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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays of the 
Monday webinars are available here. 
  
Strategy: From Unconventional Back to Conventional. The bearish case for stocks 
hasn’t changed all year. It continues to hinge on the fact that the widely unexpected 
rebound in inflation over the past year has forced the major central banks to pivot sharply 
from their unconventional ultra-easy monetary policies after the Great Financial Crisis 
(GFC)—which were aimed at averting deflation—to conventional tight monetary policies 
aimed at bringing inflation down. 
  
Looking ahead, the bearish script suggests that prospects for stocks remain bearish 
because the abrupt monetary policy reversal is likely to cause a recession, which will 
continue to depress valuation multiples and earnings too. In this scenario, the “bubbles in 
everything” will continue to burst, and there will be lots more collateral damage to the global 
economy and financial markets, as occurred during the GFC. 
  
In the US, the bullish case looking forward is that “this too shall pass,” and indeed is 
passing. In other words, most if not all of the bubbles have burst already, so not much more 
collateral damage lies ahead. The Fed is likely to raise the federal funds rate two more 
times before the end of this year and then pause next year. Monetary policy has turned 
restrictive enough to moderate inflation without causing a recession. So corporate earnings 
are more likely to move sideways than take a dive. The same goes for valuation multiples. 

 
Check out the accompanying chart collection. 
  
Executive Summary: Both the bearish and bullish cases for the stock market currently boil down to 
how the economy responds to the tectonic monetary policy adjustment from unconventionally ultra-
easy to conventionally tight, a.k.a. “The Great Monetary Policy Reversal.” … We describe both cases, 
pointing out that bullish could morph into bearish if services inflation doesn’t abate. We’re in the 
minority as glass-half-full bulls, counting on a muted rolling recession, with rolling inflation, passing 
through the economy and out. … Also: Fed officials may be dialing back their hawkishness, which 
would support the bullish case. We think monetary policy is decidedly restrictive now already. … And: 
Midterm elections could energize Santa Claus rally. ... Plus: Dr Ed reviews “Eiffel” (+). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgVdpW80YY1P2PTk7yW3mlNVV5g9MfyW6GpWM35Hk2r7W242pNb2gk-hWW8-nz205--qyLW99-1_495RLHmW3rvDc388Qz_5W1W8-QN7XKk96W4T25mq4n-f_hW6v7nL86ZyJCmW2ylkJk3jlf2pW2q3zwt44Y7BWW3gkw6z25jmqXW29w-Z06cz4CbN1ZC0pP1rVc0W2m_Q2y1P284KVnKgtf2KPrczW3sS8q-808dXnW96xkqG13QGQbW3yT-dw4PPNvXW4qXZrL42lJKCW3c4NYG3MSZ7M3d5R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgNVLW6W_tvR8NtnN9W3d47h85RRgsBN1fqMzLhy822N177T0JjVHlMW4JBzLS5b-p6jW7-BjC734Bb4sW8GXR5p3Z-8QQW2Swkcw89bPZKW7q_6TJ5M-mf1W2CRzPM2Nmz7nW1-W3Jg5PvtfCW3f6dQD2l_pmdVkP45D4j3VHlW2XgjS84h-WgsW2zKRqk3fWf7cW4xbSbQ2R0MKNW8LLm6W8CcH0bW3PttXv5MRNYcW8dL0vW4lzR8ZW2VGDlt4T-2b8W92MG5K5r87pLW35BK8m8-tNGy3jxC1
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Moreover, US financial markets continue to benefit from “TINAC,” i.e., the very sound 
investment rationale that “there is no alternative country” to serve as a safe haven for global 
investors during these challenging times around the world. 
  
The bullish scenario isn’t as bullish as the bearish one is bearish, but it is certainly much 
more upbeat. Now consider the following: 
  
(1) The bearish case. According to the bearish narrative, the bull market from 2009 through 
2021 was primarily attributable to the ultra-easy monetary policies of the Fed and the other 
major central banks. These policies were largely justified by the deflationary forces 
unleashed by the GFC. The result was that all the major central banks undershot their 2.0% 
inflation targets. That was their excuse for implementing so-called unconventional monetary 
policies including zero-interest-rate policies (ZIRP), negative-interest-rate policies (NIRP), 
yield-curve-control policies, and quantitative easing (QE). 
  
Just when it seemed that these unconventional policies had become the new normal, 
inflation soared around the world over the past year, and now all the major central banks 
are scrambling to subdue inflation rates well exceeding their 2.0% targets. In the US, the 
headline PCED inflation rate rose above 2.0% in March 2021 and is now at 6.2% (Fig. 1). In 
the Eurozone, the headline CPI inflation rate jumped above 2.0% in July 2021 and is now at 
a record-high 9.9% (Fig. 2). In Japan, the headline CPI rose above 2.0% in April 2022 and 
is now 3.0% (Fig. 3). 
  
So the Fed and the European Central Bank (ECB) are raising their interest rates and 
implementing quantitative tightening (QT). The shock of this Great Monetary Policy 
Reversal (GMPR) has sent interest rates soaring and stock prices plummeting around the 
world. 
  
The bears’ favorite chart shows the relationship between the S&P 500 and the size of the 
Fed’s balance sheet. The former rose 609% from March 9, 2009 through January 3, 2022 
(Fig. 4). Over this same period, the Fed’s assets rose 1,005% from $760 billion in March 
2009 to $8.4 trillion in January 2022. 
  
On January 5, 2022, the Fed released the minutes of its December 14-15, 2021 FOMC 
meeting. It included a long section titled “Discussion of Policy Normalization 
Considerations.” The committee reviewed previous episodes of hiking the federal funds rate 
and considered “the appropriate size and composition of the Federal Reserve’s balance 
sheet in the longer run.” The word “runoff” in connection with the size of the balance sheet 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgK2qW7twsMN414pXWW2qKMxv1d6SswW6pm0Zq66wV_NW8tvjV57txGKfW4h1Xnx61j9p-W6psl6Z2VN6srW55yhj-2Q7r29W60ZKmZ42QM15W3YR41Q1C_Rd_N5Wl_-ZP_RTRW1-RXwY6ntDnFW6Y11Jw91BF_yVY48pQ38cbZqW4hh_Ky9lffzhW2wmbf31jg-G1W20CfM_7nLfVqW4cNBCn3nCjn0W2b4yRH8RFg_LN4Vk9M9b7JQyW41M2Lm6yBJrKW5rK_4w78pZs6W3tX2tY8R6ptS3hDh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgWdRW2q_jFM7Y2ZhyW2LfwMn8QNr38W3Ql3zk6QjRVtW2jyFxM4RQRj-W76PFFQ87z9BWW87dG9l4Z4y1GVL24Tm5D3SYCW2plZts5wb_y0W6G5Lfh7JKg0gW35yBcb3bk82LW4WLG587GcfYXW3FNNJ64FHyS8W32b3b61fKd8vW4qPmr17flCdhW5jJ4Ns2dKGTYVJZcn65FtTTHW5tdjQc6kDbP3W1NVbPT35jPh1W2RmxG32jzKQdW2YGq6b7vxr9hW3LN0fm2qB397W4XdPL24cH1Vc3b7h1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgN03W22TGPs3dJ1G2W2tWWzk65WBb-W1s5Kvh6c6d0nW9dv9hn6qS509W99wQ1X39wZcsVqLNlr2j_f7lW5hSR7d1-0w4TVTBG531GymmqW7Xy2HR13_kSBW3NcY4K6X56yRW6Y8yLP6VTZNmW2W9kWb5G-CzkN6-NK2q4F39QW50rLVZ8T-2tlW7xtW0d2MwhTTN10RRPxP5vyTW1LsHPC7l0lFBW3QD4kg5H84GbW584Gkz67RfWDN1qSNGJjGqZqW30jxcc8chNBkW7NGRWf3b8d6k3j091
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgDgrN1D3fWTy6v8YW6JqWMx71v3nDW8VCRYb4hd_3nW5rZqTX3r0xYNW2jz9Gn9fgvyCW4nGTQ862mP_BW4Ww2K13bbvY7W8T2S8f4zxk01W73Vh-c1ZZTCDW1lhRpF7S62yVW6cmw5n7ZnZxpW330KSC6TVfkVW85TSmd2dMMYjW1_KzFL1-sgc0W7l7Zd24klMP0TJdsK6G8GV5W848WWF3R6WKDW6f3VkY5Vt90QN4CWZWJ8rvSXW8Gn7Tb2qR_0YW2p0c8C21J37bW30-Q_S6r7jJy355Y1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824DzJ3q90pV1-WJV7CgLD2W2Pprtz4z7c5pW26V9Mm4GxBpBN6lJmq-M99ffN6Y93sK4yhBbW4WPNh72b_MFCW6T-njL4m_JvkN1xkj3Q_QNycW52d-X41n97-CW2mB8D090wY05W7dFkjX4tFzzyW6XBrGG24x756W6kWRkj6zSlttW1pMd1d4Y9-tMW3-gqJw4vxVD2W2Rb52_7Kkt11W3RGZLR4Zvz9mW1nms-F5txm8_W6l0khj6S8xbcW7dm_kq77V9DPW89Rvgc8-3VyrW79rsGn7VdbWGW2C4HBC7PDShJV7NjVs18f17CN3v7ZNLjBlvNVQgvZ07JgMfGW8L80MW92fY3h317F1
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appeared 10 times in the minutes. For example: “Many participants judged that the 
appropriate pace of balance sheet runoff would likely be faster than it was during the 
previous normalization episode.” 
  
The Fed’s QT program began in June of this year and started accelerating in September. At 
the current runoff pace of $95 billion per month, the Fed’s asset holdings would drop $2.8 
trillion from a record high of $8.5 trillion during May 2022 to $5.7 trillion by the end of 2024. 
The bears reckon that will continue to send stock prices lower. They might be right. But 
keep in mind that the forward P/E of the S&P 500 has already dropped from 21.5 on 
January 3 of this year to 15.9 on Friday (Fig. 5). So it has already discounted quite a bit of 
the Fed’s pivot from accommodative to restrictive monetary policy. 
  
(2) The bullish case. Currently, the bullish case for stocks in the US is that a soft landing of 
the economy is more likely than a hard landing. Debbie and I have been making the case 
for a rolling recession, a.k.a. a growth recession or a mid-cycle slowdown. In this scenario, 
there shouldn’t be much more downside in the S&P 500’s forward P/E, and its forward 
earnings per share is more likely to move sideways than to take a dive as it always does 
during hard landings. (FYI: The “forward P/E” is the P/E multiple using forward earnings as 
the denominator; “forward earnings” we derive by time-weighting analysts’ consensus 
operating earnings-per-share estimates for this year and next.) 
  
Of course, this rolling recession scenario is valid only in conjunction with a rolling inflation 
scenario, which we also believe is unfolding. That is, inflation seems to be rolling out of 
goods and into services currently. Next, it must roll out of services—or else, if it fails to do 
so, the Fed would have no choice but to resume tightening until a recession finally breaks 
the back of inflation completely. That’s the bear’s base case, of course. 
  
The bullish case rests on a happy development: the return of the old normal (growing) 
economy, with inflation settling down to 3%-4% and conventional monetary policies 
resuming. An even happier development would be that employers increasingly respond to 
chronic labor shortages by boosting productivity, allowing wages to rise faster than prices, 
thus increasing the purchasing power and living standards of workers and boosting 
economic growth. In this scenario, inflation-adjusted average hourly earnings, which has 
been flat for the past year through August, resumes its historical 1.2% annual growth path 
since December 1994 (Fig. 6). 
  
Needless to say, the bullish case is very much the minority view for now. The spread 
between the percentages of bulls and bears is currently -9.0ppts according to Investor 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgFbFW4H4KX13QDhqZW9cJJk_26HLN_W4CnfKH6nCT5_N6jZzGvyhXmXN5L9g954sslvW6GygDM3tMzTnW6pp0dv1b-2q0W51BnnR6xkNKcW4dZRX71sxlSjW4N2rDL55wMcWW7CVF7k7Ysm7wW37SWnX8_pVvJW1cLnXX8MW_JcW4WC94S2rk95lW11-LXt5_8RCmW46C-mj8KSFXXW6qKYNS4nvFtDW3F1JZB6SlqShW3nYS2w6hKL0SW3gZ9jK3bz0D1W8jylrX4D10LHTCcyb9lS9bN34w01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgZVTMKNr0rZFDN8W11xG2n6jgQWXW5ztkx86GTMTLW1M51Vk6Jv-F6N5yRgCbTNvXMW8Lx1115QS3P0W9d6Znq5d4TP1W9ksjKT6-bkCgW585rhK3lypVHW3NlFCQ86LSZQW3Vz4kf6Fmxm8W29wC6b6LNvrlW8ZmYG-5shmHwN3mQTwhvQGGjW2MnqYS2qKc9RW2LKc724GWnF5N357MbcG3-Y7W8D7WZJ66LGTJW7BPZ941yGXQLW19q8708l5zcPN9kxP2jxKpkdW8BPb3J52QZlX39CL1
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Intelligence’s survey and -33.6 according to AAII’s (Fig. 7). There are only 31.3% bulls in 
the former and 22.6% in the latter. 
  
Favoring the bulls over the rest of this year is the prospect of a traditional Santa Claus rally, 
which is even more likely to happen following midterm elections, as we showed in last 
Wednesday’s Morning Briefing. Since 1928, the S&P 500 fell 1.1% on average during 
September, by far the worst performance of any month. Octobers, Novembers, and 
Decembers were up 0.5%, 0.6%, and 1.4% on average. This Santa Claus rally 
phenomenon tends to be even more likely following midterm elections. Since 1942, during 
each of the 3-month, 6-month, and 12-month periods following each of the 20 midterm 
elections, the S&P 500 was up on average by 7.6%, 14.1%, and 14.9% (Fig. 8 and Fig. 9). 
  
By the way, our friend Matt Miller, the political economist at Capital Group, reviewed the 
outlook for the upcoming midterm election in an October 20 article titled “U.S. midterm 
elections: Will the House flip?” He concluded: “I still expect the GOP to win the House. 
That’s been my position since early in President Biden’s term—even before inflation rose to 
40-year highs and Americans started worrying about a potential recession. The Senate, 
meanwhile, remains a toss-up that I think could go either way as races tighten in a number 
of key states.” He observed that the Republicans must flip just five seats to win a majority in 
the House. Typically, during the first midterm of a presidency, the opposition party wins 
many more than that, he noted. 
  
(3) Looking forward. Last Thursday, September’s Index of Leading Economic Indicators 
(LEI) and Index of Coincident Economic Indicators (CEI) were released. There’s a recession 
coming according to the LEI, while the economy continues to grow solidly according to the 
CEI. The former peaked at a record high during February and fell 2.9% over the past seven 
months through September (Fig. 10). 
  
During the past seven business cycles (before the pandemic), the LEI peaked 13.7 months 
on average before the peak in the CEI. The CEI rose to yet another record high last month 
and is up 2.3% y/y, confirming that real GDP is still growing on a y/y basis (Fig. 11). Indeed, 
the Federal Reserve Bank of Atlanta’s GDPNow model shows that real GDP is currently 
tracking at 2.9% (saar) for Q3. It still looks like a rolling recession to us with recessions 
rolling through housing, autos, retailing, and goods manufacturing industries. 
  
By the way, the S&P 500 is one of the 10 components of the LEI (Fig. 12). During the past 
11 business cycles before the pandemic, it peaked five months before the CEI peaked. It 
peaked 10 months ago, yet the economy is still growing. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgTFpW48yLNJ25M_XQW5t2mGf5ncHnkW3xXLMR6NhLb_N2-NxGDFTMdHW1VJnZ63jWW9qW2TCBZq5Sj1QSW48wRVG1Vkbb5W5LgfL67t48f7W1Bm-d62flxmpN4_cFv-xyzHRW7KpKlN4tGGTCN4crG4Hj6jsbN2jHnkSyGwtyN7n4pXFhHJGyW84qC5d9fNDhkW6Rc8hT1XBYBLW29tHHK5vPwyvVYDLJM39yFF4F1LV5fBDLQSW4rrrKF69lPN4W5vfW-h8wM5hYV4K4j98VJMzl3h4d1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dzp3q905V1-WJV7CgJLDW8qhW1g2qZ0LGW64SbvM4QBmfnVNsmVs7zz-02W3K0kcJ1TsvrrW3bbk7j23QRl4W8PG_-m4ZY7w_W5zq5X42hSwZ5W4zYlj225xJB4W55RS2s2WLrGBW2FPksH4Dr9QqW67Q1Pd62nSB3W6kDKQJ8GW1MJW49rsrc7gTKZRN47SyGtrkFyDW5P5lMX44-z4bW93FR4W27MDs3W4tzRkx27k9w-W4_p9nY6n4xLmW55d6qM3FSv6bW693RRb7wPS3pW2-5JKT7BVXtlW2mTFkS4D2mxKW6_q0Cx8vFsPFW6G0jDd6DHMq43lb51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgT6pW7wdSHd666924W1GgqCp2S6ykDW8WpvFp8q0DvdW1pVCwx34CscnW5MdDNC1lRg47V2pHHd2Q9Pq2W6m-HMk2JJnL8W8vW4Pg5HdzCvW6KTMrb9bPSxQW3_kPXB6LRWGhW18wx3h8l8z5kW7wqTtd19JvMjW7kLtbt8lpBQqW94w7xr6gZCWvW1mbrTS4tRf_4W2W1MVp6k5LphW6yM_my74xmQkN66C4L7Zfwt0W20gljb3xLKnwW4czbPw7bjMVrW2_ZL1N28vbzWW7XZ2Sl5fBNx-3dRg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgYtnW8cppLC8CVl1wW5cH8TB8htBnCMLWRttmvvZyW6p8P2813CgkqW7KHvyz4pYkqQVS6b286B9r6gW24ZTF-4RfbfyVL-_jb50T7HrW2-8Wk153D_RBW2YgKV562HYDkW4Bk6QJ89KK8VN52_zN1ks6mJN7mF_3wJDlL1W1kQXZv3WCN3tV3HKg-5zc6g4W8rfh4n6YLZ07W7QGHP46V3StLW3kgJSf6MvpTvW8H5zJ-8VQG15W1rKVDv83LY77W4y1MPB5-x4sTW6SbjG96Bc7-F3c861
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dzp5nKwhV3Zsc37CgQRfW3NKgny3hX_P_W5q8r4S2w6hjQW2RMqY-3tpyThW2KQt9c76dKFPW4tFtMX86T_8NW3N2Ltx7R17hgW5-PpmB2s1Y3VW7KDz863_JJDgW8891Ms73wRkPMX_y6Dy-bN_N13CsHphy8vMW5l8LwL2DdfX9W6wYcMb18Nds7W3QR43M1J--XFW7XPcpg8hBXw7W1B8t1G7vbvCmW8K8HfM39nXPMW4gKhyV3MDz30W3cFMdh1J7J_pW60CbL61XyZlRN554RryqtJMtW7v29MT8_CKQLW25C4BK35hDcsW77xQL-7B5pVxW1BBzqJ1Ch_qTW3pStr56hdz-vW5rhdYV5h-WnhW3pbgk53VCfQGW8S6L0J6hxB8kW4nz0MV6SJ-JZW6ntQND3kpNBqW46FLCd1737DPVVy2xr7Z0r49W5z5Jvv5z-wyCW7cktz66KCVW6W4pw7dc19myr0W64lftN1M2G-yVvXNxt6HCLL0W17J5mC8h1vymN3Lym_hldtbY3q7C1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgSrjW8wyLZD77hLhBVG89YY3x0YXtW4gkb_W23ZG5sW6M9DxS3KRcbyN45mpVhdbh8DW7WWKC_8P7cLkW6j-3G82B33n2Vp1b9S4Wlxd4W1QD_6b8zj2LNW7dkKgG8tgjS1W1FSlsV5xVN-XW63Ff034wrqFbW2v5lqT2vS-4FW7qFJm-3DbQGyW734Svp4jr55TW55fggG3WSN5_N4WhxnKnqwxpW5_0wbW1dQyd9N8dzt9R2bZTkV7d3Zz5gTK-HW4VTp-76NpdDCW6G53yH1gVN-0334D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgZz_W2th2Dn36Y_N-W4pxlqv7TXFn4W88fflz64-2bJW3nn9P84mW4kGW5Zvsgr7ls_rwN7gwcy0FLTrPVpbw8V7j3W7WW1PW98L1YpnD5W4tHTsL6lK3p3W4Kpl5y4P_z8pW3CQr8y8tk-QxW1L7dq51_KzFFW6l6NX17H-VbHN56LRKgX3F_rW7GYZfD6yHwjFW8fZzs62Zr069W2mpQMy80jywwW4b4CGT1Rq_4QW8bJR3W2G3PnpVYWwph4tMfQPW35bz-f7lq91BW6KRm1F85VVYd3pt51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dzp3q905V1-WJV7CgML9W63YsYb5WzKKNW4w_Snq7z6-q4W4YKSS-8k4rDRW3mFYts4Ts7D1N6Qrvl8k_T2WW21bKqG4bdXWnW4py-tg4T2-N2W6p1mVs36mTp8W8d3_h93jKY_xVTpLsx1ggbQQW22td5P2J3yMRW7ZZ7Td7JYVLTW5JkP0-3Sqh-lW8fCcHb1w5cQdW6_lrVy8vrTfvW2-yMQL2vBS8YW3m0FTW6ZNd8KW2P1BGt7HpGY_N21gCvDjfRYYW6Hs9y22vpGn3W2zDZMJ61YNB2W55WMYS2Mb-gqW4L3GSl7G7wlXW5s173_3Hn0bv3h971
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgDRVW82-bXD991x_hW62ytgg9jv-CjW7z2xgl3n5GRYW959DH-7FNYhHVkMSSH6ww_cCW8QjBqV9l0dy7W4FYbWx1Nf_BSW8LpS248qtMLkW3GdfFh3bZJwlW2-SLm_70GhK5N5JrySPpDY3SW6Czk7X2D33mlW7x449M8F0qJ7VwzYbV8-DYJQW3X-N7Y2mq-9DW22LTzf4fBW72Vrkhsl8L4t0dW7kDM2J71Dkc7MwsmYRYndgWW1-6hVj4cXSQrW7W7-vl4xhTSQW5W9VqS2xd5F-3ps11
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S&P 500’s forward revenues, earnings, and profit margin are confirming that economic 
growth is slowing but not diving into a recession (Fig. 13). Forward revenues continues to 
rise into record-high territory though at a slower pace in recent weeks. It’s hard to tell 
whether that’s because inflation is cooling or unit growth is weakening or both. Forward 
earnings peaked at a record high of $239.93 per share during the June 23 week and was 
down 1.6% to $236.16 during the October 13 week. The forward profit margin is down to 
12.9% from a record high of 13.4% during the June 9 week. 
  
The Fed: Volcker 1.5. Melissa and I have been referring to Fed Chair Jerome Powell’s 
ultra-hawkish pivot in his August 26 Jackson Hole speech as “Volker 2.0.” He mentioned 
former Fed Chair Paul Volcker’s experience with taming inflation during the late 1970s. The 
lesson Powell drew from that episode is that “[r]estoring price stability will likely require 
maintaining a restrictive policy stance for some time.” So the implication was that the Fed 
would continue to raise interest rates until they were restrictive enough to subdue inflation 
and then would keep rates there for a while. Subsequently, numerous Fed officials 
depressed investors by repeating the Fed’s new party line: “We are going to raise interest 
rates until we see the inflation is clearly coming down.” 
  
On Friday, the Fed might have started to dial back that widely expected scenario a bit to 
“Volcker 1.5.” That day, the S&P 500 rallied 2.37% to 3,752.75 as the 2-year US Treasury 
note yield fell to 4.50% from 4.61% on Thursday. The happy day’s performance was 
sparked by Friday’s WSJ article titled “Fed Set to Raise Rates by 0.75 Point and Debate 
Size of Future Hikes” by the Journal's ace Fed watcher, Nick Timiraos. 
  
Nick’s article suggested that some Fed officials are realizing that the party line might be 
excessively hawkish. The markets had been discounting that the FOMC would hike the 
federal funds rate two more times by 75bps at each of the FOMC’s last two meetings this 
year with more rate hikes next year. Nick’s article indicated that some Fed officials wanted 
to discuss a 50bps hike during December, rather than 75bps one, and a pause early next 
year. 
  
Indeed, on Friday afternoon, San Francisco Federal Reserve President Mary Daly said, “I 
hear a lot of concern right now that we are just going to go for broke. But that's actually not 
how we, I, think about policy at all.” She said, “We have to make sure we are doing 
everything in our power not to overtighten.” She added, “The time is now to start planning 
for stepping down.” 
  
Powell freaked the markets during his September 21 press conference when he said: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgT9_W7qnFyp4tWmw3N3g9ttcccylYW2VLwcs9bWHySW4nb_jY8GdzwmW7lBs3W8tj55vW7KGysl1bp1NzW802Xv47cLVP9W7vSPHR201-bhVTn9LS3BGGbcW1mG5-b1m13dzW58qqbS2lsNt8W8WdC9h2fQBrRW4F0zsZ6C9Z6_V6Cghb7bbJlCW5MLGSX8MVG7kW8YPFRk1NWvxLW2s4R2w8z_HQRW48qJpt3p5wqlW5LH9Vf82NYxTW6dZP4T1KdFDSW4Qp-XH6Sn48PVXWr9v7HR-lg3ng41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824DzJ3q90pV1-WJV7CgNdGN7XG9NBlY4ybW6l-0fW75BGN6W2JYRrT2qJywGMmVK2bQXPJ0W7qPb3V6G-bzDW28PWyH45MfP1W2YRsx42RthPNW6lP7Bh6rTvPDVtZrd61s2JyHW35vjv35gQ4TVMXzrWXRBCCWW8LVLbf85yQvBW8slCc82tBM-yW5QYBDl4Xbzp8W7KrtnV8kk072N7PvdSJRXYF4W9dC2wy3zWp6nV4Pq653rzCPhW58M2Mg84_M84N918_zbgLxk-W4-cc4p8Cj9_qW8GT48M7RCswDW2ryft-4gqmvPMLmBQQ-1Db8W3b4V9v4ZgDcvW6kZvd32Wx5xp3hqn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dyw5nKvpV3Zsc37CgGFHVzTKGM8V1Hw-N2NM13dV62TgW2cyFdv5zzZT0W7j2ym-4ynh6vN66kCr_NPVmHW4SV14V3kHtZ_W6-77Ds2LwfzgW13TDRK5S8kHlW8ksNSJ8mm6YMW6z27ml6-jVHZW9k_rZB8yMbzSW6hXyxR6Q31CjW5XQDqY1Mg79yVPPzb14v9y6TW4wDqj69ctnKnW4b2Y5W5YwZqdW8DF-8z6ntD-QN4zgQGjjBlyDW2HDnrm4Qz2YXVYNTy982p3lrW4X3WZ66Ycn91W7f_blT3gVL3yW57BtB19f6hNDW14vVbr566lm5W3jRt1W16Tz_zW39GPWS9jpxHlW8C4CZn1bGvFLW2WnCL83CL1dBW99ytQq98C1lzN1gGjmx-fvffN5ctnszRVsrHVVkSXl2grfNdW3JgQ4Z3_q653W8h259S5TqVZN3lKh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dyc5nKv5V3Zsc37CgWKmVrG4jT3MFFqtW3n4H1l2zjcJLV6sDwb6CsFJgW84lkHm6_-121W90Y7Mm22bn_yW22tZ_02JbqkQN2YRTb55SSy-W87NN8s7Mmx4jW3ZxRK97QL8j6VyrCcc4wcg-vW5Y8mJd1vdh9QW95g8Nr7plrpwW9gczzN2fTsp-W1qvh0T1G2kf1W5sMJnD1HzD-qW30kxQ71H3k2nN8mg3h8DvY3KW598PRd6vn_bLN85hYz7cCTJMVCKr2C9fMpl0W4bRJTh2Yw-23W306VgK7BtNlzW7L9s2358lNKqW7RPJx63F4cyhW7WyNS73ybhx8W7Cb4h01RJl8LW4Td-LM6KpKHCW4Ps-Zk5mbkB3N8gLQPBRDMc_W2zYbVl3nJ_WXW1jnpgd4n_gX7W2SMQk026NHZj39cK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824DzJ3q90pV1-WJV7CgM02W7jDhms71LG1QW4pq6J54DlKGlW7SwWQ46rKyqnW91GBsM5XcMyJW2L8tX_8RY-1HW1lw0vv33Hl_-W3wCLcs1RN7hPW2WWm8Z1hKHVrW1-tXN34DrL1ZW1RRp2k1GRG53VX4jXp4yxygSW5MhRZs4dsWhcW5CbKWN4FX-2xN95v50Kzy61QW7YYD9M7XD6tHW5bf_n02N6RT_W6H2lYG5M-53ZW99s0qt2z2--gW1GlLPh6xww3MW5NtL5778VX3FW2S3fTK30rlKKVgHhSx5GDjt4W7vFmCG5K7cm6W4zvkmF3c1ZWyW7wC1L87kkKM7W79cjzH6ZB7h632mB1
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“Clearly, today … we’ve just moved, I think, probably, into the very lowest level of what 
might be restrictive, and, certainly, in my view and the view of the Committee, there’s a 
ways to go.” He was speaking just after the Fed had raised the federal funds rate by 75bps 
to 3.00%-3.25%. 
  
Let’s review by how much interest rates have soared so far this year to date (i.e., over the 
past 41 weeks through Friday). 
  
(1) Federal funds rate. Since the start of this year through Friday, the federal funds rate is 
up 300bps, the most over a 41-week period since August 1981 (Fig. 14). 
  
(2) Two-year and 10-year US Treasury yields. Over this same period, the 2-year and 10-
year Treasury yields are up 369bps and 248bps, the most since September 1981 and 
October 1987 (Fig. 15). 
  
(3) Thirty-year mortgage rate. The 30-year fixed mortgage rate is up 387bps since the start 
of this year, the most since September 1981 (Fig. 16). 
  
(4) High-yield corporate bond composite. Since the start of this year, the US high-yield 
corporate bond yield is up 509bps, the most since April 2009 (Fig. 17). 
  
(5) Trade-weighted dollar. Finally, the trade-weighted dollar is up 13.4% y/y (Fig. 18). That’s 
that biggest gain since September 2015. It’s another indication of the remarkably rapid pivot 
in monetary policy from an accommodative stance to a restrictive one. 
  
(6) Bottom line. It seems to us that monetary policy is well above the “very lowest level of 
what might be restrictive.” 
  
Movie. “Eiffel” (+) (link) is a very interesting docudrama about Gustave Eiffel. He was a 
remarkable French engineer. After he finished his work on the Statue of Liberty, the French 
government commissioned him to design something spectacular for the 1889 Paris World 
Fair. The result was the 300-meters-tall Eiffel Tower, which was completed in just over two 
years. The movie includes a romantic subplot that is pure fiction and doesn’t add much to 
the story. 
 
  

       
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgCKvW3V0lFd7nCCCzW72XV7G4kpDVWW8zPg1y4NsFGZW1Fp45z5qQrG1W3q1m9h1LJ-5vVDTJ-D1ywF2sW5jyGVN6kvML7N7rCpG5YnH5sW6B_b7Q1Rrb0xVrxqMq45V45cN2LkXBfh-R7vN5PwsHkhz85VW1_B6RC2-hywRW58wh9m5FV0jTW9lfS4N41PMMPW3LR8R46bnyWCW5Yr1Dw7gW9FDW5dKbS84y6vHCW43wL4b1__C2TW4m4pZL1PLD8WW46c9JR3mFx6ZW5YnyQb3V-PYR34kT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgBX8W65Sx9t1mzhF8W26YGNp2tXhBSN4_zNf-4SX9MW2-BGY-1YMLRbV_V9y0943g22VxhKY57BxylPVCYblp5Cd2KPN7-XjTsnTrfqW27dNv94lJ6wJVfByCv7lCwZVW4pdx2j6VMvP2W9m2pnj1HXW4_W2jn7Jf2xVyt1W5QGg8n7W54l5VrJ9G-2H9h9ZW2PPHqd3-lVL7W4pplKB2xY1l1N3C0jYwJMVCkW3KNQQh55WsyNW8t7WGd3-nZGcW2wYjvD8BjHrCW2vKChf43n8443dp21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgZKSW7jD7rc7QmhlxW5tG6Qw4SY9v3W7Swqm-5B-y1RVSHjg_3Hs4YKN7XrRd535_x-W7s7cc65PJ83zW78zybR4cT1Z4W5FF8Fr1XpsB9N97X0Cj21nDHN8wk-dVrKftkW2GNqkQ756N8jW8pFwsG28CQBFW7md2mW2NF-JCN47rQs546vQTW9htmcg4YTLRCW7l7QVq9jDRdCW2bpH842CKVvxW3tKK_g7NmW-RW5DtmzS8gZYyfW75fqTP6_k3zwW1b-Yj56lgcyPVYmZth1ZZJVp31SQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgV31W8HrKHj5n9fM-W2nsN7z5YjcxjW7Rvt3p1Cl_5gVTjcqj8Q-M_HW88n6c02CdMq5Vj0p4q632lJzW7YYPDZ5TXMSBW5PtxJm9cnL0wW2-mQKZ3Y65d_W6fT4fG7zVsGRW45j32k4305F0W7-WNk-2N5bZCW556Nrt5-z5XfW83MT113ZFGVVW7HwRQG3MjG_cW5xTPmb4GCb0CN8kbFKG2xRFzW4W88l57N9cJKW5d5pb95hZG1KW3FXSwT6h0Y8nW3k8Xjn8pMn5sW4_scNH3mhZ7M34fW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7Cg--ZW98n_-_9kC4gjW7tL52666J7XkW6y5NQD82rRjRW1V-_nd8bRvlqW4gZnfx94FNC1VDlRrp7JYBZLW1-0ht87dFPHDW7jrG0M7HzztVW2GfX4q2rL0xtW8X-1_G3JjP19W89pfgn4SqMPWW8Z5kc319wFP1W3JxdP-6rszhNM9mpkb832QSW7TF9Td8w-tlTW4sN8vr74S2qkW3t_gw-9dDH1tW3b_5Y41q8GpWVc3YZJ7YZNVFW3MYcKc5J3KJBW1KrswP72X_1zV2v_-w7kxktY36cx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7Cg-qGW7GXx2G1nWHwNW26Gghr82GdPYN7JwQchJF78SW8tW8lt8fd9w8W6rxcd27SHmqJW1jS4Qf2-3L6ZW5mkrwC24BhwwW4vVPm72N_3C3W5wyZ4s4WCxrzW37jFHw1LTBtrN1nHPcWJ2cLbW7TGwVl62rQN-W76F-xh2t6CwwVc5d7f3pBYHnW5mrpXh3SMdg1W4YNWNX9lz6x6W3szbKJ6slCv7W8-W4w96bk1h4W6lzfnx3qnlrbW5Fgrlc1-Q0XmV1wjfk8-4L6fW44kZRN97sc1P35mk1
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Calendars 
  
US: Mon: M-PMI & NM-PMI Flash Estimates 51.0/49.2; Chicago Fed National Activity 
Index; Treasury Secretary Yellen speaks. Tues: Consumer Confidence 106.5; Richmond 
Fed Manufacturing Index; S&P Case-Shiller 20-City Composite 0.2%m/m/14.4%y/y; API 
Weekly Crude Oil Inventories; Waller. (Bloomberg estimates) 
  
Global: Mon: Eurozone, Germany, and France C-PMI Flash Estimates 47.5/45.3/50.3; 
Eurozone, Germany, and France M-PMI Flash Estimates 47.8/47.0/47.1/ Eurozone, 
Germany, and France NM-PMI Flash Estimates 48.2/44.7/51.5; UK M-PMI & NM-PMI Flash 
Estimates 48.0/48.2; Ramsden. Tues: Germany Ifo Business Climate Index, Current 
Assessment, and Expectations 83.3/92.5/74.9; UK CBI Industrial Trend Orders -13; Japan 
Core CPI 1.9% y/y; China GDP 3.5%q/q/3.4%y/y; China Industrial Production 4.5% y/y; 
China Retail Sales 3.3% y/y; China Fixed Asset Investment 6.0% y/y; China Unemployment 
Rate 5.2%; China NBS Press Conference; ECB Bank Lending Survey; Pill. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index rose 4.8% last week for its 
biggest gain in 17 weeks and closed the week 22.8% below its record high on December 
27. The US MSCI ranked eighth of the 48 global stock markets that we follow in a week 
when 35 of the 48 countries rose in US dollar terms. The AC World ex-US index rose 0.7% 
and ended the week at 31.0% below its June 15, 2021 record high as nearly all regions 
moved higher. EM Latin America was the best performer with a gain of 7.6%, followed by 
EMEA (4.0%), EM Eastern Europe (3.5), and EMU (2.9). EM Asia was the worst performing 
region last week with a decline of 1.3%, followed by BIC (0.1) and EAFE (0.5). Turkey was 
the best-performing country last week with a gain of 10.1%, followed by Brazil (9.6), 
Argentina (6.3), and the Netherlands (6.3). Among the 14 countries that underperformed the 
AC World ex-US MSCI last week, Sri Lanka’s 5.0% decline was the biggest, followed by 
those of Morocco (-4.3), Taiwan (-3.7), Singapore (-2.8), and China (-2.7). The US MSCI’s 
ytd ranking improved three places w/w to 20/49. After lagging for much of year through July, 
the US MSCI’s ytd decline of 22.3% is now less than the AC World ex-US’s 27.9% drop. EM 
Latin America is now up 7.2% ytd and is the only region outperforming the AC World ex-US. 
The laggards: EM Eastern Europe (-87.0), EMEA (-34.6), EM Asia (-32.6), EMU (-32.0), BIC 
(-31.3), and EAFE (-28.1). The best country performers so far in 2022: Turkey (40.6), Brazil 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgNZnN80gKChLKXLlW7Z7ZzK3WqGpdW4fMsCm2s4ht_W607b-Q639rc0W5WknFT8nDtCQW4hD4HZ3PKYbsW5d3K2N8gmgtnN5XXmXP2xbKCW93x0SX5FpmBpN4HMnL5d2V8vW2NNTWc4lPjyzW5CH0WC7L_wmnW5hC6D-68F2NvW2s98r_2yh6hjW2Ls_FC3Q-kqCW1kpZcP2Kn4DdW7CZjyq84k0Q8W89xksf1XrlyYW7Sxs043hrzR0W96bFL83MDjMcW1wTL3J3ZQwKCW8bGbnm3y3b9J2_H1
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(16.8), Jordan (16.7), Chile (9.4), and Argentina (6.3). Apart from Russia, in which investors 
have lost 100.0% of their investment this year, here are the worst-performing countries ytd: 
Sri Lanka (-68.5), Poland (-50.0), Hungary (-45.6), Austria (-43.4), and Taiwan (-41.6). 
  
S&P 1500/500/400/600 Performance (link): All three of these indexes moved higher w/w 
for just the third time in 10 weeks. LargeCap rose 4.7% for its biggest gain in 17 weeks, 
ahead of the gains for SmallCap (3.3%) and MidCap (3.0). LargeCap and MidCap marked 
their fifth week back in a bear market and SmallCap its sixth. LargeCap finished the week at 
21.8% below its record high on January 3; MidCap is 20.6% below its record high on 
November 16; and SmallCap is 23.1% below its November 8 record high. Thirty-two of the 
33 sectors moved higher for the week, up from 11 rising a week earlier. SmallCap Energy 
was the best performer with a gain of 8.4%, followed by LargeCap Energy (8.1), SmallCap 
Materials (7.2), MidCap Materials (6.8), and LargeCap Tech (6.5). SmallCap Financials (-
0.2) was the biggest underperformer last week, followed by SmallCap Utilities (0.2), MidCap 
Financials (0.6), MidCap Health Care (1.0), and MidCap Real Estate (1.4). In terms of 
2022’s ytd performance, LargeCap’s 21.3% decline continues to trail those of MidCap (-
18.6) and SmallCap (-19.6). Just three of the 33 sectors are positive so far in 2022, 
unchanged from a week earlier. Energy continues to dominate the top performers: 
LargeCap Energy (57.9), SmallCap Energy (45.8), MidCap Energy (40.4), MidCap 
Consumer Staples (-5.6), and SmallCap Materials (-7.5). The biggest ytd laggards: 
LargeCap Communication Services (-36.6), SmallCap Real Estate (-34.2), LargeCap Real 
Estate (-33.1), SmallCap Consumer Discretionary (-32.2), and MidCap Real Estate (-31.5). 
  
S&P 500 Sectors and Industries Performance (link): All 11 S&P 500 sectors rose last 
week, and five outperformed the composite index’s 4.7% decline. That compares to a 1.6% 
decline for the S&P 500 a week earlier, when three sectors rose and four outperformed the 
index. Energy was the top performer with a gain of 8.1%, followed by Tech (6.5%), 
Materials (6.1), Consumer Discretionary (5.6), and Communication Services (5.0). Utilities 
was the worst performer, albeit with a gain of 1.9%, followed by Consumer Staples (2.2), 
Health Care (2.3), Real Estate (2.8), Financials (3.9), and Industrials (4.7). The S&P 500 is 
down 21.3% so far in 2022 with seven sectors ahead of the index and just one in positive 
territory. The best performers in 2022 to date: Energy (57.9), Health Care (-10.3), 
Consumer Staples (-10.7), Utilities (-11.6), Industrials (-16.2), Financials (-17.7), and 
Materials (-20.1). The ytd laggards: Communication Services (-36.6), Real Estate (-33.1), 
Consumer Discretionary (-30.2), and Tech (-28.7). 
  
S&P 500 Technical Indicators (link): The S&P 500 rose 4.7% last week and improved 
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgJCFVgchX_4wZRMXW29_6qd5Lnv_TW5D04VR6ftff5W3JXQsH6ZL5CKW7g35q62-ZwnNW6D6RWK2s35fwW4XgxXm58TH5CW34sp2q3r0XYxV65z2G7yCzNLW8gRsKX23mNXwW1MP88h339vH_W48j7zH4YSK-jW40CJLj8yp78SW1hRk4561X4WCW23bn-P3LJw_LW5n63Vg98XCqbW64C8pv5MNwF4W3CL7Wl5zFRzmW8x44HJ7wB2FkW6D1tlG2pZ0ZWW379B0n3ZwpcLW41jxnH7Dz8DR39Y51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgXPCW49vLnz1KfXfMW1nXXY55s5nhhW2GjDBs5HcjlQW7GW6Kx5Lppq4W3SFM6-63C5xzW1x4Hgz7V98y2W4YCQdl7NQ_cTW4mFbBd6824qlW10XQBG4F-BC3N3Y2C_HqqDcKVSMnx21QYp4DW3t_cD-54VJw8W7dZ09781pnVFN2bZ_DPg3QyMN6K9KRc-Gn5jW4LHpMc2Cdc7SW5Z9Vt-6y8JNwW4qbnlk8c7LFHW5dNSmx2Hb8fGW5_5hS953HLjGW3Z2Y9226rR3yML_JZ7bjXx632VC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgMLmW6vf1TZ8hxw9ZW7Mk3SV72dt4RW8_5Bp86CyPkKW2W02Yz510QVHW5tvnK34ZZRRxW5bH9SQ1rLmljW88sv3F4y_nbRW3LS42j5jl_sHW2_p5QP82R6p_W68m4RQ1k8025W1wXB4W3NfXBVW13rpsh47qZ9BN1Str_4dLWTvV4M1Y22pnZJ-W7lsbD279C0T1W4D11_H55fmv3W1SQ0KR4jcZXKW3wvvXc8sc1M9N12pR4pKpvVHW4PmJG26R1hVcW7lkGqg55FXJ5W91QMr74w09hv3khL1
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The index was below its 50-dma for a sixth week after rising for a week before that for the 
first time in seven weeks. It closed below its 200-dma for the 35th time in 38 weeks. It had 
been above its 200-dma for 81 straight weeks through early February. The S&P 500’s 50-
dma moved lower for the 19th time in 25 weeks as the index improved to 3.3% below its 
falling 50-dma from 8.8% below a week earlier. It remains above its 15-week low of 10.6% 
below at the end of September. That compares to a 23-month high of 8.7% above its rising 
50-dma the week in early August and a 27-month low of 11.1% below its falling 50-dma in 
mid-June. The index had been mostly trading above its 50-dma from late April 2020 to early 
April 2022; in June 2020, it was 11.7% above, which was the highest since its record high of 
14.0% in May 2009. That compares to 27.7% below on March 23, 2020—its lowest reading 
since it was 29.7% below on Black Monday, October 19, 1987. The price index closed 
Friday at 8.8% below its falling 200-dma, up from 13.5% below a week earlier; that 
compares to an 18-week high of 0.8% below in early August. It remains above its 26-month 
low of 17.1% below its falling 200-dma in mid-June. The latest reading is down sharply from 
10.8% above its rising 200-dma in November 2021. That compares to 17.0% above in 
December 2020, which was the highest since November 2009 and up from the 26.6% 
below registered during the Great Virus Crisis on March 23, 2020—the lowest reading since 
March 2009. At its worst levels of the Great Financial Crisis, the S&P 500 index was 25.5% 
below its 50-dma on October 10, 2008 and 39.6% below its 200-dma on November 11, 
2008. The 200-dma fell for a 25th straight week, but its pace of decline is beginning to slow 
now from its fastest rate since July 2009. 
  
S&P 500 Sectors Technical Indicators (link): Nine of the 11 S&P 500 sectors are trading 
below their 50-dmas, up from 10 sectors a week earlier as Health Care turned positive w/w 
and joined Energy. At the end of September, all 11 sectors were below. Energy is the only 
sector with a rising 50-dma, unchanged from a week earlier. Looking at the more stable 
longer-term 200-dmas, Energy was the only sector above last week. For perspective, at the 
depths of the Great Virus Crisis in April 2020, Health Care was the only sector trading 
above its 200-dma. Energy is also the only sector with a rising 200-dma now.  

 

US Economic Indicators 
  
Leading Indicators (link): Leading indicators fell more than expected in September, while 
the coincident indicators measure continued to hit new record highs. “The six-month growth 
rate of the LEI fell deeper into negative territory in September, and weakness among the 
leading indicators [was] widespread,” said Ataman Ozyildirim, senior director of economic 
research at The Conference Board. He noted “Amid high inflation, slowing labor markets, 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgSjBW4Jw07S2D-wG2VWWLss6VDGdmW9dwR6n42J53wW5kFx0d7NNKNRW271P_S6Tqq6VW8-d33b4Y5TVrW4sqj7V7DCjLkW6skpfp8h5jZ6V9CT997LscF1N39d6T7NDsyFW73Yvhy8rK41JW7KSxnq7vS7xBW4pvjTZ9j-fFMW5Gyv6W5N4JdhW8WgvYN3_0nvdW8w9D7m3X5FmVW8qWW6Z4kQ7yxV6Jkn36-7vZWVvs5kT6nL7YdW5xWxvF6M92LKW2VHRSG2PrrY3W65lSVy8X8Q2j3j-Z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgQytW7q163-2zXmzVW5xTgxR5qFd8wV1qt9d19DgcBW1L4Jq-6GKpg_W2vgfk-3X51y8W9l5rGZ6sp-c0W44dJRH7fqLLrN3-1Pv4ltltbW37kpTC1LkQZ6W3gd6Mt8DTHMXW6GFC625TmyGPW4zTncl79zDsZW7P2DRW12BQV8W7lSx_64fQ0dGW67mX5B1DzbYYW4qPMP65DG3KWW1VctMt5gz1WGVZr_p06j8GB5W7KR3122tYxLHW1x1slM3nSh2rW8JT9fg4vTxH9W4ZqbFq5QbnxM38v91
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rising interest rates, and tighter credit conditions, The Conference Board forecasts real GDP 
growth will be 1.5% year-over-year in 2022, before further slowing in the first half of next 
year.” Leading indicators hasn’t posted an increase since February, sliding 0.4% in 
September and 2.9% over the period. Last month, five of the 10 components of the LEI 
rose, while five fell—with most of the decline centered in stock prices (-0.32ppt), consumer 
expectations (-0.21), and the new orders diffusion index (-0.19); the leading credit index (-
0.04) and real core capital goods orders (-0.10) were only minor drags. Partially offsetting 
those declines were gains in initial claims (+0.19), the interest rate spread (+0.12), average 
workweek (+0.06), building permits (+0.04), and real consumer goods orders (+0.01).  
  
Coincident Indicators (link): The Coincident Economic Index (CEI) climbed to yet another 
record high in September after posting only three negligible declines over the past 12 
months. The CEI rose 0.2% in September and 2.3% over the past 12 months—after 
showing no growth last August and September. All four components contributed positively 
to September’s CEI: 1) Real personal income less transfer payments (+0.07ppt) was the 
biggest positive contributor in September, increasing five of the past six months, up 0.2% 
m/m and 0.8% over the period to within 0.1% of last November’s record high. 2) Industrial 
production (+0.07) was a surprise on the upside, climbing to a new record high in 
September, while August’s decline was slightly less negative. Headline production 
advanced during two of the last three months, up 0.4% m/m and 1.1% over the period, with 
August’s shortfall revised to -0.1% (from -0.2%). 3) Payroll employment (+0.06) rose slightly 
more than forecast in September, while revisions showed a slight upward revision. 
Employment climbed 263,000 (vs an estimated 253,000), slowing from August’s unrevised 
gain of 315,000 and July’s upwardly revised 537,000 (from 526,000) for a net gain of 
11,000. 4) Real manufacturing & trade sales (+0.04) climbed in September for the third 
month, by a total of 1.1%, moving back to within 2.1% of January’s record high. The three 
months of advance followed a contraction of 3.1% during the five months through June.  
  
Regional M-PMIs (link): Two Fed districts (New York and Philadelphia) have reported on 
manufacturing activity for October and show the manufacturing sector continued to contract, 
with manufacturing activity falling at a slightly faster pace, dropping to -8.9, after narrowing 
from -12.6 to -5.7 in September. Manufacturing activity in the New York (to -9.1 from -1.5) 
region declined at a faster pace, though not as steep as August (-31.3), while Philadelphia’s 
(-8.7 from -9.9) contracted at a comparable pace to last month, after moving briefly into 
expansionary territory in August (6.2). New orders (-6.1 from -6.9) contracted for the fifth 
month, but the decline has narrowed steadily from August (-17.4). Billings in the 
Philadelphia (-15.9 from -17.6) region continued to contract at a fast pace, while orders in 
the New York (unchanged 3.7) area rose at a slow pace. Employment (18.1 from 10.9) 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dz53q8_QV1-WJV7CgGcrN76n9p_Rmjk7W8txySd40ZG01W1R7NRG475Rf-W97fxFW5fJT--W1MMCSn4DrQh-W79LRqr1ZJgbYW8hjp149fXhq4W4Bgvlx4sf8CsW1-Xg6_92m7nCW34jBtD5ssSfhW2Byfk42WxxxWW7xw0tz3HCHqZW6DjmLm4cB-mvN58NzXyY0q4YW3gYC5d8z1w7DW8b_S374Wx7Q6W3brbcQ2P-Lb5W1zvtvL1wdSYdW77gJmc98vbNnW8h0Y441R3qSkW1qt9hn1gZ_rcVYt9265t5cWt3p6g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VV-lbk4g1FvfW3zGYCf7mvd0bW8Ny6Rt4RvnSLN824Dzp3q905V1-WJV7CgKM8W74RMwn2-H7kYN7XHdvGVmVCrW7_8WLH4q1dqFVKbfqR6g-MPHW6N27d233g81wN41TqtTjfxn1W5ntrnQ6J5ZYYN4WY3tkw4y_zW88j-0T5Jh4VzW1LpQ7b7DsNbNW2pZz3W6Jp_xwW62jMFF34bS7jVqzjZn4f5csfM_VZ-GlFql8W7xH94z2Xm7-HW34wffW45X13fW1b79F58N4fxPVGTNl55GWx-GW99Zs839dJFBHW1gs-PF3pF0dlVgD5-f1nDqPtVx8_Pp6s3W7hW86FGH23fy2M_W8rCD-1905mlk35R01
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continued to climb this month, with the pace accelerating for the first time in four months, as 
factories in the Philadelphia (28.5 from 12.0) region hired at more than double September’s 
pace, while New York’s (7.7 from 9.7) pace held relatively steady. Looking at prices-paid 
indexes, the New York region saw a slight pickup to 48.6 this month after easing from a 
record-high 86.4 in April to a 21-month low of 39.6 in September, while Philadelphia’s 
moved up to 36.3 after slowing from a cyclical high of 84.6 in April (which wasn’t far from its 
record high of 91.1 in the 1970s) to 29.8 in September, the lowest since December 2020. 
Prices-received indexes were mixed: New York’s prices-received measure slowed to a 21-
month low of 22.9, down from its record high of 56.1 in March, while the Philadelphia 
measure picked up for the second month to 30.8 after slowing from November’s 62.9 peak 
to an 18-month low of 23.3 during August.  
  
Existing Home Sales (link): “The housing sector continues to undergo an adjustment due 
to the continuous rise in interest rates, which eclipsed 6% for 30-year fixed mortgages in 
September and are now approaching 7%,” said Lawrence Yun, NAR’s chief economist. 
“Expensive regions of the country are especially feeling the pinch and seeing declines in 
sales.” Existing home sales contracted for the eighth month, by 1.5% in September and 
27.4% over the period, to 4.71mu (saar)—the lowest level since November 2012, not 
counting the Covid-related plunge. Single-family sales slipped 0.9% in September and 
26.6% over the eight months through September to 4.22mu (saar), while multi-family sales 
have plunged seven of the past eight months, by 5.8% in September and 33.8% over the 
period to 490,000 units. Regionally, sales in September fell in three of the four regions, 
while yearly comparisons were all in the red: West (0.0% m/m & -31.3% y/y), Northeast (-
1.6 & -18.7), Midwest (-1.7 & -19.7), and South (-1.9 & -23.8). The median existing home 
price (8.4% y/y) increased for the 127th month on a y/y basis, the longest streak on record, 
though posted its third monthly decline since reaching a record high of $413,800 in June—
reflecting the usual seasonal trend of prices trailing off after peaking in the early summer, 
according to the report. Total housing inventory at the end of September was 1.25mu, down 
2.3% m/m and 0.8 y/y—with unsold inventory holding at 3.2 months’ supply at the current 
sales rate, up from 2.4 months a year ago. According to Yun, “Despite weaker sales, 
multiple offers are still occurring with more than a quarter of homes selling above list price 
due to limited inventory. The current lack of supply underscores the vast contrast with the 
previous major market downturn from 2008 to 2010, when inventory levels were four times 
higher than they are today.” 
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