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Video Webcast. You can find a replay of our Monday morning webcast here. 
  
Strategy: Revisiting Our Forecasts. The bad news is that everyone is pessimistic and 
bearish, and rightly so following Fed Chair Jerome Powell’s latest pivot. Last Wednesday, 
September 21, at his post-FOMC press conference, Powell essentially embraced his 1970s 
era predecessor Paul Volcker’s approach to dealing with inflation, as we discussed in 
yesterday’s Morning Briefing. 
  
Powell said that he will continue to raise interest rates rapidly until he is convinced that they 
are restrictive enough to bring the inflation rate back down to 2.0%. He is no longer talking 
about pausing along the way to assess whether the latest hike is doing the job; he’ll keep 
raising rates until he sees the job getting done—however long that takes, so he said. Powell 
has indicated that he understands that he might cause a recession along the way, but he 
reckons that the pain of allowing inflation to remain high exceeds the pain of causing a 
recession sooner rather than later. 
  
Now let’s consider the following related developments and revisit our forecasts in light of 
Powell’s increasing hawkishness: 
  
(1) Foul mood, the dollar & commodity prices. Like the bad news, the good news is also that 
everyone is pessimistic and bearish, as Debbie, Joe, and I reviewed in yesterday’s Morning 
Briefing. For contrarians, the widespread foul mood creates buying opportunities. More 
fundamentally, the good news on the inflation front is that the dollar is soaring to new highs 

 
Check out the accompanying chart collection. 
  
Executive Summary: Pessimism and bearishness are widespread; from a contrarian standpoint, that 
spells buying opportunities for the long term. … Meanwhile, monetary tightening appears to be making 
headway against inflation given the dollar’s strength and weakening commodity prices. We think 
PCED inflation peaked in June and is on track to fall to 3.0%-4.0% next year. One more 75bps rate 
hike in November may be enough. … We’ve reassessed our economic and stock market forecasts 
given renewed Fed hawkishness. We still expect a growth recession and range-bound S&P 500, but 
with greater short-term downside risk. And we now see the 10-year bond yield peaking at 4.25%. … 
Also: A dizzying review of Powell’s recent pivots. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgV0sVM28Ns5hPFYBW5BZqhT3yQQsKW2zwND48vPrnXN4FJzYcSN6W1N82QlymjKjlSW2njlwx8YVmqPW22x0d-5-rHtYW2bFKlw75ZpVrW2BkPZK4GdJCDVyRKqY4c9zRJN366S78DdwYkW7KSrmd1ZsFn-W32HCvH9cHTL8Vh_NjX8ctTCXW2BXv_5929frYN4bQnGHql1XcW7YhNms8-pWMdW1Vm0T_2-Hp8dW7WcWZ_4p-XQxW9j42948kLw2ZN5V8ZPQkgKwWW7kQ0hY11cpy936Qf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgJjnW6RPlQd1kMtJyW3tqL_p5HKdjmW2G0z4w6l29DtW3VcvJ92yhRt1W4mPjmL9d_yCzW3zjZVB2C1NdsW5GpVXW5Hbs3cW2t4VsP26GdHbW6KqsVz5CgqZdW4_GxL14c2nYGW6tQGs11cbl1jW78M9fw3NZldHVNnnVY3GKS7ZW2T2SjX5bSM3zW4Cytjw4lFMysW81tgbY5dG3hpW88PBDD5MtMPhW8ZHRqK8zWffdW2dzNV677_3ZzW1WbTS14BqZG4W3SDbSh7MZ1QpW30Xp9v8c-6H3W2t1qyk4DzQQpVvCNVR810JqYW37DHTb3TR1cJN4xT1X0yCmPW3f7r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7r3q905V1-WJV7CgJv-W70blmk2yyPrvW1Wqf-22HQ36lW3Nv7nl8xvshmN6393mBXS580W73nKxm3B-ycKW2xrPrL7YjBsrVn63L61Cp3M5W7C0PyT7hj2VLVm9pTQ7lshR2N7jkc77gMYqDW3dg91G2XnH13N8ggYpLS4VymW1FrrNb44GJZlW1RT09r8v3D0_N97N2s4tjW44W6RhgJY3-7TxbW2bg0Lv4JD8GMW429xvn3FzHZQW44FqDV7WZ3WCW6F-5y42CGlG-W75cvqv6Xk9K4W42Yn6J8W6cyfN19bC8jk2XPtN2R3NHybcJV935Fw1
https://www.yardeni.com/pub/cc_20220927.pdf
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and commodity prices are tumbling, suggesting that the Fed’s tougher monetary stance 
may bring inflation down rapidly. 
  
The JP Morgan trade-weighted dollar is up 11% ytd and 13% y/y (Fig. 1). The CRB all 
commodities price index is down 13% from its record high on May 4 through Friday of last 
week (Fig. 2). On Friday, the nearby futures price of a barrel of Brent crude oil was down to 
$86.15 from a recent peak of $123.58 (Fig. 3). Here are the futures prices for 3, 6, 12, and 
24 months ahead: $83.61, $80.37, $76.87, and $72.26. 
  
(2) Inflation forecasts. Debbie and I believe that the headline PCED inflation rate peaked at 
6.8% y/y during June of this year and that the core rate peaked during February at 5.3% 
(Fig. 4). Their readings during July were 6.3% and 4.6%. We still expect to see both ranging 
between 4.0%-5.0% over the rest of this year and 3.0%-4.0% next year. In other words, we 
are not changing our outlook for inflation. 
  
The FOMC’s latest Summary of Economic Projections (SEP) shows the following medians 
for the headline and core PCED inflation rates: 2022 (5.2%, 4.5%), 2023 (2.8, 3.1), and 
2024 (2.3, 2.3). We doubt that inflation will come down as quickly as the SEP forecasts 
imply. 
  
(3) Interest-rate forecasts. Melissa and I expect that the FOMC will vote to hike the federal 
funds rate by another 75bps to a range of 3.75%-4.00% at its November 1-2 meeting. That 
might very well do the trick—i.e., end the tightening round. The top end of this range is still 
below the 4.4% and 4.6% median forecasts for 2022 and 2023 shown in the FOMC’s latest 
SEP. But it is close enough. 
  
The two-year Treasury note yield rose to 4.31% yesterday. It tends to be a good leading 
indicator of the federal funds rate over the next 3-6 months (Fig. 5). It also tends to 
overshoot the peaks in the federal funds, i.e., the “terminal” federal funds rates at the end of 
monetary policy tightening cycles. The nearby federal funds rate future was 3.76% on 
Friday. Here are the federal funds rate futures for 3, 6, and 12 months ahead: 3.75%, 
4.56%, and 4.67% (Fig. 6). 
  
We now expect the 10-year Treasury bond yield will peak before the end of this year at 
4.00%-4.25%. Admittedly, this yield has been rising faster than we’ve been raising our 
forecasts. Ever since the pandemic, the current business and investment cycles in many 
ways have resembled a video about the 1970s on fast-forward. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgSNzW35vC1l27qHhfW33NfmL7Rtcm-W5nVvQv6bQ8RpW28F9vD5mXKj_W16C2qY4jxKzvW458C4W524zz2W2rFNgz4GZlwTW44PZWD3WFdRTW1_VLG32ZJ4vjW52bdzg3jH0JmVlZpCK6K0dNsW40vF5S7369BjW5jKFp768qrh1N3-SVXj8kFcbW5F2ZKY7vQW37VvdR6W6pKHNDW2jz42-1jh7psW29V4BL3bV7j_VR4_zC83mR4hW5zRBLs78sK2hN34-F8ZT7cRMW89tPlt4Tbk1F3lVX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgSN6W25XHq33Ptd4RN8vVFLSVY12mW9jXKf58MFWBTW7Mv-2z55TFP2W1ccXcg15MLskW68swpw5sMcBtW1Y1fZG1ckGk9N4Lk-5slt-mnW4fhC5z3-T4VzW2fZztM1Q69dXW4jkPvT8-GbxzW7VLVsj2X4wBfW2g1qkY56ndNqW4SFTxp6BW0fkW3zGYhJ7yKTd9W6Rptn75C3KgWW5zY9jC9bz2l1W9bXYPq51cG-BN4pf9YsYLY5bN1Vd1175pFc_McqbKBRnF8kN6qhsj_TmhXf3hfx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgHF3W8Q1W1b88rcCCW3lLd-065bTwNW1vb2254828Y8W74cgbF7P8RPLN7SbPKMvL0lkW8vN6Dx431S0fW13srn652nBvmW9bclbR7rQj76W1lJ5cH3f01vKVRQVpC49Gn-MW71BjDl208c66W8jZttM3j0TW7W8gTFN-4B5dWSW6jX2Z02WMQGlW1MVJ9d2tz4kKW90mMQ_77G09mVhML6w83N4vpW7vqQXY3DHLR1W3Vz0Q_95W591W5HjmQ7660v4lW77TBHz8xrLh-W1VLGRV7dYG_-3jLZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgSBDW4YT7T912FFDkW6TrFGY7Q8LL5N8t4pkNtCW6jW3l8-3X47qpDlN3wMc1Z1swKCW2b_kgG3BF0xdW157SfP1p0NqZW29Zh8b2cj_x7V5Lr8V1c4GMdW1X6yxz7d4L0xW2NKlyS152fzbW9dZgRR5fPN9KW7vwl7W14dclPW8nLDWq3PWcVqW4HDfph2ryzXzW60fQC85-cPM8W35753B2hdspTW3Plghb7N0R07W4bTY0z5ycWbgW95-pkp1WqvWPVgq5wg10qD3PW4vfPMd4vLY3Z35gK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgXS0VZVcbb7WVj_8W6mbcmq1165FRW3BnDnT5WzsyGW5h5GVC1kWykKW3nyKHl4-TYfvV7pZtT4Qtjc0Vf6dfT3PvPK0W3dXL_G7ZhFClW1zhL5z6x52WyW57gC9L8mzkBDW59vR-l7V3_3TW8f11zL5Lhx66VDLPfW39l4psW1Rf0qq8BMbGRM6p54j5CnRFW4V8yTj1ch_VwW6VNBsY6L6___W2gMg4F7y6Yd5W6LD3Cx48QgmjW2Fn8CD2tqlmSW1xCwvG55YMvWW3GGFyj2LhXgVN2VLm-GWpXBQW1SWLw95MqtThW2hsJgn8-CyFVVJ85w4903Xgz38711
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgYsnW2_nJFV2jDRz8W3R5KN88ZMjgrW4p2f8q7-KWk7W8Lp7rF3hlgXtVwWKR169k0r_W5YxZDL1tk3ZLW1gp5Pd4S3GgqW6Tk-dc3J4gFWW2JzKDL2btn6HW1bdz3L3BZXKGW3dRnLw1TKNtGV2SJT58TSRM5W6BrhVP4PGg3yW1tq3Qb79GPybN4Fmzrzg8CjRW6cNhTV9m07zSVFy6Gh3mxfBqW5TxW7_8XNlPwW21QV5930sH5wW24QFK52TRZhNW1sGpsk8L0q_QW3f8S-14952qM37f31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgKTCMgMDmlT_rCKW6KDg026HqGfRW171dwQ4LjDNNW1l-9626vsj6dW23Cyvh5XcbmKW5-4GRq5g56ZRW1TGpb08h6WP2W5jxlfd7rkysXW6xt3xl1Z5cnZW9d4qJT90FRB0W6GQBYY1PJv7cW1vtP3b6WfpHsW46q4yW3-P8f2W6vKxsx5py6llW7JXJ_l8MbFFYW3N_vNq5glwY-VQcfR78vNrlfW5jmZbf4PwCkmW1y755966yWK_W9fbfq91RrLsrW6YR-2n4CqldzW2W-wtN7nNrkz3hLy1
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(4) S&P 500 forecasts. Joe and I have been projecting that the S&P 500 would trade over 
the rest of this year in a range between its August 16 high of 4035 and June 16 low of 3666. 
Yesterday, it closed at a new bear-market low of 3655. The next major support level might 
be at 3386, which was the February 19, 2020 record high just before the pandemic (Fig. 7). 
  
Notwithstanding Powell’s hawkishness, we aren’t ready to change our growth recession 
forecast for the economy. So we aren’t ready to change our forecast of a flat outlook for 
S&P 500 forward earnings around $235.00 per share for the rest of this year (Fig. 8). At 
year-end, this would also be analysts’ consensus expectations for 2023. That’s consistent 
with our forecast that the growth recession of H1-2022 will continue in H2-2022. In a hard-
landing scenario, forward earnings would be much lower. Using our $235-per-share 
estimate, here are the forward P/Es at S&P 500 levels of 4035 (17.2), 3666 (15.6), 3386 
(14.4), and 2237 (9.5). 
  
The forward P/E was down to 15.5 on Friday. We’ve been estimating a range of 15.5-18.0 
for the forward P/E over the rest of this year (Fig. 9). If forward earnings is $235, the S&P 
500’s range for the rest of this year would be 3642-4230 (Fig. 10). 
  
(5) Feshbach’s trading strategy. Our friend Joe Feshbach, trading strategist extraordinaire, 
thinks that the market is getting close to a significant trading bottom even if it drops below 
the June 16 low. He likes the jump in the CBOT’s equity put/call ratio to 1.02 on Friday, the 
highest reading since March 16, 2020 (Fig. 11). He also likes that sentiment indicators 
turned so bearish again so quickly. 
  
We would add that the rally from June 16 through August 16 corrected an oversold market, 
which is now just about as oversold as it was before the recent rally, with only 13.5% of the 
S&P 500 companies trading above their 200-day moving averages (Fig. 12). And Investors 
Intelligence’s Bull/Bear Ratio was back below 1.00 last week, a bullish contrarian sign—for 
long-term investors, not short-term traders (Fig. 13). 
  
The Fed: Pragmatic (Serial) Pivoter. In my 2020 book Fed Watching For Fun & Profit, the 
chapter on our current Fed chair is titled “Jerome Powell: The Pragmatic Pivoter.” When I 
have some time, I’ll update it to reflect his pivots during the summer of 2020, the fall of 
2021, and the summer of 2022. He has become a serial pivoter. Here is a brief review of his 
most recent pivots: 
  
(1) Summer 2020. Under Powell’s leadership, the FOMC turned “woke” in 2020. The 
committee's August 2020 Statement on Longer-Run Goals and Monetary Policy Strategy 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV6S9kQw3V7Wycr7CgRK9W1ZnrSm7Gn5lYW3_clbP6RpfFJW5VxHm98cYWpsN1-7HxZ4QyQhVbB_H619knHLW6rrb2r4kb_g6N2lC1602K5fRW3fvCkB3Btt4sW9bLbdj508dfnVhM2qt1hnQ2nN9hD7Hvx9fgMW7Kfw5x6FwWQQVDGRng3J1n7_W2_pRCF9ldq0DW59g9HF1JZpz5N7vWhHYLk3zYW71D2Cj4h3W69V5w27V1Mmc--N9fC6gF2GgP1McxVrj66JWpW2ZQJ1K51vXPFW6VN_4J2tWbzNW978YfJ8v2W2GW1jvF986PZyt0W7CjzYh7ctkXGW7jsGq37BMlshVNrGYT1XrCc1W74kZ6k1wpJn1MXXFsG1tKb5V8hX_W939Wg1W5MkjLt6qhvyWN5S57ngfCnBmW7qtV6c7r6T6CW2q7bCD7YdbY6VVt6tz7cDvQnW7TM5G38q6kxFW785yyT5FhT7dW5fzL9w6Xp0HlW2Jv7XS3fbDNdW4dGDg46dY1vlN1MDrFKfgBdXW89W7Qr6vhrHDN5wGxyvcXv0XW8yXyX13fWD2VN3sFtpYlj4P6W515Z0v6nvKF_W2tCX0_2mx1fHVpbzgG1vZjfNN1scm9k9vtmWW3wS2h65tRSJnW2-t4gv6j9db6W1x_gPZ4vd9LQW3wdg353SDrY0N3Kz99tLLQk6W7CC5n76ZcJl1VYk-1J5C4-XXW4wtQRq5SW7t2W4t8xGd4Sd0xjW1pBGzr43knnsN4WPwCVpnPPJN5SR4qtNhg94W8CySY-8NtW24V6y2HR28mMgCM2wsmGTFyvFW8JGskg1hCw6XW4bGkrJ85vLWxW7l8YTH3C5JPXW5hlHby2xMyZ83f7H1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgVbWW7Gg4Xp2Bk01pN6vmQZxF5H6fW2RGTHH1SltrJW9hss4782p7XJW6pTL157_ywPpN11ty5gW2SgzW6W2lG92R8v4QN55WZNLXfdqTW3qWS1D8C4nj3W47rwZ28GFpPKW4C8mW15hyH8rW2_1hpv8TbjbkW2r1n5_5NZqcmW4w_0Kn5y1xMTW7zphzw2Pf7g1L8Yy9lpr6DW5N4NBk8Vnp3PW5qcjyc8j960YW3f42gc7PvFqQW6Mfwdk1m46-WW87ZZ693ZcV1ZVP7n603NKPwM319S1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgYBDW7gDTvh3DMFBSW1LKslx39HTVNW8L8SQ25DT3YkW6w6nxy58K9YFW3KGqQL524Gz8N8yFXmlq60GKW1Rfsxr37z3JKW4WB-rG42M0sHW8rCKNc98Zx1JW3tqP-B5-8mX8W6WWXpH7pJSg9VF4-zj65XBbqW4BqqNp15nb8xV63XG92T1m9GW1lKg4P1Y8vwCW7_xJBQ20VFXzW8RzDJB2JTP99W57WHsW1m1xGJW5kXyhJ3ZJrzJW1sT5p74rPBP6N2WVlcnTh34WVzMhGx1fn3S83cf_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgWLZW6ykXxv2XC-FJW7tGqJG1sqMSCW7CDqKW4bcJ85W74YzdR1DK1rkW8lC9KH1NG03VW5XQ9Cz6cgghZW68bWGR5rdmKSW5r5tqk3N0LcXW1Xt50Z4g0mcPW4gt4GX1DM-7GW2tT0_S1XQTgVN21mV6g4Drk-W2MyXnV16C8BGW2NXrvV58T4ZQMn8WBq8mSgHW75dxnm5HX5PfW2xqW4D9c0g5wW6DTZhy42MKdRW2MchrG2l3LxfW3f63k72hwySFW9lH6T85skj1cW5LPhGL8sv6hR31GJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgLWnW2Xhckt7dgp7BW5rnfL75TjGdzW3f7SZF904-P5W44RfV44dCfs4W7WkzRv2-Y_zqW3VGKQF4J7XW8W8Plz1j81CS0fW2mwTxF411vc7W3csFP-8-GBk4W7jY2Zb608JRLW5XF_127Z9pN1W4KqSYF7k3fllN1vyX75TGSL3N6P7QNTX6c-CV9716c5qRbhsW2q7Sqr21qZ8vW35pN5_4D9NjhW27jPv8556JhxW8_4pSS31lQQKW5KrCQG5CGFPkW5mh6j-2P5XDVW2l1HRf1t-xMH33d51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgDZqW2xJVXW92vQZVW4v5nB74hdnkzW6mmfYr7h7CBYW3jFtVz2VTF1PW8BLtft9jxntPN3BpNDJWxRBlW66r_nG3_n3MMW9fGg2c4tdybwW66d-bP1z5lY0W7JrkDr8K4vYLW2fK8km8tjPNSN5DPMFsBy3MMW1kTFyJ84hRpKW6L5RhH7hnlKKW2m44HH7nRmkFN6T5ZfBvHZKtW4xGvdG72d_TrW4FDBCM8vj_sjN83NcN9pykcDW3QyWTx57bDJHN2-WJfJCYd_WW5pFt_k1vbZnV3m8J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgGr2W16fX1X1lRD1NW4KqcBy2R8FBHW5CZC9010_7rmN12xrRL8-wgrVV3JzQ3fQQmjVn69Nh8KjwJ5W7HNgcS1qB_yxW2YZsld5PSdR3W4X-vPj5Lv_x0W3Hc3m04slvchW3Ddvnt1F3vQZW7dh9l_8RykQCV4dVmW4zQ3jLW5pcBkh4bF4nkW4JNNrs3gpwsXW6fqRKv924J1mN1FxT41Y6F5DW2Lwx_V1qVDmjW3WTjx84DtfWxW1fTrHy8_Q1bxW77khkh307rTnW35ckZ67BY7hF3j031
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgKhkW8z9smc7knyN-W5lQw4L4VtlxXN5FD99CPMXGqW1WR4qc1CsRhmV6xh5C5zSZd1W5XYWBx3Kf77HW8ZTdwx3L7gtmW5w03lM4fyXrPVJn_6G9lGMGxW1ZzHvY5s5hmQW3XtDh22Hv2lqW22Z_8t6dwc-SW8x5lSH6_jwBZW5Xv31g4KfyvwW5h3C317MGhFhW1vm9zP98qChbW20rylp83Zp9pW5zJ7hh14hqJyW6tSWLj3W1BfKW45-1Sl1F4WqbN89qGJ3qQjfrVZXJ--1hj_GlW5wfxHK6-yr5ZW445mdF4w3TYfW938l8S5wrCBzW6bSvRn5lYWVp3fwM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV775nKv_V3Zsc37CgXmQW5ydDkz2ptdSfW5BngpT25-zTZW70PjFh6jXm4hW2sfrk722MJ04W5RNXx68k1rqFN4cXNL1Gtl6gVhpJ3y89hJ34VvDmSr5LM4sXW5-lBxf89MdzhVND6lQ2fZwJyW38Sr-C7-PB2FN5QtPdsS4Q4bW3P1Y7n5PXc1nW1KH2Z_65RkNfW6_8RxN2J8GY_N4BL2SbB_HwLW38fRYx7sfQL_W7PqNQC4JB525W1kDbWM3wB6QhW6w9mqd6fSCPPW70VY1L1j_Q6rW1YSwzc6HWDDRW8kQsdg229cNxW7xlknS6w8VpRW1k8Kd37QmcgpN4wpmnJJPsqkW1xShp28lbKdmW1KXQSZ1cS3spW1HGyDF73sZbyW4XPYyR11v4DzW84VVRd7hlJmhN5T6NM2ZxXttW85dp1L771JnqW1dmSmW2Z4DR1W5vXKk41lRFPPW52Sttx2krC7SN1s82xLVLQ5qW3PS-Wv80dyYN3lZc1
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broke with historical precedent by prioritizing “inclusive” maximum employment over its 
stated 2.0% inflation target. Also in that statement, the Fed embraced flexible average 
inflation targeting, indicating that it now would tolerate inflation overshoots to compensate 
for prior inflation shortfalls. 
  
By maintaining ultra-easy monetary policies through the first half of this year, the Fed 
succeeded in lowering the unemployment rate to a recent low of 3.5% during July. In 
addition, the ratio of job openings to unemployed workers rose to a record 2.0 during March. 
The result has been a significant increase in wage inflation, which has spiraled into price 
inflation, thus eroding the purchasing power of all workers. That has been the unintended 
consequence of the Fed’s wokeness! 
  
Ironically, only six months after the August statement was issued, the PCED inflation rate 
jumped above 2.0% during March 2021 and never looked back (Fig. 14). The Fed’s new 
policy caused the PCED inflation rate to jump from its “disappointing” 1.3% annual uptrend 
that it had maintained since the statement was first issued in January 2012 to its 2.0% 
“desired” path by April 2022 (Fig. 15). 
  
(2) Fall 2021. The rebound in inflation from H2-2021 through H1-2022 forced Powell to turn 
less woke and to refocus on bringing inflation down. In congressional testimony on 
November 30, 2021, Powell pivoted by conceding that inflation isn’t transitory, but 
persistent. 
  
The minutes of the FOMC’s December 14-15, 2021 meeting were released on January 5. 
The word “transitory,” which had previously described the Fed’s outlook for inflation, was 
mentioned once: “As elevated inflation had persisted for longer than they had previously 
anticipated, members agreed that it was appropriate to remove the reference to ‘transitory’ 
factors affecting inflation in the post-meeting statement and instead note that supply and 
demand imbalances have continued to contribute to elevated inflation.” 
  
(3) Summer 2022. Powell seemed to be pivoting back toward a more dovish stance at the 
end of July. Stock prices rallied following his July 27 press conference after he said that the 
federal funds rate was now at “neutral.” He said so right after the FOMC had voted to raise 
it by 75bps to a range of 2.25%-2.50%. Stock and bond market investors concluded that the 
Fed was getting closer to a restrictive level of the federal funds rate, implying that the Fed’s 
monetary tightening cycle might end sooner rather than later and at a lower terminal rate. 
  
Powell scrambled to convince the markets that he was really very hawkish. In his short 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgHvhW6-l_zw74DNnlW6HM0Dc1PqBwfW7d8s8P3Wcn1VW8KRYqN2RvM94Vnj6B17zt06rW62vKlP28Jk_RW64FqkR2sZHNLW8nlcsv2x3cYSW5vly9p5sPMY8W2M8knL6tdby3W616mdg70JPrmW1QKPvM698lyCW851DqV5460dVW3h4k8348J7wGVLW8_y8fmtG6VV8K6j1zsyNqW1TZgfg7XR3clW7kPXl47GqYklW2WbN368z2MxRW2P3n3y1yWKFjW24_lCf4KLjbNW4NtHCs6XBtFT3cST1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgZksVDn2cP8TZlJgW4zgTMC6Pc9dLN2wfz4kCHn0tW82QV-_1y22X6W2BWrL671VqB8W1Z2XYx5JxGgXW2-CpDs2CBV8zW6GTzFL6XFVWxW8YJXQM88zcm7W1d-nGZ24JQ6CW1v5gxN8WzPjrW7g5JdY1jwXVlW60Wh4-1R93WVW6GfQ7H34GdTYW904HT95yQvzlW8xb9PB2hQXcsW7-MPZ_5nVWDjN35jc05FxLgjW2NKr5g5HZQH3W4kNNNX28rLNgVs0ckg4KqJB_V6kDVc5hlV2F3qhD1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgZxGW5yTXg22WWNDSN7-hy03sd0R3W9hX2r_4ww-ftW4JDztq2DvxGDW6K8cLC8-l_4bW35j2Qt1RqZKGW2Pjfwd3sVqc6VvT5Ll7C4bcyW379vjc2dWfwHW4t421-2Hy6jxW66TX6R3nx65jW6JCCj26M_jgMW7H19xR1CZWNFN81F6xThkqjGW2vMTM851kf0PW1tnq2b67n552W8yPRz76Jfr1WVF8Pq46Y9JhdW4pPJ0M1h2zCgW4zWS5R3VHbC3W3pPV4f6MCtFCW2d10nX8gckV1W8mjz-w7rgdc-W47d1_P2RXSDtW5F8nCg31QPbKW7sryx-99rbt0317z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgM88W7NXtvf1NYbZ5W34h2lm4RkNyfN21NzLTRPqNlVKlQg-4_WqrLW98CtyB7dK3fSW1m37Lm4Y2XqzW77S4Xk6ZH_JvVBg9w83QvpMyW2QFvjp6Kng_8W1mrDfv6cvzdYW1kj8g_5gnHgcW6JV5ZB1qhFHdN5nHYkpyGFsJW7mHFBH79hch7W24KYHq3KKGdGN73SzVj8XpbgW7C7fJW9gtt1bW1cZf9z6SXr9DW98Tn--6pQBnyW7ZhQtf7bDS_nW16KsLl90LgK2W1LXdzn7cLq4QW1W4plW81ZTCsW84bxFM4YFlMWW1lfdDN95d0rfN8tnlxCbClBX3fgf1
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speech at Jackson Hole on August 26, Powell buried the notion that the Fed might lower 
interest rates next year. He said, “Restoring price stability will likely require maintaining a 
restrictive policy stance for some time. The historical record cautions strongly against 
prematurely loosening policy.” 
  
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.’” 
  
In his September 21 presser, Powell characterized the latest federal funds rate range of 
3.00%-3.25% as “probably into the very lowest level of what might be restrictive.” 
Undoubtedly, this won’t be his last pivot. 
  
(By the way, an exclusive free download of my book is available here.) 

 

Calendars 
  
US: Tues: Consumer Confidence 104.0; New Home Sales 500k; Durable Goods Total, 
Core, Nondefense Capital Goods Orders Less Aircraft -0.5%/0.2%/0.3%; Richmond Fed 
Manufacturing Index; S&PCS HPI 20 City Composite Index 0.3%m/m/17.0%y/y; API 
Weekly Crude Oil Inventories; Powell; Bullard. Wed: Pending Home Sales -1.0%; MBA 
Mortgage Applications; Retail & Wholesale Inventories; Advance Goods Trade Balance; 
Crude Oil Inventories & Gasoline Production; Powell; Bullard; Bowman. (Bloomberg 
estimates) 
  
Global: Tues: Australia Retail Sales 0.3%; BOJ Monetary Policy Meeting Minutes; 
Lagarde; De Guindos; Pill. Wed: Germany Gfk Consumer Climate -39; France Consumer 
Confidence 80; Italy Consumer & Business Confidence 95.8/102.1; Japan Leading & 
Coincident Indicators; Lagarde; Elderson; Wuermeling; Cunliffe. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings fell for two of these three 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7L3q90pV1-WJV7CgD9CW6G-WPH7Qf7fQW8_PvZf8HDPNRW5wwR1q6Z2vj-W5mbYWG4wgNshVHQtdf9bc_xpW2tFHvg3jNknbW8ZRYb494SNvRW2p61hw4fjBFpW3TTHBQ5-KjrqW2F21-85ZPG3VN3kR-J6svg48W6H1WpP5ynB4xW97Cz_q2P9Ff-W5xNjTj8jjBFhW1DlFGb6tlMB7W5PBk5q7GyVBvVBymNT4k0fK3W21Pl0m3tCcqQN27NjSN8Yss6W6-8ljP7g-086N8-vV2v2h-Z_N8j_wZYv7SgYW7SqNYM1LdbMsW8qfGV177yTw_W2FJWs62TBYcHW8bl_Qv6mQj9W38qg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgV3sW4FY_5-72rp7jW4H8hTK4rNVwwW2rF8qr7S34qZVfN5yk4jYMt2Vyqm2x4DXq7QW7___ch95G-DSMN10d-t-ZlYW8PgBGH6KBSRPW8N-HKq5PN7n9W42Kcg48z0cyWW5fFdCw2WcR73W1PM4nB4mkkkDW308V455fs_0cW41txwd3pNqQCW7DYkkc5XmvTDW5qBxsj1kLYS9W3-0WW84q6nrBW7Pbtrp8vHg80W3D4qt33rDlgXW7M5-F69cx0_zW3zYQyg1Fyj8DV33pwj1zg1Mf3pmN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgSc6W4Y3B8h3tnWcjW4Hy10y5sDQNYW3_cHbG1-x8bXW162Ygy4svC9yN1Q4bwvJYzGqMMrvTNb-xM2W6nB4x37gDLjQW62_3CR8rLfx2VX0KMr9k4VsnW8Wk3Sv4Fs1CCW4m8LxC2tvK52W3pykdn91R8zNW38HsFH2Bc0bxV46hfJ4lrylzVt61zr2qhfv4W4_Fl8V5_HqY4W3KfZV-15-2kdW6Ck_tY27YnBqW4g-L2y2RTZjNW4H2_mG3Y2q0hW1sGqFy7y1FGRN8BRVmGLVQtB3frr1
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indexes last week: LargeCap’s was down for the first time four weeks, and MidCap’s was 
down for a third time in four weeks. However, SmallCap’s forward earnings was up for the 
third time in four weeks. For a 13th straight week, none of these three indexes had forward 
earnings at a record high. LargeCap’s forward earnings is now 1.1% below its record high at 
the end of June. MidCap’s is 0.5% below its record high in early June, and SmallCap’s is 
2.1% below its record high in mid-June. In the latest week, the yearly rate of change in 
LargeCap’s forward earnings was down to an 18-month low of 10.5% y/y from 10.9%; that’s 
down from a record-high 42.2% at the end of July 2021 and up from -19.3% in May 2020, 
which was the lowest since October 2009. The yearly rate of change in MidCap’s forward 
earnings eased w/w to an 18-month low of 20.4% y/y from 21.3%. That’s down from a 
record high of 78.8% at the end of May and compares to a record low of -32.7% in May 
2020. SmallCap’s rate ticked up to 16.0% y/y from 15.9%. That’s up from a 17-month low of 
16.1% at the end of August and down from a record high of 124.2% in June 2021. It had 
been at a record low of -41.5% in June 2020. Companies have been beating consensus 
estimates quite handily since the Q2-2020 earnings season, causing analysts’ consensus 
earnings forecasts for 2021 to 2023 to improve instead of decline as is typical, but their 
forecasts are stalling or heading lower now. Here are the latest consensus earnings growth 
rates for 2022 and 2023: LargeCap (7.5%, 8.2%), MidCap (15.5, 3.0), and SmallCap (11.2, 
8.4). 
  
S&P 500/400/600 Valuation (link): Valuations fell across the board for the fifth time in six 
weeks for all three of these indexes and were at their lowest levels since mid-June. 
LargeCap’s forward P/E fell 0.7pt to 15.6 from 16.3, which compares to a 16-week high of 
18.1 in early August, a 26-month low of 15.3 in mid-June, and an 11-year low of 11.1 during 
March 2020. MidCap’s forward P/E was down 0.6pt w/w to 11.3 from 11.9, which compares 
to a 16-week high of 13.2 in early August, a 27-month low of 11.1 in mid-June, a record high 
of 22.9 in June 2020, and an 11-year low of 10.7 in March 2020. SmallCap’s forward P/E 
gave up 0.7pt w/w last week to 10.8 from 11.5. That’s down from a 16-week high of 12.8 in 
early August and up from its mid-June reading of 10.7, which was the lowest since it 
bottomed at a record low of 10.2 in November 2009 during the Great Financial Crisis. That 
compares to its record high of 26.7 in early June 2020 when forward earnings was 
depressed. LargeCap’s forward P/E in February 2020—before Covid-19 decimated forward 
earnings—was 18.9, the highest level since June 2002. Of course, that high was still well 
below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares to the 
post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s 
P/E yet again last week, as it has been for most of the time since August 2018. In contrast, 
it was last solidly above LargeCap’s from April 2009 to August 2017; MidCap’s current 28% 
discount to LargeCap is near its biggest since September 2000. SmallCap’s P/E was below 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgVNPW8bw-5B7-gdZHW5Vnm5G2YlB-dVyfGTc6L5wW-W6_4dt23Hw1CKW3V0M245wCgdMN1_CJVd3rvgVW75pz4K35nvtYVsxctW2C1rSfVqQQwz7hxDvjW4GMvfj82sss5W7pMKQq5ZCDNsW3DK54256qHQgW16GdLL2GP6d6W3tm2Kk4rYs-HW48yR9X6XCSdhW3_k4KB84BzXLW8cQmww8xLf6sW8c9CRc70KBKTW2mxmBY3WcjvGW1JKY6n1K30XkW496Crv1RXxm9W2kZ4CZ4k0PnB34Z11


 

7 
 

LargeCap’s for a 110th straight week. That’s the longest stretch at a discount since 1999-
2002; SmallCap’s current 31% reading is near its biggest discount since February 2001. 
SmallCap’s P/E had been mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E 
relative to MidCap’s, it was at a discount for a 67th straight week; the current 4% discount is 
up from a 9% discount in December but remains near its lows during 2000-01. 
  
S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022, and the 
declines have accelerated for Q3-2022. In the latest week, the Q3-2022 S&P 500 earnings-
per-share forecast dropped 0.9% w/w to $55.66, and is now 6.4% below its $59.49 forecast 
at the start of the quarter. Analysts expect S&P 500 earnings growth to weaken to 3.3% y/y 
on a frozen actual basis and 4.6% on a pro forma basis. That’s down from Q2-2022’s 
blended actual/estimate of an 9.9% y/y gain on a frozen actual basis and 8.4% y/y on a pro 
forma basis. Double-digit percentage growth is expected for just four sectors in Q3-2022, 
and y/y declines are expected for six. That compares to Q2-2022’s count of four sectors 
with triple- and double-digit growth, three with a single-digit gain, and four with a y/y decline. 
Here are the S&P 500 sectors’ latest earnings growth rates for Q3-2022 versus their 
blended Q2-2022 growth rates: Energy (118.0% in Q3-2022 versus 295.5% in Q2-2022), 
Industrials (26.4, 31.6), Consumer Discretionary (17.2, -12.1), Real Estate (10.4, 13.1), 
Materials (2.0, 17.5), S&P 500 (4.6, 8.4), Information Technology (-3.4, 1.5), Consumer 
Staples (-2.6, 2.2), Health Care (-4.0, 8.7), Utilities (-7.2, -3.7), Financials (-9.2, -19.3), and 
Communication Services (-15.9, -20.3). 

 

US Economic Indicators 
  
Regional M-PMIs (link): Four Fed districts (New York, Philadelphia, Kansas City, and 
Dallas) 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 -6.9 from -8.7 in August. Manufacturing activity in the New York (to -1.5 
from -31.1) region snapped back near expansionary territory in September after falling deep 
into contractionary territory in August, 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, 
and Dallas’ (-17.2 from -12.9) fell further below the breakeven point of 50. Meanwhile, 
growth in Kansas City’s (to 1.0 from 3.0) manufacturing sector is fast approaching negative 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7r3q905V1-WJV7CgRczN68Vklv89LBdW6Gp1Dk5wcT0-W8P3jHt2ns2xNV7KPRZ5hQG4wW83q6-r8NB6gWW6LkWrg1wrR7wW3ZMZWn8SDD3MW5dY0Dn54NyKcW21SFZD7g6CH4W1g-FP33yH14hW8ZCbGW4cW-d_W1k6bJr3zkKWsW9bt7SV33BYr-W97ywv33T-wVWVVFCwJ5cD0PGN4Jb5nwkvtCXW6B7bxF42j7hwVbZQf-71kTjPW36l0CM6V1Sj5W65ghJ517mWWsW250L6m4HhflHW579NzD9kRClPW4671Hm7b15M7W1hmJfK5z_Zty36mV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV7r3q905V1-WJV7CgYsCVCwKJF3JNWr3W936kY-51xhfrW8KtZk485TK4xW5j-VxP7n_Y5JW5XRHJF5r8K-jW22nDLb8SYQ5PN69_vxyRRgZJVHGcxR560jJtW9501L93P9-S6W55VyMl7p0ZmMW6hXDYZ8pfylGN3wB_yQd1m0MVMMV7T5rd4gjVrvrNQ3P9_hjW2HGFvg6TBgYQW4MvGn-10KBvbW3w6SKK5GLtj9N3m3QfZvjS8bW4wVMMh6wK7rkW1_l-hF5fDTF-W3MvXgP85B1XDW1nWLng5t6nLGW628zbg490HgVVSSNwc48vb0n32ck1
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territory, falling steadily from March’s 37.0. New orders (-7.8 from –13.8) contracted for the 
fourth month in September, though moved off recent lows, contracting at roughly half 
August’s pace. Billings in New York (3.7 from -29.6) factories returned to growth, though 
barely, while Kansas City (-11.0 from -16.0) orders contracted at a slightly slower pace. 
Meanwhile, Philadelphia (-17.6 from -5.1) orders growth fell at a considerably faster pace 
than last month, while the decline in Dallas (-6.4 from -4.4) billings was little changed from 
last month’s rate. Employment (11.7 from 14.3) continued to climb this month, but the pace 
slowed for the fourth successive month (from 24.5 in May), as factories in the Philadelphia 
(12.0 from 24.1) region hired at half August’s pace, while hiring rate in both the Dallas (15.0 
from 15.6) and New York (9.7 from 7.4) regions held relatively steady and Kansas City’s 
measure was unchanged at 10.0.   
  
Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for September from the New York, Philadelphia, Dallas, and Kansas City 
regions, and all are showing a noticeable easing of inflationary pressures from recent 
peaks. (Note: the New York, Philadelphia, Dallas, and Kansas City measures are diffusion 
indexes.) 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. Kansas City’s measure edged up to 
41.0 this month from August’s 21-month low of 38.0 (it was at a record high of 88.0 last 
May), while Dallas’ (37.1 from 34.4) also saw a slight uptick, though is considerably below 
last November’s record high of 83.3. The story is similar for the prices-received measures: 
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 Dallas measure eased for the sixth successive 
month from 47.8 in March to 18.1 this month; it was at a record high of 50.9 last October. 
Meanwhile, Philadelphia’s measure picked up a bit to 29.6 this month after slowing to an 
18-month low of 23.3 last month from November’s 62.9 peak, while Kansas City’s also rose, 
climbing to 27.0 after sliding to a 19-month low of 25.0 last month; it was at a record high of 
57.0 in April.  

 

Global Economic Indicators 
  
Germany Ifo Business Climate Index (link): “[The] German economy is slipping into 
recession,” noted Ifo President Clemens Fuest as September’s business climate index this 
month tumbled to more than a two-year low. The index hasn’t posted an increase since 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgCcMW8TYJr599jCqGW49qGlf53ySJdW1FKtVW7c-HZwW63X41n273jypN6ZqrByl7vkSVzG7fS8GXhD2W21JN_p4Dn5mMW1Znc2Z4PJsMVW5_vcvs3dXw31W2lSWFs5XPVkvW2xZpQJ2xk087W1fX_6r3w_XdZW7tFlY58LvY_hW6n3nVL1T2lv6W1X2YGx80QhhqW8VVSld3JJh03N4y0-DhMw9JjW2rPMDL7s2-yMW2Z1cY52cw5FSW3Y2mYz3JGv56W6dCRLK9c75Z_W1XGmdC5R949K36NP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqqbr7bVpGcW83kvRn2WnWs0W93kvSZ4Qr0QJN3wqV773q8_QV1-WJV7CgPgQW1bd8ls1_hD3ZW7v9GqQ4SS5n-W2G5_Bf52QgFjW5NYDmW6QpDDcN9dFc8bdC_vVW1jn6Nb63808XW6JvWXF6xtQsFW4nH0rp252MCtW55K_wj6Hqy2LW1ppnBs8dkP1_W5-Trb45r6zphW4D37V63zrwjsW4LJlF883YHxFW9lxc705gwKTWN6SNcz7NmY2SW35-9Dx2c9WCCW8nqPy3644k_vVqwXfF6dB36vW60Q42C90vth5W8K7SSY4N9tXBW7hkGRQ7nGB5VW6YLhk76c845W3fMS1
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May, sinking from 93.2 in May to a two-year low of 84.3 this month; it was as high as 101.4 
in June 2021. The expectations component is in a freefall, plunging 23.4 points—from 98.6 
in February to 75.2 this month—the lowest since April 2020; it was at 103.0 last June. 
Meanwhile, current conditions, which had been fluctuating in a volatile flat trend, dropped 
3.0 points this month to a 17-month low of 94.5. The downturn was spread across all four 
sectors of the German economy: The manufacturing sector saw its business climate index 
drop 7.4 points this month to -14.2—the worst performance since the Covid-related 
downturn, with the expectations component (to -37.9 from -29.1) sinking further into 
contractionary territory. September’s current conditions (to 12.8 from 18.4) measure has 
been drifting lower since peaking at 41.4 last summer. The service sector took a nosedive, 
with its business climate index falling to -8.9 this month—the first contractionary reading 
since February 2021, as the expectations (-36.0 from -24.3) component dove deeper into 
negative territory. Meanwhile, businesses were less satisfied with their current conditions 
(22.7 from 30.9). Sentiment in the trade sector continued to plummet, sinking to -32.3 (the 
lowest since April 2020), as expectations (-57.6 from -50.6) darkened further. Current 
conditions (to -2.5 from 3.2) posted the first negative reading since February 2021. The 
construction sector saw a noticeable deterioration, as its business climate index dropped to 
-21.6, the weakest since March 2010, on widespread weakness. Expectations (-46.1 from -
38.8) contracted at a faster pace this month, while businesses continued to be less satisfied 
with current conditions (6.9 from 12.6); this measure was at 33.4 in February. Price 
expectations keep rising, noted Ifo economist Klaus Wohlrabe: “Price expectations have 
risen again, with more than one in two companies announcing price increases.” Energy-
intensive industries are particularly pessimistic about the winter.  
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