYV3h4Hqh4XW6dgZjG5HYGRQW6f5jyz5Cvp9_W8McZsV3ndQd2W39fGWV76wSWYV3H8dS6QdxZmVmHbbg34Y5qWW7kW3383FtXvFW8RVjnh15RhkBW6H0DPs79GlqzW7DnBR_8L6nwsW4dH8RW3tpXtSW3vkf0q6Fz27TW7nR6CK6ZF3lbW3_wNGL92J67F34St1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgVZMW8Jqw1q7QHM4nW8MctgF19Cwm6N2K2-LJ9GF36N7FGZD24zWTgW4Qq3VB6ZHX0wW5tdb0m5pY-DRW6XjVLm2dbGLxW1gH0BX3np5PXW2wM1p67t57KNW3-YJPf2rPTwTW67bW9K15m-rCN8zhx-jqvchSW51NSny6r66rQVn6zV9151YTQW320m4d6xZtCcW7QT4Gg2-R-yyW1Rs22w217Ps7W6GQgBP7HK9zvW5lz83g2h5LVpW2RdqGs4MkrPHW3Tm8Dh9cByLfN4KN3PbwLV_q3qdz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgKRwN1hp32qD6lsMW8HW4828jhpRHW2bpbr43vfPdDW4lvlD_7g2PqKW7wjqn93R4vmpW57fVZY1kYV6RN1b2SLkzj2JmW3xmMM37dMF0FW7w4DdW4PPZHfW7RXKfz2pNYvDW7SbWkz188VPTW6vNhFQ3yC21bV7D39J6H2PlTW6nrBCw2QYSwYW87lfCL394m8vW4pMWzR8ZSvwQW2L7m_K7q9gg9VJhBdC3Z-WxCW1J__LW8HNgL5W5HSFM62bKDpPW7p5Kc74BkrHpW7PmX923MsZ-D2Fp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgMkdW3GGq1D5bVvpHN6j93j5wMp0dW9kmwXb1sSzcFV1MpF-3J_HlgVdbSJS6GD0QnW8lmKDr7_D39pW4H-BP652YyG3W4KFm0V6ksS8BW3k0S_670d8rzW7GCJ4_3dJgBPW3bLmDC4g9v1cW6r_3Xq4bfs2RW8Cwh752DSpX6W6mp3pR3kzVjCW3rRTGV7RVWTVW7n_Lm21yxQlhW1JM4l31RXFZ9W5jbRzj4VhfWdW6pWf8v8RBrwZVk0thB6BMxCsW7PN1gC7LdMTFW7_By_B740ZB63m_01
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the same as using nominal forward earnings. The inflation-adjusted series is more like an 
LEI during recoveries and expansions, and more like a CEI during recessions. Real forward 
earnings peaked during May and has fallen each month since then through August. 
  
(5) Slicing & dicing. Finally, let’s have a quick look at the forward revenues, forward 
earnings, and forward profit margin of the 11 sectors of the S&P 500 (Fig. 12, Fig. 13, and 
Fig. 14). 
  
We see that consensus forward revenues estimates for 2022 and 2023 are mostly rising 
with the notable exceptions of those for the Communication Services, Information 
Technology, Materials, and Real Estate sectors. 
  
We see that forward earnings are flattening for all but the Energy, Real Estate, and Utilities 
sectors. Forward profit margins have been falling since the start of this year for all but 
Energy, Industrials, and Real Estate. 
  
ECB: Whatever It Takes, Part Deux. Fed Chair Jerome Powell is not the only central bank 
chief on a mission to subdue inflation. European Central Bank (ECB) President Christine 
Lagarde is too. After raising the ECB’s key interest rate by 75bps the week before last, 
Lagarde said: “[W]e are so far away from the rate that will help us return inflation to 2%.” 
  
Financial markets anticipate another 75bps hike at the ECB’s October meeting as the ECB 
normalizes monetary policy to lower inflation. ECB Vice-President Luis de Guindos all but 
confirmed investors’ interest-rate expectations in an interview. His message was that more 
hikes are coming. And that’s with or without natural gas flowing into Europe from Russia. 
  
(Breaking news: Lagarde further justified the ECB’s thinking in a speech yesterday.  “[W]e 
need to normalize policy, and be ready to adjust rates by as much as necessary to reach 
our inflation target in the medium term,” she said, adding, “[M]oving faster [than 25 basis 
points] at the start of the hiking cycle clearly conveys our commitment to bring down 
inflation to our medium-term target.”) 
  
Consider more of what Guindos said: 
  
(1) Inflation. Reducing inflation might be painful over the next few years, but the Eurozone’s 
inflation level, running 9.1% y/y at its latest read, is already causing pain. ECB officials 
project that it will remain above their 2.0% target for quite a while. In 2024, under the 
baseline scenario, the ECB projects inflation averaging 2.3%. In the downside scenario, the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgR6DW181Wcc6kbzYcN8tCRBqc8mm0W6gWb4K656rmQW3tQkyV4KgTmCW8YSBr_6D6YCnN1GMCrHVLkrRW4tJWQq8n053vW1tsxzt4lt9MSW1mRdSG5H3b6sW7TmT6x4MlbPkW4Q7xRV6kHqcJN590c9phZ6zzW75m9ry6DrVF5W8gc4BC6-jht7VTLWg32cBVcJN2x83zGDrB01W7shMJz5GbgXPW61Vq1K8qJdMnW85lYFx5PdxklW80vn0r6cGLd1V2jrzh1x9tfFW3xd5pT2nhf-z3fSB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgGj-N5XlVWl74JxkW84zPl94k9FHZW56S0xn8f9PzbW4r1GWw6jRCcBW3yDkNQ3CcHXLW35Q3YT8fpgQTW3D81Xc21GGHfW55Z9fp8knhplVnQd_F3dctwJW6mm1V231wW_TW1Pq6td5pLDjjN9bWXcvxmpXXW6VjMjR522pHmW4HK3p67gfFfVW2sC-cm6qlnWpW7dmXBl4NWl6QW74LXTS1Tpf8pW7h7q9T8wF2zgW6k0ngd2wBht6W3bM65d8k-w2WW35SG4h47MP6sW6n8l592_lk4z31NJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgNFgW420TK45F7WQFVHgcQZ2xmHpjW6XtbjP7sJ3pkW8jsYvT8pLJX5VmM3nB7g00tVW5g6VpK6s9fCVW6rk6ZQ3kf2XWW5lsC7n8Z1JG5W4FHv3s8_yyRkW20tZ6C1s02MNN48bXf77r9x9W4JZJL76fM_jmVWJbZZ3qbhTdW19qx4p3MMnkSW5v_YXF2LB5_5W8SbpMj31Jb1_W47vs8m38y2V3W62Hm0_1y9HpBW6Xmg2B42DBcrW6bHxTY1RBfQBW84GRNN2Vs7mhW6zKsmz7Yq7Sm33Fc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrWk3q90JV1-WJV7CgFLfW8YbHCZ8qvFhcW1xtjSC4Slhn1W5wzzbf4LDyhHW3Z2L6n6KmZ5mN62QftGqMJxxW4DMHJf29zSLbW3fdCmf8HskrzW32J5nG73N9LxW6wVMLL8NYQmvW8BqSZG25DPLLW97Fn8m5zWZsSVg4DTL3xnyNFW8RMbtx59SScnW76x5xb210g2gW6tNWK11zM1M4W3KclG54TRG2SV9Lby52yyWlMW2b5Hz26zMgNfW7tRj2g47JRyjW1R6vgM3NPvHRW49hyKK6Ln36FW718c0h2njWTFW46fprF5HqTQXN32t-1VLl3whVt7Mvq8vD0hfW3jgHR34lKW02W64hlpP7GqlSdW3rMmGD93rs1v38xm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrWk3q90JV1-WJV7CgSxlW7plfgj4m6Yl6W6tvkBW6y96Z_W4CD3QJ46ry8vW7-MKCk2VzBdKW3F0lFD2GXyydW5l5tV82RzXpYN7Xvt7HqQtcBW9hMh-d1RRwmGW1bfmWR7XGfT-W955TV18DC9VlVmc-pW7DxG-yW1Yy7sm6PFlVgN2tQYSFjQbRwW61Bjgk2sZBgZMVqkJMDVV1gN5q98lTHLrvnW5vQXph6j74rYMPqc5dNPnRLW3HcBYd1B2lhMW6hXSHG1H4FKLW1MRvTR2nfXkrW2-LKTl8cj5TFW56k-ZX1XTcg3W7FRkcP9gpWKzW48YbX43b-SPRW3GPKRh1pnsGWW5rjHd_8pDGZhW2hNcyH4yLlL23pcn1
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ECB projects inflation averaging 2.7% in 2024. 
  
(2) Uncertainty. Regarding the European gas crisis brought on by Russia’s war on Ukraine, 
“uncertainty is very high” because the war is still evolving: “We will be data-dependent and 
follow a meeting-by-meeting approach to set interest rates. … [But] more hikes might come 
in the next few months.” 
  
(3) Normalizing. Back in December, the ECB started normalizing monetary policy when the 
bank set an end date for its pandemic emergency purchase programme (PEPP) and the 
asset purchase programme (APP). But the bank’s projections over the last year have 
underestimated inflation, putting ECB behind on raising rates—which has “happened not 
only at the ECB, but also in other international institutions.” 
  
(4) Russia. The ECB Vice-President said, “everyone has to understand” that the “slowdown 
of the economy is not going to take care of inflation on its own.” In other words, the ECB will 
continue normalizing policy even if the gas crisis turns worse. “What we want to avoid is the 
sort of situation that we had in the 1970s, which also started with an energy shock followed 
by second-round effects that made things much worse.” 
  
(5) Fiscal. Lagarde has called on governments not to adopt measures that will fuel inflation. 
But many Eurozone countries are taking fiscal measures to aid households and businesses, 
as energy prices and inflation remain high. So the bank may be fighting not only inflation but 
also fiscal policy. 
  
(6) Fragmentation. The ECB has prepared for the risk that some countries will need 
different monetary policy treatment than others. To address yield curves rising above the 
norm in certain countries, the ECB decided to flexibly reinvest redemptions under the PEPP 
and introduced the transmission protection instrument. But so far, the bank has not seen 
much fragmentation among countries in this respect. 
  
(7) Banks. Higher interest rates will both boost European banks’ profitability as well as raise 
their funding costs. The prospect of a dramatic economic slowdown could give rise to asset 
impairment and more defaults. Nevertheless, the capital and liquidity positions of European 
banks is solid. 
  
(8) Euro. Negatively impacting the cost of energy in Europe, the depreciation of the euro 
could escalate inflationary pressures. But if the euro stopped depreciating, this could 
support the fight against inflation. 
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BOJ: Last Man Standing. By the end of its two-day meeting on Thursday, Bank of Japan 
(BOJ) Governor Haruhiko Kuroda and his board are anticipated to maintain negative 
interest rates, even as their global counterparts move to fight inflation. After the value of the 
yen came close to 24-year lows against the dollar last week, Kuroda indicated that direct 
intervention is on the table and could come swiftly and without warning, a Monday 
Bloomberg article observed. Here’s more of what Bloomberg reported that Kuroda said: 
  
(1) To stop the yen’s recent slide, it would take massive interest-rate hikes that would break 
the economy. Even after its near low against the dollar, the BOJ continues to believe that a 
weak yen is positive for the economy so long as it’s stable, according to people familiar with 
the matter. 
  
(2) Japan is missing the robust wage growth that would indicate the sustainable inflation 
rates needed to justify interest-rate rises to normalize policy. So rates will stay “at their 
present or lower levels.” The bank is expected to maintain its Yield Curve Control policy too, 
but for how long is questionable. 
  
(3) Currently, the BOJ is holding short-term interest rates at -0.10% while enforcing a 0.25% 
cap on 10-year government debt. In the midst of the recent global bond selloff, the central 
bank had to spend 1.4 trillion yen ($9.8 billion) over just two days to buy bonds in order to 
defend yields. 

 

Calendars 
  
US: Wed: Existing Home Sales 4.70mu; MBA Mortgage Applications; Crude Oil Inventories 
& Gasoline Production; Fed Interest Rate Decision 3.25%; FOMC Economic Projections. 
Thurs: Leading Indicators -0.1%; Initial & Continuous Jobless Claims 218k/1.40m; Kansas 
City Manufacturing Index; Current Account -$260.6b; Natural Gas Storage. (Bloomberg 
estimates) 
  
Global: Wed: UK Industrial Trends Orders -11; BOJ Interest Rate Decision -0.10%; 
European Central Bank Non-Monetary Policy Meeting; De Guindos; Beerman. Thurs: 
France Business Survey 102; UK Gfk Consumer Confidence -42; Japan Core CPI 1.9% y/y; 
ECB Economic Bulletin; BOE Interest Rate Decision 2.25%; BOJ Press Conference; 
Fernandez-Bollo Tuominen. (Bloomberg estimates) 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrTS5nKvpV3Zsc37CgB5TW1bHG6f1MwDvZLr2tRBtkSNW4jl3gL4z9w3FW6fR8z37BrtNYW2cjsP34cqS-PW155H8D5RgPmwVYtH4H4H_7LdW3GF47q5Pfz5hW8Jz2Ql36CGMbW98jpvV8kM5Z3W9kGS4z50hQbtVcXSyY20xVSRV7lC_r2w5v62W4CF3DY6J-WHCVznmSt4_k_3wW6_hYR25BGvlqW1KmgpX6hFCpfW3xv0496pNH81VwN2Ny20HY_tVGmsD03Xw9WHW1TJfyH1XV99dN8g-TM_nbcQlW7nB3fp8l6ffvW2PT6rx6ZWXlYW3MLbTc6M1j1RN8pLkDvfjg21W4BQxCJ5bx4vxW698M-q4q_JbrW11Vr1K8p16s2W8DmrhD8kjpl2W4y3bDs5Spw1bN6Jf1pSt8ML0W5FWC5j8skdtrW28CrJQ6RxSMM3hYx1
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Strategy Indicators 
  
S&P 500 Earnings, Revenues, Valuation & Margins (link): The S&P 500’s forward profit 
margin remained steady last week at 13.1%. That’s up from a 13-month low of 13.0% at the 
end of August, but remains down from its record high of 13.4% achieved intermittently from 
March to June. Since the end of April 2020, it has exceeded its prior record high of 12.4% in 
September 2018. It’s now up 2.8ppts from 10.3% during April 2020, which was the lowest 
level since August 2013. Forward revenues ticked down from its record high a week earlier, 
and forward earnings edged down to 1.1% below its record high in mid-June. Both had 
been steadily making new highs from the beginning of March 2021 to mid-June; prior to 
that, they peaked just before Covid-19 in February 2020. The consensus expectations for 
growth and margins remained steady w/w as analysts await the Q3 earnings confession 
season. Forward revenues growth was steady w/w at a 23-month low of 5.7%. That’s down 
from a record high of 9.6% growth at the end of May 2021. Still, that’s up from 0.2% forward 
revenues growth during April 2020, which was the lowest reading since June 2009. Forward 
earnings growth fell 0.1ppt w/w to a 24-month low of 7.5%. That’s down from its 23.9% 
reading at the end of April 2021, which was its highest since June 2010 and up substantially 
from its record low of -5.6% at the end of April 2020. So far this year, analysts’ revisions to 
their forecasts for 2022 revenues have outpaced their revisions for 2022 earnings, so the 
imputed 2022 profit margin estimate that we calculate from those forecasts has ticked down 
0.4ppt to 12.8%. They expect revenues to rise 12.0% (unchanged w/w) in 2022 and 4.1% in 
2023 (unchanged w/w) compared to the 16.4% gain reported in 2021. They expect earnings 
gains of 9.6% in 2022 (down 0.1ppt w/w) and 7.1% in 2023 (down 0.1ppt w/w) compared to 
an earnings gain of 51.0% in 2021. Analysts expect the profit margin to drop 0.2ppt y/y to 
12.8% in 2022 (unchanged w/w) compared to 13.0% in 2021 and to improve 0.3ppt y/y to 
13.1% in 2023 (unchanged w/w). The S&P 500’s weekly reading of its forward P/E fell 0.1pt 
w/w to an eight-week low of 16.8. That compares to a 15-week high of 18.2 in mid-August 
and is up from a 26-month low of 15.8 in late June. That also compares to 23.1 in early 
September 2020, which was the highest level since July 2000 and up from a 77-month low 
of 14.0 in March 2020. The S&P 500 weekly price-to-sales ratio fell 0.02pt w/w to a nine-
week low of 2.19. That compares to a 15-week high of 2.38 in mid-August and is up from a 
26-month low of 2.10 during June. That also compares to a record high of 2.88 at the end of 
2021 and a 49-month low of 1.65 in March 2020. 
  
S&P 500 Sectors Earnings, Revenues, Valuation & Margins (link): Last week saw 
consensus forward revenues rise for just three of the 11 S&P 500 sectors, forward earnings 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVL3q905V1-WJV7CgXzSN2W5Q3xPmFzlW8QPB6c97qhllW4bpbGX96vTnqW2cVjx_3gLL3zV71R9w2z4G08W1X1qgT1v10SlW3r3Nzy6PQQ57M4yG51vpjz-W3h0khT3DcXM8MGM1cvB3rBrW2gvq1-16DWjqW65cTLP8_P7VZW7KTyyz1L2jwfW3zsbwH73M66xW8RmgKH8sznhTVXkBqy4h8B4_W16_fD31JNY2bW5yNnpn5R9TpgW52KNHv5gMjdgW286mg_6MSMswW3HQL_x79p0DrW26yLkx5tL6XpW6yxDy07-Zy8ZW6sQRGY7Kxr5y3qlf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVL3q905V1-WJV7CgKm9W8wzyHC3Zkjq_VVCz2j67BYl1W5V3sDL3c9CM9W3dcBhM1ww-6YW7x0NC-3MQHl5W5T5bbh42KMhdW5LPC156YYP8mW3-J2-26G5wZFW8L8wj122GFbKW8PGLq_6WZLcrW5-59HF5KXYq5W8Z1RF_7pnMn_W7gsM-R4yyJ1kW46DWyN8xFtJ8W8TS4Rm42mLKYW3ZB7gg63mdcXW3XG8-w1TB42BW3HxBkl1BWk62W4vgCVt4KBfYvVzxpxR12QXkFW47K9gB3ldjFpW6g1QS91nKn_pW6kTlNp1XFJN2W1706mB7qg2CN33DV1
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rise for five sectors, and the forward profit margin rise for four sectors. Nearly all of the 
sectors are below recent record highs in their forward revenues, earnings, and profit 
margins. Energy and Utilities are the only sectors with forward earnings at a record high 
now. Consumer Staples is the only sector with forward revenues at a record high this week, 
down from four in that club a week earlier. All sectors now have forward profit margins that 
are below their record highs, but those of Energy and Industrials remain closest to their 
post-pandemic highs. Energy still has forward revenues well below a record high, and 
Utilities’ forward revenues and margin are lagging too. Only three sectors posted a higher 
profit margin y/y during 2020: Consumer Staples, Tech, and Utilities; during 2021, all of the 
sectors but Utilities posted a y/y improvement. Just four sectors are expected to see 
margins improve y/y for full-year 2022, followed by seven sectors in 2023. Here are 2022’s 
gainers: Energy, Industrials, Materials, and Utilities. Here’s how they rank based on their 
current forward profit margin forecasts along with their record highs: Information Technology 
(24.7%, down from its 25.4% record high in early June), Financials (18.5, down from its 19.8 
record high in August 2021), Real Estate (18.2, down 0.1ppt w/w and down from its 19.2 
record high in 2016), Communication Services (15.3, down from its 17.0 record high in 
October), Utilities (13.9, down from its 14.8 record high in April 2021), S&P 500 (13.1, down 
from its record high of 13.4 achieved intermittently from March to June), Materials (12.8, 
down from its 13.6 record high in early June), Health Care (10.6, down from its 11.5 record 
high in early March), Industrials (10.3, down from its 10.5 record high in December 2019), 
Energy (12.2, down from its 12.3 record high in early August), Consumer Discretionary (7.5, 
down from its 8.3 record high in 2018), and Consumer Staples (7.3, down from its 7.7 
record high in June 2020). 
  
S&P 500 Sectors Net Earnings Revisions (link): The S&P 500’s NERI was negative in 
September for a third month, as it weakened for the 12th time in 14 months. NERI fell to a 
26-month low of -9.7% in September from -9.0% in August. It had been negative for 13 
straight months through July 2020 due to the pandemic shutdown. The 23-month positive 
streak that ended in June had exceeded the prior 18-month positive streak during the cycle 
that ended October 2018, when NERI reached a tax-cut-induced, then-record high of 22.1% 
in March 2018. September’s reading compares to a record-high 23.1% in July 2021 and an 
11-year low of -37.4% in May 2020. Just two of the 11 S&P 500 sectors had positive NERI 
in September, unchanged from August and down from five in July. Five sectors had NERI 
readings at post-pandemic two-year lows during the month as seven had NERI weaken 
m/m. That’s a minor improvement from August when seven sectors were at post-pandemic 
lows and all 11 sectors weakened m/m. Four sectors had NERI improve m/m in September: 
Communication Services, Consumer Discretionary, Financials, and Utilities. Among the 
lowest readings in September, Communication Services was negative for an 11th month, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgMwSW4LjbRG98cbJcW7HBDx66wKnDQW3YdqkK6p830dW68mHqv6qd1rCMWNSGJttkL_W6JDknC6Z9_BDW4QQWCH6QRsRCV-ZPKj5LxpW6W3wvSd47GtBhvW2H4wTr6g_dxBW6BT5pW4jPYW3W6yJ8d28zPr89N15h3mmPb0njW3TBrQ02lZNRhW1KTbwG8CWZhNW2ynqW56f_9SqW3-MVjW4_25-bW3Rv08L5FrtDNW4wqLDY4kg-wpW8xhf6F8GD-RHW9cXqB66-ytcxW53XzMM50JyYm36Fv1
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Consumer Staples for a seventh month, and Consumer Discretionary and Health Care for a 
sixth month. Here are the September NERIs for the S&P 500 and its sectors compared with 
their August readings: Energy (19.6% in September, down from 25.8% in August), Utilities 
(4.5, 2.8), Real Estate (-1.4 [17-month low], -0.6), Financials (-7.9, -9.4 [25-month low], -
3.1), Industrials (-8.7 [26-month low], -7.9), S&P 500 (-9.7 [26-month low], -9.0), Health 
Care (-9.7 [27-month low], -9.3), Consumer Staples (-10.7, -11.5 [26-month low]), 
Information Technology (-11.7 [27-month low], -9.9), Consumer Discretionary (-17.2 [26-
month low], -16.4), Materials (-19.9 [27-month low], -17.4), and Communication Services (-
22.9, -23.4 [26-month low]). 
  
S&P 500 Sectors Net Revenue Revisions (link): The S&P 500’s NRRI weakened in 
September for a sixth straight month September and was negative for a second month 
following two years of positive readings. It has weakened m/m in 10 of the past 13 months, 
and dropped to a 26-month low of -5.5% from -5.1% in August. Before the just-ended 24-
month positive streak, it had been negative for 21 straight months. That positive streak 
exceeded the prior 19-month streak during the cycle that ended October 2018, when NRRI 
reached a tax-cut-induced then-record high of 14.7% in March 2018. September’s reading 
compares to a record-high 25.9% in August 2021 and an 11-year low of -35.8% in May 
2020. Four of the 11 S&P 500 sectors had positive NRRIs in September, unchanged m/m; 
that’s down from six with positive readings in July and all 11 during July-October 2021. 
Communication Services, Consumer Discretionary, Financials, and Utilities were the only 
sectors to have NRRI improve m/m. Five sectors had NRRI readings fall to post-pandemic 
lows during the month. Communication Services was negative for an 11th straight month, 
followed by Health Care at six months and Consumer Discretionary at five. Here are the 
September NRRIs for the S&P 500 and its sectors compared with their August readings: 
Energy (25.1% in September, down from 30.7% in August), Utilities (17.1, 16.4), Real 
Estate (10.0 [16-month low], 10.0), Consumer Staples (8.6, 11.6), Financials (-1.2, -3.4), 
Materials (-3.7 [26-month low], -2.2), S&P 500 (-5.5 [26-month low], -5.1), Industrials (-5.6 
[26-month low], -5.2), Health Care (-9.1 [27-month low], -8.8), Information Technology (-
12.2 [27-month low], -11.6), Consumer Discretionary (-14.5, -14.6 [26-month low]), and 
Communication Services (-19.1, -20.2 [26-month low]).  

 

US Economic Indicators 
  
Housing Starts & Building Permits (link): Housing starts unexpectedly rebounded in 
August, though building permits, a proxy for future construction, continued their slide, 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7Cg-KjW5Hx-1V7DD4lBW8fcJCZ31DFYvW8gCsCx7BbD2BW1vqB6d2D502sN1zKbL2HPVCfW3Qx-XG4LZNPPW2dZHZc4xJPQQW437fnM82H2zlW89p9TL7Zv831W2QR0gJ6_lXwcW9g7y1b7XcxXDW6Tv90v47hP8vW5WcMRJ6sngq5W2MXsTd1ZYXw1W6rs3-4481MFzW7dm2SL3WVfXWVsgp-P7TqdDpN6k7_lB317FnVX-qgd3KfhBhW5WKbf02sLQxTW97Y1NH8KqSgYW5D0jRN93Sg-X36bj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgJpFN291FyDGbQKMW5zTdP82ZDmM-VP4Xxm53B1MwW2SjbDz3FZb1lW8zq4Vl7NxBfbW1yf5SB3Jz4dPW3dfjZV5z07ZkW30KjFy37V6wNW30L35v2kQN_6W3sHLZH3KVNqDW2HQ4Cv7mC4p3W13qg6c6gnCKNW132KqB7HXHHDW29SRSn15HpzsW75SQgD6bKDQTW3QGfnk8HyNSnVS7rJY5PXS_qW6BwSVr3kqKLbW80y5lq4ryV-vW6Q98Zr7VT8SrW8Dv_Zj99-8n4W4W4DZ47S-MNm31HD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWDFb64H2-ggW7NvM2q1btb4lW8pQGPD4QbcyDMQqrVr3q8_QV1-WJV7CgM7tW1KXyC368Fy12W1jDVtX2bLD0zW85L3c767pS3WW5r4bKX87FjQCW1khpcf5zCLFbN2lZfX4fCvWBW6_W4q985HNzVW5pVvJD56Yt78W92zgzj6PBBLtW5xB_pS2DmYLvW48jXwV4vrRYHW6FKc7X3C5h-TW31yVvY3XJNRFW7Y41Yx8BX7fXW5JSQ2L594plLW1QKrJh8bdHkRW6vBT9y4zCln4W5ddHjp5HWy6SW6nKHJb4_BnNxN4B-VVkKzLFpW4sFMl_23kHQpW5lR2py5_YGy139sh1
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dropping to the lowest level since mid-2020. Housing starts jumped 12.2% last month to 
1.575mu (saar) after tumbling 22.2% during the three months through July. Single-family 
starts rose for the first time in six months, climbing 3.4% to 935,000 units (saar) after a five-
month drop of 25.5%. Meanwhile, volatile multi-family starts soared 28.0% to 640,000 units 
(saar) after an 11.0% loss and a 14.9% gain the prior two months. Building permits 
contracted for the fourth time in five months, plunging 10.0% in August and 19.3% over the 
period to 1.517mu (saar). Single-family permits haven’t posted an increase since February, 
dropping 3.5% in August and 25.3% the past six months to 899,000 units (saar)—the lowest 
since June 2020. Multi-family permits plummeted 17.9% in August to 618,000 units (saar) 
after a two-month jump of 16.9%. In August, total housing starts were flat versus a year 
ago, while building permits were 14.4% below the August 2021 level. Last month, housing 
under construction rose to a record-high 1.702mu, while completions edged down to 
1.342mu from 1.491mu in July. On Monday, NAHB released its August report on 
homebuilder’s confidence, which showed that it dropped for the ninth time this year, by 3 
points in September and 38 points ytd, to 46—the lowest level since May 2020 during the 
height of the pandemic. 
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