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US Inflation I: Moving Markets & Fed Policy. The stock market’s performance this year 
has been mostly driven by the CPI inflation news releases and perceptions of how the Fed 
will respond to the news. Almost all the releases caused the S&P 500 to drop so far this 
year (Fig. 1). Here’s a quick recap of events: 
  
(1) The CPI releases for June (on July 13) and July (on August 10) didn’t interfere with the 
rally from June 16 to August 16, which turned out to be a bear-market rally on the hope (we 
shared) that the sharp drop in gasoline prices during July and August might lead to a 
moderation of inflation broadly (Fig. 2). That hope was dashed when August’s CPI was 
released on September 13. It suggested that inflation might be broadening notwithstanding 
the drop in gasoline prices and declines in some durable goods prices. 
  
(2) Fed Chair Jerome Powell announced his latest pivot toward a more hawkish stance on 
August 26, after July’s CPI release and before August’s. Powell morphed into a “Volcker 
2.0” hawk, seeming to channel his 1970s era predecessor Paul Volcker. 
  
(3) The September 13 CPI release came out during the Fed’s blackout period prior to the 
September 20-21 meeting of the FOMC. As soon as the blackout period ended on 
September 22, a chorus of Fed officials started chanting the Fed’s new party line: Inflation is 
too high, and interest rates must be raised until it shows clear signs of subsiding toward 
2.0%. They’ve all joined Powell’s Volcker 2.0 campaign without any dissenters so far. 
  
(4) In the past, the Fed’s preferred inflation measure was the core PCED. But now, the 

 
Check out the accompanying chart collection. 
  
Executive Summary: The financial markets have been laser focused on inflation news this year, and 
are bracing for the next couple of days’ releases. Thursday’s CPI report for September is bound to 
move the markets, and tomorrow should bring a sneak peek of what it holds in store via the PPI 
release, specifically its personal consumption expenditures index. … Today, we examine the inflation 
information available to date in preparation for the big releases. … Notably, global supply-chain 
pressures eased in September, and the prices-paid indexes in both manufacturing and 
nonmanufacturing PMIs are way down from their peaks. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgR9cW1R-MgB8dc_16W80_-3Q8R6bY0W8gQZLv61Hh97W4tt_r78QjdCLVQJWPL5gLj4fW84HXw17HNCCCN3J5ZCKTdh0nW7Dv-_l5FrHbWW92PX6r1CfH5VW50vppV8-PqzJW447d2B3wgD21W3_mH_93T3PDxW1F3q1f4LNjhjW2xr8Q62QWbJnMmjLjfQVqM8W1jCr8h2F9LqFW5fZ5rY14RcqKW6qYfTD5hNgT7W7mll-14gcxGDW7nYPCx75k3npW1QBzGS90dgLgW2LcBpp6Jds7c31Sm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgQDtW5bnG0f6mM05ZW7RkPhr6hDjvGW5yNxPZ5r_y2rVRZg-x4XG87jW39MTS02mwCjGW1D765v3gx7HwW4VqcZT1WT25QN7WTp9R5zgnrW2430db6B0Z9-W1SbDkF99KnxMN3gWgBPt8jc5W7r2tmW49px9XW8393XK2-gTR6W8X3nMx65b0n9W5wGFDm6zBzZkW7bKJN12H2P2nW8j7L6t9fz2rVW6XqFX173JnSmW18d_jC67tb4cW2_9Sld4_-T4dW37XSnB3q6YBDW19FWt_7yCK6Q3l-f1
https://www.yardeni.com/pub/cc_20221011.pdf
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headline PCED rate is more important to the Fed since food and energy prices have been 
rising rapidly and Fed officials recognize that we all need food and fuel. Their prices can 
have a significant impact on inflationary expectations, consumer confidence, and actual 
purchasing power. However, the financial markets seem to be giving more attention to the 
CPI because it is released before the PCED inflation rate. 
  
US Inflation II: The PPI Measure of Consumer Prices. September’s CPI is coming. It will 
be released on Thursday. The day before, on Wednesday, September’s PPI will be 
released. Here are the consensus forecasts that the markets are anticipating for each: 
  
(1) The headline and core PPIs are expected to be up 0.2% and 0.3% m/m, and 8.4% and 
7.3% y/y. (On a y/y basis, they peaked at 11.7% and 9.7% during March.) 
  
(2) The headline and core CPIs are expected to be up 0.2% and 0.5% m/m, and 8.1% and 
6.5% y/y. (On a y/y basis, they peaked at 9.1% during June and 6.5% during March.) 
  
The PPI includes an index for personal consumption expenditures (PPI-PCE). Its y/y 
inflation rate closely tracked both the CPI and PCED inflation rates prior to 2021 (Fig. 3). 
The same can be said about the core inflation rates of all three (Fig. 4). The headline 
measures of all three peaked during March and continued to decline in August. The core 
rates of the CPI and PCED moved higher in August, but the core PPI for personal 
consumption continued to fall sharply. 
  
We will be watching September’s PPI-PCE as an indicator of the CPI and PCED. The big 
difference between the PPI-PCE and the CPI and PCED is that the former does not include 
rent, which pushed August’s CPI inflation rate for services above that for the services 
component of the other two measures (Fig. 5). (As discussed below, rent has a much bigger 
weight in the CPI than in the PCED.) 
  
US Inflation III: The CPI for Better or Worse. Thursday’s CPI release is likely to move the 
markets, as the previous releases this year did. This time, it will come out well before the 
FOMC’s blackout period from October 22 to November 3. So the “Federal Open Mouth 
Committee” will have plenty of time to opine about the latest CPI before the FOMC’s next 
meeting on November 1-2. The release is coming out at the beginning of the Q3 earnings 
reporting season. It might even have some influence on the mid-term congressional 
elections on November 8. 
  
What do we know so far? Consider the following: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgPpHW5BzDNl7SzlT5VDbtTR5yQVycV2-K_j7gbd1_W22dXL681q7p0VZhGG24ZqB5-W8_NzvQ6KMQgzW88PmzK6QpTBrW2C1pqp6tS4jmW4h6DRs3ZLljpW36l0xT70vL2ZW4Nf11_3yQXq2W8hhJTF7k-m-RW7QHfG517JHqRW6txm6g8H_CCNW7yks9W8fC_zxW3kwl9g33KGVxW1vYB441-BWdkW5VKcQP5jPQ4yW5g9SPg2vbKvkW3Qpr103DkRy2W2XYmYN3qrlSPW3K1lgb2kY6hl38-91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgLw-W7LbC385_JW4PW9c5pqZ7bV8nrW267vQX4C8n5nN5PxGPsTlkjgW6W8Vdv8Z3-DZW8Vnch44Ds8ClN2lfWrQpM83sW1FQ33n4y7tZwW7J_7Bl6jr7R2W7RZLSF8fkqQhVYtSg02bHsZ-W6k12wW4Ms7dRW1ssGHL2T0HzMVPcGdc4qGjDbW5mHXDt2sh7GcVkvVy38xf5SdN4rsfHGQXsC6W4ccGt_5l0X2BW5LhDM31947tSW1BNS3F95ywkrW8n3Kxz3PjtqyW7jl5PK2JyP5K37fk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgHLKW3vm4QG7--DQKW7gsRsJ86lzYYW56n1yw8WMMm6W5L2BHB7CgkskW5pp7VZ3Pv8MjW8GsQ5b5tKdWhW7d_4s16SGRJ5W7C4q-f1jNxJyVc7cbs3HPHkxMRTQ52c5GK0W7T-zSq3Bdc2HW1GJ09D1xFqXxW52trxF722yZXN6BgdPjJYTQgW7XfX6P39CRZgW6jDKFG3SxXgVW6SpKhG3qLXYNW4v2LpZ6BpXHzW994ptm8zkRxQN94k2CLtrHZhVrLBjP6mxf2HW42vdBb4gFk763hZT1


 

3 
 

(1) Food and fuel. The S&P Goldman Sachs Commodity Index peaked during the summer 
and continued to fall through September (Fig. 6). The same can be said for both the index’s 
agricultural & livestock and energy sub-indexes (Fig. 7). The four-week average of the 
national pump price of gasoline was $3.82 per gallon at the end of September, down 5.2% 
from the end of August (Fig. 8). These developments confirm that September’s headline 
CPI should increase by less than the core CPI. 
  
(2) Consumer durable goods. Both the CPI and PCED durable goods inflation rates peaked 
during February at 18.7% and 10.6% respectively (Fig. 9). They were down to 7.8% and 
5.3% in August. We know that the Manheim Index of wholesale used car prices has 
plunged from 46.6% y/y at the end of last year to -0.1% during September (Fig. 10). 
Meanwhile, the three-month annualized inflation rates for these four durable goods were 
below their y/y rates as follow: new cars (8.1%, 10.9%), used cars & trucks (4.4, 7.8), 
furniture & bedding (10.1, 12.8), major household appliances (-14.2, 2.2) (Fig. 11). 
  
(3) Services excluding rent & medical. A similar analysis shows that the three-month 
annualized inflation rates were below the y/y rate for the following services: lodging away 
from home (-21.6%, 4.1%), airfares (-54.8, 33.4), car & truck rental (-47.6, -6.2) (Fig. 12). 
  
(4) Medical services. Inflation in the medical services component of the CPI tends to exceed 
that of the PCED (Fig. 13). That’s because hospital fees and health insurance are inflated in 
the CPI by the out-of-pocket expenses of urban consumers. They don’t reflect that some of 
these expenses are subsidized or capped by the government (for hospital stays) and 
employers (for health insurance premiums). The PCED does so. The CPI medical services 
inflation rate was boosted by a 24.3% y/y increase in health insurance in the CPI through 
August versus a 1.3% increase for this item in the PCED. 
  
(5) Rent. The 800-pound gorilla in the CPI inflation rate is rent. Rent has a bigger weight in 
the core CPI than in the core PCED. The weights for rent of primary residence and owners’ 
equivalent rent are 9.3% and 30.5% in the core CPI. They are 4.0% and 12.6% in the core 
PCED. 
  
Here are August’s three-month annualized and y/y inflation rates for the CPI’s rent of 
primary residence (8.9%, 6.7%) and owners’ equivalent rent (8.2, 6.3) (Fig. 14). 
Unfortunately, rent inflation isn’t likely to cool off for a while because it is based on the rent 
levels reflected in all existing leases rather than just in newly signed ones. Rents in new 
leases rose sharply over the past year, but are showing signs of peaking in recent months, 
according to Zillow (Fig. 15). Indeed, Zillow’s rent index peaked at 17.2% during February 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgPvXW8Kx9gR7yDtvxN2s4W_krG8S5W1Cn2nk70YnprW45gZcX5VRB8WV50cDw12t2y8W7Q5Tcg40zN_1W2Wb06M7dqRSwW98C3x-2SWhYzW5vfNzf2yZy94W8XKmvf7M2St0W7mgqTn6gtWZRW1ycrrB5Gr-T9W3-b3062HK3sCW72FfGR1tVc6sW1LTX3h1yz3sfVDSVjF2fb_yhN76TJ3wXB5n1W4CxzVx613bwqW8XBzq75VRyxhW58tySv1DYQ5LW3CNf_m1ch1k6W1PsjNQ9hBmD533Pj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgH6zN359W1-3nSGwW7qxMxV3D4qcjW3LqZTh6D8pdFW52FZSK8_8xltW3qxZt62C9rHnW3dNP-p7FPLPLW1SZbC73s5-Z8N4p6Ml0dWb7-W75540f79mbXqN7jnbhW85F5qW8K5v2B7l25BgN2rBxz9yW7rTW1YSGzp93jm-1W6pM_k85YcDC0W1TWgV_6k9-tkW3xzHCb4SkpHjW7_3-H81kqRj6VcrcxB6xlF_gW6WPrf870d8y8W1JP4NY5vSltZVxY1Gs7Z29MdW5yrPYN23dj_7390t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgTVJW7rYnZY51ZYsdW8NwR5g4m8h3YN8qYy8mqhyR5W2bXb4G4b1nH7N4X8nb9YWr8PW57Tzpm3KpkVlW5c07c81bw4VVW7g9MtK92SdVHN2tbvsXLpZNJV8_WkG2Tg3ylW2KVQmz2THx83W7GbCSk7q-1YWW6mFwDX8RdK3xN4S87PkcCP1CW4sNtJD7VRp1XW8Z7mWs8CcYJ0N4m6dV-MBTwgW3NLVqy2XYB8yW77DQGX7kvdShW3CQ7Yv3nD0xvW1Q1VRv1y35xtW3Gf3qH5Pxx9s34501
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgDSLW8QF5fy46V-cKW32dzsP5hlp0NVC_w2D423B6MW3c7Rb225KGqBVzD7t_2Rs_4zW1SxWjy575LQSW2F8_xn18n7KKW8Bvt0_6w2pG2W2NcKby2xKHBxW2FrJF-1LcrryN28MpbQ76N0wW69j3xy1_fF4vW6TT1NP5-cf36W4t7WF77cc_lKW2k1Jg-3dBtSjW7Wd6vd7lZy75W5TLqgZ4FTcSQW2-wHjD5TGslRW7YP5cF5xYv5lN5NTQz5rnyNCW2_Q6-13M9RYkMX_MKFht_Gf3k2L1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgN7qW17rh-L18jRkXW7NP0j539kxHqVDgjxp1rVXF2V-dyms5mhN2zN8RPrgqJC6lYW2XylQM1lxgXFW2vcNHC2dq-lfN8_mSp1Q6xF6W4jStS44LhxLjW6c4nsT4gDwBtW4-H_j-28tPYWW1n-hym64H6jxW718h7Z6nxX64W6d8CNV4FkHH6W6YlbRl1BGXRTW3RC__M8wHB0lW448yFR5Fy7JWW7_pr8T42Dc5KM5XHjZVq2_CW91Yc6z8DWwzLW7LGw6t6GM2pgW97zb5-9css1431C21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgQVWW52rqKg4nNCBFW5ZR8_71r3FW6VK-wWm4MhYWCMNB8QTjfGM4W1dmPhX6YNwLKW1f_cGm8vQ0_jW7rxNxp4pvlb-N3QJS1TmqHB9Vl1tWJ8__6h6V9swTn50kVFyW1Ctf037DQxp2W2VZfht65YqP-W5tmJyZ8TbbQKW740xvt809mrgW4sPQXT3JLqCHN7LcHZcrBmTZW33QL1s50FVc5W36Mzqz2cMNDnW7d9_wg1wCGbWW6MrcVf5cF_hwW6RCJmf2h-D_QW8KkL6N6jNR5C2S11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgSZDW3_1YJs3KgSJ5W1ccsCM6GGlJZW5lCX3V5Tt07sV-xv0Y1QR3BZW3s9lqk57kPlVN2SsFjqlDc3rW8WxH6S6DWmQFW21kwGB7P_BXJW2_3rYV1TWCKTW9hThlQ7vH0fVW3qxKkc470FrRW2xjBff3qSczQW1zzHrg905WgRN1tsb8YB5vYkW99pT009fWzsqVTr71z7xhvPrW2ztsQc2-5HC4W29DZMN3Swhh5W5QMcts9lFtlRW76384w721jKmW38m5MQ7NNPkmW7Vl6VQ7FJB363mMX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgBzrV214Fd2x98JMW8qYqwD7jnrGfW3tQggH5tNF3bW77NxNM1pm-SrVdQcBh5GwnKwW8ChFRf4x_11pW2XB8jG38fsssW2YDw5T7v1XTkW398TgG4S1c6ZW6z248F6M391pW1gR52s1QNL1PW4yVwn96vt6gwW4PG3Bd4gTF8TW1P-ntS5kS6QjW1S-dhp29SPFVW35MVYB5M1jwbW240RSm14n6-gW3gglb98kyc5LW4l9KfK6K3WGVW7N9GbF2NbYC3N33mTHwlVLJrW3QFYpM89mC4n38B51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgGVCN6sSnKK5jp57N1hBGHRCHryZW3gjwWK5FfQbfW2YldzF3wtyk7W2gMQ9s9bsMDCVX2LBf23zmYjW1kC6q15yHP2kW7gqHGs312jBLW6HxRvr8Cm-FmW3s2sk046nwwJW8YNJjV3C2pWvW2D_g_t3x6HdRW6PQnTG6cS9clW3LnbFJ15yykGW4g64ms1swJSsN923wlqx54X2W7jQWLx35n512V4Y_XP5D9_4-W5J0MhP61YwbfW3SVmG93tJtrTW2MGp7p4lKSDZW7dhSZg4pmD423cCF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgL2hW8KQD9L935QylW9fWf6K7z5yRZW7yb2wl5CKNb5W7D0SkG4NvYZnN7xpsYG4JG1pW4qxYms1w-TB5W3cJRzq4PPmRbW3cNDz-9b7qBnW2qYV--1TRnVJW1wL77f5CG-dyW6f8sjp4VmhgZVYBQHD8S2gvKVVw65H4fF84YW4p_GV31VJ42CN6ndKQ5LSfCCW73H4rb6TyS9lW2h8W_z2kvYwwW3CTjVL8X26hyW6Y5QKy5Yz0l1W1-d0rY2J0bQNW3pMPWt6n9WP4W2M3ZPs3301sq39TZ1
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and fell to 12.3% in August. That’s still high, but it is heading down quickly. 
  
(6) The pipelines. In our opinion, inflation is moderating in the inflation pipeline while the 
Fed is tightening based on the gush of price increases currently coming out of that pipeline. 
The Fed could overdo it, as Fed Chair Jerome Powell acknowledged at his July 27 press 
conference; he said that the interest-rate hikes have been large and quick, so “it’s likely that 
their full effect has not been felt by the economy. So there’s probably some additional 
tightening, significant additional tightening, in the pipeline.” He said that before he morphed 
into the Volcker 2.0 super-hero on August 26 at Jackson Hole, as we discussed in 
yesterday’s Morning Briefing. 
  
US Inflation IV: Less Inflation in Supply Chains. The Federal Reserve Bank of New York 
compiles a monthly Global Supply Chain Pressure Index (GSCPI) (Fig. 16). Global supply-
chain pressures decreased in September, marking a fifth consecutive month of easing. The 
September decline was quite broad based. The GSCPI’s ytd movements suggest that 
global supply-chain pressures are beginning to fall back in line with historical levels. Here is 
a description of what is reflected in the index: 
  
“The GSCPI integrates a number of commonly used metrics with the aim of providing a 
comprehensive summary of potential supply chain disruptions. Global transportation costs 
are measured by employing data from the Baltic Dry Index (BDI) and the Harpex index, as 
well as airfreight cost indices from the U.S. Bureau of Labor Statistics. The GSCPI also 
uses several supply chain-related components from Purchasing Managers’ Index (PMI) 
surveys, focusing on manufacturing firms across seven interconnected economies: China, 
the euro area, Japan, South Korea, Taiwan, the United Kingdom, and the United States.” 
  
US Inflation V: Now & Then. The prices-paid index in the M-PMI survey peaked at a near 
record high of 92.1 during June 2021 (Fig. 17). It plunged to 51.7 in September, the lowest 
reading since June 2020. The prices-paid index in the NM-PMI survey isn’t down as 
dramatically so far. It peaked at a record 84.6 during April and fell to 68.7 during 
September. 
  
It's interesting to compare the performance of the M-PMI now and during the Great Inflation 
of the 1970s (which started in 1965 with President Johnson’s guns-and-butter policies). The 
data are available since 1948 and show that this index always fell well below 50.0 during 
recessions (Fig. 18). But it also did so during the mid-cycle slowdowns in the mid-1980s, 
mid-1990s, and mid-2010s. During the Great Inflation, the M-PMI’s prices-paid index stayed 
stubbornly high except during the two recessions of that period (Fig. 19). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsD3q905V1-WJV7CgT8sW3LrK4M6C0ZPDW5F2--b4Hm0mFW7S_S4B5jk0FTW1K0vpt2ww0hWW1n59rk8kWK4-W2WTSFZ3StWBVW3lSW1Q5lb3pvVTZ7k33yRhQPW6Kffz03kvWs5W5twwDQ1Y4cTxN4rZmjHvTc0RW2BJnmD8w85FSW6XLDz824qgXyVLCXqS2pJThZW9bdYss8BXP37W63333M3WTLN9W4ybh5Z3fc3vXW7CdHZY4SQRnRVbjDn83dqx8GW7rGKR218_X8zW1XB9Qs2XKqcMW4h5cDf6H7dGBW3HYcpK4s5yVMW5MwKX746sJsH3hlz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsD3q905V1-WJV7Cg-Y4N6xCL6YSclfKW8c7NRR5kBmGMMv_P-K92XhvW326Gh03lbGQfW966cDW6ljQf7W7q4s5p8_f9MtW6x4ZcN1S8lzWW8mnDqV83gnj3W7wHpbR1L_WGnV2X4Gr2pHtWbW2hN5bv3hSc_nW3QSs5S3lMjX-W13nqcR3D4x69W42nn3M2kD-vzW4GgwZz8zYNdfVs45Z61XfPfpW1X_7W73mgY0pW800jJj969n2FW5b9V3j6gFx_sV8MY558fJHL3W5C8kCz915z7fN6G7rXvrJD4BW2mnwBM97VV--W5Jq4rN3F4F9b3q6H1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgQzWN54hvqjNxkFGN1NpffS7njNwW58-d4g4mM2QDW1nsZ8t8DXwMrN6nP205s8SglW4yty146nVrj3W5t_ZXF69CCHNW8-DL3W23sXCmW150gMN41YZffW4q3zdn8CwCjnW5p0lRP4D5rfNW6bdDZP2yzVrvW6FLX7K50vzCzW2SbLxf3CQn2wV6PpdX6-vB55W5F0vbv3gDZcTW67XMnb7ZH9g4W5yk81y7CbCJ9W4BXppn4SD0zHW1Cl0RT4qKWTyW2sc6GH9dTxHhVkClh76_hJHt32Gf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgT63W6wHbcF1JP726W21Rx446c_xktW8bJbmK5Dzgt4W60wKv698fqjKVb_bgq2VCsGNW5WD9-p8c9JVTN1WRWjzN5kD1W9bTkrD72F2jwW6Gx-_D41cCQGW75C5p55hwTW1W5J5-W43jLkyxW4nG4ln43hlSNV5ldLY3hHzRkN5-s29KMcdj-W8zY7V72ZX_W8W45tkCX74_BrZW8_qzKs2-qjkrW6w7TzQ2hN6ZcW2jH43B22T6N0W8SJkZR6N5-rjW3H9KB01yNKPtW6dYsJf89HCzX2wZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgJxpW7l5-9b1cc8GgW8hsP3j6b3jcnW1Gb3zg8B2_nhVK3r8_67dKHfW8P_y4r6bvby3W4rwgvQ33LNnCMD-Yxqc---hW70MSM56hV0jRW2cGPsm4D_nnqN2kNtlzPLnZ6W7Lpqcv8xCXyvVPKs4z7Ybl3rW1yg0vS8VT6JQW1KdGZS6CqqsfW8-J_7n5LpB29W5258SK2Sb50VW7hM33S88yGdVN5NlsGDKgVd3W94-4nb7gKPmFW6kD4239bJM3JW26NdZH18W7wPW3Y5Fd75YZshs3cnH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgKpvW6q9srs36jhszW29QPGy988MBmW2F3thG47QRR4VwLN3P7mx1dCW727xRj29fQ1fW4ptp221TTjmtW5mw2VZ6W7SlpW2Tg4LK9hgnGbW3nGKMT2BSVG_W6rcmkt2Zc_4pVlj7Mm76HJfqW9j5Sdy5lxlQmVCr09g2Sr4lpW4pZP1t8xGPWZW6hnrcl35zX2LW43F-C-1bFFRLW5yPqlc61c5MrW1JV76h2sXrhBW9kgtmq1T9JWQW1tY7XF1FFR70W45KhKQ3KvhTtW95hpSP1qDpYV3j991
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Calendars 
  
US: Tues: NFIB Small Business Optimism Index 91.2; Consumer Inflation Expectations; 
IMF Meetings; Mester; Harker. Wed: Headline & Core PPI 
0.2%m/m/8.4%y/y/0.3%m/m/7.3%y/y; MBA Mortgage Applications; API Weekly Crude Oil 
Stock; FOMC Meeting Minutes; OPEC Monthly Report; EIA Short-Term Energy Outlook; 
WASDE Report; IMF Meetings; Barr; Bowman. (Bloomberg estimates) 
  
Global: Tues: Italy Industrial Production 0.2%m/m/-0.4%y/y; UK Average Earnings Index 
Including & Excluding Bonus 5.9%5.3%; UK Employment Change 3M/3M -127k; UK 
Claimant Count Change 4.2k UK Unemployment Rate 3.6%; UK RICS House Price 
Balance; Japan Core Machinery Orders -2.3%m/m/12.6%y/y; Balz; Lane; Enria; 
Wuermeling; Cunliffe; Bailey. Wed: Eurozone Industrial Production 0.6%m/m/1.2%y/y; UK 
GDP 0.0%m/m/; UK Headline & Manufacturing Industrial Production -0.2%m/m/0.6%y/y & 
0.2%m/m/0.8%y/y; UK Trade Balance – 20.4b; NIESR Monthly GDP Tracker; Japan PPI 
0.2%m/m/8.8%y/y; BOE FPC Meeting Minutes; Lagarde; Mann; Pill; Haskel. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings fell for all three of these 
indexes last week in their first simultaneous decline since mid-July. LargeCap’s forward 
earnings has fallen in eight of the 15 weeks since it peaked at a record high in late June. 
Over the same 15-week time period, MidCap’s has dropped nine times and SmallCap’s 
moved lower eight times. For a 15th straight week, none of these three indexes had forward 
earnings at a record high. However, forward earnings remains close to their record highs. 
LargeCap’s is now 1.3% below its record high at the end of June. MidCap’s is 2.4% below 
its record high in early June, and SmallCap’s is 2.0% below its record high in mid-June. 
However, forward earnings momentum continues to weaken. In the latest week, the yearly 
rate of change in LargeCap’s forward earnings was down to an 18-month low of 9.7% y/y 
from 10.3%; that’s down from a record-high 42.2% at the end of July 2021 and up from -
19.3% in May 2020, which was the lowest since October 2009. The yearly rate of change in 
MidCap’s forward earnings eased w/w to an 18-month low of 18.3% y/y from 20.0%. That’s 
down from a record high of 78.8% at the end of May and compares to a record low of -

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgGftW23QvHH4M_8tWN1x4RCNr66JKW8fJndQ5TJJP4W34mBHy5czd8RW32tjWB4t5G7ZN6hj0h6n6y1lW57WGB8723nPxW1cVjcl6f9gNgW62fh5462XbxBW41KFD64ntQFVV2SJsh7w1mQrW5Py8t84RHV1xVyzlPL4m3zQBW5Hhjnt7MBgdJW1gXJWl31SSY4W3QRHX15lCGHyW1MDgD228nckrW2vr2V23ddTC8VhPPk08PdPjzN1RT1kCDckqSW9gw72l7Yc45VVTn9Wb3h0L1L34wt1
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32.7% in May 2020. SmallCap’s was down w/w to a 19-month low of 15.3% y/y from 16.0%. 
That’s down from a record high of 124.2% in June 2021. It had been at a record low of -
41.5% in June 2020. Companies have been beating consensus estimates quite handily 
since the Q2-2020 earnings season, causing analysts’ consensus earnings forecasts for 
2022 to 2023 to improve instead of decline as is typical, but their forecasts are heading 
lower now for both years. Here are the latest consensus earnings growth rates for 2022 and 
2023: LargeCap (7.3%, 7.9%), MidCap (14.6, 1.4), and SmallCap (11.3, 8.1). 
  
S&P 500/400/600 Valuation (link): Valuations rose across the board in the latest week after 
falling in six of the prior seven weeks. LargeCap’s forward P/E rose 0.3pt to 15.4 from a 30-
month low of 15.1, which compares to a 16-week high of 18.1 in early August and an 11-
year low of 11.1 during March 2020. MidCap’s forward P/E was up 0.5pt w/w to 11.6 from a 
30-month low of 11.1, which compares to a 16-week high of 13.2 in early August, a record 
high of 22.9 in June 2020, and an 11-year low of 10.7 in March 2020. SmallCap’s forward 
P/E picked up 0.3pt w/w last week to 10.9 from a 14-year low of 10.6. That’s down from a 
16-week high of 12.8 in early August and compares to a record low of 10.2 in November 
2009 during the Great Financial Crisis. That also compares to its record high of 26.7 in early 
June 2020 when forward earnings was depressed. LargeCap’s forward P/E in February 
2020—before Covid-19 decimated forward earnings—was 18.9, the highest level since 
June 2002. Of course, that high was still well below the tech-bubble record high of 25.7 in 
July 1999. Last week’s level compares to the post-Lehman-meltdown P/E of 9.3 in October 
2008. MidCap’s P/E was below LargeCap’s P/E yet again last week, as it has been for most 
of the time since August 2018. In contrast, it was last solidly above LargeCap’s from April 
2009 to August 2017; MidCap’s current 25% discount to LargeCap is near its biggest since 
September 2000. SmallCap’s P/E was below LargeCap’s for a 112th straight week. That’s 
the longest stretch at a discount since 1999-2002; SmallCap’s current 29% reading is near 
its biggest discount since February 2001. SmallCap’s P/E had been mostly above 
LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it was at a 
discount for a 69th straight week; the current 5% discount is up from a 9% discount in 
December but remains near its lows during 2000-01. 
  
S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022, and the 
declines have accelerated for Q3-2022. In the latest week, the Q3-2022 S&P 500 earnings-
per-share forecast dropped 15 cents w/w to $55.43, and is now 6.8% below its $59.49 
forecast at the start of the quarter. That’s the biggest decline since Q2-2020. Analysts 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsk3q8_QV1-WJV7CgLCMW6VTnY45zVXGvW3kGK5X4-lp85W2jp1cX3hvbq9W5sLW0935sq09W379stT2MqLzfW47Xr712rW4Y9W9gWF0V7Kkkz-W2MjKtS5Y7zhzW47JcC-1z4J8PW8lC8yg5YKYTfN8y_X5k9H7WRVw9jHv8VtRbNW7R1Bbl14RYtkW1WhjR-8zFgQ7N1Jpj8GJhHc1W7tvB0j3Y311tW6xvD3x96Rk2RVggWMc3MVHkSN6YdwCH7XGpJW6Dvc5J7_x6SsN3q15TTzKbBXW8mzB4y4dBdNd3kKT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWFMpY96ZLXZN3xzHsP8jm1DW861hN74Q-VKtN1zSXsD3q905V1-WJV7CgFtkW1Vp29_8WXxh8W7STG5P1wZZ3mVncKHk5_5Fh1W2VMf-z6WkfHTW8zrNVf2B0dTQW2pdLfL2y8QJFW5hzc_B7gkz8zW3C5qQj8gKlqzW5cCh8V92Jmg7W1-Yr176TWDNrF92w1T8HShtVKbBzQ2StTLjW3_TwpM6kYwjwW5pJJrh3lZkzkW75ClYs6Sc-m4W3_GrWK8ct257W1kp2GB5THXcWW4Y9QZn7l77YgW95S6g83fhNcxW8pvCWq82_2vYW37R6wF3jr5nFW1gZltP6gzL_yW1MFsyL3Kcj55W2brJbv3szvhN38jJ1
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expect S&P 500 earnings growth to weaken to 2.9% y/y on a frozen actual basis and 4.1% 
on a pro forma basis. That’s down from Q2-2022’s blended actual/estimate of an 9.9% y/y 
gain on a frozen actual basis and 8.4% y/y on a pro forma basis. Double- and triple-digit 
percentage growth is expected for just four sectors in Q3-2022, and y/y declines are 
expected for seven. That compares to Q2-2022’s count of four sectors with triple- and 
double-digit growth, three with a single-digit gain, and four with a y/y decline. Here are the 
S&P 500 sectors’ latest earnings growth rates for Q3-2022 versus their blended Q2-2022 
growth rates: Energy (121.0% in Q3-2022 versus 295.5% in Q2-2022), Industrials (26.3, 
31.6), Consumer Discretionary (13.5, -12.1), Real Estate (11.0, 13.1), S&P 500 (4.1, 8.4), 
Materials (-2.1, 17.5), Consumer Staples (-2.4, 2.2), Information Technology (-3.5, 1.5), 
Health Care (-4.2, 8.7), Utilities (-7.4, -3.7), Financials (-10.5, -19.3), and Communication 
Services (-16.1, -20.3). 
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