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Strategy: Powell’s One-Two Punch. Fed Chair Jerome Powell’s surprisingly hawkish 
press conference on Wednesday, September 21 obviously caused investors to turn more 
bearish. The S&P 500 fell 5.2% from September 20 through September 26 (Fig. 1). Over 
this same period, the 10-year US Treasury bond yield jumped 31bps to 3.88% (Fig. 2). 
  
We will soon see whether the industry analysts who cover the S&P 500 companies might 
also have been paying attention to Powell’s warning that the economy could experience 
some “pain” while the Fed is fighting inflation. Analysts usually don’t pay much attention to 
macroeconomic developments unless they clearly increase the odds of an imminent 
recession. 
  
But the analysts certainly responded to FedEx’s recent warning. The package delivery giant 
delivered a terrible preannouncement about its fiscal Q1 (ended August) on Thursday 
evening, September 15. FedEx said that it expects Q1 earnings, excluding some items, to 
be $3.44 per share, or roughly 33% below the analysts’ consensus estimate of $5.10. In 
addition, FedEx withdrew its earnings forecast for 2023, saying that macroeconomic trends 
have “significantly worsened,” both internationally and in the US, and are likely to 
deteriorate further, fueling fears of a broad-based earnings decline. 
  
In this light, consider the following: 
  
(1) Annual earnings forecasts. During the week of September 22, the analysts lowered their 
S&P 500 operating earnings estimates for Q3- and Q4-2022 and each of next year’s 
quarters (Fig. 3 and Fig. 4). Their consensus estimates now are $223.83 per share this year 

 
Check out the accompanying chart collection. 
  
Executive Summary: The Fed is hawkish, investors are bearish, and now industry analysts are 
cutting their earnings estimates after FedEx’s recent warning about macroeconomic trends. ... The 
latest economic indicators still suggest a growth recession is underway in the US. … Over in Europe, 
economic prospects are dimming as the daylight hours shorten, with no gas likely from Russia this 
winter. Dour business sentiment in Germany suggests a broad-based recession there. … With debt 
limits for EU member countries suspended for another year, we expect governments to make plenty of 
investments, especially in digital and energy areas. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwV3q90pV1-WJV7CgJdSN98M-wBJ53zrW4LlVQK2vRkqxW7F17rm3YDlF0W4zb9lG8rv8plW5PrXtC6J8-dDN5LVpzt5zcBBN3rl3SlVmL-6W2D9lW72MFJrMMKPs1Gq2ZHJW2QbJ_75_PM1xW8TkXBF1zLQd6W4fLwvJ2NyPHDN5K4YWtNV0RCW8HP3x42WKqq8W8scV_N3Md7_0W78z6w24RLjwKV2PhDq6g50HGW1bx8Cy6wdT7gW6WLFx18rYHn9W7nZ0KC8Q0BBFT8rDN57B_M0W82B0Q9632tKcW8nHJV688d9xtVt_b0n68Qnq8W2NZwd63H6BjwW3TNR2C99TMz22FG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgVf2N1hJb103ZRSLW10nk-Z96tLNsW630VSQ6xqjwHVY7g9t886XQDTSGd31sk-QWW2cVkkh1W1hnNW495lTG7GvRW0MY8glssPyn9W8R5HBc4Tg3N7W3W78YN6-H32CN28tnqg10hrZW6S34DJ5vZJKvN93NhqRs73ZnW1VKfg625HlmkW2-Pq4z3DHJphW5ZfCbX7rQt45W8z9qqg69b3jqW7_31084ZXflwW340mNN1MH15HW4tYyD11j6BjqW1GLt5j80F19JW3QDDyw4MsGy13jd21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgJj_W9cdHp92BL-ftW3VZ05f3yF8yfN3HpSycBYRhHW1Ryd4W8fz25qW6gZNhr2D-ppfW9k1DMV5RSj3tW6H_0xt90wpgZN2zPyTbTngjBW6Fr2dn4XM0xFW7ZnH7q4lPSYVN8fkr4hWjXzfN6VnBWznQyHCW9jHXX_8LKsc2W86Tc5K8CRRTNW624H_Y5x_HR0N3lC3_sS1RZZW5tzbTt90s7QVW4XRP3_3cdfRSW9hDt9q51Q9TVVNsPLW4-cBMlW50nZB-5JSHFrW7D5LFD6WLGWj3m7r1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgLtKW2BsqzS8HW-S8W2dw6GS4gR7hCW3P7hn15RBGhmW1JtNrn2y5cfZW4lyWpX3FmdtfW5kYP3g2k374ZW48VJQV232ymWW8nT4N73XbjQSW63PNBn4s6Sh-W3VhB-r4lJHLRW8tzCQM5QL9FHVjqlNf7vqxhWN3W6-w-jrD0dW499Jny8kG-RxW6p_nhc7h4ZTkW81d9Y16vD4fCW7Cw4Yw3L6dBCW1tCJwL1_7_0-W2_d1cD79SD3DW5wYwCv83606MV906mw9lwrkKW7S3s544SKk_93k0L1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgR90W7ZTF6r3KxD4KW2-mR9x5twrNcW4GLHFB34BtG8W9lCClc2s013hW6RVwDW8kkmGcW3Gshnl5HYwBjW2s7dD32yKzdxW9hlbDV1zHrcFW5Sg16J3zdh3WW3jbFCn1-JPY-W95Zhwg8lyQrrW5md5-L4c7lgJW8Rh3bW1FX0LQW1fnH1S49lwdQN8740QZS-TMzW8w7nNd34FqhFW4WgBbZ2q70KrW3Y-DMr27ynd7W5tXWX390pvX0W6ZX7cn3YPb_VN2bnGgxb_Bs2W3sJxvX10vJ-137Rc1
https://www.yardeni.com/pub/cc_20220928.pdf
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and $242.22 per share next year (Fig. 5). 
  
(2) Forward earnings. The forward earnings of the S&P 500 fell to $237.27 per share during 
the September 22 week, down 1.1% from its record high during the June 23 week. It 
remains consistent with our mostly sideways earnings forecast, which is consistent with our 
growth recession economic forecast. Forward earnings would be much lower in a hard-
landing scenario. 
  
(3) Forward P/E. The forward P/E of the S&P 500 also took it on the chin. It was 16.2 on 
September 20 and fell to 15.4 on September 26 (Fig. 6). 
  
US Economy: In A Growth Recession. The latest batch of US economic indicators is 
consistent with our growth recession forecast. Consider the following: 
  
(1) GDP. After the release of August’s new home sales and durable goods orders, the 
Atlanta Fed’s GDPNow tracking model showed a Q3 increase of only 0.3% (saar) 
yesterday, unchanged from the September 20 estimate. The weakest component is 
residential investment (down 25.5%). 
  
(2) New home sales. New home sales jumped 28.8% m/m during August, but the supply of 
new homes for sale rose to 461,000 units, the highest since March 2008 (Fig. 7). The 
rebound in sales is likely an aberration caused by a dip in mortgage rates earlier in the 
summer. Since then, they’ve continued to soar closer to 7.00%, more than double the year-
ago rate. 
  
(3) Orders for non-defense capital goods excluding aircraft. This closely watched proxy for 
business spending plans surged 1.3% last month. That was the biggest gain since January. 
Data for July were revised higher to show these so-called core capital goods orders gaining 
0.7% instead of 0.3% as previously reported. The data are not adjusted for inflation, so the 
jump in spending may reflect higher prices. 
  
(4) Regional business surveys. The business surveys conducted by five Federal Reserve 
Banks showed some upticks during September, but the average composite index (-5.5) and 
average new orders index (-8.5) both remained in negative territory (Fig. 8). The average 
employment index remained high at 9.3, but it has been declining since the start of this 
year. 
  
The regional averages of the prices-received (35.0) and prices-paid (50.2) indexes 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgQdxW1W2xGB93QfPTW39ZTTv2VYLVnW44WY1t1hQ2XZW7ycVMf3hms6TW1RcMGB6LXc6kW5-xxcw72MQYvVfK46F40nXPxW7czXXr979XK6W5MKSVB4MjxYtW70nYqv20Fz2VW6n8yJd4N1yqzW4Yym4F18Tbz6W6pZGLk1F24TjN65WLKRv3LGJW2Q3GzS59YcG-W6myM1k1JDw2qW5wNBMj94njDrW1_7GCQ83Zq2NN6x_xsfQQCS3W6J8kMF3-TbJrVK886B4cl9SfW2PZ1L76-l5xh37kv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgFXyW7JyRSh8f2Z-FN6JFK8BfXWBjN9j63kYl6WBnW4RXQZY33w1VsW1N7k8N8880-8W650_VT2BcX6vVRn4FJ812BlhW1dqWZZ1Ksrl8W8HKCtd2SS73sW8SQSDf5cCNhZMTHG6tTYnqkW4-1XCR4T7DWcW719s-q2HjlwNW15bRf34bYYPxW8x5QWd6fQ0FSW2RgCVy5GTvBKW7f7qMq5FDddgW3HVPJV5RrB7xW6Y98sw20m0nlW4vl-LJ7D4DC2N61RmwmwNlfgW71Vqm08rlhvb35MN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwB3q905V1-WJV7CgTpBW4ZYJgJ67VXkWW6KY6RC4lWhrWW8-lsrQ8z6HzxW8Hdd_34PRX2DV9MMzY1sXV3ZW5w2fSw1MvpmfW8l8G5c7dNjHnW6kxZK86m4SF4W4Cyj2w7CBV32W42xZr88rldHlVFQZy07rPPxVW1XDL9l1KlhfVW5Bgmzg1RdSPXW6lhZG48VblhzW8-nzN71sCX4BW74rbm23M5K4BW5vdVVC947qBfW1j-cRS93L2bzN6LyFr1z7GzjW6Gfyb01CQTC4W6_fgxY1Dv4s6N6X4zfTPc_fgW8lF7TK7mL6JVVwj3Mz8VB2KZ3mD01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgGBsN5SN524p2sBkW6Cmf1s6GzbJLW1DcDJQ2y30sCW1V2VPg940BRqW48GRkm5BlzJCM_sl2FkSZYCW9jBL2l48h33PW41r6yQ2zqhkXW3TlmVY8hFZ-tW7FbfTX5hZ3SzVK4GSJ1Rbfs2W6Vrc_N9cQ4p4W5HP8sL6Gm4-_W12RhTm6MQ04CW8h1hl31TXyYFW6jWm9F4FzJ-mMVPLmSPpv5dW4vBxsw55_2-rW8GyYdy6wk_DmW5MWyRK1RnKqsW6W25Gp81CL4rW3q81mF4RVFTQ38WQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgSwyW1XbhhV7Gq8RRW2M6vgK1Rh0njW3KGHYb7YxDMnW4lNKFm7t01sZW94-y1v3LQ0ZxW330njp2rPY9vW4PK_VM5GBJ81N7dNtCrSRgwzW4lYF0t1nvg41N7spzzz8B1kbW7RQkPj51Qg04W7gdyn46-8_MHW20T_Cd8ymLtfW5nTfWK6dzt53N8nP2YZ6SX1zW359PH-1L8pgyVVkThX79L18hW7H5Q6H5V2WLgW786jVP1qR00sW32tNdG752gTyW7gkDTr5vBQ24N6djNgZJpcbz3lg71
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remained elevated in September, but they also have been declining sharply since the start 
of the year (Fig. 9). 
  
The regional average of unfilled orders or delivery times fell to -13.0, the lowest reading 
since May 2020 (Fig. 10). That’s down from a record high of 28.2 during May 2021. We 
think this strongly confirms that supply-chain disruptions have mostly abated. 
  
(5) Consumer confidence. Consumer confidence rebounded slightly during the two months 
through September from July’s depressed reading, which was the lowest since February 
2021 (Fig. 11). The labor market remains tight, with 49.4% of respondents agreeing that 
“jobs are plentiful” in September (Fig. 12). It’s hard to envision a hard landing for the 
economy anytime soon given this and other strong readings on the labor market. 
  
Europe I: Heading Toward Recession. Germany is Europe’s largest economy. The 
German economy is facing recession, and almost all major sectors (i.e., manufacturing, 
services, trade, and construction) are in the red, the Ifo surveys head Klaus Wohlrabe told 
Reuters on Monday. The reading of the Ifo Institute's business climate indicator for 
September slipped to 84.3, down from an upwardly revised mark of 88.6 in August (Fig. 13). 
It is the lowest reading since May 2020, when the index touched 80.2. Ifo added that 
companies’ pessimism for the coming months has increased “significantly.” 
  
European businesses and households will have to survive this winter without any significant 
Russian gas flows. The Nord Stream gas pipeline system that delivers Russian gas to 
Europe has been out of action for several weeks. But any hope that the Kremlin might have 
turned the taps back on at some point were dashed yesterday when the system was 
damaged by a suspected act of sabotage. 
  
Europe II: The Sound Of Fiscal Spending. EU member countries’ fiscal policies are 
guided by a set of rules called “The Stability and Growth Pact.” They stipulate that member 
states must keep their government deficits below 3% of GDP and public debt levels below 
60% of GDP. However, the rules have been suspended since May 2020, with an escape 
clause triggered first by the exceptional circumstances of the pandemic, then by Russia’s 
invasion of Ukraine. In May, the European Commission postponed their reinstatement for 
yet another year to allow member governments the fiscal latitude to invest in the green and 
digital transitions. 
  
“We collectively face a mountain of investments,” EU Economy Commissioner Paolo 
Gentilioni explained, according to a May 23 article in Euractiv. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgNfGVpjnM389YhD5N81vPTLHVXkZW8bjz0Y2XgNKDW6xw9DW7KtWnpN1vrkjLJcrdRW451BMZ2bCVYCW71jj1D5sMDKHW5nJ_RK7jhPLfW1YyKjz8XRc-0N8h4jrLkvl7bW7tqKQ_7x7MGXN43tP6RPN556W2ZcrCh6pDfzmN4vBHP1RBwCtW7DN4Tx2yfdx8W3CyRKR7W2rKQW2wtJwK8CzcjPW12JrKl2wRTFDW6yB-HS4VLJvRW44gtWq4rykDcN3kldkK9mtXWW7nS4LG3zclRx34XL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgSZDN3YlJYFVJBX8W3lsH1b1rFXGjW3vRzbs4Hj6D1W5B9TnP5DQr-cW8Mhhlj52ZL8_W42GXhx41ly3rW57-D8d21KHsvW2cyj7y4FBJTgW30lvGP5Vmsz4N7_HVjQ575s1W6c1gdC6YNYgYW9gXdR229tMnkW2K7d5Q2j1Jf4N462xDhfQ3TNW7RffsH4R35xTW8_RDkw7l8X0ZW1SGgD16nPYrqW5jNshn7Q12hHW5hlXSs6WKQrSW8YjfVr5fN5gvW8Xnbcl7n_BXjN42nXHd4dCvz3k-R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgHcZW3k9XNB5R7RWDN17b_Z1_2G2DN7yB0m-PyLMgW8Mw2X88JL6g9VRrsC_746qzVW8HjW1M3cp7jQW5jv2tY8Zl0QhW2Kqk_j7k2K97W6FMTbN8BmkbTW6fnNl31Wj9fXW4L8rZd4p1HbYW55HVF82VGZ7DW4RBJH-2c5N3zW2nN0YK1HWz4rW8Y1-j81hy_YrVCwGT83gLnHxW6JnTL04bxkTXW5JpdXf2BmnPDW64msQ792tbr9W82Rt6z1PZ2rRVx_mDS4l9RBKW3WHsz_35k4Hb3cDj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgVmGW5zKP5k3XdRvcVJxzgr8yc4BDW1cTm1s8qLp39W4rN0Td4SLL4tW6snhhN6nw3DwW96FR5d7ccxZGW78R4QV65Mq5MW26Hk0g5PGcTdW5GdKyd64sXqLW1Xvd_r4y9MN1W9bzcHY3GFsMzW7cjHG4255Qk1W7tT93455dVmBW2fczNY2xVvSjW8PtJx_1j8bDDW8zdmms3dffWNW2vmKDM7KYH_bVXd0-F1NcXTzW7_15_p6mzpWcV_c9yD704YT5VcRLZl2_SP6MW2DDffz61HHT53dcX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgX9CW5F14vn7hmPqkW1GcjxD2M77D_VQ91GR35rqDYW2D0H6T1z5GlDW5tLCKQ2Jc6TWVpvBDs2jQSKnW52d_XX20rNWBW8yPpZ95Hn3XBW4v81J43wLXtCV2YK_933_6pxW4tQg9s68ZXT_N3SxlgWL-MWsW9gwrDb7JfZFMW4N559F68R9D6W4xtBHS2YRWpFW280SgR6CHQF2W50SJ0K3D3rC9W3xDJJt96Q_b4W7vg7MQ2nPhp1W15JGKg2GS0Y8W4-CT0z61zPmzW1x4p-53YvG4q3kL81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGxt3q90_V1-WJV7CgNLyVFpj8_6QbzKwW1FrVKs8Ml0yTW72NJ4j1GcM-1W3ykfhN4f82MRW22x4-Y8Bnp3bW6ZR_yL3KMTV9W83dJLT6l9Pd0W8ClxLL6S2lZ7W8NS_Rf52q6FHW2QmbCY74MQy5W5yYNwv7XB0SdV2hp1-5-sjWSN3wQvPsBmqjvN26X6qzjdTCxN6_qrvGCGGPlW2Qm-2p4kybcCN6BTrzMKrH1wW91HWZy4Yqdx4W2tP49-5JxsCRW2RHvwc7XJRY7W1fbG_D6gTyPtW7b1dmp3MVmnHW40yd417rf5jKW8WpCzW4k_FhwN7TS2vg4qTgFW5B9mfr8YPxy7W6cSF_L8Wl2LbW31Kkp_7JdtyKW3n6jtC32JkRZW5m67P-4zTsRT3mRj1
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EU governments soon will be crafting their 2024 budgets and need a guidebook to follow. 
Next month, detailed reform proposals for the EU’s fiscal rulebook are expected. Melissa 
and I expect the outcome to promote much more public and private investment, particularly 
given the region’s push to transform its energy and digital landscapes. Here’s more: 
  
(1) The hills are alive with debt. So far, the EU has followed the Stability and Growth Pact’s 
fiscal reform rules. Yet the policy pact has not resulted in policy instruments orchestrating 
much growth or stability, as an FT article recently pointed out. Public and private investment 
in the EU has fallen over the past decade. 
  
Stability has come to mean limiting public borrowing. Previous macroeconomic government 
rules called for deficits and public debt levels below 3% and 60% of GDP, respectively. But 
these rules haven’t been very effective in promoting macroprudential stability, as 
exemplified by the recent public debt crises in Spain and Ireland. Member states are 
fragmented in terms of their indebtedness—some are highly indebted, while others, the 
more fiscally conservative, are less so. Such fragmentation has the potential to destabilize 
the entire region’s financial system. 
  
(2) These are a few of Europe’s new favorite investments. Russian President Vladimir 
Putin’s moves to deprive Europe of gas are driving initiatives to increase energy security in 
Europe. Europe’s governments are actively pursuing heavy centralized investments in 
public goods to support energy, defense, and basic utilities. 
  
(3) So long, farewell, austerity. Even Germany, typically the most austere in the region, 
recently has stressed the need for public investments. Commentary from the German 
government on the EU’s work-in-progress reforms stated: “Higher levels of public 
investment would have a long-term impact on growth and would facilitate the transformation 
towards climate neutral economies.” 
  
German leaders are arguing for the expansion of the investment clause outside of economic 
crisis times. Similarly, a unique position statement between the Dutch and Spanish called 
for a roadmap to revise the EU’s fiscal framework to focus more on “high-quality” 
investments. 
  
(4) Climbing every mountain. The French and Italian governments also have called for more 
fiscal wiggle room for member states. Others have pushed back, calling for more prudence 
in fiscal matters, including Austria, Sweden, and Latvia, wrote the FT. But to us it seems 
that the call for public investment in Europe is getting louder. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwV3q90pV1-WJV7Cg-Z9W6rM74f3JNnrwW88d1HP6z54T3W8NnK-V4N2zVTN10nbfs_Gc6SW7hF1G63zh002W5gkjYF6yQ7-yW4qZR902k25WzN3QJwqrF5HDlW1M0d-k9k0TKnW4G6H4k6v_HSyW36wnfJ20J5wRW4mQqFJ3tcRZsW5nfjGD7d1smhW4lVj7j38xy9jW2hYngs50_JcgW3bB9DS2PVWdMW5CssBq1RGDPtW4sK58c3slCt7W7qK2_78kNjGgW1MtggV3_005VW1nBxft5--dB7W3dKMPq8VHd3KW50wZ9n68sNzFN5Lp2f02n8QNVx4qLf8f-WjjW3XM12B8v_dsc3bn91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGv_5nKvJV3Zsc37CgXjkW8qjlbx8FhWytW3VdqML8kKjdyW79gNN04Z53JPW80l4hM4HLfHzW6S561h5MVLGgV9xTM26-VL_MW9k-ms_8YV4rwDSrflx44Z-VYCXcm1LqZjqW4fWh1h1LwFXdW3_GwfJ525kYGW44WnLb4Wl-kfW2kjbfj6gscgmW8bTyYT7pLnhCW6b5bNH5Dv8N-VDX95L2PMBcQW51b60B2jlh1vW25FsVq8DCF0LN46PNT2G8SwTW2SN3x84qsK2YVRPHCT7pTVsCW4w8Bns1JjZWDN6cF2404c8xXW4M44YK8H0_9vW20yGLJ97Ng5fW6CgTxr8hpMZRW4C4_228XjvpXW7pJgKj815p3rMZ2fX58xnBrW4ydJgW5NhKg0VWxSX67Rm02BW1jqM533bQ4y9W1rJ8074qPL19W66jzhL3SVDg1N7TXNQTssJ1mW7cSLPC6GTv762PF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGx93q90JV1-WJV7CgXtNW85hN276B2KpXW7c9v1m6QNxbtW3gx6qD6_V-W_W2rn6yN1gl3pJW5FDS2J41G4rzW1P-p771W036ZV4sK6l5XttbNW2VKsNc4Xcf0qW6GR5q35VFrkPW8RvSbM2dqNPJW6qmMd34dDTV3W1f68NS8LD4HrW6RPxlg725jTvW7SWcSC5qyv5zW3g8-Sr7hy-8PVsKVRj83fwVrW7J4JbJ8JvnKtW6hVWTW1RJxX0N1TPv0T4f_JYN4_HyZzcj1wPW5NwrLZ3M7ZlHW5Y0z5r7R3dXYN1dZYfD2_4clW50BZJw5ZmtS5W72Kkvs3dqr98W765-MD7gPmVPW2NNc0v1cgMlkW6zYQfF6W7jW_3bqw1
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(5) How do you solve a problem like Lagarde? That’s even while the head of the European 
Central Bank (ECB) has demanded for inflation’s sake that any fiscal stimulus be targeted 
and limited in scope so as not to counteract the impacts of the bank’s tightening moves. 
ECB President Christine Lagarde may want to head for the hills after the details for the new 
EU fiscal rule book comes out. 

 

Calendars 
  
US: Wed: Pending Home Sales -1.0%; MBA Mortgage Applications; Retail & Wholesale 
Inventories; Advance Goods Trade Balance; Crude Oil Inventories & Gasoline Production; 
Powell; Bullard; Bowman. Thurs: Jobless & Continuous Claims 215k/1.388m; Real GDP -
0.6%; GDP Price Index & Core PCED 8.9%/4.4%; Corporate Profits; Natural Gas Storage; 
Bullard; Mester. (Bloomberg estimates) 
  
Global: 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. Thurs: Eurozone Business & Consumer 
Confidence 95.0; Germany CPI 1.3%m/m/9.4%y/y; Spain CPI 10.1%; Canada GDP -0.1%; 
Japan Unemployment Rate 2.5%; Japan Jobs/Applications Ratio 1.30; Japan Industrial 
Production; Japan Retail Sales 2.8%; China Caixin & S&P Global M-PMIs 50.2/49.2; 
Panetta; De Guindos; McCaul; Elderson; Ramsden. (Bloomberg estimates) 

 

Strategy Indicators 
  
MSCI World & Region Net Earnings Revisions (link): Analysts’ recent earnings revisions 
through September suggest improving optimism about profits in EM Eastern Europe but 
increasing pessimism about profits in the rest of the world. The US MSCI’s NERI was 
negative in September for a third month following 23 straight positive readings, falling to a 
26-month low of -9.8% from -8.8% in August. That compares to post-pandemic high of 
21.1% in July 2021 and an 11-year low of -36.9% in May 2020. The AC World ex-US 
MSCI’s NERI was negative for a seventh month following 17 straight positive readings as it 
dropped to -3.0% from -2.3% in August, but is above its 22-month low of -3.8% in May. 
NERI was negative again in September for EM Asia and Emerging Markets, and both 
weakened to three-month lows. EM Latin America also weakened m/m, but was positive for 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwB3q905V1-WJV7CgVdjW9bkvPm7trRw2W8DS1T091mgXBW1cKnPr2Fp-G4W4B8CjJ2fBYdCW1vH5CH3wdx9KN7W08qvnz3yVW3SWS8C4Tqqy1W8qGc4Y1SJc-3W6GYq5w7yJHWkW68hhwH1rFscFW5y3FgX5cmtBNW6F92lh1FLHCyW6Cd_hw77MyNdW4GD15L8hpckKMMwvbhy1K94W1W9C7t1lP_5SVwtRF13n2gPYW2l-9NF2XT1-YVMKBkw66_c96W5Nkg7K87dtzpN1YM4R4cMZlCW5y6q1_3Y892-N5tS5GBD9jZ3N2SyPjBq2GX332pb1
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a seventh month. EM Eastern Europe turned slightly positive in September following 
negative readings during four of the prior five months. Here are September’s scores among 
the regional MSCIs: EMU (3.6% in September, down from 3.9% in August), Europe (1.2, 
1.8), EM Latin America (1.1, 2.7), Europe ex-UK (1.1, 1.9), EM Eastern Europe (0.4, -1.8 
[24-month low]), EAFE (0.2, 0.7), AC World ex-US (-3.1, -2.3), AC World (-4.7 [26-month 
low], -4.0), Emerging Markets (-4.9, -4.0), EM Asia (-5.5, -4.5), and the US (-9.5 [26-month 
low], -8.8). 
  
MSCI Countries Net Earnings Revisions (link): NERI was positive for 19/41 MSCI 
countries in September. That’s the lowest count since October 2020 and down from 20/41 
in September. It had peaked at 35/41 during May 2020, which nearly matched the record-
high 36/41 from June 2004. That also compares to zero countries with positive NERI from 
April to June 2020. NERI improved m/m in September for 15/41 countries, the lowest count 
since November 2021 and down from 18/41 countries in August. These countries had 
relatively high NERIs in September: Portugal (record high), Israel (48-month high), and 
Singapore (14-month high). Norway has had positive NERI for 26 straight months, followed 
by the UK (25), Italy (23), Turkey (23), Austria (22), France (21), and Chile (20). New 
Zealand has the worst negative-NERI streak, at 24 months, followed by Hong Kong (16), 
China (13), Belgium (12), and Brazil (11). NERI flipped back into positive territory in 
September for the Philippines and Poland. It turned negative m/m for three countries: 
Hungary, the Netherlands, and Thailand. The highest NERI readings in September: Turkey 
(19.2%), Portugal (17.1 [record-high]), Austria (10.5), Norway (10.3), and Italy (10.0). The 
weakest NERIs occurred this month in Switzerland (-16.8 [27-month low]), Peru (-14.8 [26-
month low]), Hong Kong (-13.3), Taiwan (-10.4), and Australia (-9.7 [26-month low]).  
  
AC World ex-US MSCI (link): This index is down 4.7% in local-currency terms so far in Q3 
to a 17.4% decline ytd. In US dollar terms, the index is down a greater 10.3% so far in Q3, 
and has declined a substantially greater 28.0% for 2022 to date. Local-currency forward 
revenues has risen 16.5% since it bottomed in January 2021, and rose 0.1% m/m to 0.1% 
below its record high in early September. Local-currency forward earnings fell 0.1% m/m to 
0.4% below its record high in early September, but has soared 57.7% since it bottomed in 
July 2020. Revenues are expected to rise 12.3% in 2022 and 3.3% in 2023 following a 
16.7% gain in 2021, and earnings are expected to increase 14.8% (2022) and 3.3% (2023) 
after soaring 57.2% (2021). The industry analysts’ sales forecasts imply short-term 12-
month forward revenue growth (STRG) of 5.7% and short-term 12-month forward earnings 
growth (STEG) of 6.1%, compared to 4.1% and 10.0% before Covid-19 hit the news. These 
measures bottomed at -0.1% and -0.3%, respectively, during May 2020. The profit margin 
implied by analysts’ earnings and revenue estimates calls for 9.3% in 2022 and 9.3% in 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwB3q905V1-WJV7CgCxRW2pdSRX3cRP3xW2QWdwt4VX2zRW3K7jFl2QllNxW6SxqNT8bY3PSV6JBWr4gWVYmW13mX1P1Z3XPQW5zfW5_84vxSNVV0pWm7mBGXrW7Ytfv-34Sb_FN7tXPB-mdLMSV8wh616kKtnTW583fgQ9lVvmNN4y6LjzPT85PW83CC7H6yKg6xVgY8154nCVsPW4tF9Wp62gb9BW3nWtGd2ZQDn8W133ZL53d6ZYZW6BWc3k8LGbFSV4JWYm6fZGTNW1046V04ky09mW4rc10818rGJ_W8MxpMs5T7DPnW6s4GBg6cGZ7w3hsW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgMYtV13HKG5t-1vHW7k5kkg6tLyk7W3Mn6_P4fngLyW3k2cRd90p0x9N5fH6VTf5-xfW2fxlkD7z2g1CVr8mDc7_wMQjW7T96hZ8qCR6ZW7-39y37x12w3W8T9DpS5X4mZHW7KfWtL1QdffDVynMXJ8Xcm1dW7kt6Sy7NDbkvW5LrpXg7TF3T2VhBMQw7xYWC7W1vTfCg5bDFd1W5vQZGx7bmrNcW7XGDg02Wr9fsW4YYPtT1s7DCCW3K1H9H6DrpNkV1gvDR7V0y3ZW41s96G1zfswS3cy_1
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2023, compared to 9.1% in 2021. The forward profit margin forecast of 9.2% is down 0.1ppt 
from its record high of 9.3% during March, but remains well above its 10-year low of 6.6% at 
the end of May 2020. The Net Earnings Revision Index (NERI) for the AC World ex-US 
MSCI was negative in September for a seventh straight month following 17 positive 
readings, and weakened to a three-month low of -3.0% from -2.3% in August. It remains 
near its 22-month low of -3.8% in May, which compares to a 12-year high of 6.4% in July 
2021 and an 11-year low of -23.9% in May 2020. The forward P/E of 11.7 is up from its 28-
month low of 11.4 in early July. That compares to an 18-year high of 17.1 in February 2021 
and its March 2020 low of 10.8. The index is at 20% discount to the World MSCI P/E, up 
from its record-low 22% discount during the first half of 2022. 
  
Emerging Markets MSCI (link): The EM MSCI price index is down 11.2% in US dollar 
terms so far this in Q3 to a 27.9% decline ytd. In local-currency terms, EM is down a lesser 
7.7% quarter-to-date to a smaller ytd loss of 21.4%. Local-currency forward revenues has 
risen 11.2% since its bottom in January 2021, but fell 0.7% m/m to 4.5% below its record 
high in May 2019. Local-currency forward earnings is up 31.3% since its bottom in June 
2020, but dropped 1.4% m/m and is now 8.2% below its record high in early March. 
Revenues are expected to rise 12.2% in 2022 and 5.5% in 2023 after jumping 21.1% in 
2021. That’s expected to lead to an earnings gain of 10.2% in 2022 and 5.4% in 2023, 
following a 52.3% recovery gain in 2021. Forecasted STRG of 7.1% is down from April 
2021’s 11-year high of 12.6%, which compares to a five-year low of 3.6% at the end of April 
2020. STEG has dropped to 6.3% from a record high of 33.7% in December 2020, but that’s 
up from a 12-year low of 5.3% in December 2021. The implied profit margin is expected to 
drop to 7.5% in 2022 from 7.6% in 2021 and fall another 0.1ppt in 2023 to 7.3%. The 
forward profit margin of 7.4% is up from a four-year low of 6.1% at the end of May 2020 and 
compares to its 10.3% record high in December 2007. NERI was negative in September for 
an 11th straight month, and weakened to -4.9% from -4.0% in August. It’s up from a 23-
month low of -7.3% in June, which compares to an 11-year high of 6.0% in February 2021 
and an 11-year low of -18.7% in May 2020. Emerging Markets’ forward P/E of 11.2 is up 
from a 28-month low of 10.7 in mid-July, which compares to a record high of 16.3 in 
February 2021 and its March 2020 low of 10.1. The index is trading at a 24% discount to the 
World MSCI P/E. That’s up from a 33% at the start of the year, which was its biggest 
discount since 2005. 
  
EMU MSCI (link): The EMU MSCI price index has dropped 5.7% in local-currency terms so 
far in Q3, and has fallen 23.5% ytd. In US dollar terms, EMU is down a greater 11.4% so far 
in Q3 to a bigger ytd drop of 35.0%. Local-currency forward revenues gained 0.9% m/m for 
its second straight monthly high for the first time since September 2008, and has risen 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgFFxN6jPlwbnHv_yW8Sw-3M5lyYvCW7vVT_71Hc4lcW3KDLpH6Nzh4hW2rJ90g5jJXxNW1pPf4k4ryCgHW3NmxLc2n3CNhW6QHD_Y73q_15W72GTQH5Rvn7cW5_wdzy1YwzZVW3Z0FC27Tlz_2W8SFnlv25kHW1W3jVVBP8mvkn0W1b48_n1-r2mMW7t-mhW3Q6ZcGW7fhGxH3sLwCMVLzNJb1jhNyYW25ySKr87F4_9W11C2Rs5hhl89VrVdS13tmYL2VjSTq05V8RdhW2yJ5qX18pVBJ2_f1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgB-rW1ZXMzN3QKg5NW6TFSbR3Dk1SnW6r42Hl4m9wRkW5LFBxG4d5-c7W91YLPS4Ws_kpW96bf_s8TPXBWW3Jlwq61-Dk_XW6xq9rx2p-y0WW5JzhTV2tWFpmN54phf8x-YFnW2rjJ6D1JyQ_5W1k5q5g6Bbvr5W3SZcdP1lb4nZW3vq3t16zGbh9N4x2dbfcbvTFW5lY7T477T140N4QB62vXmYhhV34bd78cgT34Vd7sV27KFtTFW6Hc_MT3Fw2-_W2P5b1d55BxTRW8Vjqr16VZV7334gV1
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22.1% since its bottom in January 2021. Local-currency forward earnings gained 0.6% m/m 
and is up 76.7% since its bottom in July 2020, but is down 0.1% from its record high in early 
September, its first record high since January 2008. Revenues are expected to rise 12.2% 
in 2022, but slow sharply to just 1.4% in 2023 after gaining 15.8% in 2021. That’s expected 
to lead to an earnings gain of 16.6% in 2022 and 3.7% in 2023, following a recovery gain of 
76.1% in 2021. Forecasted STRG of 3.9% is down from a record-high 8.3% during April 
2020, but that’s up from an 11-year low of -0.9% during April 2020. STEG has dropped to 
6.8% from a record high of 47.4% in December 2020, but that’s up from a record low of -
6.7% in April 2020. The implied profit margin is expected to rise from 8.4% in 2021 to 8.7% 
in 2022 and 8.9% in 2023. The forward profit margin has dropped to 8.8% from a 13-year 
high of 8.9% in July, which compares to a 12-year low of 6.0% at the end of July 2020 and 
its 9.1% record high in October 2007. NERI was positive in September for a 21st month 
after 27 straight negative readings and leads all regions, but dropped to 3.6% from 3.9% in 
August. That compares to a record low of -35.9% in May 2020 and is down from a record 
high of 15.2% in September. EMU’s forward P/E of 11.2 is up from a 28-month low of 10.8 
in early July, which compares to a record high of 18.3 in July 2020 and a low of 10.2 in 
March 2020. The index is trading at a 24% discount to the World MSCI P/E, which is at an 
11-year low and among its worst readings since 2001. 
  
China MSCI (link): The China MSCI price index is the worst performer of the 49 MSCI 
countries so far in Q3, with a decline of 19.8% in local currency terms. Its 28.7% ytd decline 
ranks ninth worst of the 49 countries. Local-currency forward revenues has risen only 2.7% 
since its five-year low in June 2021, and was down 2.8% m/m to 35.7% below its record 
high in October 2014. Local-currency forward earnings fell 2.4% m/m to a five-year low and 
is now 19.2% below its record high in June 2018. Revenues are expected to rise 10.9% in 
2022 and 7.2% in 2023 after surging 19.3% in 2021. That’s expected to lead to earnings 
gains of 9.6% in 2022 and 15.5% in 2023, following a 9.2% increase in 2021. Forecasted 
STRG of 8.0% is down from an 11-year high of 13.5% in April 2020, but that’s up from a 
five-year low of 5.0% at the end of April 2020. STEG has dropped to 14.1% from a 10-year 
high of 18.6% during December 2020, which compares to a four-year low of 8.0% in April 
2020. The implied profit margin ranks as one of the lowest in the world; it’s expected to 
remain unchanged y/y at 4.3% in 2022 and to rise to 4.6% in 2023. The forward profit 
margin of 4.5% is down from a record high of 5.2% in July 2021, and now matches its 
pandemic low of 4.5% in May 2020. NERI was negative for a 13th straight month in 
September and dropped to -6.3% from a five-month high of -4.0% in August. That compares 
to a 23-month low of -11.7% in May and ranks as 10th worst among the 41 MSCI countries 
that we follow. China’s forward P/E of 10.6 is up from an eight-year low of 8.7 in mid-March. 
That compares to 12.1 at the start of the year and its March 2020 pandemic-low of 10.5. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7Cg-jnW4T0Vgm83__P6N2PqsNHV6rJRW7XVcdZ5XZFdTW5mrxK-1z8lSsN8X7brlJ-3VqW5CbjYT7Fx2WMW4MM0NC6pBltmW7s2ySx6y2XLlW7LrPsm5TBkbsW2-8z8f1gCVLjW304w1S8GrqB5N4lhbXHmwhs_W8tNg5h69myqDVphpfT8bCStrW3v238H7rGq4ZW8rK5rc7c63ryW8ClTY91R3n2XW2D42cr1TNPWlW54BGDS1HNdkBW2XGsRK2LMNndW5NW-zV8X97lbW1QXPQ25XJCJW3mDb1


 

9 
 

The index is trading at a 27% discount to the World MSCI P/E, up from a 22-year low 
discount of 46% in mid-March. 

 

US Economic Indicators 
  
Consumer Confidence (link): “Consumer confidence improved in September for the 
second consecutive month supported in particular by jobs, wages, and declining gas 
prices,” noted Lynn Franco, senior director of economic indicators at The Conference 
Board. Consumer confidence climbed 12.7 points over the two months through September, 
to 108.0, after a three-month drop of 13.3 points to a 17-month low of 95.3 in July. Both 
measures moved higher over the two-month period, with the expectations component 
climbing 14.7 points over the period to 80.3, and the present situation component rising 9.9 
points to 149.6. The former bounced off July’s level of 65.6, which was the lowest since 
January 2013, while the latter remained in a volatile flat trend around recent highs. 
Confidence improved as concerns about inflation in September were at the lowest levels 
since the start of the year, reflecting the drop in gas prices. Franco notes, “Looking ahead, 
the improvement in confidence may bode well for consumer spending in the final months of 
2022, but inflation and interest-rate hikes remain strong headwinds to growth in the short-
term.” Current business conditions: The percentage of consumers saying business 
conditions were good increased from 19.0% in August to 20.8% in September, while the 
percentage saying conditions were bad dropped from 22.6% to 21.2%. As for the current 
labor market, 49.4% of consumers said jobs were plentiful this month, up from 47.6% last 
month, while 11.4% said jobs were hard to get, a downtick from August’s 11.6%. Short-term 
business conditions (six-month outlook): The percentage of consumers expecting business 
conditions to improve rose from 17.3% in August to 19.3% this month, while 21.0% expect 
them to worsen, a slight decline from last month’s 21.7%. Short-term labor market: The 
percentage of consumers expecting more jobs to be available six months from now 
improved from 17.1% to 17.5%, while the percentage anticipating fewer jobs was down from 
19.6% to 17.7%. As for their short-term financial prospects, the outlook was mixed, with 
18.4% of consumers expecting their incomes to increase, up from 16.6% in August and 
14.4% expecting their incomes to decrease, up from 13.9%.  
  
New Home Sales (link): New home sales (counted at the signing of a contract) in August 
unexpectedly rebounded 28.8% to 685,000 units (saar) after plunging 16.4% during the two 
months through July to 532,000 units—its lowest level since March 2016. September’s jump 
put sales flat with a year ago. Of the 685,000 homes sold in August, only 201,000 units 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7Cg-RCW3LmLPQ8WwfBqVwpWxN3C277WW35YMmW159Fp8W2ZTYGy3XWJDXW3c29T258yj5rMMLgH9cmFcCW6Hshbx3yYR4lW7g6Tp769Nn2PW38sVjd9cVxp2W4TcWs82BL9yXW1L8bbq424mShVRfqsp2YqmfpW8hKJHq30djpDVdfmm-6Ttw7tMYD5H0j2wf9W35KfsL8nmPHMW2nhRwc62rj1dW2WFtsb4G3qtsVXzS_q79lHdWW7rHT171hTxnpW3Ct7sg82blXhW2B2w8x82rK623b6V1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgH4YW8Th3vS1l_6CzW4qY_5M6StG0nW9kflh-3YZTjHW4vdzhV2Y04LtW7wCVwr9j_ly8W897_9Z6qq9FZVsnYw_7fhgfJVr984n4FJnTcW8Ynm6f1HgSCQW52NYm78rnvTwW4nLr0Z7v7xlQW8CCZPs4Y6ZkxVl8h788VkrNjW49sVh91NjJHwW3k_p_51S4VGGW1h26qs8DvwHxW5dh8fv27gJcrW7HbjNT5kz9xsW2B6kZl44DTBMW3J0CYs1-xNz3N2DrQKbfsvJSW45gY9M7Qqy8w32mm1
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were completed, while 191,000 units were not yet started and 293,000 units were under 
construction. Meanwhile, there were 461,000 units for sale at the end of August (the most 
since March 2008), with only 49,000 units completed and 106,000 units not started; 306,000 
units were under construction. At the current sales pace, it would take 8.1 months to run 
through the supply of new homes, down from 10.9 in July, which was the highest since 
March 2009. The median price for the price of a new home dropped 6.3% (to $436,800 from 
$466,000) in August, with the yearly rate slowing to 8.0% from 21.2% in March. NAHB’s 
September report on builders confidence reported that 24% of home builders reported 
reducing their price in September, up from 19% in August, while more than half of the 
builders reported using incentives to bolster sales, including mortgage rate buydowns, free 
amenities, and price reductions.  
  
Durable Goods Orders & Shipments (link): Durable goods orders in August fell for the 
second month, though fractionally, holding just below June’s cyclical high. Meanwhile, core 
capital goods orders and shipments continued to set new record highs, as companies have 
been attempting to boost productivity to compete with high inflation and a tight labor market. 
Nondefense capital goods shipments excluding aircraft (used in calculating GDP) has 
climbed every month but one since its April 2020 bottom, rising 0.3% in August and 35.0% 
over the period. Meanwhile, core capital goods orders (a proxy for future business 
investment) has advanced during all but four months since April 2020, up 1.3% and 36.2% 
over the comparable periods. Total durable goods orders edged down for the second 
month, by a total of 0.3%, after a four-month gain of 4.2% to a new cyclical high. Several 
components of durable goods orders reached new record highs last month: machinery, 
electrical equipment, appliance & components, and motor vehicles & parts, while orders for 
fabricated metals and all other durable goods were only fractionally below their record 
highs. Looking ahead, recent monthly surveys from five Federal Reserve districts—New 
York, Philadelphia, Dallas, Kansas City, and Richmond—showed orders continued to 
contract this month, though at a slower pace than last month, climbing to -8.5 from -15.0.  
  
Regional M-PMIs (link): Five Fed districts (New York, Philadelphia, Kansas City, Dallas, 
and Richmond) 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 –5.5 from -8.6 in August. Manufacturing activity in the 
Richmond region (to 0.00 from -8.0) returned to the breakeven point of zero last month after 
falling below in August, while growth in the New York (to -1.5 from -31.1) area snapped 
back near expansionary territory in September after falling deep into contractionary territory 
in August. Meanwhile, manufacturing activity in the Philadelphia (-9.9 from 6.2) area fell 
back into negative territory after a brief move above zero in August, and Dallas’ (-17.2 from 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgzV2N6KkT6ZBVxDXW85nsQr7rPLvWVbDD626sSYK9W74qvKT2vg3W0V__hNN7sC5tDW6mD7l-4FDQhpW6_03Jr6FZGdqW28K36J8tkCj7W11MzhD4X6R1XW4fNMt17GltftN5cbqKfBSsgfW96tD9H9bCHn8W5WM_WG10Wbv9N625d59Tx75vW84RCnG18hX4_V_HdY-12fStqW5cKkRN1hWkqZW2ZmDrJ8V0C4DN1Fj2vK7DpWqW5RgLpF8LW52CN334j1xPZHCbV9hw685M83nV2sV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwB3q905V1-WJV7CgQHfW7M1lS03L73wBW5f3dfD61qtrjW5t4g9x47rznYW44KptS3z3sNBW996vFp4zS7yLW3pKYzn4_MjTyW1tTJtx4fXbr-W3q8SsJ87RhDYW5PsFW12JKWZyVkdfX62n35yZN650zRNLl_hCW345PvP8yZmjPW1mZ58G5Qql3nW7H_fY-46r1HmW7h_1Fz1zW1tLW3bKQ6C1LTCZBN7bLzWsYTLDJW72LK2y8wQjjPW7f-3GT1YcdCqW4r8Rmy3Qp-SsW8SjFWB4sB6K8W3PbQfr6Nl7yjW7s-Dn-5x66bfW8kPb2w7X96LC3d-G1
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-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 territory, falling steadily 
from March’s 37.0. New orders (-8.5 from –15.0) 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 
orders in the Richmond (-11.0 from -20.0) area contracted at roughly half August’s pace and 
those in Kansas City (-11.0 from -16.0) contracted at a slightly slower pace than last month. 
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 (9.3 from 13.6) continued to climb this month, but the pace 
slowed for the seventh successive month (from 24.4 in February), as factories in the 
Philadelphia (12.0 from 24.1) region hired at half August’s pace, while the 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. Meanwhile, the Richmond (0.0 from 11.0) 
area saw no growth in employment after adding jobs steadily since August 2020.   
  
Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for September from the New York, Philadelphia, Richmond, Dallas, and 
Kansas City regions, and all are showing a noticeable easing of inflationary pressures. 
(Note: The New York, Philadelphia, Dallas, and Kansas City measures are diffusion 
indexes, while Richmond’s measures are average annualized inflation rates—which we 
multiply by 10 for easier comparison to the other regional measures.) The prices-paid 
measure eased again in September to 50.2 from 64.2 in July, after holding in a volatile flat 
trend between 80.1 and 87.5 since mid-2021. 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 Richmond’s slowed steadily to 103.4 this month from May’s record-high 105.1; 
Philadelphia’s measure slowed 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. 
Meanwhile, 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. Turning to 
the prices-received measure, it eased to an 18-month low of 35.0 in September from a 
recent peak of 60.6 in March. Regionally, 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. The Richmond area saw its measure ease for the third 
month to 76.6 this month from its record high of 103.1 in June. Meanwhile, Philadelphia’s 
measure picked up a bit to 29.6 this month after slowing to an 18-month low of 23.3 last 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWmxrX3cLq0XVMwMx31qXQVWW4nNzqf4Qtc8nN28qGwh3q8_QV1-WJV7CgMs9W4DpNc66lCHGVW3xrTlJ42Vn0bW4tzpRr7FbrhKW5WR4Qd16sW02W6h6MpB7xxRSKW3H364328lFDrW5nTMDF2pCr-1W41LhSK5FWV3zW40Q2sJ1gJB9qW5RNxsB6hnVYdW3t-_-P4GDnrfW2BBNPF2N_5yfW7CygFl5N0sfhW4hLJ511gh8-sW1x0wyX8_V1CXW4ldcPh9739dnW3r-fwz7Vy9fLW1fNMhG3bD3tQW42dfTW8Xg6dkW2rXntN8R0qFqW8F-xFS7B_hw8W4L6jkZ6gbp0P3mKL1
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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.  
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