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Strategy I: Fishing (& Wishing) for a Top in the Treasury Bond Yield. Forecasting the 
cyclical peak in the 10-year US Treasury bond yield is easy. The hard part is getting it right. 
  
We know that historically when the yield spread between the 10-year bond and 2-year note 
has been inverted, we were approaching a peak in the bond yield (Fig. 1 and Fig. 2). That’s 
because an inverted yield curve signals that the Fed’s monetary tightening policy is 
increasing the risk of a financial crisis that might trigger a credit crunch and a recession 
(Fig. 3 and Fig. 4). In other words, tightening monetary policy increases the chances that 
something will break in the financial system, slamming the brakes on economic growth, 
which forces the Fed to ease and causes the 10-year bond yield to fall (Fig. 5). 
  
The daily 10-year versus 2-year yield spread has been inverted since July 8 (Fig. 6). Since 
then, the 10-year bond yield has risen from 3.01% to 4.00%, while the 2-year note yield has 
risen from 3.03% to 4.48% (Fig. 7). We know that the 2-year tends to anticipate the terminal 
federal funds rate (FFR) during monetary tightening cycles (Fig. 8). 
  
So all we have to do is to forecast the terminal FFR. That forecast will tell us when the 2-
year yield has peaked. Then all we must do is add the (negative) yield-curve spread to the 
peak 2-year yield to derive the peak level of the 10-year yield. 
  
Let’s assume, as we do now, that the Fed will hike the FFR two more times, by 75bps at 
each of the November 1-2 and December 13-14 FOMC meetings. That would put the FFR 
at 4.50%-4.75%, which is our forecast and probably the current consensus forecast as well. 

 
Check out the accompanying chart collection. 
  
Executive Summary: Our bond market analysis suggests that the 10-year Treasury bond yield might 
peak at 4.00%-4.25%, probably in November after the Fed raises the federal funds rate by 75bps and 
possibly in anticipation of one final 75bps hike in December that puts the terminal federal funds rate at 
4.50%-4.75%. … Our stock market outlook involves the S&P 500 remaining in a volatile trading range 
between 3666 and 4305 for the rest of this year. ... Also: Why hasn’t the labor-force participation rate 
snapped back to its pre-pandemic levels now that the pandemic has abated? Melissa explores various 
reasons. … And: She examines trends perpetuating today’s extreme labor shortages. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7Cg-PhVS1cJy8V8bnQW6B_hsz9dCmMqW4nzg2V3pln-5W1J5GhC8vxMtVW4GYsb71wDCp3W5ZZhnC2JH7QYW13vTg94SzCydW5lkwKH5b5Yv7W1_T1C369mM5SVvPnnV27mFP3W41jsgv80pd3_W9bLQTN62wKytW8ZPcvg4g3JkjW6yS5C27jBdjSW2TVF-D5bNtb5N8cG3CMZB4YYW78LwyQ4KtplQW7dPPhr3NFtLgW54sBt24p-pkqN3D2WXJ2KJ6WW6YMNc37czgwtW7PkBtp50qz1z3m981
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgZD6W31g2D03xJ4crW8rpkD74XGG6MW1srY2J6Q7frVW8PpSYl4XGJkgV4j97Q3y-8HpW3yQ9Vn1VCTGyW26G-L7221B_4W5kCC-s42XgVKW8dTm7_301kt5VYbsyx3Z6gDgW8YSXYt4Qj68JW6S14gC8Jdw4nW716h4h5Y9qQ0W8WTB9P93bJLcV6n2yf73SBL4W2r0zPv9bK6JfW4hXy1F6C5JW6W1JjqHd53pVDTN6Ny-J8XSz1kW24Hw0B1-jSM-W2T2zPs1dzwHGW5F4zqr82MvyQ35jG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgZ_BW2MPSbh6qjj7TW6Hmxlf1g8jzTW66CxHW638d5XN4Nb-Mdc7rtJW13K7k_5JrWYsW2FWmRp7qZq6tW5WqP1T6LPXwkW7pB1F-5VPNCmSDmz3CTNfvW72wH3r5rRHxNW6_wz2D1X79wkW5FbC8v6NnFjdW4r6vbL6ch0qgW7tFNBn1Jjtq8W6nK-kv6KHCZBW7pdrwZ2lqQ7hW2y_MCb1vqqPqW6VMzhy7DNfDTW5pnDrV6f96flW1b9-y913YrSZW2_pLN6763LTDN3cYkQPdq3kx382L1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgR2-VbQKn17sdwhgN16Phry5tGTkN2PtjWdd8P4BW3XwsCM1jCJthW4WPJMx1Wqm9XW3By1tn89cSCPW1BpvQX8T_7BmMlw7twLwtrgW7Nh4j88Vh00lW4gCfSp6HSntfW4k5Y7c4tj8dCN34yyttcKcQcW7Gfp1d80vQvSW9cX10q3BQsQXN4jBD51YW8Z4N3JbQ5T8ZtD-W5T4J7j6kXrBgW6J7T055MnbbbW79ytR64tV2f1TNNxy8whmB6W2nyqBd2k0cgyVpmG8Q4jZ3-53mZ-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgHpdW4909_k2l5ZZGVwVyR71qKsm1VNnNvQ6CmfLKW5sjSz476J0JFW1jJPp_8_MCT3W3js1lj82Ld44W3Y6sMp63t-mVW90hsFN3wQ1CMW950xT312TLrmW2bcv3k1GNVB5W2lM-lc7FPtxYW4BblCn84bl5dW35kCHb6ZhQZzW7WjnP289L_yVW1JF_dC2dPw_SW5dMrpg2pJc-XW2Dft443Mh1LvW2shN-x6n1SKRW6YZlvN66gpCfW3gC52S3ylgD1W6bQwSt4DllZGW1f7jmf5LwRtT3pHq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgPw-W5bvzKs7VvG5MW1LNQtd59zqcTVCslLR6JMkx3V22v2v6Kw-rJN174GbQmV2wKW6LMVkX6nJ-26W2wK4Gx7D_sCCV7LsJ31SlvcZW5Vq3Wx3YFSFGVlFmRR5wxCB8VdlWxh1Frs8gW78h8qY9bdVKHW66RXX44B-p2bW3bDRXR3GyZCFN19GCm69xcXTW4T85FH75qDC_W5xsG691gcZ5sW32Z_Tz3-Pvr0W3HXYlR7rr3CyV911Cc6CQ-fSN98Bk0Jw4zK8V2PLHJ16_GBq39hq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgW4yW83DcS46N8NQmW2WQl3L4LW2_vV6h6r58fHsB6Vm2sBQ832qC_W2GMS-K5hR1p6W6-X9MG3Gtq6_W3LN8hD6rjx0wW9jxfyh5cYnY7W4-ypWg3kTy6TW4c55zM88pQ_zW1v3VV68k6H9tW9c2LtF2kws5MW18vZWt5ykLd1W2vcR9p1m4XGYW6ssj5m61cCNLW5MyW-W1h57qtW14SV_499nP89W1ZhLXq19kHhyW27TM5j3HX2bZW2dKcYB3gwfRNW9k_FqK69t_sYW6fqsnL6dHkYL37q21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7Cg-FRW6j-6B-8Cxm3cW4GRY0T3L7JrPMJK8Td7NtLcW63PsLC2splNWW82bv7p2n1qSsW3YWzql4yckC9W6QdzY33LmTNZW719GDR7228TWVwrpK_72CjrRN95MmYlQyqWGW5jTQJ31-4JsPN4GxTQvH_dPwW6N6s976FYtGpW6M5KWd7WRVDFW1RyVqS2WgM3-W80p_6L9dnC66W8tvqxS3bt89MN3xB788LZy5xW7GkPB889q4NPW67Yxk56YWHtFW6xWdqy4PfPrFW3phR6b5DLjpy3j0t1
https://www.yardeni.com/pub/cc_20221018.pdf
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The 2-year yield is currently around 4.40%. So it is very close to our forecast of the terminal 
rate. 
  
This suggests to us that the 10-year bond yield should peak at 4.00%-4.25% assuming that 
the yield-curve spread remains around the current -50bps. The bond yield most likely will 
peak following November’s 75bps hike in the FFR. It might do so anticipating that the 
December hike will be the terminal one. 
  
Strategy II: Fishing (& Wishing) for a Bottom in the S&P 500. The interest-rate outlook 
above is consistent with the likely scenario for the FFR as outlined in an October 14 Reuters 
interview with St. Louis Fed President James Bullard. 
  
As we observed in yesterday’s Morning Briefing, Bullard said that he favors “frontloading” 
hikes in the FFR, with a wait-and-see stance on 2023. In other words, he suggested that the 
Fed should go ahead with the widely expected 75bps hike in the rate at the November 1-2 
meeting of the FOMC and another 75bps hike at the December 13-14 meeting. That would 
bring the FFR target range up to 4.50%-4.75%. But then Bullard went on to imply that the 
Fed should pause for a while. 
  
Joe and I think that’s one reason that stocks rallied on Monday. Another reason, of course, 
is that Bank of America reported better-than-expected Q3 earnings. The net interest 
margins of the S&P 500 Financials (particularly the money center and regional banks) have 
widened significantly this year. 
  
We are thinking that instead of a V-shaped capitulation bottom, the S&P 500 may very well 
remain in a volatile trading range around the June 16 low of 3666 for a while longer before 
moving back toward the August 16 high of 4305 over the rest of this year. 
  
US Labor Market I: Fishing for a Bottom in Labor Supply. Sure, Covid caused many 
workers to leave the workforce owing to health concerns or for caregiving purposes. But it’s 
not the only reason for the depressed US labor-force participation rate. Now that the 
pandemic has abated, life has normalized, but labor-force participation hasn’t. In 
September, the participation rate was merely 62.3%, over a full percentage point below the 
level just before the pandemic, in February 2020, of 63.4% (Fig. 9). 
  
One of the main reasons for the lack of a post-pandemic snapback in labor-force 
participation is that the long expected tsunami of Baby Boomer retirements is here 
(Boomers, born between 1946 and 1964, are now 58 to 76 years old). Accordingly, the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgTp7W88MQZV78rPCmW1hvBCm5BPLg6W4CSp0t1Chl_9W6VfVg-5sfTTTW53h6pN1bb4SkW2GLNbv4mM1v6W81jg4_6mx403N2Wt1nz4TRqtW28SCWZ5l2GvZW5b-Vxw7725DjW7x0J5-8_SBthW28B35m7bQk55W2vbxC-7F3lpRW2cHQcj4xyjDHVNzYtD5JJ70tW4nJGNw55kL0vN2vSWXK_mSgsN3dv158yN0gtW1RPPvk3FVNCSW3bLQyW4dn8ZTN3Fpd-H-kMGpW2yy9w46ztCCcN1mzhyLxnmFkW8hG_BG3lc76hW4BJCkC4v7J8-Vv7TZM1rm-kzW297BN54l_CD0W2MHGTR1t-Yg2W4qxTYQ4D4VX5W7s8dyT4PSxgcW51Xzz-4S__TGVK4jTq4qqwVX3czp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgS3q905V1-WJV7CgTwzW7HxSk-5QhVcqVck77R9cy2h6W74trHQ7zr4QsW4qTZMS1yd3Y-W6tYmnx5BVkkCW5MPjmc7xHw-WW3x459457kJqvW6VzXkP2CGZWCVCxlNL8YZR2ZW5fyWN35yQqPpW6QWBB261R2qkN8Y3tL_STQ_9W7339Dj42Tr7tW6HfYgl9ck-_HW7lkM3G4bvV0DW98ZxXv2HZw4wW3ZkpFB2zfBh2W7ZTtXR62S-NpW1X2Jzn6pNQnwN4GkbCqpf_1SN2T3_pvkXHtcW8Phs4h8N24lcW6VhWPz89ZYcBN2qCqyGW3-1T3m5N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgBYkN7qQBBc1brmsW3P69nw6WhKXlW3LYKyc2B0cCZW8Pm_dp449t7mW442K2p66scHLN34CSBdW8Y96W34kJ9N26x2PNW3770yl25b8ynVt261F2BQDPNVBPgmY5r-tH2W3774l62T0RcrW2fsRMQ5cS2VXW6zYRCt45zpFgW8_bjTc2l7CVnW83H6FL49-m0CW6wZstn6TKX3wN4sxmJ3wC0x3W62Kh5K8wkr-mW8rzj8s7SYPYbN6K-LfmCxHdfW1cxpLC49_2wlW5jG6XS7wyLyb3gyn1
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number of people who are not working—and are not looking to—has increased even though 
job openings are plentiful. The historically low unemployment rate of 3.5% excludes these 
NILFs (i.e., not-in-the-labor-force) from its in-the-labor-force denominator. Job openings 
exceeded the number of unemployed workers in the US from the start of 2018 through the 
start of the pandemic, and since July 2021 (Fig. 10). 
  
Here’s a deeper look at factors that have been driving up the ranks of NILFs and weighing 
down the labor-force participation rate: 
  
(1) Age distribution. The age distribution of a population can profoundly influence its 
percentage of NILFs. The participation rate of the prime-working-age population, 25- to 54-
year-olds, has recovered from its pandemic-depressed lows (Fig. 11). That’s not the case, 
however, for the over-65 cohort (Fig. 12). Many Boomers retired during the pandemic. Just 
as Boomers’ outsized impact has been skewing the overall population older, it’s been 
weighing on the overall labor-force participation rate. 
  
(2) Pandemic retirements. About 2.5 million people retired earlier than normal during the 
pandemic, found the St. Louis Fed. Fear of Covid complications among older people was 
one big reason. Another reason was that rising asset prices during the pandemic provided 
many people with sufficient nest eggs to retire, many of them without even collecting Social 
Security benefits yet (delaying claims increases the benefit amount up until the maximum 
collection age of 70). Remarkably, Social Security claims remained flat amid this wave of 
retirements. This raises the possibility that some retirees will reenter the labor force as a 
result of this year’s negative wealth effect on their portfolios. 
  
(3) Declining population. Nevertheless, continuing retirements are likely to put additional 
downward pressure on labor-force participation rates over the next decade. Low labor-force 
participation compounded by the low growth rate of the working-age population is 
contributing to labor shortages. The size of the labor force equals the size of the population 
age 16 and older multiplied by their labor-force participation rate. Kansas City Fed 
researchers decomposed changes in population size and changes in participation rates. 
They found that population growth helped offset declining labor-force participation in most 
states between December 2019 and December 2021. But lower birth rates and lower 
migration trends (as discussed below) also contribute to declining population growth rates 
and the declining labor force. 
  
(4) NILF newbies. Prime-working-age women (aged 25 to 64) faced a slightly larger drop in 
the labor-force participation rate during 2020, a 1.7ppt decrease compared to a 1.6ppt 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgDJ9W93DrBt1zBTzhW1TqX0r11Rqj5W5fwV-l1Xkw3pW7jpxz37RG_m8W2WYBcc5c8Q2JW3kQqD59l13c_W47-tDG2ZD5k3W4ccnhM4-6s-SW3FXrfz9f7J8pN2QwqcZR3y6ZW6-mgw82HYVSwW2Y9Kch6FZFQvW4JxHv828NpTBVPZRYk7Ky19rW9fGQvk1jCrV_W8MKsjQ87Lf84W2C2kzr2wNc-9W2pGQwL1nwdjqN3C4Wbv-FH10N759cMbfXs3cW8zrdJ-1SYK1TW7Dy8FY1nYs0T3klP1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgWT3VXPTdR4KS7MWW3s_S708HD9gfN1PT2jPgNZQCN2B_7Ly8YWn7W96_6_v1btLl4W2mm0Bd6Bm_HcW19kCCx67mYyhW2_hJnD5t88J6W1X9htP4Ydbc-W6Qy1672QL3dpW3zh5Pd5L9xhhW5vxP7C89y817W6jKyLr39g1jPW3-55n26T7yJpM6VllfSHhfCW8RrbvH6gWphrW2CflvB4k8Nz8VqSjYv5bH71_W2h4J242ht1PtW8s3jlw8fTldHW8YYDhJ3C75L1W2BGzWy8mBcvZ3kP11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgX4RW2gtqM33hs17kV-ftzS6WdhCFW4t_l-b5JCS10W734Wpc3tKYHJW4Bfl7f7MRkWXW6YJvwF3BlkhvV9RxG53KkvyhW2lsK_N4Q_fF9W68vXfy44lyNXW9jCHMY2vx3l6W8J25KF2tH4YqW17TmFg2k4vMPW7Vgyjl1kSV57W8NtwRv7KrrNJW35ZNZH99bWF6W68bR4h4k6yTqW4vmgzK7PpWT-W61Tkzs28L9wKW5cd1hQ1xr9lsN65jSWxJN3mcW7k3dBQ8hcbtFVpyxRd4VzNfZ3byR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLhL3q90_V1-WJV7CgFgdVbmgNX44X6XXW6lGmM98vQyzxW5BgVY72vPWvWW8Y6wwD67lw04VBhFz85PbC9xW3CX3Q3444XCtW8TwHzM4mg9RzW4Ymqb31J9hkdW3cWHC832ZR8zW4Px02N29P6ykW4w84Xq59gKfZW96TDhv94Kb4QW1p9vdK4Rjm_CV65NLq3Nmhh4W3pghm56HvYd-N3-hyywM5BVcW7yrtMn41WdTTN4dYLmGnTQ7vW7hbDVZ96ppYxW34f6mn1Z8b0-W2yGT7q5XNvH3V6_50P5WlfVmW5Xflh6530DLfW2QB5V782qWVjW8RLVSX8y_gXsVbdXfv8VDtGBN7KTdhYBL7KsW49vxCN4WFzdxW77XwJS7pvBF5W1McPvk4mvhm43c0g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgXLmW8Dvt3C3qqslnW54-fXK6fqb-gW8Q_Xxm131dpDW46D9d514jGVGW5ZNS7t3wbfcdVVSq677q_K4dW667rqJ1KqpTrW91WFQ-7qlsr4W3yxZNk8TNHQXW19rRVb8D0y3nW6yz9n49jPqffW6JwbHp2pC1X3N9cZMzpDcgjSW4Hg9kH2SG4csW5dynvz33__nmW5BlJXv9lWy6GW5XdYMY3M_9SDW223Bn01Zfd1RW3_BbcZ1XdrjBW2LkfPd1zs48TW8Qlzmm1fZkzFW3fVm7N1pjsTNW2skVLQ82RtjjW521zxf9g75d6N7SkwNHVN99hW28-NrS9kh5W0W69Tz_D240X4RW19P3BB5sqgVzW6KrmKc52BFLBW2NpY404BHTd_W5CG1fc8-tv1-W7ZVnct2p4V_D36y41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG7mf_hV5X_Kf7CgHpCW96ckMK2mJY_YW2k_6tD2GC2c8W1J-pCY77gw9lW5gCvhk3DwCT6W2_jwC68dzVszW7g-fXM3cWW-FW7h34kF1-3FSTW3-lkGP66tBBJN7v2gm9sLN5TN5tyTJDqMHgqN71Grr_xhmQGW9bzxxk3qqqCCW4fZ7ZR6Bmf9hW4qmSFD6YT2B3VlxDmR7DrF2QW8VDCns5V5nK9W5fT8ft6x86vxW7wm5pQ3dW4lzW69l5GT4rhkRBW5Tg2hH7PVltYW2QFqSN3CfDxCW6_hkWC6D47pNW1HQv-D2z433tW7VFmYn67hVx1N84lZ5kXnq4VW4pdzsZ3_ydjVW91pTNX83HCDMW95RG902J_pnpW4dMVKw2qRCdlW2scHkD8tz-GtW6kYhcS8r9-rYW1_Qj3r7zr0wyN2rmtmQx4NybW8QvpwR75tVrrVqq13f3KlnY5N5wX8VGyqWtCW3frH9p3z493jW2lcdW24qtL_3W4KgMqL79q4YrW8rk5xw68w-M8W4P3KXj4RBZT9N5mDS1M5hLNKW8Gc0TJ5Wc-ZYW423MnM7dy-l3W4t_mbj73-Z_GW8M37T74-JFR-W4rspjy5_JPdJW5V-Bgz5yHH5P3jBm1
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decline for men (Fig. 13). As many children returned to in-person learning at the start of the 
2021-22 school year, the female participation rate rebounded. The current prime-working-
age female participation rate is 72.2%, 0.5ppt from its the February 2020 level of 72.7%. 
The rate for men is 0.4ppt below its pre-pandemic level of 84.9%. 
  
What’s been keeping some pandemic-era NILF newbies out of the labor force still? Federal 
stimulus funds sent to households aimed at boosting economic recovery could have 
influenced many NILFs to drop out of the labor force. These transfers, the Richmond Fed 
found, are estimated to account for almost 20% of the shortfall in the labor-force 
participation rate between February 2020 and August 2021. But the labor-force participation 
rate is expected to increase as many spend down their stimulus funds. 
  
Disability spurred by long-Covid could explain why some prime-working-age NILFs have 
remained out of the labor force. A July 2022 Census Bureau survey found that 16.3 million 
people (around 8%) of working-age Americans currently have long-Covid. Of those, 2-4 
million are out of work due to long-Covid. Some of their ranks, however, may be offset by 
previous NILFs now able to rejoin the workforce thanks to the growing remote work trend. 
  
Labor Market II: Fishing for More Explanations for Labor Shortages. Here's a closer 
look at changes in the nature of the labor market since the pandemic: 
  
(1) Lower paying jobs seeing most labor shortages. Baby Boomers presumably are mostly 
retiring from higher paying jobs that require more experience. So many younger folks have 
had the opportunity to hop into those higher paying positions, leaving a shortage of lower 
paid labor. Foreign-born workers, discussed below, typically would fill such a gap, but they 
also have been in short supply. The shortage has been felt especially by employers in lower 
paying, immigrant-reliant industries such as construction, hospitality, and other services. 
  
(2) Shortage of teachers is notable too. Interestingly, educators retired in large numbers 
during the pandemic. The teaching workforce is now suffering from an incredible labor 
shortage. According to the U.S. Bureau of Labor Statistics, there were approximately 10.6 
million educators working in public education in January 2020. As of February 2022, there 
were 10.0 million, a net loss of around 600,000, according to the National Education 
Association. 
  
Some educators were motivated to retire by early retirement packages and others by fear of 
working in schools during the pandemic. The teacher shortage soon could get worse, as 
more than half of teachers are over 40. To address the shortage, some state governments 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgHZVW5QyDzw6BfsRvW5FwfY275dyzzW9dvz9T6tBR99W7KSRqf5b8M3VW5WFL3635BpMpW7hbjhS5wj6z7W80Tcsj1kdmFpW9kWwcD6dqf5PW7h98-S20wWCfW52zbN75lDHkbW47tMLF7x_JR3W7WCL3v3y5s41N7GhPqShZxrNW4LQ6m04lYCx9M824HLhW7-PN1YPb9WkDjsvW6Z5_tP7BVMx_N6YVpCgKhrvRV6nw726W0qY-W7V58K32bscfpW5pWJhX7wvqyjW782KYW6ZqNr831cL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLh73q90pV1-WJV7CgJyPW3V6sLX5SxSgsW3lRvWQ5b1TtcVf3gR655mnDnV_s-Kj8b34HCW50XfxT3D8tMrW2JRy0L2_HkVxW4S5fZ55QDm7XN3hY505RNTMDW1XH_vK7FvFDBW3w48d_4K2XvwW2df0Nv2BGRRFVXx0br5jm8rxW3vxWTs5h4RbfW3n8Nlq5yVflHW6_d10W2JgG-5W1PM1Qr813TdNW7kX_462VSpfCW52mHn345Tg1LW7v2HhL4z5bLDW7J-Rdz1F2CLkW2G_hrj6qkWrFVhjx3n1RssjkW8f1lk74FDCXJW8ffhF33p_QjbW50pQdF4xCFpsN7-MyVR9fSGf3dgV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgGYjW4_GB4l7G1B5cW4Yqkh34tR3Q7VbGhWl65jwcZW4251lm2c9L1hW6JH0DW2hQLf-W8WhWly5yXDW2W1SS-8Q5tcjlkW4FkP686GgsqNW6VPjGX5P3YWkW7pCqbk2-lvrvV70xsG4m4s7RW2pNx_t2FVKPHW8V0cLX90bqW5W6WWBbY7FtHVTW7kxqJ54StN4gW1hbYRl5n8sCJMJf8hKYDgntW1gTJSl7NvCmCW91cRTf4zk4ZhVhH1YY13WSY6N4f9F35y1xZFW3737CW3YKfVzN20SgjhcnDwXN5qT_dQS5SPPW7sbDrS8fDbklW88FVk510qhG_W7K87MR2vHWjdW4R7nbJ8KL68VW7l1yBv2mhnmbW4XSSf64d5HLqW70DzgW2dfwy9W6Nf1Ph8L-N-W36-p1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgzWZW1XkSRx6lV5GkW3Pmt4D1b9WTyW4wF4zC8BkXLvW6rMDRL60bbKLW94X1FR9845wqW2xdKN2466fwlN59_q_VmplX2W4mxFsQ5Ww9BMW5g8lp13Ch9tWW4_sSM66qKB6sW7SmcxW4XxbtgW2W2Gwb4v-GyKN868Dg990Xj1W8fVDMB7632SzW2RSPP87PMLq_W4V6kjM4QLJGMW26Y7jk3k74CvV7ytN23Vd2wRW5MVBYy5M3gwZW6SkxP347S9dwW3BDQL58Kx6t3W1C6XJH5wJnqlW72yK9r7FN3PLM4MKq1vdcx4W5V9tkj8VCmkqW7qQHZx6Yw-sXW28nw8j5sXKgnW59pCD03_pFlPN1xmNZLPBRcSW9h5kjJ3LlclwW59CP9h96wN7MW8bzP3-8dKzLg38v-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgS3q905V1-WJV7CgFfCW8h6hbn2r8blzW66gxnW7n1x_6VDDHd17dfwTWW5dMb9L2r6R05W76qhDw7pQ-20W4V4pFd4ZkPzYW2Wr0378QW2_BW5QPGZd6YgfN-W4CHFXk8vlKMtW2-W0BM1WGMPcW6XJ6bm6_FT1lW5_HKw_7h72BMW6_Mfln3-1S8fW2KBZDF2DQSJDW6R6Ht-6CRTLnW2mtKQg6k03KKVgK9s05XWGs3W6rGR4S6rT4L8W3zS_jf8xSgg9W3MgD8M223NSSW7mtMpM68Bb9nW5sb3yw74pq6SW5rcXlH750tt7W661gY75XkdsH2nn1
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are making it easier for retired school staff to return to work, according to edsource.org. 
  
(3) Inflation may drive some out of retirement. Determining who is retired versus out of work 
can be tricky. A May article in the Washington Post noted that an estimated 1.5 million 
retirees have reentered the labor market over the past year, according to an Indeed 
economist. That means the economy has made up much of the excess loss of retirees 
since February 2020. 
  
Some returning workers cite difficulty dealing with rising costs on a fixed income as the 
reason. Some are going back to work until they’re eligible for Medicare due to the high cost 
of private healthcare premiums. A survey from the Nationwide Retirement Institute found 
that some 13% of Gen Xers and Baby Boomers say they have postponed or considered 
delaying plans to leave the workforce due to soaring costs. 
  
Vanguard research observes: “Except for pensioners, those who retired earlier than 
expected would have had to amass financial assets equal to as much as 10 times their 
annual income to confidently meet living expenses through at least age 84.” That suggests 
that some retirees may be returning to the workforce for one reason or another. But even if 
that were the case for many, the trend wouldn’t halt the inevitable Boomer-induced labor-
force drain, just delay it. 
  
(4) Immigration problem could be labor-force solution. “If retiring baby boomers are creating 
a labor shortage—immigration could be the solution” was the title of a September article in 
Fast Company. A July 2021 Peter G. Peterson blog noted that foreign born workers made 
up nearly one-fifth of the US labor force. 
  
Tighter immigration policies and travel restrictions stemming from the Covid-19 pandemic 
reduced net international immigration to the US from 2016 to 2021, found the Kansas City 
Fed in a study. As of June, there were about 1.7 million fewer working-age immigrants living 
in the US than there would have been had immigration continued at its pre-2020 pace, 
according to an economist quoted in an October Bloomberg article. 
  
More temporary workers are coming to the US, according to a Pew Research Center 
analysis cited in the article. But the number of workers still doesn’t match the level prior to 
the pandemic. Moody’s Analytics has shown that for every 1% increase in the population 
made of immigrants, GDP rises 1.15%, the article observed. 
  
(5) Age wave and inflation. By the way, the formerly accepted notion that elderly 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgS48W4PjqmD4CjTkCW61_bQW5DpLkBN5G59xGQKKQ2W9hLmdP7-JB87W23rLhK8X1CWcVt06264BmYgyW5LCy2m8FVbRbW5XxvwS4GYFM6VlvV2W58KJQHW4k533627DnDvN67CynFjMshdW2QPNgP4hyrSdW5jS8ck8ybJYFW43HSh-4XjTTxW8wkGmT5W8cd0W7cqbwP1ZGjDFW64jl_T2kZ__YW97z6976k1Bc8W3qJKSb4jqXLhW3ZSWP61Fy5yfW6TPrLg7M4PPHW27mt3945xxWGW6_81Rz6-RYZvW4HFHyK24rQGnW5xBpT86HRw8kW5jc4y42JQq80W1g6n8t7JTQXbW69ZXpp9b0JzXN2s_TpGn983xMlBVGvfKd64W42K2k44DF9jLVlr3dv98v2cX3q7d1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLhr3q90JV1-WJV7CgWJtW2WXrL46CCCw-VwH8Tj6G9SF3W8w6Rht5mLfhLW2b92yz7t43qHW4LzdDk4tJBrdW50nlv886XwWVW5lG-VV9bsHflW8MZ1gG7vyln9V1mM7h5zdKBjW8XxMBM3n5y7jW1JCZgR4Sx4PHMLQT0KPz9FLW8kT-S_4q83WnW46Y8Vb5_Yn0xW8h712263Kbn6W9fTRHp37sw_-W3hStNg6Khy1KW1-5S6d4nzyDbW1NryGb3FlcSbW94nvzz6tKwv9W6Gdw9K5WpfrpW4DMyVF7tTFF8W4Jg18J2c6MscW3Yg42K8PykpCW4jpkZ66npt-ZMjRkCrZB3wSW68r4cZ8psSyxW8xVzBQ54QRyt3ccq1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLhL3q90_V1-WJV7CgHrbW3nmd_Y87Wy3XW1RR7WS4gFdjZW4QQ0rw9j25dvN7xmcn_yFCZ5W7XcxsS1mWTZSN4__2xxR51_CW12rq991t1_zkVvzyJq8NrJGmW5pJdKY8L0F7qV3_n1y8T6brGVwXWC21RGpRkW4jj2Bc2BtqlzW69ZTBv2DTf4vW70X8nG13rQS1W1G2T1Q2HWdtHW5650d98L52X9W21qS_Y5wqYNhW4Pq94r3Zy0WXW3YDN_V7lTNQCW6NpnLV21vbzrW5QFvd24pYj7dW7cLhs93tG_-CW35CYBP6rvr35W6NcQ7M4GpywxW4gvQsG3mnVYHN4RTkHrmw7YLW2XFrt13n4mWyW84mStw1tSFKqM8q5_Qv6tcSW1CybQS71QZ-f31P91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgRTQW518MTF49n6t_W79Ctgs6Pj3PDW6wwJ0f4HLxLKW2s_Q-61Z3mZDN67rK66J6dlxW4wNQyn1dtfY5N7TfZ_VwLM3SV-bn3D5rhsqbW8mCjJT8X7QyFW5WdLkZ1bt-vNN53bN8y9TbMGW6X5Y5520HW9QW1yST0R6QZ_TtW57Jc9S2WB8XwN94wfKhkyWW3W3FWjlD7lbgRkVvYPW26QBDRGW39XlJ456j7J4W2L0RDR66K_bJN6xK9H35qDWLW61fC5n6TG8qjW4FZY9Y8bfXsLW349X0B9cvnRpW1wM0QC84k0gFW1bHbcr16TqhNW7fmf3Y2hVY-lW5wxlxp5t9FgyW3ymMvk3khBgVVNzBjd5wRn5yW3Q5gGQ7Wd8clW76Mlr67C_Gc0W7yzvBc8D6xvT3b521
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLh73q90pV1-WJV7CgXXxW2_TnTM2y5t1VW4dCGy61x1m4MW25mkqj5pZPl-W2wQ7pb72v3TgN81rxPwPDylwN2djZ3fsFt3xW1p3HBG8MhqvqW1Spqvq8TvNkYW9csV999bMqv3W5jwX4t3njQdhN39QXR1zzSY9W7t_4k16Jmkh4W2y7-pv4DSMjsW42x_pL63V-V3W6zTNdq7T9RJMW4nH6QL6kPvPBW8Q9-x65NcLZrV4YQPq97VVP_W2S83Yt4F65c5W8h6F_q7g4SC1W964tML7jJLFkW13rJ-T5yk1tMW3460M33sy3plW3Qg5rk7WZkPsW5gnjyr4LM2HBW9d6dxG722k03351N1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLhr3q90JV1-WJV7CgTslW825wJZ5g4Z9cN2N2qT2pml_RN94Jz7PShVpPW6LgMCF49ztF-W17LWyf91bYvbW3HxGpp5W7pCJW1llrTn9k12CpW5l6KJn60DdMVW1GP8NH5vN_tjW6LCXvd2xxkryW8H6nfs5FQfL5W6bfmHT8Sl4V6W793Dv53yH8mqW190gX54sp8RwVtTWFg6qmBMMW4SLZkX2zkHYHW77vY326qPQFKW5RRbMq4fp1xKW1ZXR9s39TG2QW185y0t4hg9rjW8_PH5N7yJc83W7WjWst1WQNqhW7Z9h4840-Z-8W6vKTkY74sVrQVSFYyG8WjwX8W5sk8VW6QTqf0W8BWqLq2DrVr9W2LGCWq4Lg5xB37bv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLhr3q90JV1-WJV7CgMzJN8tP1v_PyZ-PW1Yx7cs2fN1-PW8PlqzM2h3h_KW3D6jD624Q9dFW6txLwF452-z2W14K_lh2b4WcBN1fg8btmCqKyW6jzpfZ8nDW08W1BpCD91h2bY3W82ZC-S7SD1dcW3KwWp17PHzqyN726d2bBQ-MjW3-YNrl7_sHVrW80xk1d4CDBf6N3M8Hd0yJYNgW80ThGQ1zPswlW9jZ9tQ8mv3d6W1bsrzT5N_5NsW6fPxDd8gtNwzW2j1yM96XR_gwM31qv24JWfjW67zhS62Mr-Z6W1vGd3t53xQpbW2SRtwt7sff_NW3nxcpX5mqn6fW8TNX4q2NsRm3N8zYWdjCz3M-W99W6RP69S8SF341s1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfZ5nKvpV3Zsc37Cg-jCW8sz70d3h1fBlW8yYNTq5Y8kV-W6XXzLg4YWSzHN4kdP-44DxdtW144BW238j1VsW2ZvGxf7xHXfbW4sGtRP1yxxT2M_wCfJKStq6W8jNm7P7JgCX3W7gBY7P95vQ6-W7H8jjF4k5DVqW7ndK047Z6jGvW12NtSz37Y74pW6N9Bx93xCWNdW5vpfK48Xp09GW1P8Qlk7F7-ZWN210x0GDr4VqW3CCV_V2llpr_N2XqW_2jpC35W8Hh6dG5nzGfwW7HkFzR7hxlKPW6hJlbb4MNSFmW6sNCK47y30jtN89lstd7xp_kW4bcTCm5-3nRLN1rDBqvSbfvyW74n_ZB7L-kMMW6FvhDV4rhz2DN1T8wcYZHH4QN6rWCKFgcG2XW8gTSt83Mg5T1W3dnDqC5vDwMqW4zF13H3fl_44W6Cj3j28x43m1368q1
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populations tend to drive inflation down may be challenged in the coming years (Fig. 14). 
Recent research from the International Monetary Fund found that when there are high 
concentrations of dependent populations relative to the working-age cohort, there is a 
tendency toward consumption, which inflates inflation. BCA Research also recently 
highlighted how Baby Boomers control more than half of US household wealth and 
increasingly will have an outsized influence on consumption over output. That’s all 
according to a September article in Forbes. 

 

Calendars 
  
US: Tues: Headline & Manufacturing Industrial Production 0.1%/0.3%; Capacity Utilization 
80.0%; NAHB Housing Market Index 44; TIC Net Long-Term Transactions; API Weekly 
Crude Oil Inventories. Wed: Housing Starts & Building Permits 1.475mu/1.530mu; MBA 
Mortgage Applications; Cushing Crude Oil Inventories; Gasoline Production Beige Book; 
Bullard. (Bloomberg estimates) 
  
Global: Tues: Eurozone ZEW Economic Sentiment -61.2; Germany ZEW Economic 
Sentiment -66.0; Canada Housing Starts 261.5k; China FDI; Adachi. Wed: Eurozone 
Headline & Core CPI 1.2%m/m/10.0%y/y & 1.0%m/m/4.8%y/y; UK Headline & Core CPI 
0.4%m/m/10.0%y/y & 0.5%m/m/6.4%y/y; UK PPI Input & Output -0.4%m/m/18.8%y/y & 
0.3%m/m/15.7%y/y; Canada CPI -0.1%mm/6.8%y/y; Japan Merchandise Trade – ¥2,167b; 
Australia Employment Change 25k; Australia Unemployment & Participation Rates 
3.5%/66.6%; China PBoC Loan Prime Rate; Mann. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings fell for all three of these 
indexes again last week. LargeCap’s and SmallCap’s forward earnings dropped for a 
second straight week, and MidCap’s fell for a fourth. LargeCap’s forward earnings has fallen 
in nine of the 16 weeks since it peaked at a record high in late June. Over the same time 
period, MidCap’s has dropped 10 times, and SmallCap’s moved lower nine times. For a 
16th straight week, none of these three indexes had forward earnings at a record high. 
However, forward earnings levels remain close to their record highs. LargeCap’s is at a five-
month low, but just 1.6% below its record high at the end of June. MidCap’s is at a six-
month low and 2.9% below its record high in early June; and SmallCap’s is at a four-week 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgP9XN4LmTSsddxWtW1jkT7s23VCllW8RqF5p4x0-VvW8gGVyZ4mn6NkV2FkhL2kNYrcW2ywhFw8FJJHfW5J3Tqb3PDxt_W8GFYMr49My_PW78hwkf2XqzwqN4J6ngmMQz61W5TyzPB44KQLKV5mY-K7S245JW2SgNHp5kF57lW5_yJbk5fyL0QW4MPlsj5FsmVmW75gB3q1G93b0W3Q2-cf6dSYrvW8Gn3kR6whGK2W4LZrNg4nMbzFW7N9Bb61hYmQzW1RKQPz4vlwgdW1gqqxn3k_Zwm3pyZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfG5nKv5V3Zsc37CgF8zN4K_YPD-RCkdW53HmT-2CH_kYN49HGxBpVS2kW2Tj9T36Ck58cN5-3GY04XtC4W4wzvrn6WNkX4VxgjfG2qF4NwVHSfkj3S8gr_VjPrvS1nq24pW4HRwPG7DJDD0W4bRSV15g47StW5N6Mzy1v50_SW2cvXZR5qxK6GN3PDqy7zjkLPW8mvVqF7LQK7-W4hdPn21mZvQfW1C8mx72SJs_0W2jfq-P14rh-SV5g_9x2ZncJgW2-PxfY8GCj2nW5JZXV11gQfp6W6j68sr63kc7_W1RnYc811BXmhW3BzNq67pr50vW6WdZ7l6WXynDW3Y_SBT8G-qm1W8LRqQz4PmnXgW7jwdjs21MZ7qW35X0mP7rFYtFW7pXDh61w5_9LW7YglXd484ylVN9j5ccRVGTlz38kj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7CgWKVVYD6vb2yMvbkVNGwRS6fhXGdW6TS7ld7cr436W5bQCVV18Yz41W5dfB645m4r2rW5cs9d420JTYpVcjp6s7G0jmFW3mwCNc9hwWFHW8D2Npq74pRqPW16sP8b7mcC7JVLkNv41wSHSyW4V3PPH6WMQW8W4Mn7Yc5prvZPW6DcpbM6Y5Qr4W5y61L34SMRZzW6hK41c2rzSwbW7y1BX68jq9grW22jpRj3g3LCFW3FVnhh64VX19W8nPh7h2GqLy6W6f5Qf_7mCYPsW7KSH8s62CGWY3gTM1


 

7 
 

low and 2.4% below its record high in mid-June. Forward earnings momentum continues to 
weaken. In the latest week, the yearly rate of change in LargeCap’s forward earnings was 
down to a 19-month low of 9.0% y/y from 9.7%; 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 a 19-month low 
of 17.4% y/y from 18.3%. That’s down from a record high of 78.8% at the end of May and 
compares to a record low of -32.7% in May 2020. SmallCap’s was down w/w to a 19-month 
low of 14.5% y/y from 15.3%. 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 (6.9%, 7.7%), MidCap (14.1, 1.1), and 
SmallCap (10.9, 7.7). 
  
S&P 500/400/600 Valuation (link): Valuations were mostly steady last week after falling in 
six of the prior eight weeks. LargeCap’s forward P/E fell 0.2pt to 15.2, and was just 0.1pt 
above its 30-month low of 15.1 at the end of September. That 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 steady w/w at 11.6, up from a 30-month low of 11.1 at the end of September. That 
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 was flat w/w at 10.9, up 
from a 14-year low of 10.6 three weeks earlier. 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 24% discount to LargeCap is near its biggest since September 
2000. SmallCap’s P/E was below LargeCap’s for an 113th straight week. That’s the longest 
stretch at a discount since 1999-2002; SmallCap’s current 28% 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 70th 
straight week; the current 6% discount is up from a 9% discount in December but remains 
near its lows during 2000-01. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgy3q8_QV1-WJV7Cg-2-W1Fx9_v3N4T2YW2qCk3r2fMrNvW3xqFNd7DZJ23W3HlgNZ75-0vBVc5kHr2yyVNcW7TNWTY5YXn4RVQMgKG6vN_7tW4rWL_f2DCd6MVQFnzq3QwT8lW3y3G581VK-wmVm-bW06SDhTGW6MMRW86zXJbfVGYFX85QbL_2W1r94NL2yz_7gW3Cmk5J2Z6nT7W2ZCyqy64JK_1W8zfDdF1C_-fcW88xgTG90nKw6N1sJRFnB_43DW8Ybkfd97f_w_W6vKwVF4KSBJ_W3pvYFj24h2bt3dP_1
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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 tumbled 60 cents w/w to $54.83, and is now 7.8% below its $59.49 
forecast at the start of the quarter. Analysts expect S&P 500 earnings growth to weaken to 
1.7% y/y on a frozen actual basis and 3.6% on a pro forma basis. That’s down from Q2-
2022’s 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 blended earnings growth rates for Q3-2022 versus 
their Q2-2022 growth rates: Energy (121.2% in Q3-2022 versus 295.5% in Q2-2022), 
Industrials (26.3, 31.6), Consumer Discretionary (12.8, -12.1), Real Estate (10.9, 13.1), S&P 
500 (3.6, 8.4), Materials (-5.1, 17.5), Consumer Staples (-2.0, 2.2), Information Technology 
(-4.0, 1.5), Health Care (-4.8, 8.7), Utilities (-7.3, -3.7), Financials (-11.1, -19.3), and 
Communication Services (-16.5, -20.3). 
  
S&P 500 Q3 Earnings Season Monitor (link): The Q3-2022 earnings season is off to the 
poorest start of a quarterly reporting season since Q1-2020. With nearly 8% of S&P 500 
companies finished reporting revenues and earnings for Q3, revenues are ahead of the 
consensus forecast by just 0.9%, and earnings have exceeded estimates by 5.1%. At the 
same point during the Q2 season, revenues were 1.2% above forecast and earnings had 
beaten estimates by 4.1%. For the 38 companies that have reported Q3 earnings through 
mid-day Monday, the aggregate y/y revenue and earnings growth rates have slowed from 
their readings from Q2-2021 to Q2-2022. The small sample of 38 reporters so far 
collectively has a y/y revenue gain of 9.1%, but an earnings gain of only 0.4%. Just 63% of 
the Q3 reporters so far has reported a positive revenue surprise, and 68% has beaten 
earnings forecasts. Furthermore, fewer companies have reported positive y/y earnings 
growth in Q3 (61%) than positive y/y revenue growth (90%). These figures will change 
markedly as more Q3-2022 results are reported in the coming weeks, particularly from non-
Financial firms with greater exposure to the strong dollar. 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. 

 

 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLgS3q905V1-WJV7CgPWvW8zqN0T4jNNgZN5lbjywXVvFDW4_gh026jt6v-W77h0Ws1HC6wrVGcTQ3314mkxW6rpzdK6sfzHcW3gSkkX3BQbgVW7Fryvr1TpBR1W9cB6jF3nYZMrW2hXb121YCB6wVTlz9P7V8SBxW6WVFhZ9fg8sJW5BQHnx48-b61W9fyT2s8-48QwW7cLFFs6wzKtRW5zY_BL6Mm0SdW7MvSHZ4pVMZPW8lfT8C4ht3kwW2fPHcv3JMZVwW8TdyV13vM8ygW6JXk1N2h86tgN8z9FMBFRLR9V-BxRL5kXcMMW4KzSCV34kB1f2Gb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW5Qd66nmYM9W14nk4X6dzNWpW52hptB4Rg3M_N4-lLfGF-X1VVDyFMS7CgZddW533RmK9lRZT4W1_byf83MSmx8W3WhCZv5ks5NHW1t9Brc3ZB3NvW63tPJm5psjYWW3p6kmZ3F0w2_W3ByRf04sZLydW7vCdrN1Mjs2lW55-4KM7ykxJMW8RKRHY7L8htqW5tDPt55Mw37hN3D5mBF9pZ0bW16bXmS8Gk_dzW3tGFqX5DC1TWW7VlfZh3SqkBwW8kg8DQ7QQ0htVd5wst6P4tyxW65qTz85BmgGpW57_skn7Fkz-yN37bVrWkqCRNW4Wxw1s2QKCCPV4FG677fRzjcW8mrYsd91MV8LW8vl9sY2wPcWyW87X2s71_CnWvW28YTsR3jzZtcW5s5L8H3NG_JjVK06gg3_P92LW8cc97M7KFSSyN4z3RDrNvr8_W96HfCf38yGyqW8jlHvM8r0NQdW4TShFq2LjGR9MX1vZHgLTlrW8dgkN82l2-H8N6V5jb8zSQB7W1-Kljk8BDyp7N2vrGXdky7rXW3h4MGc3vQrd5W171RsR12F7MdW7TRDl61hcMSCW2BvB9r3nQpPVV8RztW7mzDnJW6KRS7s87NmZ1N7HZd3my2H1KW5MsL-f1XXV45W6Sm0Vx65lr-PW6v68y02JyQP6W7Wbk037Zr6B1W2-PpFP26b-GGW5Tn7hq6x5hWKW3SsP8R9hBWZjW83FXSV4wY1z5VvXjQY41YSSzN3S9qPmJKl13W6sd3ws8dP5KmW9chrfW7F4T5XW1T58xv4CcSJCW1T5pRg8v18bVW4q4mzX3LcRntW6N3tKf5XvCMKW8HhtdG2jHSR0W67XRB41Wr_RcW1J98-H8cChvvW8ZWKtV5xNWk1W8nDvrh3fYyBvW3DrWsR70mqp6W337JlY4qDJ0kW83wKFr7lHFPBW1qN04v5nhlCHW4STY6C66J7_NW3-DQlQ4dqzb1W5YQ68m1S95FXW11pXr57xpckZW2_h0Vq5TdyWpW7j0glG4dGmwFW8flhsd2nNSS6W2R0qtd45QZJsW3Rd9Y72Qxzm9W4jtTG-5b1CS_VxMdrk6qGP_kW5VwVsc2KTGXXW2_jfLf8TzdBKW4wp3RJ4YcK-LW67KjDM1HwTBpW3NtmjS7yMdZFW1GPwZm4Xqc5_W3yN5Xp8tgY7GW27wX3f196x4dW8TK4Pz4s5ZCfW14S2bD3Bf002W1lmKYk53r6G3W1WHm6X7nRPh-W16pd4t6J3TdhW5-x4nS8GrPcfW8Q0Qx524FrBrW8CWGs246WyghW8Dk_Bq5s18DFW74x-F05R1RXDW1yPKL88p-zKmW8VwkPS6ldNr7W6FdkR02SSyW1W7d36433g87sVN9c988LzK6kFN6jLcYpZwVXCW84ZBDV2bqQy0W496r3F42JhgQW6v2sCN2BQm8xW95nfpp3bBPvRW4S1-Jh64ppz1W8r2Bms69FcFDW8psJtw5gGTCRVc6T-m7f751KN7XS1nkYyrWcW21pwHg8Vd39FN1DP-5GVKv4hW51m2Nc2PLvXCW4-z-bG5DVk-VW5s34BP1cj0jQW4YgVKr8nGnkYW8F1tG92nqq4_W2rsfjj6ny4RVW7qcqg311M4pRW72hRfD6-cDrSW7FbXjz3zXmDgW6tt9mH5KH7R3W65-yr82GxZ6bVHzlzT1b8xyzW8VfJ9f2TWghXVs08r09dz6dTW5Hg1fH5z0JYnW8fDydt44Y6lPVfl8Sw8NycJhW5dtMy06W8b7tVRbmnY3Tx5F0W23q1nd6bQxL-W97sLjl2F0XztW4NGJ0S8vGY-QVZKMFg3N1kYsW26qj3C1RtfDMW2s4Bnn2LrnK_MlxFB1_v7MDW2Rx6L55WxxztN208phT_jmG0W8SqJkT3YNh-zW8MyQ1469r482W6L_Y2K3Rjp_hW5tstF68JZfmbW5ddG917Z6jctW7GN1tm14bb7nW5vh_829bFFHFW1BGc8D7QYgYRW48qJsG27mqjFW8d
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US Economic Indicators 
  
Regional M-PMI (link): The New York Fed has provided the first glimpse of manufacturing 
activity for October and showed growth contracted at a sharper pace than in September 
after rebounding back near expansionary territory in August. Meanwhile, firms do not expect 
business conditions to improve over the next six months. October’s composite index fell 
further into contractionary territory, registering -9.1, after jumping 29.8 points in September 
to -1.5 from -31.3 in August—which was the weakest since May 2020. The shipments 
measure plunged 19.9 points to -0.3 this month, indicating a levelling off of shipments, after 
soaring from -24.1 in August to 19.6 in September. The new orders measure continued to 
point to a modest increase in orders, holding steady at 3.7 in October, while the unfilled 
orders (to -3.7 from -7.5) gauge climbed closer to the zero breakeven point. Delivery times 
held steady, with the measure fluctuating around zero the past three months, falling to -0.9 
this month from 1.9 and -0.9 the prior two months; inventories (to 4.6 from 9.4) accumulated 
at a slightly slower pace than last month. As for the labor market, both the employment (to 
7.7 from 9.7) and average workweek (3.3 from -0.1) measures pointed to small gains. 
Looking at prices: The prices-paid index showed an acceleration to 48.6 this month, after 
easing from April’s record high of 86.4 to a 21-month low of 39.6 in September, while the 
prices-received measure fell to a 21-month low of 22.9 this month—down from a record 
high of 56.1 in March. Looking ahead, the index of future business conditions dropped 10.0 
points to -1.8, indicating that firms aren’t expecting conditions to improve over the next six 
months. Both orders (2.4) and shipments (5.6) indicate subdued growth, while delivery 
times are expected to shorten. Employment (17.8) is anticipated to continue increasing at a 
healthy pace. Both the prices-paid (48.6 from 47.2) and prices-received (36.7 from 39.6) 
measures held fairly steady, down sharply below their record highs of 76.7 and 62.1 during 
January. 
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