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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays of the 
Monday webinars are available here. 
  
Strategy: The Volcker 2.0 Question. On Friday, the S&P 500 fell below the June 16 low of 
3666 to a new low of 3585. It is down 25.2% since January 3 of this year. Over this period, 
the index’s forward P/E fell from 21.5 to 15.1, the lowest since late March 2020. Last week’s 
batch of economic indicators suggests that economic growth is better than widely expected, 
while inflation is worse—as discussed below. 
  
This has increased the odds that inflation will remain persistent and that the Fed will persist 
with “Volcker 2.0,” i.e., raising interest rates until they cause a recession to bring inflation 
down as former Fed chair Paul Volcker did during the late 1970s. 
  
Indeed, on Friday, Fed Vice Chair Lael Brainard reiterated the hawkish party line that Fed 
officials have espoused since Fed Chair Jerome Powell’s hawkish speech at Jackson Hole 
on August 26. She did so in a speech titled “Global Financial Stability Considerations for 
Monetary Policy in a High-Inflation Environment.” She said: “Monetary policy will need to be 
restrictive for some time to have confidence that inflation is moving back to target. For these 
reasons, we are committed to avoiding pulling back prematurely.” 
  
Bearishness about the outlook for both bonds and stocks is mounting rapidly. There’s more 
chatter that the terminal rate of the federal funds rate during the current monetary tightening 

 
Check out the accompanying chart collection. 
  
Executive Summary: The latest economic indicators suggest that the economy is doing better than 
expected—supported by consumer spending but dragged down by the housing recession—but also 
that inflation remains too high. That alignment increases the odds of more Fed tightening than 
previously expected, a higher terminal fed funds rate, and a Fed-induced hard landing. A hard landing 
isn’t currently our economic forecast—we see the growth recession continuing through year-end. But 
fears of a Fed-induced hard landing are increasing bearishness in both bond and stock markets. We 
are assessing whether our forecasts for both S&P 500 earnings and valuation might be too optimistic. 
… Also: Dr. Ed reviews “Blonde” (+). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgZd2W1bKn8r7W14kDW3gmmyT7hNX8zN7XFcW6lHCyFW208klT28JSTKW2vQ_pW6pHW_sW45BC1D4wXj5yW7LPWbm2BwrYYW30kYc-10Js0-W4G8kXC7861TtW5M5Hx-6tHNrGTd4hZ2j0-G7W1v9gSN2Knsy6W6HW9sM5C_Y0kW4h_GKD7Wd36kW38_HHy5N66F1N2tByxK-qCPcW5j2NFg5n-Rf0W5465jS5j8zw8W347YYf1QKp7gW3D2N0b2CkfyqVTj_pD859YKYW5Mh12-1r0h3x2WV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLh73q90pV1-WJV7CgJ9mW7qz7xh5P7h8PN6D5xWXh5CMKW1tyNc93JXSssW5Mt8495GhzF0W43WfvG60-dNHVwy7147Kcs3MW55KkW_6kvhClW4-l3xS1GLmGyW7slN4p77wB6cN13q7KgBVWsTW56Cf9f50fv2zW4tTm_v2p6HlpW6DvNf98h00wtMTd_qnwv_17W110dRx5tBgqvW7K8KHN8yDrRcW2g66zl440D0wW1BbPZQ5V4Nw0W21QsxF3ZCP-SW61zmn76N7DcLN6z2F1rGWPw8W8zkTZ81vhHs7W4MLdBq8_bltZW7HMqv29hlxCVVv_Yxt4k4WpnN8kfh1yjlpq235Jl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLh73q90pV1-WJV7CgG86W81jNsM76CLzyW1dl1m514df6xW3pjg4N4FdbBhW2mK3y86DH8-CVGvbPs5sKR3RW2qnDKm2cBTCRW5t580F3q88kZW1yBVGp5jxyS_W920yCX1HB4fNW6GvKtN4B4wSBW5Z6V5v1yzgP2N3y2LnJJxb58N7kq7pvRfNtdW5SZgsg3-cjQ9W6DkXMP8x3Ky7W8Q7n2926YdVtW2lR7LN6NHx2XW50qjmx8M7rfvW8gwsq66tSc_CW4GqgZt7MRMbXW8tPgqD5gq8bHW577Vd17lWfqDW99t0r76Pd2C-W6xmQk_3C5bVdW7hDHGr2F2zwSW7z6MjJ7ZGZ6j33S-1
https://www.yardeni.com/pub/cc_20221003.pdf
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cycle will be closer to 5.00% than to 4.00%. Brainard corroborated those concerns, saying: 
“In the United States, the Federal Reserve has increased the federal funds rate target range 
by 300 basis points in the past seven months—a rapid pace by historical standards—and 
the Federal Open Market Committee’s most recent Summary of Economic Projections 
indicates additional increases through the end of this year and into next year.” She also 
noted that starting last month, QT2 is now on pace to reduce the Fed’s balance sheet by 
$95 billion per month. 
  
The 2-year versus 10-year yield curve remains inverted, but that doesn’t mean that the 10-
year yield can’t continue to rise above 4.00% if the 2-year jumps closer to 5.00% in 
anticipation of this as the terminal federal funds rate. 
  
In the stock market, the Q3 earnings reporting season is about to start. There have already 
been a few significant negative preannouncements and news items from Ford, FedEx, Nike, 
Apple, and Micron. This increases the odds that there is more downside risk for both our 
earnings and valuation forecasts. We are still expecting S&P 500 forward earnings to flatten 
around the current level of $235 per share, however, and the forward P/E to hold at 15.0. 
  
Nevertheless, the bearish opera ain’t necessarily over until the Fed lady sings a happier 
tune. 
  
US Economy I: The Great Recession Question. There was no recession during Q3, 
according to the latest estimate of the Atlanta Fed’s GDPNow tracking model. In fact, its 
estimate of Q3’s real GDP growth increased from 0.3% (saar) on September 27 to 1.6% on 
September 28 to 2.4% on Friday, following the release of August’s personal income data 
that morning. 
  
The Bureau of Economic Analysis will release its preliminary estimate of Q3’s real GDP 
growth on October 27, just a few days before Halloween. It’s not likely to be too spooky 
given the latest GDPNow tracking estimate. However, there is still a bunch of economic 
indicators coming out before then that will be fed into the Atlanta Fed’s tracking model. 
  
The latest upward revision was attributable to upward revisions in personal consumption 
expenditures (from 0.4% to 1.0%) and capital equipment spending (from 0.9% to 4.6%). 
The weakest component of Q3’s real GDP remains residential investment (still down 
25.5%). A recession is clearly rolling through the housing industry. 
  
Of course, the main driver of our economy is consumer spending, which accounted for 68% 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgS3q905V1-WJV7CgMlxW9bLzxQ4lFB-hW6SlN0c4mRpq3W6QywZ34ZbZbCW8BT-Xb1szTsLW1MRG2q4QK7GhN8ZnLYPvR9LjW4D2lb946vpvMW5Y1MHC1PrtD_W4ZNP4T5Xf7nBW7lwXGr2Vy6X6W1w5WpP3RQrqzW1gY1Ld4yRV0bW7VBWZs1hdF5wW1tPnK-4XbRKhW2H3jkc6DwK3jW6kr7lB6zbhlKV8sS9k7SjTcKW2M6nvP4BF2CPW3nFfRT96KX0mVbgw_Q7FpXwZW2xdKk17yxL_3W9bwSWl55kz5rW14mzRS5HNDzTW8xmFG15RgNk135FL1
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of nominal GDP during Q2. Let’s have a closer look at Friday’s Personal Income & 
Consumption report to assess how consumers are faring: 
  
(1) Income & taxes. Nominal personal income rose 3.9% y/y to a record high through 
August (excluding the Covid-related volatility) (Fig. 1). However, the personal consumption 
expenditures deflator rose 6.2% over the same period (Fig. 2). So real personal income fell 
2.3%. Inflation has been eroding the purchasing power of consumers. 
  
Also weighing on purchasing power have been federal, state, and local government taxes, 
which have been boosted by inflated nominal incomes (Fig. 3). Nominal and real current 
personal taxes in personal income are up 20.1% and 13.0%, respectively, over the past 12 
months through August. 
  
As a result, nominal disposable personal income continues to rise along with hourly wages 
and payroll employment to new highs. However, on an inflation-adjusted basis, it fell 4.5% 
y/y through August (Fig. 4). 
  
(2) Consumption. Nevertheless, consumer spending is still growing. It was up 8.2% y/y 
through August in current dollars and 1.8% on an inflation-adjusted basis (Fig. 5). In real 
terms, consumer spending is down 0.4% y/y for goods and up 3.0% for services. 
  
Consumers went on a buying binge for goods after the lockdown recession of 2020, while 
their spending on services was limited by ongoing capacity restrictions in many services 
industries. As businesses reopened, consumers pivoted toward buying services since much 
of their pent-up demand for goods had been satisfied. 
  
(3) Saving & government transfers. During 2020 and the first half of 2021, personal saving 
soared because consumers couldn’t spend much during the lockdowns and were limited in 
what they could spend on services after the lockdown restrictions were eased. They also 
received three rounds of pandemic support payments from the government, which boosted 
both personal consumption and saving (Fig. 6). Over the past 31 months (from February 
2020 through August this year), personal saving totaled $2.2 trillion, well above the 
comparable amount through January 2020, i.e., just before the pandemic spread (Fig. 7). 
We estimate that at least $1.0 trillion in excess saving has been accumulated since the start 
of the pandemic. 
  
That’s allowed consumers on balance to reduce their monthly saving in recent months to 
the slowest pace in 13 years, thus boosting their purchasing power. Interestingly, personal 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgQJXW4c5Y3h1WGKh1W1XctVH5958xmW33lg-N9jmM85W8sp4zR461jGZW6HJb0J3jDH89W6p3_sk2QclNSN44K3yRPfgB3W8NG1lp3-stgmW34_GxK3p0FkcW5znLBZ3ZMjF8W5sCLnW7JBN01W4wrGd38Ml3gKW3QDk7-7sCQv4W77PBvh3Lr02KW8cPjW_6vfG2GW7Swwlh2v543yW97zj9v26TYblW2w77C74TGD-DW7XLl533yb4k6W5rz4Mk4ZqvZQW1p-qdH5yl8x1W98YnYS1JYvF7392Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7Cg-M4W1lxNRT1SRk87W3TyYdN85MdrdW2_nsqK5PhWjpW73k95l4J7WDJW2jF8Qx7tJNxvW6X1rwV2h8xQLW5hkYlx7ZwNrwW17hGyZ6xXyL6W6pG0BR1n4JxKW2-08Sg6zMMx9Vshfvp5CKchTVxc4CP5RJ8BWW3gk-Yj8vLS1PW6f1kQd4WW-KyW3tSCmj2KkFTQW3Lzcgb36S82tVM26jS3fTr_MW5pQxPp98WRcVW2y0-Qk5ccvGpW8KwwsR106ZrpW4bMWRW3n7fkfW4N0Xd751GPcw3bPL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7Cg-YTVh5GhW4MkRkLW5Np2-S4SvzqjW3MlvV51t8GX3W6KRn-269yC_JW1Rq7ln5RjwPLW4cwwXf6BNW-DW1c3WQ04kK6G9W1npWv09kCCH-W1V638M4Pk3LKVPpFc-10gbchW89tWbC8pybpHW4zLqCV4GM3yjW1mmb16235tCrN1d_WNrsmlf-N57v2qscXqWDW7bkDw47YFFppW8QkTCY8VFtmvW7m-bjW7WYPnmW8Z1mZ51-DZRqW1VChh36LrPPbW4TXZRx4CqTqxW744B1N5RPmgY32911
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgV5QW2JffyC1z882WVWldGp74tsn1W8rf2Qh3d_dPPW6JF-hq56cF_XW3Rntnm4kWQkJW1ybY1l4Zq-THW8MhwdM3RQlZWW9lj0Cw8R3_H8N7pXn-FHrF1ZW6RsLRY1khVNBW8GRPKt6Vx_cnW6XY3r87_YJhTW1wRK117lxwy6W5SP5Wt7CJ1PbW5xZ2kL3NsT_YW2lnJJV11FKfsN7x3JlK7D2yvW8zCmwG1-bGSCW8r-rfJ4vt4R-W3lk9m13QJ7gkVj9dr66SB6PZW1jxySt8kCxy23n_h1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgXC5W4WDnsw50fxlKW8m99qP14s2zfW67hSvG3dRLJdW4hB_yl3d1yFhW9bcFQk5mH6FGW4Qh1_-6M3bqXN5pvbcwMRtYCW8TcnhV6mhsY0W4B98NY94lXQHN4WV8XmKn-H9W92k6Lt15v_nrN5tvfZDhP8h-W6YjsQ032sFn2W84fGzw1PyfpsW7B3HNQ3BHkYKW1Btrd125z34BW3lhMn59lT5l8W7zFsy61cfnZVW7cH4Gr7xY2rFW8fTjDT6Ss5qNN3mw9NGjcgSQW5rs8XX8rhxK037Xr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgH2xW8gMD9j4864GLW3vSHtb5jVrfKW8WvPRx1MP71FW6v8bJ41m__1MW4NzdmN2wKq6jW4vQR_L4SZ499VK3xtV3Nw4VbW7VX8sK4TwPLNN39zNcTQMJFsW193P0k5FTVMzW8QzSRc74YhDvW9hs3MN4RSrxdW5w06MH5RWFGZW4sGW_j4rgf25N3hl7g44QW2PVC_JRZ6DyJ3DN3s7t6j9RN3bN6DY4tnRLQhZW5wjmcj5hHDcWW1RFrkx82SFWTN7Xp4l94K2qxW1m61lT1xQg683m8V1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgQ-xW8N_p1T5-9vn5W6ky-Pm2lGn4qW3YbqVM4WVXGlW2Jystx3Q0D0-W5kqYZC7JPHHhW9jpTXP1zW5CjW3hnxb03vJNzjW5rvJb11tF4-sW8cxxsk5tw7xTVy13fl5FtszMW1StVKL1rlTQTVcbwK_82yKQXW35zSH12Vcc38W3RPqcm6HsGTqW7P9l-T5nRBGdW14r36X32pRMTW3-bynd2_1vKyVrHdyq11zN_QN8-_vYSkHR4_W2k1_7p5wmJNNW31txgv39kHFXW85st4Z8yYKW83q1B1
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saving per household peaked at a record high $28,075 (using the 12-month average of saar 
data) during March 2021 and fell to $8,625 during August of this year to the lowest since 
June 2017, before the pandemic (Fig. 8). 
  
(4) California. By the way, starting next month, eligible California residents will receive 
“inflation relief” tax-refund payments totaling $9.5 billion—a plan approved owing to the 
state’s 2022-23 state budget surplus. Payments ranging from $200 to $1,050 will hit the 
bank accounts of more than 20 million Californians over the next few months. (See the 
September 15 Patch article, “CA Giving Away $9.5B Next Month: What To Know.”) 
  
(5) Answer to the recession question. On balance, Debbie and I conclude that the economy 
has been in a growth recession since the start of this year that should continue through H2-
2022. We are hearing more chatter about a hard-landing recession in 2023. That outlook is 
supported by the decline in the Index of Leading Economic Indicators over the past six 
months. However, that’s not our view, currently. 
  
The risk of a hard landing has certainly increased since the Fed turned more hawkish this 
summer. If we turn more pessimistic about the economic outlook, then we will most likely 
forecast that the growth recession will continue through H1-2023. 
  
US Economy II: The Great Inflation Question. Inflation probably peaked during H1-2022, 
but it remained elevated after the peak, according to August’s PCED released on Friday in 
the Personal Income & Consumption report. On a y/y basis, the headline PCED inflation 
rate edged down from 6.4% in July to 6.2% in August, while the core rate ticked up from 
4.7% to 4.9%. The headline rate peaked at 7.0% during June of this year, while the core 
rate peaked at 5.4% during February and March. 
  
Let’s have a closer look at the latest inflation readings: 
  
(1) Nondurable goods accounts for 21.5% of the PCED. Food and energy account for 
55.4% of this category. Weakening global economic activity continues to weigh on oil 
prices. In the US, consumers have reduced their gasoline usage by about 1 million barrels 
per day in recent weeks compared to the same time last year (Fig. 9). The price of gasoline 
has been falling since early July and continued to fall in September (Fig. 10). 
  
While energy price inflation seems to be peaking, the same cannot be said of food price 
inflation in the PCED (Fig. 11). Then again, grain and livestock commodity price inflation 
peaked during June (Fig. 12). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgQ3rW24krCV8yMCnzW7bTvc25v7_J0W8WDc7J8VR6PFW7pzVj56BMFm4W85T1cT8t9dN3W1BP6-y5PQSQgW23753d58HwsFW8sd87x5hQ5HcW4xft4C1VWnmfW35VfB12Sx5GCW7KhyWw5-JCgLN48KZjm7z4mYW7Ch76r2LGlpfW4v_3yW5tG6XHW43wryL75RJ8SVn321m2drBP8W7DTWhh15QfbhN86DcMPgXVY8W6PKfRB5FsxXXW13Nc4v8Kj09JW4r71x146ZldjW7KYJvv5KY-G_22d1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLhL3q90_V1-WJV7CgDbNW1N9gyg1R4rwlMhbRvYJNJcmVpwkxX2qvwZlW7r6Rc05_jNFNW7QlgkQ61RYzlW4mPt2Y3ss-dNW3MctVM6VSv5KW7rZzJn2sdxR2W2wNX092vyHF8W8FTLGq1JyZT8W1BwRbj5jqpTWW3K3m9481TF34W1tTh1z7XPz7MW1DLc5Z7hJDcvW70np4B3ssRcsW2X54hm2DDk_gVG0Xmm42qG-lN48szgqXxDxHW6RFqfC6s-s0LW17rBmM7Rx0BSW6qlrmh6RqFcXN8rClJQj8pctVKKLfL7SlJ5BW2CVYVG8g9P6NW4lnjT02lyN7DW51f-r96llbXsW2J_BJL1R-cY5W4rK7NH35bZtvN1dVyKz_YYTGW2-GHFm7f2Cdt36511
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgQK3W6zpbBy665HysW3n-WBq5LqZ-bW4YrKHz4SvWCHW1_Q2_01hZH3MW47XF7-808MWPW1zyH-b731cjSN4YDsmQv1_nwW8KRmZ846TBkvW3ghVkG2v_Pl5N5XxXGPnN8J7W6h2H419cs0GxW91Z54J2MT4ssW6rSc0737lx82VMnnWm4bfY_3W8lFtcD3VdxlVW42bgjM5rkCl7W5tpF-m5x9yhNW2CCJD29kqrLXVrgHhr5qQzqTM7YPW5VnM_5W7L0Cjm2mcsYGW6q6QL5292BKp32FT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgZRNW873CWJ3PLnDCW5VWh6b4-RCFtW8lfpv66-GXczW2zTPvP3KNbvcV-wclH5K25JsVn7vQL8_HW8LW6pWfVW1MWVCPW7J-2C94pcDS6W1yrXh94dG40HW8znlR_8KP7lwW7NpLTB6JnMH0W7RYhqW8McwjJW8jGyzB5ryJzLVGG2Sm9dg65-W4GPQJM14wcD7W3YWk099hXkTXW24JVHb7z0DqmVhGY8n7P3sgpW2BdsBq3ZP2RnW58qxdD4-kKFjW4rWWXD7hRNgdW3BprZn1vn2gD3jL91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgDk3V19QXd3Mprz8VgCkpM6jtB3rW520BYJ4kTkKBW70ZSPS1JdBvVN1pGn3ybrKgCW1tF4rm620BW5V19PM53mMVCQW30rfTZ2LTHLVW1tdNyy4xPbj2W3KvbBq6y2FfhW1lF12w21pmrYW6bV0qc81tT8dW4lWZFv3SmLPGW8kNdTN7PyqyJW2zCgKl6LQK1nW8BDmd76f2vK7W2tQvw31zdSlVVZ-d2D2--w5QN1TyNKS31V2DN5qzCBQ1Mx6KW4_Dhyl3CNwNKW1M5cKS8J0cJt35SC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgVKdW4S6gWb2M4Q3vVslj842RvccLW3Rl4n576Gbm9W4-JLDR7Wwmb6W7xBWtC6z_8QfW5cM42w29dWfTW7wjfqb3PfkLsW55Ks7p83mwhPVDZ0XJ1gQ2c2W8WklKk1JM-x4W8-nlM26t0-19W4N08Sy903fqPW5VbgHN5F7CsWW4JxX1h2hs3qRW3g8MBQ3ZgdGwW3XgNQd2c9BwrW1cMyYB2PZrZMW9drf1C7hk-XqW6Nz82x6tB4wwW4NcwC-8L01DDW1sP7l12knwKqW4Z4pnM4msPdt37bq1
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(2) Durable goods accounts for 12.6% of the PCED. Of the three major components of 
consumer prices, the most peakish looking chart is for durable goods inflation (Fig. 13). All 
the major subcomponents are showing easing inflationary pressures, especially used car & 
truck prices and household appliances. Retailers are reporting bloated inventories of goods, 
requiring them to cut the prices of both the durable and nondurable goods they carry. The 
housing recession is depressing the demand for housing-related goods. 
  
(3) Services accounts for 65.9% of the PCED. Since the start of this year, we’d been 
expecting that durable goods inflation would come down almost as rapidly as it went up. We 
also had expected that the rent component would become an increasingly significant 
inflation issue for the consumer price measures. 
  
Sure enough, the rent of primary residence and owners’ equivalent rent components of the 
PCED rose 6.7% y/y and 6.3% through August (Fig. 14). A year ago, those inflation rates 
were 2.1% and 2.5%. The comparable three-month annualized increases were even more 
alarming at 8.9% and 8.2% as of August. The rent is still too d@mn high, though the Zillow 
Rent Index certainly looks peakish, having dropped from a recent high of 17.2% y/y during 
February to 12.3% in August. 
  
Also contributing more to recent consumer inflation readings have been health insurance 
(up 24.3% in the CPI, but 1.3% in PCED) and electricity (up 15.8% in both) (Fig. 15 and Fig. 
16). 
  
(4) Answer to the inflation question. We were disappointed by August’s PCED report. We 
still think that inflation has peaked; but it’s not dropping as rapidly as we had anticipated. 
  
We’d been expecting that by now enough progress would have been made in bringing down 
the consumer inflation rates excluding rent that Fed officials could at least pause their rate 
hiking—with rent excluded because it’s a weird component of both the CPI and PCED, as 
we’ve previously discussed. 
  
Movie. “Blonde” (+) (link) is a very painful movie to watch about Marilyn Monroe’s often 
painful life. It isn’t really a docudrama since quite a bit of it isn’t historically accurate. It’s 
been at the top of Netflix’s movie chart but has been widely criticized as “sexist” and “cruel” 
even though it received a 14-minute standing ovation at the Venice Film Festival. It’s worth 
seeing just for the remarkable performance of Ana de Armas as Marilyn. However, she had 
to cry during almost every scene. The film in many ways is an American tragedy about an 
iconic personality. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgFYSW5Yy__s5J0G68VB54-Y3VKYDDW7NMDhD3XFd11VNMVTz5ydzZFW3q2tLp80qBY0N4ZBb40tm69zW73X3wR1WH01wW1876hc6h33jfW2Qb7Qq8VFVBtW42flmW2lJYT6W7QM4jd1wDnncW5-733s5lfwDmW12hb6g4q0-8tW6pbQJy1JbSFPW229jnt1gJCGXW1YkqzB3-PNlGW3hvfjS3JMg53W72msXT17tw7JVbktnG877cNrVtBtSf84cDtZW4p1BfR32xmK3W7jzXZC2QDyhz3l281
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgzL6W1jM3184_xlLKW3pGR0N1F556-W6Q37W24QYVWQW1J9B_N9j_1gpW8kMKPF6pNYC9W5nd2ry2Qk5SPW4_5fls8tPkDcW6ykxNK6x77SPW5xNhww7rGCBQW72hTM769V-5NW5tPhD38K1G8bW6F77gV4b49dzW7_k4dZ7L-nBdW6Dy-dG5xgS7qW5lj1lb8kDKVJW6JD2xH8rz764W66j7gT36BHhsW30t8B75gvHczW6hRQ--1HKyB4W3WzG8Y159MtYW5G-PXk6Q0HgPW1Bh8sw3rDbF63l2z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgLlbW300bP52dmfC-W1QfqDq1bWP3kW3SFq462y_6lZW4btj1N5nF2NbW6WKmzK3N-__7W2PBQ9T93Cs35W46c47Z8zk6ZcW6v6p9k5PvpC-W7t4zyn1ffFH7W9kzbn_3JNQVRN6XZ3n6QR_v5W83LWCV6c3n1pW3k1plv1l2PdqW25HSyv496yl7W4-RgzV5Kv9mgN7hJ24RL9xmDW7RXs8T1TpNlgW7cwW6K7c8zmMW784G7G1vLWW9Vg08RR3fC0HhW2ZJ5W83RzbZKW6pz23t3SxNyb3c4h1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgZ8PW2S0lT_7W-cTwW7RNFr74MQTTvW61_yHM8cCnX5VGZd7Z13l9nwW3_wzzp3rFncfW6T7fhR3Y1cw_W6RYTg959ytShW1ZXbkg4rJ9RPW4hkk_84f9nHjW1rjt4z697nvfW137tWW4RZjvvW8XXNnT2sP3TMW2-SGbP5GNgJKW1qw81l17gy9YW1qPWJB7fBFz2W67zbmN4g__t5W3dpg9c5F5KYsW89d4fL6gkgNcW402Mm964nCQQN3Cz8TSZ8Mw7W8Nct3z5R2VYcW29HlWs1t6fhG38qq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgZ8PW2S0lT_7W-cTwW7RNFr74MQTTvW61_yHM8cCnX5VGZd7Z13l9nwW3_wzzp3rFncfW6T7fhR3Y1cw_W6RYTg959ytShW1ZXbkg4rJ9RPW4hkk_84f9nHjW1rjt4z697nvfW137tWW4RZjvvW8XXNnT2sP3TMW2-SGbP5GNgJKW1qw81l17gy9YW1qPWJB7fBFz2W67zbmN4g__t5W3dpg9c5F5KYsW89d4fL6gkgNcW402Mm964nCQQN3Cz8TSZ8Mw7W8Nct3z5R2VYcW29HlWs1t6fhG38qq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgZlQW4XrkkG2ZDVGXW7f3Qsj7GXG_1W1w3gPW1hHwqtN1_GRk74lP0yW3Fbwn7142vr2W6xH3mP79tkKWW4Fxlvf26GN0rW4FDFZD6wxvNBW56gxBv141fNrW172PNV3vxtTjW7QbFNM8dlXNQMG37G1J4BHTW2sszfh3Md7SDVf-3Hk3CZt3wVMJGQ91c4qCyVHPHPs7_lPNNW6Cz8bv8VssyZW5PgVMf7rQdN3W35Y4qC3qKwQ9N5JLPB5TvxyPVNB7bS4srdZ8W4zNtd03w1z0k3lV01
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Calendars 
  
US: Mon: ISM M-PMI & Price Index 52.2/51.9; Construction Spending -0.3%; Williams. 
Tues: Job Openings 10.65m; Factory Orders 0.3%; Total Vehicle Sales; API Weekly Crude 
Oil Inventories; Williams; Mester. (Bloomberg estimates) 
  
Global: Mon: Eurozone, Germany, France, Italy, and Spain M-PMIs 
48.5/48.3/47.8/47.5/49.2; Eurogroup Meetings; RBA Interest Rate Decision 2.85%; Mann. 
Tues: Eurozone PPI 5.0%m/m/43.2%y/y; Spain Unemployment Rate; Australia Retail Sales 
0.6%; Enria; Beerman. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index dropped 2.8% last week as 
the index made a new bear market low and finished the week at 26.1% below its record 
high on December 27. The US MSCI ranked 29th of the 48 global stock markets that we 
follow in a week when just 12 countries rose in US dollar terms. The AC World ex-US index 
fell 2.1% and ended the week at 31.3% below its June 15, 2021 record high as all regions 
fell last week. EMU was the best performer, albeit with a drop of 0.1%, followed by EAFE (-
1.6%) and EMEA (-1.7). EM Eastern Europe (-5.9) was the worst performing region last 
week, followed by EM Asia (-3.7), EM Latin America (-3.2), and BIC (-2.6). Pakistan was the 
best-performing country last week with a gain of 8.1%, followed by Sweden (2.2), Peru 
(2.1), and Finland (1.6). Among the 23 countries that underperformed the AC World ex-US 
MSCI last week, the Philippines had the biggest decline, of 9.1%, followed by Morocco (-
6.9), Korea (-6.8), Poland (-6.5), and Taiwan (-5.7). In September, the US MSCI tumbled 
9.4% for its fifth drop in six months. The US MSCI ranked 26/48 in September and slightly 
outperformed the 10.3% decline for the AC World ex-US index as just one of the 48 
countries moved higher. Sri Lanka was the best performer, with a gain of 0.4%, followed by 
Mexico (-0.5), Indonesia (-0.7), Argentina (-1.3), and Peru (-2.2). The worst-performing 
countries in September: Norway (-19.2), Korea (-18.5), the Philippines (-17.7), Taiwan (-
16.0), and Hungary (-15.5). EM Latin America was the best-performing region in 
September, albeit with a drop of 3.4%, ahead of EMEA (7.6), EMU (-8.8), EAFE (-9.7), and 
the AC World ex-US (-10.3). EM Eastern Europe (-13.8) was September’s worst-performing 
region, followed by EM Asia (-13.4), and BIC (-11.3). The US MSCI’s ytd ranking dropped 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgJx_W2BsKJx6X5tQVVTNk009m3gLlW5TyXSY3Y4Kk6N56fSYC7dNHwN3Pp4ngGY1LCW529MWs2BTzX6W7dCsgf8Z3kGGW2jCTmz3cpy5qW9h9NP35GBmqhW3Lk1-J3KqK9dVBW3TP6xd0Z8W99X91g35xTWcW1kYlJw34t8vkW3g0tXf1KC_jrW3bd1P93spsD4W3pW6vb2BrdrVW1KC99b5x-rycW1_Dlfl6JL-5DW565NvF4jyzDCMNB1-f8Wf3JN3SrrVH19sN6W8MjZb54pWYhT3fXx1
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one place to 24/49. After lagging for much of year through July, the US MSCI’s ytd decline 
of 25.7% remains less than the AC World ex-US’s 28.3% drop. EM Latin America is now 
down 3.5% ytd and is the only region outperforming the AC World ex-US. The laggards: EM 
Eastern Europe (-87.6), EMEA (-37.7), EMU (-34.5), EM Asia (-30.2), BIC (-29.3), and 
EAFE (-28.9). The best country performers so far in 2022: Jordan (16.1), Turkey (13.1), 
Chile (10.3), Indonesia (5.1), and Brazil (1.9). Apart from Russia, in which investors have 
lost 100.0% of their investment this year, here are the worst-performing countries ytd: Sri 
Lanka (-62.3), Poland (-52.1), Hungary (-51.4), Austria (-45.5), and the Netherlands (-41.3). 
  
S&P 1500/500/400/600 Performance (link): All three of these indexes moved lower for the 
sixth time in seven weeks. LargeCap fell 2.9%, worse than the declines for SmallCap (-
1.5%) and MidCap (-1.6). LargeCap and MidCap marked their second week back in a bear 
market and SmallCap its third. LargeCap finished the week at 25.2% below its record high 
on January 3, MidCap at 24.3% below its record high on November 16, and SmallCap 
27.4% below its November 8 record high. Twenty-eight of the 33 sectors moved lower for 
the week, a slight improvement from the prior two weeks when all 33 sectors moved lower. 
SmallCap Energy was the best performer with a gain of 6.2%, followed by LargeCap Energy 
(1.8), MidCap Energy (1.8), SmallCap Health Care (1.0), and MidCap Health Care (0.3). 
LargeCap Utilities (-8.8) was the biggest underperformer last week, followed by MidCap 
Utilities (-7.5), SmallCap Utilities (-6.2), SmallCap Real Estate (-4.9), and LargeCap Tech (-
4.2). During September, LargeCap fell 9.3%, less than the declines for MidCap (-9.4) and 
SmallCap (-10.1). All 33 sectors fell in September compared to five rising in August. 
September’s best performers, albeit with declines: LargeCap Health Care (-2.7), MidCap 
Financials (-4.9), SmallCap Health Care (-6.6), MidCap Industrials (-7.2), and SmallCap 
Utilities (-7.4). September’s biggest laggards: SmallCap Real Estate (-14.9), MidCap 
Materials (-14.4), SmallCap Energy (-14.4), LargeCap Real Estate (-13.6), and SmallCap 
Communication Services (-13.5). In terms of 2022’s ytd performance, LargeCap’s 17.7% 
decline continues to trail those of MidCap (-15.8) and SmallCap (-17.1). In terms of 2022’s 
ytd performance, LargeCap’s 24.8% decline continues to trail MidCap (-22.5) and SmallCap 
(-24.0). Three of the 33 sectors are positive so far in 2022, down from four a week earlier. 
Energy continues to dominate the top performers: LargeCap Energy (30.7), MidCap Energy 
(21.6), SmallCap Energy (21.4), LargeCap Utilities (-8.6), and MidCap Consumer Staples (-
11.5). The biggest ytd laggards: LargeCap Communication Services (-39.4), SmallCap Real 
Estate (-37.2), SmallCap Consumer Discretionary (-35.5), SmallCap Communication 
Services (-32.9), and LargeCap Tech (-31.9). 
  
S&P 500 Sectors and Industries Performance (link): Ten of the 11 S&P 500 sectors fell 
last week, and six outperformed the composite index’s 2.9% decline. That compares to a 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgWYWVMWbSc1db_wvW47RKq46mXMPlW52fnzS2PfZTbVWLlgz4p_knQW2VzLnR4NVl-ZW4gtNhL54ylH1W62jc6M7q63TGW5N46Z86kxvgqW11-Qgq3XzXhnN5NjH6sWFkW4W8bSLfX5Fn4kHW2tdmrr3KVy6xW19fX1L4bb0G7W9g_Fb657dBjvW2fJz3C11jZ96MFm1cGMpdD5W1XM1W94DPZy2VM_3Rt7JtZkFN5Nzd81fpqXYW36j1vt7wtH5bW4q-vWM1KxJXBW9fS7Pj940xMG3mlx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgTK4W6z4VQW41hDBMW5l4qG-5y731rVlCZb88-xSPYN4JyRFnYRZHFN30lsHzDmvg1W1hsTQ31n4YSnW6rBjGj987snkW723yQG5CFcpQW7SRPd8657LHHW5FYQZJ1G9cKhW6-l2FW3J5qxsW3hscGb3M8Y4NW1vdVjr5WBHqhW8_c2JC4TPRJFW60f0z74gfLlzW53Gq4K4hRNW6N8VJf-tBVnJ9N1YftthWMtZKW8DXkYm6Lx0XTV5BVCw58DdlvW8r1xjQ2NGlNlW36PFkm6SB5kr3hf81
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4.6% decline for the S&P 500 a week earlier, when all 11 sectors fell and six outperformed 
the index. Energy was the top performer with a gain of 1.8%, followed by Materials (-0.7%), 
Health Care (-1.4), Industrials (-2.4), Consumer Discretionary (-2.4), and Financials (-2.4). 
Utilities was the worst performer with a decline of 8.8%, followed by Tech (-4.2), Consumer 
Staples (-4.0), Real Estate (-3.9), and Communication Services (-3.0). After dropping 4.2% 
in its worst August performance since 2015, the S&P 500 tumbled 9.3% in September in its 
worst month since March 2020 and its worst September in 13 years. All 11 sectors moved 
lower during September, and four outperformed the broader index. That compares to two 
rising and seven beating the S&P 500’s 4.2% decline in August. The leading sectors in 
September, albeit with declines: Health Care (-2.7), Financials (-7.9), Consumer 
Discretionary (-8.1), and Consumer Staples (-8.3). September’s laggards: Real Estate (-
13.6), Communication Services (-12.2), Tech (-12.0), Utilities (-11.5), Industrials (-10.6), 
Energy (-9.7), and Materials (-9.6). The S&P 500 is down 24.8% so far in 2022 with six 
sectors ahead of the index and just one in positive territory. The best performers in 2022 to 
date: Energy (30.7), Utilities (-8.6), Consumer Staples (-13.5), Health Care (-14.1), 
Industrials (-21.7), and Financials (-22.4). The ytd laggards: Communication Services (-
39.4), Tech (-31.9), Real Estate (-30.4), Consumer Discretionary (-30.3), and Materials (-
24.9). 
  
S&P 500 Technical Indicators (link): The S&P 500 fell 2.9% last week and continued to 
weaken considerably relative to its 50-day moving average (50-dma) and its 200-day 
moving average (200-dma). The index was below its 50-dma for a third week after rising for 
a week before that for the first time in seven weeks. It closed below its 200-dma for the 
32nd time in 35 weeks. It had been above its 200-dma for 81 straight weeks through early 
February. The S&P 500’s 50-dma moved lower for the 16th time in 22 weeks as the index 
dropped to a 15-week low of 10.6% below its falling 50-dma from 8.6% below a week 
earlier. That compares to a 23-month high of 8.7% above its rising 50-dma the week in early 
August and a 27-month low of 11.1% below its falling 50-dma in mid-June. The index had 
been mostly trading above its 50-dma from late April 2020 to early April 2022; in June 2020, 
it was 11.7% above, which was the highest since its record high of 14.0% in May 2009. That 
compares to 27.7% below on March 23, 2020—its lowest reading since it was 29.7% below 
on Black Monday, October 19, 1987. The price index closed Friday at a 14-week low of 
14.5% below its falling 200-dma, down from 12.5% below a week earlier and an 18-week 
high of 0.8% below in early August. It remains above its 26-month low of 17.1% below its 
falling 200-dma in mid-June. The latest reading is down sharply from 10.8% above its rising 
200-dma in early November. That compares to 17.0% above in December 2020, which was 
the highest since November 2009 and up from the 26.6% below registered during the Great 
Virus Crisis on March 23, 2020—the lowest reading since March 2009. At its worst levels of 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgKXzMb0c16-3RmnW4RCyrd35vKdHW76WX-D6Cvbz5Vt7kLb2rcrqgW8LKjsn8DTkFYW28pd7H2pzzhgW5dcdwl79qM5fVK5bHl6v1rCFW7tg9KX7qJY-9W30J0-f3y4Mw6W7jW-5p3DbrvWN880mcl2d8PrW3zkrlq5MN8XDW8hJ5tr486cRkW1N__BX1C6p4vW5B99WT5fm8x-W3pQ_kf1kfcq3W6l6vBl7zgVk8W3BpXPQ2gY2GhW4PT0y14n26xZW7wsxLy31Nw9ZW8WSl_41KlFbP3dL31
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the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-dma on October 10, 
2008 and 39.6% below its 200-dma on November 11, 2008. The 200-dma declined for a 
22nd straight week and at its fastest rate since July 2009. 
  
S&P 500 Sectors Technical Indicators (link): All 11 S&P 500 sectors are trading below 
their 50-dmas, unchanged from a week earlier. In the prior week, Utilities fell below for the 
first time in nine weeks and Energy for the first time in seven. Energy is the only sector with 
a rising 50-dma, down from three sectors a week earlier, as Consumer Discretionary and 
Utilities turned down w/w. Looking at the more stable longer-term 200-dmas, all 11 sectors 
were below every day last week in the longest negative streak since the four weeks 
surrounding the Great Financial Crisis in early 2009. The last addition this time around, 
Utilities, fell below its 200-dma for the first time in 10 weeks. For perspective, at the depths 
of the Great Virus Crisis in April 2020, Health Care was the only sector trading above its 
200-dma. Energy is the only sector with a rising 200-dma now, as Utilities turned down in 
the latest week. 

 

US Economic Indicators 
  
Personal Consumption Deflator (link): August’s PCED rose 0.3% after slipping 0.1% in 
July—which was the first monthly decline since April 2020—following gains of 1.0% and 
0.6% the prior two months. Meanwhile, core prices jumped 0.6% after showing no change 
in July and matching June’s 0.6% advance. The yearly headline rate slowed for the second 
month, to 6.2% in August, after increasing from 6.4% in April to 7.0% by June—which was 
the highest reading since the end of 1981; it was at 4.5% a year ago. The yearly core rate 
ticked up to 4.9% after slowing from 5.3% in June to 4.2% in July; the rate was at 5.4% in 
February and March—which was the highest since spring 1983. On a three-month 
annualized basis, the core rate increased 5.0% in August after easing from 5.2% in June to 
4.7% in August. The three-month rate for durable goods picked up a bit to 3.9% (saar) in 
August after slowing from 5.1% in June to 3.5% in July, while the three-month rate for core 
nondurable goods prices accelerated for the third month from 0.1% in May to 4.7% (saar) 
during August. Meanwhile, services prices ex energy climbed 4.7% (saar) during the three 
months through August after easing from 5.4% in June to 4.0% in July. The three-month 
annual rate for consumer durable goods (3.9%, saar & 5.3% y/y) prices was below its yearly 
rate, while consumer core nondurable’s (4.7 & 4.1) was above; the three-month rate for 
core services (4.8 & 4.6) nearly matched its yearly rate for the second month. PCED 
components for which three-month rates lag yearly rates: gasoline & other energy products 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgCPVW25FG3z8PmMwPW5Gv5HY2flkPBM1b1WPq5_YTW7tDzHz1RxTBMW7Ydh645CwcWCVmTVBq3lkBBsW5Zz_yP1wlbMfW7BQnk07PL9WhN7cH58B-8QyJN54n1BHy1gSGW3-Vn7C75j61HW3QF58_3zP5TjN4dj9d8MhqWTW3ccjQ_5rXPK4V3psrx6pM5m5W8263FK8n_91BVv77cd7tHj9zW2M077-3rhHx3N5mkq4hzhDxxW7NwF4B4YWKqKW7frxrY15FXtKW6HwVc85wyHkM33sk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgR52N5fsKx7XPdCGW4w6B083DtN-xW42N6rL2M87KdN28mKY4SC2j6N20kNSvlP8kTN292vyt59N6tF3ZwJckbVn3W5tyGDB690KxxVJ1v8f5N55lFW3lHMFk110-ShW5XWg_c1V7dkXW4svlF639dJtJW3MddZd6pNhPhW2yxq9M5xP99MW22Q6yz7TWhp0W3NmB858-WXyDN2-PV5RS9Wq-W28y_y_7_M7-cW2sGghJ7Bm00XW5WNnMT4bFn3lW7PryTy9f0mNfW6ztX1g1VbV353bKJ1
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(-34.0% & 27.7%), lodging away from home (-25.5 & 4.5), household appliances (-12.5 & 
2.4), prescription drugs (3.0 & 3.2), clothing & footwear (3.8 & 5.4), airfares (3.9 & 22.4), 
recreation services (4.0 & 4.8), used motor vehicles (4.7 & 7.7), motor vehicles & parts (4.8 
& 12.4), professional & other services (4.9 & 7.7), tobacco (7.8 & 8.8), new motor vehicles 
(9.0 & 10.0), furniture & home furnishings (9.8 & 11.7)), transportation services (10.8 & 
12.1), food & nonalcoholic beverages purchased for off-premise consumption (13.3 from 
13.9). PCED components for which three-month rates exceed yearly rates: personal care 
products (13.2 & 6.2), tenant rent (8.9 & 6.7), owner-occupied rent (8.2 & 6.3), alcoholic 
beverages purchased for off-premise consumptions (6.1 & 3.4), education services (4.5 & 
2.6), hospitals (3.9 & 3.0), sports & recreational vehicles (3.0 & 1.8), physician services (1.4 
& 0.4), and video audio & information processing (1.2 & -3.3). 
  
Consumer Sentiment Index (link): Consumer sentiment confirmed its preliminary estimate, 
which showed little change in September. After dropping to a record low of 50.0 in June, the 
consumer sentiment index increased for the third month by a total of 8.6 points to 58.6 in 
September—with August accounting for 78% of the move up. Expectations was the main 
driver of sentiment during the past three months, rising 10.5 points to 58.0 last month—with 
August accounting for the entire rise. Meanwhile, the present situation measure is up 5.9 
points since dropping to a record low of 53.8 in June. Inflation expectations continued to 
ease, with the one-year expected inflation rate dropping from a recent peak of 5.4% in 
March and April to 4.7% in September, while the five-year expected inflation rate eased to 
2.7%, falling below the 2.9%-3.1% range for the first time since last July. According to the 
report, “Inflation expectations are likely to remain relatively unstable in the months ahead as 
consumer uncertainty over these expectations remained high and is unlikely to wane in the 
face of continued global pressures on inflation.” 

 

Global Economic Indicators 
  
Eurozone Economic Sentiment Indicators (link): The Economic Sentiment Indexes (ESI) 
for both the EU and Eurozone continued to slide in September, falling to their lowest levels 
since November 2020. The EU’s ESI (-3.5 points to 92.6) is down 23.9 points since its 
recent peak of 116.5 in October, while the Eurozone’s (-3.6 to 93.7) is 24.1 points lower 
than its 117.8 peak last October. ESIs dropped in all six of the largest EU economies, with 
Germany (-4.8 points to 92.2) posting the largest decline, followed by the Netherlands (-3.7 
to 90.6), Italy (-3.7 to 96.0), France (-3.2 to 96.8), Poland (-2.4 to 88.2), and Spain (-1.0 to 
96.7). For the overall EU at the sector level, consumer confidence plummeted 3.5 points in 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgSb4W6BykqZ1tww_WW6CvC5t69PHsbW7CYKQw4Ch7YSW84wm342Wwg0XW7R2jkX6W29HkW53pg9B5F3_lqW5cJzgl9lDQcsW4pW_SP6XxYy9W5TK0xg2rb6qrW6Zmqhm4NvrzMW1vPH826Tc28dW6KqDbV8Z8CCHW3TzGdF72Yh7LW8PqHcw8XnByrW90XFvW6jVKSmW4QR8442BMsq-W6Fwns66W9DKHW71tkcY6YGmHnVM8Gx96SGlzKW1Rwb5c8fxtdZN3bX6lPL9hRXW5FnH9W4rHNWD3bhw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVQxTV709ppVW4yQ-3T2Pz-7-W2qd3df4QGDyLN4-lLgy3q8_QV1-WJV7CgVT0W2YLBy07HpZxrW6TXxzg54_4mhN5hfzj9-jQTRW5B-4fx2KPpVHMwlZQXM968YW7vzjP87BVhysW1D1-1q4wqkTQW5YlgQ26jx54ZW1X6k0H55x9txW6DthdR58xQRDW7QNCxT2wJ8DsVznydk7K2Jc6W5hl23n6xqcs6V9-jZ87V6l2FW7_kRSg76ywRtW1PPx8j2DQS-MW2yDp1B71v124W6kgsR81Zy7l8VZGHz57L2-X_W903Pc94VK1GvW4CJ2bp3JXKFmW8mvBT09f-LTb31_X1
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August and 25.7 points since its June 2021 peak to a record low of -29.9—with all of its 
component contributing to the slide last month. Industrial confidence decreased for the 
eighth month since reaching a record high of 12.9 in December, plunging to -1.4 in 
September—the first reading below zero since January 2021. Services confidence has 
been sliding since its recent peak of 17.5 last October, declining to a 17-month low of 5.1 
this September on widespread weakness. Construction confidence dropped 1.4 points in 
September after holding steady in August; it’s down 9.1 points ytd to an 18-month low of -
0.6. Retail trade confidence fell 1.8 points to an 18-month low of -7.7. 
  
Eurozone CPI Flash Estimates (link): The headline CPI rate for September is expected to 
accelerate to yet another new record high of 10.0% y/y, according to its flash estimate, up 
from 9.1% in August and 6.6ppts above last September’s 3.4%. For perspective, the rate 
was as low as at -0.3% at the end of 2020. Looking at the main components, once again 
energy is forecast to record the largest gain, accelerating 40.8% y/y, after slowing from 
42.0% in June to 38.6% by August; the rate was at a record high of 44.3% in March. The 
rate for food, alcohol & tobacco is predicted to soar to a record-high 11.8% in September—
accelerating steadily from June 2021’s 0.5%—while the rate for non-energy industrial goods 
is forecast to reach a new record high of 5.6%. The services rate is expected to pick up to 
4.3% y/y—the highest since the start of 1994. Of the top four Eurozone economies, only 
Germany’s (10.9% y/y) rate is forecast to be above the Eurozone’s rate of 10.0%, 
accelerating to a new record high. Meanwhile, rates in Italy (9.5), Spain (9.3), and France 
(6.2) are predicted to be below the Eurozone’s expected rate of 10.0%, with Italy’s rate 
reaching a new record high. Rates in Spain and France have eased from their July record 
highs of 10.7% and 6.8%, respectively.  
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