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Strategy: Flat Earnings Society. We are expecting a growth recession in S&P 500 
earnings because we believe that the economy has been in a growth recession since the 
start of this year. If economic growth is close to zero, S&P 500 forward earnings should be 
flat. That seems to have been the case since late June. Consider the following: 
  
(1) Revenues, profit margin & earnings. Interestingly, so far, there is no sign of a recession 
in S&P 500 forward revenues per share, which rose to yet another record high during the 
September 22 week (Fig. 1). This weekly series closely tracks actual quarterly S&P 500 
revenues per share, which likewise rose to a record high during Q2-2022. Revenues are 
getting a big boost from rapidly rising prices. 
  
The weekly S&P 500 forward profit margin, which closely tracks the comparable quarterly 
series, peaked at a record high of 13.4% during the June 9 week. It edged down to a 14-
month low of 13.0% during the September 22 week. S&P 500 forward earnings peaked at a 
record $239.93 per share during the June 23 week. It’s been relatively flat since then at 
around $237 per share through the September 29 week. 
  
(2) Inflation-adjusted revenues & earnings. Even on an inflation-adjusted basis, monthly 
S&P 500 forward revenues rose to a new record high during August (Fig. 2). While nominal 
forward revenues is up 11.6% y/y, real forward revenues is still up 3.7% (Fig. 3). However, 
this growth rate is likely to fall closer to zero. That’s because it is highly correlated with the 
national M-PMI, which fell to 50.9 during September, the lowest reading since May 2020 
(Fig. 4). 

 
Check out the accompanying chart collection. 
  
Executive Summary: While S&P 500 forward revenues has hit successive record highs lately, the 
forward profit margin and forward earnings both peaked in June. Since then, forward earnings has 
been flat. We see more of the same for earnings given our expectation that economic growth will be 
close to zero in our growth recession scenario. … Also: One in three workers quit their jobs over the 
past year! But their ex-employers quickly rehired. We examine the reasons for the labor market’s 
mind-boggling pace of job churn. … And: Home affordability challenges have sent the recently hot 
housing market into a deep freeze. Melissa traces the causes and the effects on homebuilders. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgYycW55jtDv1h7dkXN334pBNt3zQtN89CTnNLDPGqW1McP2d656chwW3zx5P3157lRlW263gLf5GZwMtW778Q4d1hPZWVW3-vY-15xwMHGW8gRt079ccm_tW6TQFw04JZQF_W3TSFMV7c74VnW30Wp6q1cVR7PW9h79Q67pYq9vW8vfYF83Y86sNW2XVTB_8WJKC0W9cNwT27YYFzPM__c78M6T2yVQ2yvc2Mj1hfW7qMQm-51JgwsW7pZPZp4wTg5fW8HJlBM1WNr2WW1VWfWd3-HKrk3kVz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgXYNW54jy8J3YH-fzW8fMDb22L6dRlW1QfzLj1Y1Q5pW6ZRYQx89r7R8W571PtW1_CMBfW5PNpSq8zk9R9W8JwS-m3mqpJMVZfJ8X6mcyhCN1-DGqDRH6DcDWymmFYjbMW4gpsBy8wYn0tW3yrt0q66l3nHW8ndCw57YYYtLW72h-rW11Y3LrW157QN7211Z4GW2JDJjH4LmlrBW6Nn0wF60wq9dW3Lxdsk5QssLBW5B7czr7xpSSfW8mdGHV5M0WrHW1ykxhg5QMr_wN4-C7swmjzg437Mf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgYw2W2rlhZB7q70QZW6-qbMp9dZDLYW2_JsH-7Qydv4W3192Sy7x4s03W7ljqJ78Zx9BHW5kwl_V2VQsQfMMRWy2phDWlW5_m8nv67WgCJW5-8KH7433XLrW8cVfRz6g1hgwW4jlbfy5hk9QJW6jRjZs27V_zhVy4jR-6FPyCWW13gxpc7lBT4mW5wVsJl8FF6n2W3ygH2d40YJWKW6h41Wc1fcT6YW27DkHw1kfRBSVvv4JS7ZG1WdW4JC3t03qskKWW8JX97227D83cN7qxS3fj5snC32Z81
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgRXhW3tNDtV5ZRQ3-W30yZtJ7pFNDVW8vhB0K8s2MQlW8L5XJ23BHJbHN2twJMW4YNpNW7q-cGv3hDjdTW3gqjk42CdmK6W8llfYS40-TxmW3_pgcG4GfWZ4W66nxcr6NdCtSW5Bq5rf3DZnp0W6Zq76N7VLmhQW2rz59X4TW5zTVcl-5V6Bxr59W4M3Vvm61H9BjW71MSJD5Klm-wMx2fTvp_K5zW54bmt84pgNngW586BLG4nWP1mVFxYcm5dZqLkW9bGwLx4_7Hk_VfBbWc2_pQNn39c11
https://www.yardeni.com/pub/cc_20221006.pdf
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On an inflation-adjusted basis, forward earnings peaked at a record high during May (Fig. 
5). It was down 1.5% through August. This series tends to be a good coincident indicator of 
the business cycle: If forward earnings is peaking, that could be an early sign of an 
impending hard-landing recession; if it simply stops climbing, that might signal a growth 
recession. The latter has occurred during past mid-cycle slowdowns of the US economy, 
and we think it is happening again. 
  
(3) Quarterly & annual consensus earnings forecasts. How can it be that forward earnings 
isn’t falling along with analysts’ consensus earnings expectations for the last two quarters of 
this year and each of next year’s four quarters (Fig. 6 and Fig. 7)? They dropped during the 
September 22 week in response to FedEx’s warning of recessionary forces in the US and 
abroad. They edged down during the September 29 week. 
  
Of course, the recent downward revisions in the coming six quarters are reflected in the 
analysts’ 2022 and 2023 earnings estimates at $223.72 and $241.83 during the September 
29 week (Fig. 8). Forward earnings is the time-weighted average of the two and was 
$237.30 that week. It is converging toward the 2023 estimate at the end of this year, and 
will start giving weight to the 2024 estimate, which is currently $260.93, at the beginning of 
next year. 
  
(4) Our forecasts & theirs. We are expecting S&P 500 revenues per share to rise to $1,750 
and $1,875 this year and next, up 11.6% and 7.1% (Fig. 9). The analysts’ consensus rose 
to $1,745.49 and $1,817.95 during the September 22 week. On the other hand, we expect 
that analysts will continue to lower their S&P 500 earnings estimates to our estimates of 
$215 and $235 for this year and next year (Fig. 10). That would be consistent with our 
flattish outlook for S&P 500 forward earnings (and actual earnings during the second half of 
this year and first half of next year) (Fig. 11). 
  
US Employment: Churn To Earn (More). The labor market is remarkably dynamic. The 
pace of both hirings and quits is truly remarkable. Many people are quitting their old jobs to 
take new ones that pay more. The problem they face is that price inflation has been eroding 
most, if not all, of their wage gains. All that churning may also be weighing on productivity. 
Consider the following remarkable turnover in the labor market: 
  
(1) Working. During the 12 months through August, payroll employment rose 5.8 million 
according to the monthly employment report (Fig. 12). That was only 3.8% of total payrolls 
during August (Fig. 13). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgRsdW33mvpB9jwsK0W7nfGCH8fJkLRW40thvf4LtqbqW920HW58QwkLgW6DZQxl3GyjVHW2s1SDq7Cp0GyW4GCC4Y2v9TqMW3M45jX45zd6cW1zzW402zTMMQW8DVm4K6vT4f8W29gc9G6nhzlCW2vx18Y4Sg3LhW36xvHC6vqXmzW96QFVP66kRn4W49fjkc5yqcNDVn1MTv4ff-mXW4j_lX47RHv6-W32LwLx5wPNRKW5G-TMS65LfQbW7l7sfZ36HDSgW8zQl_77J2YssW6XKGvg2_8Dcl33kx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgRsdW33mvpB9jwsK0W7nfGCH8fJkLRW40thvf4LtqbqW920HW58QwkLgW6DZQxl3GyjVHW2s1SDq7Cp0GyW4GCC4Y2v9TqMW3M45jX45zd6cW1zzW402zTMMQW8DVm4K6vT4f8W29gc9G6nhzlCW2vx18Y4Sg3LhW36xvHC6vqXmzW96QFVP66kRn4W49fjkc5yqcNDVn1MTv4ff-mXW4j_lX47RHv6-W32LwLx5wPNRKW5G-TMS65LfQbW7l7sfZ36HDSgW8zQl_77J2YssW6XKGvg2_8Dcl33kx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgNS0W4YPz5H5f6PtkW1zsW2Q6K8HJXW6yMGpd6dVss7W5kbp0T2pG_PHW4xrc9D5kLWz9W3bTMMc3_T6mGW4_SC873LYSY3W4s8myy8Mc5G0W4SXSRm98LfBpW2319-Y6zKTM2W4f3tKz83GC75W5Gnzsq34FDpJN11fK1TSBMF7W6Wb5TG2_nkf4W6MxTrH8FTmgjW16w4n55nn9TGN6PvfB8wFVHfW3bYgLd7cnxlDW97fFw48bmgPZV_shb04wxHn0W60GMcm6Qwp-JW6N7qmC8qpgQW31dy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgBMvW4nTDKp1D9-pSVmWyGJ65x_qDW7syVY73vl_GwW1ZTxBs9k0lPFVP5b4T2xG7p0W2dsnBW82DqwpW13MHyb48lc9VW6kLzVC7hVHkqW3jVnGm7jwv5xW6FPyjr2tGPFyW4l_2p27jL5SGVfF-dG5Ck6zKM3YBW-xp6GsW4CnMcX892HHvN5bxkvf7J-lFN1HSdNCnLgkwVjTw6D4w7qhPW5J6zsK1kfff0W2BkKcH20Y2ZJV-F9m62lr5K-W5_6b6V36cGX0W3VCckJ1XvXL138_G1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgK5-W2H4H941zwg9QW78Jh403fPs-CW94NDb36LfMvLW7NBhKX4mYZldW7TWBlv4NNdCmV7dZhC3hB1gwW7kB86z94hzFrN4xskqNN30DsW7xZ7dN2Xt1n9N6FDbjjS6kjQVNcvf02NdLvYW5YDbc87dtdrVW263Y938YF0GvW62RS8L8Z3LbHVDRt-06TrPdhW1_lwfH6Qj2F8W6gxwp_5G_r6MVmSzhv153_PhVjLZML8f1FGQW5vYhbr5RdJCDW6H2HrQ8MDFDpW8LybVT31z4pX3hR71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgYMbW1L_J2s8Th4jkW45p1R132vjrxW4RLnNv3KFfzDW8dM1Mh1fZphGN5zwTPyF7j9NW1L0CfX84dqLCW3VMrDh7_nGnBVfFgG81BQwrVW1MZdwj98N5XlW22sPRb11CJ7lW41qv1p7ls8w5W2x5NCz6kFtbnW36ySjM7Dst8nW3m54Rs8GPT09W9fqRJK72bbCsV8tBj68V1Ss5W4NlnFx2RKmFmW8PshzH8_gsb7W5CB7hj1WN1Y0W42NxgB58WNH6W4L5TVL2Dwdr2VnHy647JRK3r3kWf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgND_W29lxb-4Kk9dxN1zXZmGR5kfqW1HQ2x06BZz_sW36mw0q7_Q_GnW1mf1mN7mcXxxW6_c0RT8qXR0sW7yhbwC250JjvW8TzM8Q83jPN8W1d8G-168x-ynW6Y0xqz7qdDR3W4RNFGv45-BYVW1p1zJZ6Q34gdW6PrktV82P6V3W4m0tlV4mRNZsVg2yVV5TQtlfW259YRr1v98c3W37b3VF2dpdbxW2cXT3Q7GyTMdW8ZGShF5VLFDyW691dfS6fR-LPW4x7zNh6Lmcl5W1BXH715QSfST35Ln1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgPKRN3DlbYv-806PW4WyRxY7Q19KHW56jBNR1PdysFW7HypBh83VsT7W6Y8Rt02JYy5-W2Pthx53zyqJLN4mNdtts-YstW1sDDPV1tYRKxW3yYV9K1sJqf3W5nhj8G6DJFl6N8DfSBkMGBY9W7CD1My3ZTQ2BW1D2Rw95z2HRgW1wkrKm71GCm5VbFmDm8B_Fv-VgvgRR4MkQ-vW7yYwzb5YVrFhW4DG_Vv197JbxW87FZ8b6Z3cdRW4dNPtW1LJ7bHN6n08VHg6PB1W7TxNMV96VVk73hLn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgFJHVWGy7C6sP7PkV57CXV6yT-k5W5V9Htd3BrhVSW8Rq0Kw32V1qZW4Zhw5K7pQpC3W93stG05y8VK3W8G44qr5JpYJTW6WmtfN3hK0VWW7Zj4zN8NHQMlW63QhpX8rTFh3W3t4VWZ6b-kTsW1NmPjz9k_d0ZV5gnJf2g0n0BW4-BRht61VBtRN7FftstpL38cVctVPk1tyF-dW8QBV751vl2LnW3SGHHS5H7SybW2VP-Kl24r3fHMjs_sPGBSk0W2rqyyb2fRg2_W3jDjjD527Cx_3cgp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgZG1W64Fcx426q2-4W61n0q97cNpVvW6GWLHC3bLjPJW4zp3jV8KJFzNW93D4NZ2_yPMcW4yg1Ly6ctMk2Md4QN3ljP8PW8HZPlX8n8XdHW2HTm211YXN5hW4zl28Y1QST_FW7tVyCR1HgL_1W3LyRz82NqxW6W9cxwxq1QsLdRW2v7fjB9fc2KXW1M9YlW7t57ZgW4pC-pl1pJ7qVW73g98T6LdcFgW55DXtn5tVs4TW5xDLS54kWKNZW54Bxjv6WTDzSW64SgTy1P7Xw2W4bYfmR3KFyF635hn1


 

3 
 

(2) Hiring. Over this same period, according to the JOLTS report, hiring totaled a whopping 
78.0 million, or 51.1% of August’s payrolls (Fig. 14 and Fig. 15). That’s right: Half of payroll 
employment was attributable to newly hired workers, i.e., hired over the past 12 months! 
  
(3) Quitting. Over this same period, separations totaled 72.2 million (47.3% of payroll 
employment), consisting of 51.5 million quits (33.7% of payrolls) and 16.5 million layoffs 
(16.5% of payrolls) (Fig. 16 and Fig. 17). That’s right: A third of all workers quit their jobs 
over the past 12 months! 
  
(4) Job openings. All this churning can partly explain why there are 1.7 job openings for 
every unemployed worker. Jobs open when workers quit. But the rapid pace of hiring 
suggests that jobs get filled quickly after opening. 
  
(5) Switching. Some of this incredible churning in the labor market undoubtedly reflects 
workers’ perceptions that the labor market is tight and that they can get paid more by 
switching jobs. They are right, according to the Atlanta Fed’s wage growth tracker (WGT). 
During August, the wages of job switchers rose 8.4% y/y, while the wages of job stayers 
rose 5.6% (Fig. 18). 
  
(6) Eroding. Meanwhile, the PCED inflation rate was 6.2% y/y through August. So in real 
terms, the WGT rose just 2.2% for switchers and fell 0.6% for stayers (Fig. 19). 
  
US Housing I: Reversal Of Fortune. No longer are buyers lining up around the block at 
open houses. Homebuyer enthusiasm has been curbed by the Fed’s aggressive interest 
rate hikes and quantitative tightening, driving up mortgage rates thus reducing affordability. 
But buyers aren’t just wary of committing to higher mortgage payments than they can afford; 
they’re also wary of purchasing a home poised to depreciate. 
  
Depreciation is a real threat because sellers have been dropping home prices to attract 
reluctant buyers. In many US regions, home prices are flat with year-ago levels; and in 
some, they’re down. In August, Realtor.com found that about 20% of sellers had dropped 
their asking price, noted CNBC, versus just 11% a year earlier. Redfin found that the 
average home sold for less than its list price for the first time in over 17 months during the 
four-week period ended August 28. 
  
Affordability challenges dampen not only demand by causing buyer hesitancy; they also 
dampen supply by making sellers reluctant to list their home at a time of falling prices. As a 
result, Melissa and I expect continued affordability challenges to drive a further pullback in 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7Cgz_0W1YRdnC49pXxvW43BQMq6D86t7W1bH4Ty4QC981N9bFyZ3-hKTXW16g1Ms8wr2YDW58HvnW3pDfmgW8HCx828X3LJ7W7BT37s7kFVQDW8NJ5tv262lntW9g22wR6zDz9YW6yX5q87gZ_flW95ccgJ6DCKMLW3kL72b842S2MW2Qr7LW1Q1PSmVFJ_qQ71BZ1-W8HVFpR98C4mrMZKj5fG02k5W7TgmHM69Nq5RW5Z5r9w5V6D8_W4pnz706FNjmMW9f-0yG78KwcDW6BzLWd54ClbQ32C21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgSvlW2gzK8T4ghgzvW5W5DlC5VptG1W7Ty_Kz7CScfrW95mVQC9cB7l1W6VGrLw7FN1JhW53s7TB8X8xwRW7fBYn89hPK9xW4DkR--2PrS-YW8HGDdM1ztf38W2DLc0j4dR7WGVlw6cj8lVB2GW2SNZ2Z26nSyTW4JZ2lK1ZlMtPW1fzLhp2GRQjKW2rgMHG2Rm-RJW5kwqrB3GMdMwVy7y3s5b32J6N1JB-Dn8GrkSW1RJNL56Wq-BcW2y-RY35XhLD9W8vtnxC7tzWWqW3MkHrZ7MgqZb35Zd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgKndN8-nY78xZSjcW2dyBmH5pT9c7W423Z1c3ZxBgqW8p7sWx7GvGh7W6q_jx83Wjy3pW3nGsWm2b4bCNW17FZW35yswK-W2cQj4p5NdB08W7zXWKr1mZxBkW4tg_8_8v-HMnW28gq_c6gVxWJW4MMCGj2lJ9j0W2YK1Vk1BMc5TW557vLZ49xyc0W64yGtZ59Hs9-W4P8jdv6S4y0vW86y8qj59d3gCW5HnXWy2Z83LvW74Qlcg4yhFCMVLQCdv3F28NRW5jLPlr8Y2GQjW9dZgkV2gj53f373y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgQTLW6bZZtb5nT5JtW2Vj4ZL7r80ZMW6TP5GM3VBGT6W9jrHlV6yjgLwVTc50F1D5tYyW1YD5Zd8GJlt0W7j-X1N8rLzzbW7kdthT9c9ZvBMmZ8JKSC4YKW6Sz5b71DVW1wVr9FfD1qsmzbW3p_BNg4_RQ_XW4H3HB-6G5nCFW94Bb122Z2McbW22ZPNL66Nc_JVCrrdw8r70-dW7xdw1L6v99ktW1MVW6d1zWXSrW3YhGbg6L2HY2W4ktCj_6gkBsKW2n07wk4hwTNPW78wyNc8lbxQr3kTF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgT9cW1DcnxB276j-BW70SxZk2fGTktW7zYK4X6sdJqfW7-rp-R931TlRVcXm0z44xDTtW4_Tzw11XZPfCW114q5c8xfz3LVVBzpL5ZRq9FW7ycyrn44qPGgN7q4QhlHgfMGW2Vk0xb1j00dMW6KM-Q71XXzx7W7XXnFp4bVXp5W4L9r4s6bYJKdW1Lg2Xr2NS2LFVBzrl-5K7tqMW36tRtF3XM2fBN4q_pb6wnLfjVbwj6F6dZlc-W5t7QTl5qKHxMN7kb1KXn6MnpW3-ZBd47rrsmJ334B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgWprW2CYftY4G2vtDW7QnFvR5BkHVQN3LKjzxXyZ9tV68W531vRW11W7gSNK01nQXYdW7pfZXZ8STl4sW8BLr_86t001YW99ghT854M2YPN4Xjzd6Q7_VDW78HTm624RNSZW5fLppt6dTbtQW7lgd-B6TsYhTW67M-YR16T6XpN4QCG7Fl5rqlN81qcqwBdjG5W3r6Lqh6R3t8MN5BF-lmCBPWxW97b6KW1pVMq8W1SHf_C2GkvNnW3sxL9K6F9V_gW4gmrPZ67K_xfW24PGyV5SSRVn37Cm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQN33q90_V1-WJV7CgzXqV1Llf16K_G5KW4lmjG292g7SNW6fMk7G35kS8PW3BdvlF2K1Gy2W2ymTc746hxKBW7DPjyh3SgX0TW3XPMY64MF1W0W33Sdj_6RppljW2-Nsw92cylnNW2w4C6K2d7wFDN2n7mtVy1p-KW6x6s704JQJHxW4CYVdr4zN__wW6kCGXJ8mfLpdV4LHh28ySntqW1hJgSs8lVx1FW3wDWhy3vbSm6W4DMr3p5SHf_QW1MWHYl6Bw1LcW364DVL8_BPWwW2Cbrjw45w26BW5-VRCM1zBg7pW3R7VyV2cRR-pW5b4hdd82nmxvW54DfLn5MwxyQN96H8hr1ZXSdW7YMglY4ZZ84MW8PX-ZF1dB6w3W1QxmtG4tWr35W6J-mqG7hCLby3lS01
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housing activity. 
  
But notably, we don’t expect home prices to freefall, as occurred during the Great Financial 
Crisis (GFC), because today’s market is supported by more stringent lending standards, a 
persistent shortage of housing (since even before the pandemic), and the heightened 
importance of home in people’s lives since the pandemic—especially when home doubles 
as a workplace. 
  
(FYI: More than 60% of the increase in home prices from the start of the pandemic to 
November 2021 is attributable to the rise in work from home during the pandemic, 
according to San Francisco Federal Reserve Bank researchers. It’s a trend that persists, 
with 30% of work still being done from home as of last month.) 
  
How slow has housing activity gotten? One of the ugliest charts on the block right now 
shows the index for traffic of prospective buyers of new homes. It has continued to plunge 
from 71 at the start of this year to 31 during September (Fig. 20). Just as ugly is the chart 
showing the sharp declines so far this year in the Housing Market Index (for new homes) 
and the Pending Home Sales Index (for existing homes) (Fig. 21). 
  
Consider the following: 
  
(1) Rising mortgage rates are busting the boom. The single largest driver of the housing 
market right now is mortgage rates. Interest rates on a 30-year fixed mortgage crossed the 
threshold of 7.0% on September 30, the highest in the history of the data going back to 
2004 (Fig. 22). 
  
Mortgage rates took a momentary reprieve in July. After rising to 6.11% on June 21, rates 
fell back down to 5.26% on August 1 when the market briefly hoped for a less hawkish Fed. 
Rates could rise even further to 8.0% should an aggressive Fed not relent in the rate-hiking 
cycle. Currently, rates on a 30-year fixed-rate mortgage are at 6.86% as of Tuesday. 
  
Mortgage applications for new purchases fell dramatically by 17% ytd through September 
30 (Fig. 23). Since very few borrowers would benefit from refinancing, applications for these 
types of transactions fell 84% y/y during the last week of September—to its lowest reading 
since September 2000. 
  
(2) Buyers are affordability challenged. Homebuyers today are looking at much different 
monthly mortgage payments than they were just a few months ago. For a $400,000 home, 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQK_5nKv5V3Zsc37CgPzNV7YxsT89kqHyW8DBPH01C9FGCW4cVdcX7dqQ96W5syGb08slyr_W4rlwHk8jPQLmW6bsnLk1rlhC4N899lszL1RTrW5mjR4D36sQPYW7RwJRC3thPV-W72QzsV3VFVW8W4gC70z5tLmV-W8sft_c3b4Vw-W2JpQgq56D_zbW2SC6ln1yfxhDW176W1y3strzMVr1yz79fJP9HW92jCTs84b3kGW8yhTyG7mFhsDW7kKQRN2cXZjYN7J3n6m8rSfnW94BT3348DfCxW1BL-ty4zktgLW87rwKk6HMwSZN2C7qychC6dTW4TxSjL4TkRb7W59gv9j6Tw_wxVNY2P75YwnFwN1qBdQmX7JLRN1ZQlr0tQs5qN6d6f-sQGFK3W7CnQpy6N6GwnVn5cQv5HgGY33gyN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7Cg-45W18Xg2883CxxFW2gKNM53rGDz7W3TB-z44c0PrrN27yYlH_CQb9W8y-9jc4yrY2zW8P3R8T7H5sqbW3bZ7f04KcVLyW1rzQp_2VpMsMW3xLBr43JgFt4W1b3HL46tHKlmW3Nm2L75f_44PVmWHs76sF0WxW878jvR7hC5MbW7_6qCP2bNbnnW2sYFrZ323bCWW8Cc7J683dBT6W1w0MQS3k6t_dVb4RnC5hZ8mjW85Dtpm5zHV9GW3FSzDy5K7-GyW83ylRC3QtT1mVs1xWV2M2tby34GV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgFnQN5_fXfT-BJpBW3VSP7M5CN-ybW8xxwXL4Wxt3WW6td1sx4LnJzSN16hyVD2ZyScW1y0QMk99TL1gW4Xgy2l8gMmG7W64DxWX7JHW0wW8FkJHh2dzVdtW63fD3R4wz94XV_d-c-4jdjq9W8GzJ541LMC2sN7Zcc282Fg0RW7MqHnT2FL2DQW5LcdmM8bXCb2W6sQNCc2gdBBYW8kvpL382LZx7W8nGl7r23095vN3JhMdfsPRpvW61hQl26GBJK5W3ZZXPH5fd697W5MmPL66H19vn3bD61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgDb2W5hP4nn1kp8jgW7654RQ9gpStFW66w7Dx2QMfC1N2HGBPfPPWlgW5b-2dG7MYl0pW5n0Vld4S7xzgW8KjNrh59dC4cW4BLX5p529jt1W71wwjQ3t7dVqW56p6nx4g6TD8DkRdZSLB44W5D0Wvc1HSgTsW5YZ0n99kJTBcW4DflN17gmD7lW2fyk08498SgPW2x1w6z3TkFKlW1PNty_4dJBV9N8Ryr5n6CL0BV6c5cQ22CLR7W5QLgC72MhV2kW33BJjn1xDJyQN8kbPBL_9lbQ32lT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgHr5W2PKqR64g_Yd5N1FKpnpZW_C5W4mHphJ3LL0YRV4lpS98z_gQ-W627zv44KFS7FW7g3vDJ6-dxdQW38qHyQ733hnnW9cW8x772PnHGW5Fnjtp9gVD27W36w5XF2dKC8nW8pVl_g6pNV14W40lzp14_KDMvW1Pf-gh7T7hlpW2TpmMw8ThX6tW6B14qh2y5L66W8yg3D71c1dYTW5B6nCR145WkPW7K-G9C1myRRZW6qR22C7rW8j7W9g6xyK1TxS_gW1GJ-526Kzb6WW4G0xkW5DC2-43fd71
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the monthly mortgage payment would now be hundreds of dollars more than it was in 
January. Prices for existing single-family homes have come down some, yet still are 45% 
higher than they were pre-pandemic. Through July, the National Association of Realtors’ 
(NAR) Housing Affordability Index, which is based on a 30-year fixed-rate mortgage, 
dropped to the lowest seen since July 2006 (Fig. 24). 
  
Although mortgage rates have pressured home sellers to cut prices, home prices still are 
significantly higher than they were last year and before the pandemic. August’s median 
existing housing prices (including houses, condos, and co-ops) fell 5.9% during the two 
months through August from June’s record high $413,800, according to the NAR (Fig. 25). It 
was the largest two-month fall since September 2013. The y/y rate of increase slowed to 
8% from 25% a year earlier (although it did remain an increase). Over the latest 24 months 
through May, the median existing single-family home price increased by 45%, slowing to 
26% in August.  
  
(3) Prices decelerate with declining affordability. Home prices cooled in July at the fastest 
pace ever as measured by the Case-Shiller Index (Fig. 26). From June to July, the national 
composite saw its first month-to-month price decline since February 2012. Because of a lag 
in how the index captures price data relative to when deals are done, July’s reading might 
have been skewed upwards by temporarily lower mortgage rates. 
  
(4) Sales soften as the Fed marches on. The NAR Pending Home Sales Index dramatically 
dropped through August from the record during mid-2020 when the Covid lockdowns were 
lifted. The index tends to be a leading indicator for existing home sales. Many sales 
agreements on existing home sales under contract were undone because mortgage rates 
had skyrocketed. 
  
The recent weakness in sales largely reflects the surge in mortgage rates since the start of 
the year combined with the jump in home prices since the end of the lockdown recession in 
2020. Total existing home sales (including single family homes and condominiums) plunged 
26% since January to 4.8 million units (saar) during August, the slowest pace since May 
2020 (Fig. 27). New home sales peaked at 1.04 million units (saar) during August 2020 and 
fell 34% to 685,000 units during August of this year (Fig. 28). 
  
(5) Thank goodness for tighter lending standards. Fortunately, mortgage lending standards 
have been tightened significantly since the GFC. During Q2-2022, the percent of mortgages 
delinquent by 90 days or more remained at a record low of 0.5% (Fig. 29). The similar 
delinquency rate for home equity loans was 0.9%. Both were well below the delinquency 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7Cg-tNW88_hZY1wGtqqW89PS76915Yv5V-xnHB3Cf0NlN843k5_dL3P9N71k4ZYPXY6dW8Fcgts69Xk5vW3jygQW3p79nBW81SS347JBM91VnRjnF4RbdRpW45pxG-1hz10zN8l-THT6Nz5FW7sBDYW4Sz2tDW728X-T4syG86W8TsNv276RdKzW7RZdc44X4JJQN978B--SHFBrW7W_W1q56dSKyW7KP4DL3kcqT_W7bWCZl8N6vmPW2XppgZ7R68LWW57Dw711KX3gjVp_HL_64ckqK3qh71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgGJKW178QpR4klnt0W4fxtCd2MDrcYW3ZkQ3l703pRsW29r43_4xcvl9N3ZZZ0f43blkW6TrCkH4BBXG1W6WCC791js9vxW4V_KNp8Jg4vkW1XCx_p2SG5GhV-Zpz83tj0QdW61Bbmj5NKHblW3Z7H4F2f7DN7W33SH027zLL3PW1jGMwg8cJsyLW7PS6D37r1fLBW7v7gHs4lFR8HVL_DHm50MMKWW8V2y0-5grr0tW3h1sLX4VKzcFN5F4PyvzMDMYW4VS_x63K-FHkW3sgDTd4rfwyL3dll1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgPJZW1pWZlj102Hj2W5mRB0T8bGJ3DW4Rc4rG3wHVbzW6NpWNW75Wn31W6-3y6V8h3Jb7V6YDDL6PG89PVhBnHQ29q_sLW55jxhF3bKpscW6_Md0N1yXD2ZW8P8lr36wt-y_W8lgT2J8TQhWFW1Hdq2S3nTtRMW4h1YT_8XfR_cW2gy0813N4tGQW1KYyY72pXyQ9W3y9qB25dQfjMW5qsZ--5d14stW8FvkjN5BrqrwW8Nt6zL5qBgLcW2Wb9vM3zhstnW8nykLn2v-ZrBW2PydXz4wQ40k3qbL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgVctW4g61cV7_H37-N18BsbyXzvSGN8DlkcP41V_WW4dgNKn4zqDvpW5NkRfg2wzKXsN1WycdDC-4rNW3m0T3Z5-D_zzW7P69S68hgms9W1xnBk95LSNvVW374wt35059chN37r7dDtkxQ-V_6gY89lDRq7N8X-4V94t8qzW4-rKDp43xCcXW1xKtb19htS1hW8K2Yj07Qm67RN6Zl8NF59kC1W4DX7pf8vZH7sW8_DQKQ14Yr9yW1G9FFs3pmFhzVtWW3H3066nZW6bv2K88mWD-334X21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgZV1N3vNKR7xW54FV_-wft50MNpTW33Mcgf1tcWPRVSJ0L68G4c3pVzhZRH6Kd9R4W82JHJw7D2q1jN28nBd5fBXQ9W7BhhZz8Gx5rcN8Kp_5b9Wf3yW7QdDwh4lj_cDW3LyjYF1hswZdW2Y270Q6dR6SjM9r19RL-FczW1_PyKr3jCqSkN2X6gDgcDD3YW1tMj_Q4ZHwTzN5Wy9GCvph8yN5DF72xhJ_D4W5KGpMj4kdqGBW1QCSKC6dB-mYW4C56dR2MyXbhW20nyxP3l2W4S3lVQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgNtLW8HYh4j5PFmYLW2klVPg2GKnVDW6BR3S63BSSL6W2Tg1dz8jK6nrW4mMQ3K4QbGBCW4nT4d0228BtvVgDMD514qZ0zW97MM372hzzb2W82kz696Yf-0QW78XcXG2Fsg8XW2_vPkH3Dp3lsW8lD3kh989YDsW35L2q28XBpFqW67F-JT71PxmGW7BylK2681Pg9W8DcvXq95MtzLW1QtGJr1JjxQ2W5nvjpg3lyrmRW1wXdm53LSgmjN5qwbqpCKZ8JW7hNFM23XPFQkW4fhQs-691pRx39Bn1
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rates on auto loans (3.9%), student loans (4.6%), and credit cards (8.0%). 
  
US Housing II: Homebuilders Are Flipping Out. The National Association of 
Homebuilders’ latest survey of homebuilders reports weak traffic in many markets owing to 
the affordability challenges discussed above. The median yearly percent change in 12-
month moving average of single-family prices for new homes fell 17.1% through August 
(Fig. 30). To bolster sales, more than a half of homebuilders have been offering incentives 
like home price cuts, help with closing costs, and free amenities, Robert Dietz of the 
National Association of Homebuilders recently said. Such incentives combined with 
elevated costs for labor and materials have pressured homebuilders’ margins. 
  
No wonder homebuilder sentiment is down. According to the National Association of 
Homebuilders Index, homebuilder sentiment fell 3 points in September to 46 (below 50 
indicates negative sentiment) (Fig. 31). Given the weak margin prospects for new builds, it’s 
not surprising that big homebuilders, including Lennar and KB, recently have announced 
dropping pending deals for new lots. 

 

Calendars 
  
US: Thurs: Initial & Continuous Jobless Claims 203k/1.345m; Natural Gas Storage; Waller; 
Mester; Cook; Evans. Fri: Payroll Employment Total, Private, and Manufacturing 
250k/270k/20k; Average Hourly Earnings 0.3%m/m/5.1%y/y; Average Weekly Hours 34.5; 
Unemployment Rate 3.7%; Consumer Credit $24.5b; Wholesale Trade 0.4%; Baker Hughes 
Rig Count; Williams. (Bloomberg estimates) 
  
Global:  Thurs: Eurozone Retail Sales -0.4%m/m/-1.7%y/y; Germany Factory Orders -
0.7%; Spain Industrial Production 4.8% y/y; UK Construction PMI 48.0; Japan Household 
Spending 0.2%; China M-PMI & NM-PMI; ECB Publishes Account of Monetary Policy 
Meeting; RBA Financial Stability Report; Macklem. Fri: Germany Industrial Production -
0.5%; Germany Retail Sales -1.1%m/m/-4.3%y/y; Germany Import Prices 
2.0%m/m/29.9%y/y; Italy Retail Sales; UK Halifax Price Index; Canada Employment 
Change 20k; Canada Unemployment Rate 5.4%; Japan Leading & Coincident Indicators; 
BOE Quarterly Bulletin; EU Leaders Summit; Ramsden. (Bloomberg estimates) 

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgV1cW7f2JJR49Tg9hW7G5nnd8907WSVGp1Lt6XP5nnMCW-mM3r-m2W5kF-2C4hzhNYW7kLnC77WJKtqW6m83Cm7lSZC6W1GPvWf2v5mG-M7_PnpPJp6xW35BWbZ4RRR-5W2Gwxqf88S5J5W9dcPpq2BSh4yW8JK-yb3Y6k5-W3NqMNk1ZGwZGW92Xr-y8zKttSW5fnlsG57J95RW3TPMgD4cYFvPVNzmT89lKJrrW5kYyFg3l8dcxW829sG46gtyXGV35m137K1SWhVLClGD4VwF5t37w-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQN33q90_V1-WJV7CgSp_W5nWD8y4Dy-d-W1s-qgR2MlDgxW4sqhb71RNpWxW8rgHz175mWBRW43yvmS3r60mgW6M11kr8DSFV4W7zQv_C6CsN9yW76pL8-1wxFfJW51J9vs7v_wG3W6MPt0X7C1C0mW8yD-gS4zV9MGW6T3kJC3_mL0bN2W2tN4LsTB9W55vL775ZY-XxW3052dX8MDyHZW2mpv_F4sMJBWW6cG_6V2Zp69_W7nLmrZ1_--81W3KpySx71gh0XW8_Wp4Q3rnnbnVsCrk46fR2gpW92mNlf8HLGYMVVk6Js1kcssyW353P-g78l5jZN2bFfdjsb-qgW151GD35JFVBRN3wHmKzKpLRrW3v6vhZ5LGB26W84S6f44DNK-JW3BGc6l8YCfBq3fL41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgWPlW2SV0lW64qTNRW5f1F_97fhPYDW3YS9r69dwKfNW6TRwh35K9dkLN7gV74DW03z9W7j8v2m1PxYSZN2S15PNbChZ5W1Qc5jS8Cv6fBW96wR9J5hZtLLW3qvKj19h7wNGW8srbGp69-4SSW9kqQjR79KWjPW7rlVsq5TqXRtW55sRvf1LsQg4W64PPVS1B9dMjW9kMMz-8dLwNzW6ysDY33cnkZrW7zcQjt91dY3ZW67mfPB3t4g0hVcZLXd2rNynWW32gvk91t5CqqVP9hT13wW1Lp3nlx1
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Strategy Indicators 
  
Stock Market Sentiment Indicators (link): The BBR sank further below 1.00 this week, 
dropping for the third week to 0.61 (the lowest since the June 21 week’s 0.60), after rising 
from 1.00 to 1.15 the prior week. Bullish sentiment held steady at 25.4% this week (the 
fewest bulls since early 2016) after falling the prior two weeks from 32.4%. Meanwhile, 
bearish sentiment moved higher for the third week by 13.6ppts (to 41.8% from 28.2%), 
exceeding bullish sentiment for the third successive week, to its highest percentage since 
the June 21 week. The correction count dropped to 32.8% this week, after climbing from 
38.6% to 40.3% last week, with bearish sentiment unseating correction as the largest group, 
where it sat the prior four weeks. In the meantime, the AAII Sentiment Survey (as of 
September 29) showed investors describing their six-month outlook for stocks as “bearish” 
remaining near record high levels, while the bullish sentiment percentage ranks among the 
50 lowest in survey history. The percentage expecting stocks will rise over the next six 
months rose 2.3ppts to 20.0% after falling 8.4ppts (to 17.7% from 26.1%) the prior week, 
with optimism remaining below its historical average of 38.0% for the 45th consecutive 
week; it was unusually low for the fifth successive week and the 28th time in 39 weeks. The 
percentage expecting stocks to fall over the next six months was little changed at 60.8% 
after rising five of the prior six weeks, by 24.2ppts (60.9 from 36.7), with 14.9pps occurring 
during September 22 week. (It was the first time in the survey’s history that pessimism was 
above 60% on consecutive weeks.) Bearish sentiment has been above its historical 
average of 30.5% in 44 of the last 45 weeks, and is at an unusually high level for the 29th 
time in 37 weeks. (The breakpoint between typical and unusually high readings is currently 
40.6%.) 
  
S&P 500 Q3 Earnings Season Monitor (link): The Q3-2022 earnings season is off to the 
poorest start of any quarterly reporting season since Q1-2020. With 3% of S&P 500 
companies finished reporting revenues and earnings for Q3, revenues have missed the 
consensus forecast by 0.4%, and earnings have fallen short by 4.1%. At the same point 
during the Q2 season, revenues were 1.4% above forecast and earnings had beaten 
estimates by 3.9%. For the 17 companies that have reported Q3 earnings through mid-day 
Wednesday, the aggregate y/y revenue and earnings growth rates have slowed from their 
readings from Q2-2021 to Q2-2022. The small sample of 17 reporters so far collectively has 
a y/y revenue gain of 12.8%, but an earnings gain of only 5.0%. Just 47% of the Q3 
reporters so far has reported a positive revenue surprise, and 65% has beaten earnings 
forecasts. Furthermore, fewer companies have reported positive y/y earnings growth in Q1 
(65%) than positive y/y revenue growth (94%). These figures will change markedly as more 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgFvLW49YJ_H7F3yDrW8SrLqT40T2PCW9czY_R1j-108W1dQ7KF4rKSQ6W2YStjK6Qk-gSW3s3nhN2myCR4W63MPmw2sfY5vW6G52xR6VgfGNV7pkyz59C5kQVvkPvS4KWY-zW3Zd8cP1xy1jpW3QPD3h72169MW32jCjn6cclVmN6KSqCm2GCm8W5HYv341Zsnw4W51scd98VgyMpN39f-j1sLFpZW43TnfK8RNwQvW57tglt6kt70wW9k_xJd40yRptW5JRLpk6rG43hW4B1_5H4fczhX3c7f1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgJB7V2jHYj2nhg4yW4T2ZdL8PWl5dN43KvgWKMyF6N1QWVxVkYHJ7W1lN_tp7sPXZcVknkD45MbKspN8sDLT3-Zx_TW169yJt6zs1BGVWhTjq7c30pGW5FMZJ15pdT3LN68VYZJXd5s2W6VFZ6b68XZgZW6fFSXN7lCYQLW7Lb8111LXbm5W23RGny73d3LyW7yzHVS8s0NHbW7_vp1J8pr0_HW4Yq3dR6q7ss8N73WX846X8Y5W1v9bzL5-qJSkN2vxc0DwKdJ1W5GfhrR6VJqFP313n1
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Q3-2022 results are reported in the coming weeks. While we expect y/y growth rates to 
remain positive in Q3, we think the revenue and earnings surprises will deteriorate q/q due 
to the slowing economy, missed deliveries, higher costs, and currency translation. 

 

US Economic Indicators 
  
Merchandise Trade (link): The real merchandise trade deficit continued its narrowing trend 
in August after holding steady in May at -$116.6 billion. August’s real trade deficit narrowed 
dramatically to -$99.0 billion from a record-high -$135.8 billion during March. Trade was a 
major drag on Q1 real GDP but was the biggest positive contributor during Q2; it’s likely to 
contribute positively again this quarter. The real merchandise trade deficit averaged $101.1 
billion the first two months of Q3, a big narrowing from Q2’s average monthly gap of $115.5 
billion and Q1’s $122.4 billion. Real exports rose for the fifth time in six months, by 1.8% 
m/m and 10.3% over the period to another new record high, while real imports fell for the 
fifth successive month, by 0.5%m/m and 8.4% over the period. Looking at exports, real 
exports of industrial supplies & materials shot up 19.9% during the six months through 
August to a new record high, after sliding 8.0% the first two months of the year, while 
exports of nonfood consumer goods ex autos rebounded 6.3% in August, more than 
reversing the 4.6% drop during the two months through July, up 12.1% y/y. Meanwhile, 
capital goods orders ex autos remains on a volatile uptrend, climbing to its highest level 
since July 2019 in August, while auto exports remain in a volatile flat trend, dropping 7.7% 
in August. Foods, feeds & beverages’ exports are moving sideways, but the swings are 
wide. As for import trends, the upswing in capital goods ex autos has stalled since reaching 
a new record high in March, while imports of nonfood consumer goods ex autos has 
tumbled 17.4% from its March record high. Real auto imports are on a volatile uptrend, 
picking up the past two months, while real imports of foods, feeds & beverages climbed 
back toward April’s record high. Meanwhile, real imports of industrial materials & supplies 
has dropped 10.1% since its recent peak in March. 
  
US Non-Manufacturing PMIs (link): ISM’s NM-PMI was little changed from August’s robust 
pace, while prices continued to ease from April’s record rate. The NM-PMI inched down to 
56.7 in September after climbing from 55.3 in June to 56.9 in August; the index was at a 
record high 68.4 last November. Of the four components, the new orders component (to 
60.6 from 61.8) was just a above 60.0, while the business activity (59.1 from 60.9) gauge 
was just below 60.0. Supply bottlenecks continued to ease, with the supplier deliveries’ 
measure dropping sharply from 75.7 in October and November to a 31-month low of 53.9 in 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgLhBW11wgFv7KCbxmW4SlrM64w_SfjW76ZpbX8f0m6pW432Fb91Hk5YTW8WKbrw3P-wHgW9bKTRV2ks4LBW6Lj9S63wrK2yW5HjF7r46r1Q5W5p3vdJ230rC7W7NR4zp3sgdVYV58cby4vC-cmW28w5LQ222mwFMSdmyrfnKQwW1zB-JC4-d2RQW4_jm365StKj_W36s5kg925XYhW6lQsbX4jV_69W3t_YDK7gw5WNW6vqT-M4W7pjdW8BCd_p13gD_HW7xvkq37DHFsxW92Qqxc86QHbL3nlQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgHcQW3t-zwv6VMTF3W1FLB5v5w4q8PW3Jwy2H2DSPtYW49c1CB7rDqzRW3bBVj_7fy-YvW6X3b6L38bd6pW4G-N4G6yFcGtW7cwqgL8gHnMxW8CMP0c7C7ShvW3NHXXd2sKb5tW352STv4LPrFVW2M0Msk2v6kR7W3c8bpD5MB1STV3pnqf42h2L2W3LWNY27v8DwwW2kbbQX9jBJHxW2x7TpH5B3YX9W6Qm5ng28qdZ7VS8rrh5SYpXlW54h0Tl125CLmW7Qmmzq4F-Jb6W1d9x495mh0sV34Ky1
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August. Meanwhile, the employment gauge moved up to a six-month high of 53.0 after 
bouncing around the breakeven point of 50.0 for several months. In the meantime, the price 
index eased for the fifth month since reaching a record-high 84.6 in April, slowing to a 20-
month low of 68.7 in September.  
  
Auto Sales (link): Auto sales is in a minor uptrend the past four months, climbing to 13.7mu 
(saar) in September from 12.9mu in May; it was at 15.2mu at the start of this year. Sales 
averaged 15.1mu for all of last year—with last year’s sales reaching a high of 18.5mu and a 
low of 12.4mu. Domestic light-truck sales are hovering around 8.0mu the past four months, 
coming in at 8.2mu (saar) in September after falling from 9.4mu at the start of the year to 
7.9mu in May. These sales were as high as 11.0mu last April. Meanwhile, domestic car 
sales continue to remain around 2.0mu, ticking up to 2.1mu (saar) last month—not far from 
the 1.4mu record low during the pandemic. Sales of imports are showing some signs of life, 
climbing to 3.3mu (saar) in September after falling from 3.8mu in January to 3.0mu in May.  

 

Global Economic Indicators 
  
Global Composite PMIs (link): Global demand contracted in September for the second 
month; however, the rate of decline eased slightly, with the report citing a marked easing in 
the downturn in the US and a return to growth in Japan. The C-PMI edged up to 49.7 after 
falling the prior two months from 53.5 in June to 49.3 in August—which was the first reading 
below the breakeven point of 50.0 since June 2020. The M-PMI dropped below the 
demarcation line between contraction and expansion for the first time since mid-2020 to 
49.8 in September, continuing its steady downtrend since peaking at 56.0 last May. 
Meanwhile, the NM-PMI moved up to 50.0 last month after dipping below in August for the 
first time since June 2020. The report notes that C-PMIs showed downturns in the US (to 
49.5 from 44.6), the UK (49.1 from 49.6), and the Eurozone (48.1 from 48.9)—with France 
(51.2 from 50.4) the only one among the Big Four Eurozone economies to show expansion. 
Meanwhile, activity expanded in Japan (51.0 from 49.4), Brazil (51.9 from 53.2), Russia 
(51.5 from 50.4), and Australia (50.9 from 50.2). By sector, growth was recorded in the 
consumer goods, business services, and financial services categories, while the consumer 
services, intermediate goods, and investment goods categories contracted. As for inflation, 
both input and output prices eased in September for the fifth month, with both price 
measures indicating their least notable increases in 18 months. That being said, both 
remained well above their long-run averages. 

____________________________________________________________________________ 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgFP4W5Nz0Ff491rBLW3sFf0j7DBby0N4KjlLL8kC5FW48bgqH8LZX0ZW7BGdGC5n6cbNN3VYdbHfRJjcW1kq7zP1j1nGCW7gTDCf1B6BvCW4K0ZNJ2kCg52W68WxMP2d-V4xW5RrSGK6DgMvFW3kdWq652YHjQW62WrCW1g0Zf8W1r8rP72hkXSZW2HTM8Z95grTbW74ycWf2Y5JXKW1BvhqN1V1Hd0W9dndK-5HTPLWW6HPkkT16Qs9RW96X87W3wq6cvW5k6rxY5Q7xBzW7vZSxC2vgxD133gZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVmLct3qzLNqW14hVGx50s_n8W3fCDQw4QPnsHN4FBQLV3q8_QV1-WJV7CgKC3W7hhwhf9cxsTCW5qBMW-5B4DWtW3jNvzK8P_0lYW5rbw9l78yfwWW68HSCT1BmshhN3zJ0VwCPt3CN8_blH0F-GS9W7zNRqx71bFzQW5W1W1P5_9RljW5KCt_n3gNcJDN2165CKq48CrN4TC_kDYlCnvW1ySG5M293PQxW21kk4M41-GT4W1Ctjlr38f7v6W7b9xMv8xw16jW9b0J3n8dPGsbW8fBlk36DVzfdW5jZ_Sw1vswQjW42-XFc26rk19VvCd4X62zzyvW3_S8dZ2FN02q33CC1
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