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On Request. On Friday, we sent you a brief review of our research services titled “Getting 
the Most From Yardeni Research.” We wrote: “We get some of our best research ideas 
from our accounts. If you ask us a question, don’t be surprised if we provide our answer the 
following day in the Morning Briefing!” I also field questions during my Monday morning 
webcasts. But there are always a few more questions than our 30 minutes of time allows. In 
recent days, a bit of a backlog has accumulated. The following is a catch-up on these 
requests. 
  
Energy: Will Santa Slip in the Oil Patch? Debbie and I are fielding more questions about 
the prospects for gasoline prices after the midterm elections and near the end of November, 
when the Biden administration’s release of oil from the Strategic Petroleum Reserve (SPR) 
is set to end. The fear is that the pump price will go up a lot, depressing consumers’ 
confidence and eroding their purchasing power. Soaring interest rates already have 
increased the risk of a recession. A renewed surge in fuel prices might very well push the 
economy over the edge. That’s a valid concern. 
  
While another jump in petroleum prices would be good for the S&P 500 Energy sector, it 
would be bad news for the rest of the stock market, as seen during the first half of this year. 
Even now through Friday’s close, the only S&P 500 sector with a gain so far this year is 
Energy. Here is the ytd performance derby of the 11 sectors of the S&P 500 through Friday: 
Energy (57.9%), Health Care (-10.3), Consumer Staples (-10.7), Utilities (-11.6), Industrials 
(-16.2), Financials (-17.7), Materials (-20.1), S&P 500 (-21.3), Information Technology (-
28.7), Consumer Discretionary (-30.2), Real Estate (-33.1), Communication Services (-

 
Check out the accompanying chart collection. 
  
Executive Summary: Our Monday webinars often don’t allow time to answer all your questions. So 
today’s Morning Briefing is devoted to a few recent ones. … We don’t expect much economic impact 
when the drawdown of the SPR ends, as we don’t foresee gasoline prices spiking as a result since 
tapping the SPR didn’t contribute much to the decline in prices. … Also: We counter our skeptics who 
expect a rampant recession, explaining why we see greater odds (60%) that the gently rolling 
recession already underway will continue. … And: The strong dollar should peak when monetary 
policymakers’ hawkishness does, to the relief of US companies with foreign-derived sales and 
earnings. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgLMFW3vsw1k1tKNZZVWM2GZ3WsBJtW7YsLSV4-LV5QW4MZh-b4fwjmYVlrnYx5jCSQkW1KJvFW2kyR7PW2rfTtY2l5_wzW1dQjpQ6k2pntW69wvWB6P6m61W8fDjm41m06wMW8PKds81wlqnzN6Qlkh5s1KkhW9jDCWv2FPz2YW3qK28K1nb_0KW5Xlljq2vCsPLW7M5_rv3m-jsyW7pFYqH7PgGknN54QdlSq_QVfN2gJXzW9DVTxMy5zxlnPSGdW66wtgG1Rs7dhW8lyndB5B5n0LW6q9Ggg6gXnmnW4jNxgr1FDy7K39791
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgLMFW3vsw1k1tKNZZVWM2GZ3WsBJtW7YsLSV4-LV5QW4MZh-b4fwjmYVlrnYx5jCSQkW1KJvFW2kyR7PW2rfTtY2l5_wzW1dQjpQ6k2pntW69wvWB6P6m61W8fDjm41m06wMW8PKds81wlqnzN6Qlkh5s1KkhW9jDCWv2FPz2YW3qK28K1nb_0KW5Xlljq2vCsPLW7M5_rv3m-jsyW7pFYqH7PgGknN54QdlSq_QVfN2gJXzW9DVTxMy5zxlnPSGdW66wtgG1Rs7dhW8lyndB5B5n0LW6q9Ggg6gXnmnW4jNxgr1FDy7K39791
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgJhsW1v-yYl8MWg5WW79HJMf4ZDDG8W1w8MR36FdttgW4007pW64v6fxW7M2PtB1x6NccW2bWGpg7_01lTW5W4BwP9cLtQxW6PnhlG49hQDVW5JxvsF8C3v4zW62hwjK3mRjGkW4PLcKQ8fN0kQW9d2lb32lQvH4W38GWyc2fCfNVW8gWZBz3rWkBFW4P29-_6r4_BpN9cJXb4cTbjFW2ZXhFF8c2Qp5W1ZXX-588jfwWW3kRz7y8C5JV-W4gr3rn8yb15CW6FD9023wVmQXW72Mbgb12Nkzv38NM1
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36.6). (See Table 1.) 
  
Will the economy and the traditional year-end Santa Claus rally slip in the oil patch? As 
we’ve been observing lately, the stock market has had a remarkably consistent record of 
rallying in the months after every one of the 20 midterm elections since 1942. Will this 
record get tarred after the latest midterm election? We don’t think so. 
  
Consider the following: 
  
(1) On March 31 of this year, the Biden administration announced the US will release 1 
million barrels per day (mbd) of oil from the SPR for six months. So the program will 
terminate at the end of November just after the midterm elections. 
  
The national retail pump price of a gallon of gasoline was $3.38 at the start of this year (Fig. 
1). The Russians invaded Ukraine on February 23. The price of gasoline rose to $4.33 
during the last week of March. It peaked at $5.11 during the June 13 week. It dropped to the 
year’s low of $3.77 during the September 19 week. It edged up to $3.99 during the latest 
week of October 17. We don’t expect it will surge once the SPR draw is over. 
  
(2) The price of gasoline accounts for only 4.24% of the CPI and 2.73% of the PCED. 
Nevertheless, its rapid rise earlier this year was a major contributor to the jump in overall 
consumer inflation (Fig. 2). It also had a significant impact on consumers’ purchasing 
power. During June, gasoline consumption totaled a record $541 billion (saar), up $159 
billion from $382 at the start of this year (Fig. 3). The average US household spent an 
average of $2,988 on gasoline at a seasonally adjusted annual rate at the start of the year. 
That average rose to $4,223 during June (Fig. 4). 
  
Another surge in gasoline prices would exacerbate inflation, possibly forcing the Fed to 
keep tightening monetary policy and eroding the purchasing power of consumers at the 
same time. 
  
(3) Here’s why we don’t expect a rebound in gasoline prices: The US uses about 20.0mbd 
of petroleum products. The extra 1.0mbd from the SPR amounts to just 5% of daily US 
usage and about 1% of daily global oil production. So it is unlikely that dipping into the SPR 
contributed much to the drop in gasoline prices. Indeed, a July 26 analysis by the US 
Treasury Department estimated that “President Biden’s historic SPR release, in 
coordination with IEA partners, lowered the price of gasoline by 17 cents to 42 cents per 
gallon, with an alternate approach suggesting a point estimate of 38 cents per gallon.” 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgR74W8lzqY299kgM-W2ddPQ_4V_R0YN4RBt3_WBYP_M7CVhXD7C19N1dtZk9kQyCWN7mjnq6KZjHsW4dNL281XmQ6qW7M23lY97TfQgW9gDbS-27yWv1W6Q4TrC3F7MV5W2cCnFB784qQ1W7CS8nM5jH39cN5MwGdSkG4DVW3qSsN88YLFzKW56L7CD4BYdbYW6VDzfz7v-1SXW2y9D2265tDsGW6VzbHL8H5wftW14zRmZ6yC0NmW4wks3C8KbK38VyM19Q3msjB_W1LtYZD3MSrk4W8RQtT18Wrf6FW6hSpFy6Sgl8d39VL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgzN-W6w4DL15DGP2GV1XdD43Gy--lW8-5_w913MLG8W1K_RzX1jWsRNN4D54LQTz1BtW8P4Cvc32q4FBW8h7g_34xlpkdW5h9rZD4lnY9VW6qLlzC44P8-QW6-LKQx1rV1K2W12DdF315dWS3W2nwnZJ1ZmDt1W2TYy-G6PB_jpVgrYD-60BhhBN4Fp3GjpdB7LW48RWW79bybbRV1NR1h4cT5WbVdJl5x83w32_Vh8wL17_F6lrVvZwLt4bDvqyN8WH9VRNyGW7W3_VHrX6rGQ-B3k5B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgzN-W6w4DL15DGP2GV1XdD43Gy--lW8-5_w913MLG8W1K_RzX1jWsRNN4D54LQTz1BtW8P4Cvc32q4FBW8h7g_34xlpkdW5h9rZD4lnY9VW6qLlzC44P8-QW6-LKQx1rV1K2W12DdF315dWS3W2nwnZJ1ZmDt1W2TYy-G6PB_jpVgrYD-60BhhBN4Fp3GjpdB7LW48RWW79bybbRV1NR1h4cT5WbVdJl5x83w32_Vh8wL17_F6lrVvZwLt4bDvqyN8WH9VRNyGW7W3_VHrX6rGQ-B3k5B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgDvgW5dl6ph5zV0NdW7jlLrp1sm1tyW5l8SqM54pVX1W2M6-5T4Wg0rsW2dmTMy629s52W70zMtV1sJPK0W76kr3d5CkHrmW35jh_v964lRzW7pxSBL71Xx5SW6J-xs0136XBgW8T4Qmx2T2QHrW3JVnmz4k2QqPW63g4wC7lqq97W1cfv_51CNV8kW3LJ5RH1VmH0gW1VF0HK5_TcG8W4n6RsQ321N-hW1nSdQn53XFW0W3jPFJ15t93csN6pTQcv2ctTXW8sN9ky7qyv0ZVfNp2C5Rxpgp33Ph1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgRPFW8wc5GT8M88qVW4YR2_G3hwWr8W2c_1kF2SmM2DVvLJxV4GdYT0W7vFDPN89nZmBVthWfz8CTh7sW29nVFK6Wh-MWW8-p4rH4By7LDN8YN-CnnzQ4cW6nqvRd7vTNmwW53ndQq4-8k24W1GZFFs7vfmswW8zVcmc3N5_q9W1T7FK86pgBT-W5-G-th7XdyPWW4v-msG526GDdW4TnFvM58_279W4JKJJY3yMMVDW2nJklH7cyH4JW32Rjr65XbvLJW6lL31882qfsjW1w5NBP3JwY8q3jPW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgZP8VRx1hV2Vk4XBW2wTcDL8CpmcNW2kyTm08sNZw1W6Z7YdL2_12vSW7pH4NH1bcFD0W4slWlW4J1j9TW56ZjMs1vXthVW84YxCp8SGrj-Vdhx3f2vfdscW97-yDz3GWf3LW3T0ptD6v8r96W88Vt294_cj0HW4X3vsl7TqGd6N974G5W2JZsPW7r3TmJ2DnGvvW8TSwNg5lCKrFW2hgf2s8y3WVHW2g_sVJ8Y03pZW10-C0L5ygBZgW7btVzj8TqzWdW20QsHL3pqy-fW7gGdNm1Pjzw13hPf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgYk9W9fGJ7c72LcFHN8Z-sdc-R0n3N2YvdNNJ_ZBmW7TTzH_75-5whW6TXdVF13LbZpW1QYsY05qLrfTW69dRdk2tzYW0W7cjpKM1J28yBW1VRy6p8Z4yK4N7z1p_1s3X0gW3VYsJf7b6qtxW738RCm7yP5pcW3lRbPf8bnbStN94nx0nkwc6mW8ND4MQ6yr2vyW6wDJRn1-H_yxN20mtGvbV_ncW23mby77k7cykW2z_S3l53QygVW4PN-pB88ysNMW88xkKk6KrqwpW36tLGl6KC5d3W9b8QBR7JTml7W3JHQgR1Jrx8x3dQK1
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We’ve previously observed that the best cure for high gasoline prices is high gasoline 
prices. Sure enough, consumers responded to the high price in early July—i.e., just as the 
summer driving season was revving up—by reducing their usage of gasoline by around 
1.0mbd through August (Fig. 5). During the October 14 week, they used 8.8mbd of 
gasoline, or about 400,000 barrels per day less than at the same time last year. 
  
(4) The big story in the oil patch is that US crude oil and petroleum product exports rose to a 
record 10.2mbd during the October 14 week (Fig. 6). Exports increasingly have been 
exceeding US imports, which have been declining in recent weeks to 7.8mbd. As a result, 
net imports fell to a record -2.4mbd. If we subtract this amount from US petroleum products 
supplied (which is actually a measure of consumption), we see that the US is producing 
2.4mbd more than it’s using, which equals net exports (Fig. 7). 
  
The actual data compiled by the US Energy Department showed that during August, US 
production (including crude oil field production, natural gas liquids, biofuels, and processing 
gain) totaled 20.2mbd, slightly exceeding the 20.1mbd of products supplied (Fig. 8). 
  
(5) On October 11, JPMorgan CEO Jamie Dimon said that the US should pump more oil 
amid the world's energy crisis, just days after OPEC+ agreed to a production cut that is 
equivalent to 2% of the global supply. In a CNBC interview, he said that “America is the 
swing producer, not Saudi Arabia.” We agree. 
  
(6) Will we know whether the end of the SPR drawdown will boost gasoline prices when the 
program terminates at the end of November? Maybe not given President Biden’s October 
19 announcement that an additional 15 million barrels will be sold from the SPR in 
December and that the administration also will purchase oil to refill the SPR—now at its 
lowest level in nearly 40 years—when prices fall to $70 a barrel (Fig. 9). “Refilling the 
reserve at $70 a barrel is a good price for companies. And it’s a good price for the 
taxpayers. And it’s critical to our national security,” Biden said. Needless to say, Biden’s 
recent comments about his SPR policy are contradictory and confusing. 
  
Recession: Rolling vs Rampant. Yesterday, we observed that the Index of Leading 
Economic Indicators peaked at a record high during February and fell 2.9% over the past 
seven months through September. It has been a reliable harbinger of recessions before. So 
have inverted yield curves, i.e., when the 2-year Treasury yield exceeds the 10-year yield, 
which has been the case since July. Jamie Dimon, Jeff Bezos, Stan Druckenmiller, and 
Leon Cooperman are warning about a recession in 2023. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgzNJW7gcbfp1GgjXFW2PTd7S8kND6WW3CqjkH261b-MW6jHypz79zFSqN644pjnKvrqZW2wR6tt7ZtB8pW6PV39r4C8pxhW80bG9z4hG906W5yFY4J1PJJ7nW6t5_bm1SVMmFW1Xhhr71B71-cN67CwSbk1FLZW8DVZhw7RFtHdV_y2qX62LqSvW4BzY651W7VJMW18nQ0477jhHzW4PMg8N1k2Q7DW2LsQ_b2g-M7vW7gn0kR4BY3r8W7Y3FNg93ld55W6Q8FXC4BXJhbN48kxmTpKWJ5382_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgVj6W32fG-W7wWXb7W8n405w6g4YXwW950B_M109033W8k1kGd1m87TNW1xwXSy2Cm9jrW3Qzy-F1TQXzfW82zwF487v9cqW2P_zy58CJF3ZN3BqDNKGDSrnW6FBc112GCDZBW4_WNtV3r8NkTN49x7j67yZs_W5nbyz-30x6gFN2VfK3RBj9-nW1_bDp96Pw3tcVq2wy75S9KQtW6ggWNG37Knh2W8GWrNJ137Qr3W51RFFf7Ls0RdW9jgKQ-98DqnrW3PL57P9dy6s4W2GvHjG6-Dq7C36591
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgMNjW7_f-db6XXYZ2W1Spptn1k2HffW1Rhgyv3bTtR3W6hKSQT8_jv_mW79zkZZ51w-hvW75LBtY3S1sGkW5rc-Q31bn75fW6TnfQX7PpZbYVqlL_H2nlT50W2ncNDG4L7cNVW4y7m-j6DTKSyW71FWQ33dLfrZW12X2SL14Sq4JW95fbNC3BkTYxW92MxgR4V-QHWW5qCSF32QSVvBW4KPHJB2tbtgtW324Q-m5kd-qTW89Yptk8bQJwQW7k_G-57tjwqgW70lQW-7gS5WMW2ptTCw29M-x13f7D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgFDZW6LFlYl4bdyYbW395kWF8mNqTHW38MFL384k5n-W8v5hf17pms3dW4Fkqbz32Zz5yVr7MYJ2RX-lJW41DDcB5MjpWxW4gCyhF1-tNpfW95_S1Z5_-5qrW5RF7h02zSWMTW2dNyKm3jbckZW20kWVK15rwHGN8R-QSTLClbRW3h3vVf6wZPSKW51-HJD2KKLRdW8bfr728X-gZbW2Fl-vQ6vB_sJW2H-VnL20mX1KW6Hbshq5Fqwd1W2jwP1-4Mckp8W3LZV6V6mWgkmW180L-P3r4cn-3kp-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgCFbW98YM2q3KHBnGW2wZ_Rj3RThQrW12xlRY8PJ0sQVZkFMZ3rzwr0W9kRjlH4fHgyPW7xHNG53xSMXLVScps59j8Cn7N11Ckl16R3jwN8MLwl249QD-W5G6qK02W7b9kVVv4jC2MQbFzW5vKHM_7dxtS5W5zqPHl6SL-dtW5c1Wj67WjKp9W8WdT3G2z3K9mW33YS-p2Mt3mzN3Tzq8bMSXxSW8YZDgW7TvwLCW2khPNn7czpbwW5VGh_k138KGyW4wWkWZ102mFdN31x8-Jrm7WY351K1
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We’ve observed that if a recession is coming, it will be the most widely anticipated downturn 
ever. Widespread preparation for it minimizes the chances of it, by reducing the shock 
effects seen when recessions catch people by surprise. 
  
Not surprisingly, we’ve received emails from some skeptics. We counter by observing that 
the economy is already in a rolling recession, a.k.a. a growth recession or a soft landing. 
Consider the following: 
  
(1) Housing. The single-family housing bust is well underway and is likely to bottom by the 
middle of next year given how quickly mortgage applications and single-family housing 
starts are falling, down 40.8% and 26.4% ytd (Fig. 10). On the other hand, multi-family 
starts remains strong and may remain so given the increase in rents and the unaffordability 
of homes for purchase. 
  
(2) Autos. The auto industry’s recovery from its supply-chain disruptions is likely to be 
thwarted by rapidly tightening credit conditions for auto loans. Last year and early this year, 
a shortage of auto parts reduced the industry’s output. US motor vehicle sales fell to 12.7 
million units (saar) during December 2021, down from 16.5 million units at the end of 2020. 
They’ve remained below 14.0 million units (saar) since May (Fig. 11). 
  
At the end of September, Cox Automotive, which provides digital and software solutions for 
automotive dealers, reported in a press release that “new-vehicle sales are down more than 
10% versus 2021 and are on course to finish at the lowest level in a decade.” Cox lowered 
its full-year sales forecast to 13.7 million units. The press release reported that sales have 
been “held in check by high prices, tight inventory, and softening demand.” 
  
Higher interest rates are beginning to directly impact the new-vehicle market, knocking 
some buyers to the sidelines. Subprime buyers accounted for roughly 14% of the new-
vehicle market in 2019. Now, subprime buyers account for just 5%, and deep subprime 
buyers have all but disappeared. However, there is still lots of pent-up demand for autos 
among high-income buyers who can pay cash or secure better loan rates. 
  
(3) Retailers, ports, and truckers. Retailers have been scrambling for months to discount 
merchandise to reduce bloated inventories. Consumers aren’t buying PCs and large flat-
screen TVs now because they did so en masse during the pandemic. That’s depressing 
consumer electronic sales and the demand for semiconductors. 
  
The 12-month sum of inbound container traffic at the West Coast ports fell in September to 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgLZtW74JzM-9fynr7W7STZnB5gR-NTW3X2x3m3w_CC6VKDzSv1cr1kmW194l_L4Xy5PxW7JvWry44BBY0W79HlnG7kc4jkW46qs8n3xVwX0V6KnDx81fldxW4LDtQc85F3zBW7c4XFX41p2xXW8t05fL6-7BtqN5P39PSqVwdYW3wtt0P5NqyB3W2pbBwp8P7S1lN4KbWDsQTq66W3ymHCR8-8g28W98tJD_6GV2xDW7K6kj-5gSVQtM3njW-WCy_-W59lVtQ7DzZfrW1V-zRq8j6qzY3cHg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgQ_MW1rj8v42VTmqLW93GHT-925DZyW1dZ1ZN29bLWFW69PP6N1r7j2SW46bJBR6Dhj-_N4QQKTNvCTQWW1cPgDn2CSdjtW4btytB53VWfVW2Rd2lW5lVdp-W4lgqPr84lZ8-W5lTN1q7V3fn8W6MP2q-1lwHpvW3QxYzS8DtvSTW7dxXYj5TTj76N8GynL4-vt1wW4nfV289dBY0QW975nr-23_zPFW9bLxwK82kSPHW5D4H9J8LRFY4W7mm93X3-c1gvW3ZH60r5zN29lW6N0hSV9dYp-B3lpB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXH-y3q90_V1-WJV7CgVqpW1xpWfk8xGRpyW45dRQ98X2w1JN7ZrYFFsbbX6V-k9_h98HbW8W5t85wc1ctg2WW51YD_v78dfl8VrGmsC6x6zK8W34jY7j4B0zklW89VSYW5Mm-p8N17prfVtPxXZW32X2kv67cqwCN4hFD17FcGSZN7nTfTRxqkFcN7c8gxpZW0qYW4FszGS5S4G_6W8QByf66Gh8ptW7wfy3w7TSjPHW1bZd6c2D0KJXW65RcD04LJVhRW3jF07G3DNk2LW2WY7rV3Hp--dW57WjQ31QXgNXW5zxyCX63YHRvN2S29nPLvHntW5gHrKr8LvtH1N8d63fc9Jtf_W1w4TKW18zfLTVFncWr8V_XhgW4tVrvM5yYwm7W8Z-3bp60gcpR36N21
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the slowest pace since April 2021 (Fig. 12). This suggests that retailers have trimmed their 
orders for imported goods. On the other hand, the American Trucking Association truck 
tonnage index rose 5.4% y/y during September (Fig. 13). The trucking business continues 
to do well, as evidenced by the 10.5% ytd rise through September in medium-weight and 
heavy truck sales to 504,000 units (saar) (Fig. 14). 
  
Of course, some of the weakness in consumers’ demand for goods is attributable to their 
spending more on services, which took longer to become readily available than did goods 
following the pandemic lockdowns and restrictions. This was clearly evident in September’s 
M-PMI, which was down to 50.9, while the NM-PMI remained elevated at 56.7 (Fig. 15). 
  
(4) Manufacturing & onshoring. Another source of economic growth is likely to be the 
ongoing onshoring of supply chains. The semiconductor industry has received substantial 
financial support from Washington to bring production to the US from overseas. The 
government’s recent restrictions on US semiconductor sales and related activity in China 
should also spur onshoring. 
  
Over the past 24 months through August, US new orders for industrial, metalworking, and 
materials-handling machinery is up 63% compared to a 22% increase in new orders for 
construction, farm, and mining machinery (Fig. 16). We think that the strength in the former 
reflects onshoring activity. 
  
(5) Bottom line. All of the above adds up to a rolling recession rather than a rampant one, in 
our opinion. Nevertheless, we aren’t dismissing the risks of a severe economic downturn. 
As we wrote in our October 4 Morning Briefing, looking into 2023, we assign a 60% 
subjective probability to a soft landing and 40% to a hard landing. 
  
The Dollar: How Much Stronger? How Much Longer? We don’t usually get many 
questions about the foreign-exchange value of the US dollar. Recently, we have been 
getting more than usual since the dollar has been soaring all year. 
 
The JP Morgan trade-weighted dollar is up 14% y/y through Friday’s close (Fig. 17). The 
main concern, of course, is that the strong dollar is weighing on the corporate profits of 
companies with sales overseas. A company with 50% of its sales and earnings abroad 
would see a 12% drop in those earnings in dollars and a 6% drop in total earnings 
compared to a year ago given the current strength of the dollar. 
  
A stronger dollar also tends to weigh on commodity producers headquartered in the US. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgVW9W8rWmS035kynRW3-PLKq3cpW44VpVw4X3hNK6WW4P3qxj87lJgkW5-DWmz8VLrQ9W5KQkxP16_68gW7FsMfj4cC0q8V_ss132-7MWDW2s4qhj9kC3D4W7Mflj467WZ6BW3xmW_035zgf2W7KShgm44xTM2W2yl7v-5zShzVW23d7pk7NMl2xW4n8DPG4y2nS9W3NcnJK97_2prW7CkDhM64jZtnW8V5J-l2LlhrcW2lmvgP8Yxv1dN3W7prtTwlXsW7B32bb3zPlVpMHr8pHdRVdz388B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgTr4N7Hxh-wkryf8N4TRt-Blgpg4W6pMrnK45gFmZW5ZgFF23Jw3-DMKhycsDCV6CW1kP9Dg24H9ySN2NF1RRYT1J6W8RgMLg5Y71mBW8hTtF58CPwfpW8QTwvZ1X0MbbW4mX5991kjdWGW4DBZKh693MjzW1Z6dCt1g6PFzW6mwb5w2Jtz77V109yY2t7_SPW721K1635lg3DVV_Hz_6wNYm0W6Ts_W58QbQQQW8YhWJ06hY1DXW7nt4WZ7l6rzDW6rRmh153hxYhW25jjjz7j1BTt37Qj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgYg5W4Q7Tsv1rpMxSW5PcD4p5-HHgKW3Gny1k6t7-dTW2-0vtD11N4D_VF3Ntz6dRrlVW4_gy2l5XDclnW6xrCxg1MnN0tW5dpcQj9jHSZnW3mJkrh2z1302W2zrFR485VQ63W8MmNS53JPzffW8yBjKq7Yy5y8W59QDNM4R8MY9W3cs7C_691HtnW7jJ0QZ395FfZW3h8tl76vbQK2W20qgYl6tr53_W12B2643r1fpsW5rfWB_26QR23W8_449B96k9ksW59Chm27k6KFGW404XhB89rDfD3lG41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgX_RN5D_cW5Jx01KW5ZY6QR3cGDLRMQrQr16PFkMN2q9lkgLZC7TN2CMmp5yKKTkN782hjmmJ7kgN64lvwSR9t8HW4WTmKr2MSXnGW2WKdDz720yw8W2TllWw7Pg5b_W60tKH94vV5f2W3HY1tw5q98JJW27K-3n3-ySgCW16v6C_6c6RwQW1PHPKn6J_DJ1W1D-Kb37xzjsrVzfPV_6TX8ctW6Q-gxt5rgXk2W4bQW8g6yv-plW4sHH7z7wjLXnW4xvhcq20GyKDW1wksPh1Lv2lw2MW1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgLgyW1HsnQc763PRPW7lC6mk64SxVyW4mfv5s1HMBK6V2Xd0S3L6pgVW7cP0-S1M3JdTVd_Cll7Y66HSW3RSVyG7QgVtVW4HV1PX25tVF7W1fLvFy5rcT29W1pnZBj6SjB4-N2SQd60h47vlW8CnCGp6jmn0zW5H6B8p6Hf1k3W8f1dHN3jWbQ6W64s9Gd7-mdD3W4PgKqX39kqLWW6H09FN824JrtMd9HN5ZT-8MMjBjHN-g2kHW8K9Fxg8wmMBHW7GjchC9hcB0hW5VkgyV1rchz923m1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgHyGW3DDW378Cc7JCW31mYjT7GjKBcW8CBKVX4Ygy_SW3QrSqk8hLkW_W6fYfx71KySwnW7BxpJx2JHgGtW8N0Jvw1Smyr7W8MZ45Q88yNCkN3HVdN6tp8p4W4l4g_42y3LLdW1jdNbr8-82RRW7mWbGY1lY4B4W7p8py83NYm5-W5St2b45j570zVQFj1k61lDzpW4F2xQc7zrJX-VlT61H2RyVlmW63Nqqw7BHjLlN3gzyD86m81yVXlwyt2TVSg_W5wnGG78LHJTDW8xk_p48hPX9SW5X0X0_4XGtDNW5ZZ4j06B_-M533Y_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZ39kQw3V7Wycr7CgMJtW5c4S5k7CY3nhW5m4G1P6bGFj9W76flhK1vmbcxW8PmcdY5yfWRxW16JbzQ7ymJvdMLRDLLBWKRgW2QbbMl7ZtyyHVRzJ0b1_d8X7W6sFBzg2LC41QW5B0JnK8x0whwW73gWZB4HCS8qW2xqBm81t3LgJW6Nc-Qx7xKgwmW7HSvtB4Z2w4QW7qGjkJ37VD24W6h70Q68H0DwRW8Jshgz5frldZW4DdclZ5xtD8GW61ZGyW81f0RmW76jFqh1qTPFtW6rsRpn57pSkCW18sGQR1QVF4-VLG05Y1Kv3CDN5FRy_wkWFH4N8c6DDy-3qfzW4DR4cm3Yhdv0W4xM3jC6nR2bMW4mtDnJ2M4VZFW27RhRv85v2p_W1mq2_R13YSRsW5LwpHV322dZCW5NjwB86RKySgW5mPWnP3VVdJhN204jHtTqBtfW5L7wPw2yphCjW39hzbf5v589hW6TSCW55vVW0bW7JK7mz7j8n_KW2scBDZ78vx1YMSR7r8wS2NTW15J4kj2rwkzKW2xVmHy63N3YbW6GYLtc7PwLjjW5390KQ43hcNMW5FTxCZ77HvdNW4qMrVd5ynCV-W8579J63lt9CTN6gkfFfBRHv9W1J3t9p2k87Z9W2M-0lq2Wbt9DVqyT957_QXY4W8cD6Xb5nm06MW6ShrXR4_2q8GW8cDkz82cbsTbW6gkbVT4rhM9fW4SpdYR2S8xQ8Vd4cf44RkmYfW4lkKSr5L7FkZW3qf9q63Yp2LVW94mnr-8bcgxFW4C3lxF2dC1hCVB8PGM6lj36MW3MT2Nx6ZZ90fW2dbty36JFTjBW3c0ghm5J2SXjW6PtKGy2-LYghVQ25DQ7ZPDlRW6ZJVJq3Vt-8r3cJ21
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That’s because their overseas sales and earnings are worth less in dollars, and because 
higher dollar prices for commodities priced in dollars depress demand for them. That’s why 
a strong (weak) dollar tends to coincide with weak (strong) commodity prices. 
  
Much of the dollar’s strength this year reflects the more hawkish stance of US monetary 
policymakers to inflation than their counterparts in most other countries, especially in 
Europe and Japan. The dollar should peak once the Fed either pauses or terminates the 
current round of monetary policy tightening. 
  
When that happens, companies with lots of overseas exposure, particularly commodity 
producers, should get boosts to their earnings and to their stock prices, at least relative to 
what they’ve been like during this strong-dollar period. 

 

Calendars 
  
US: 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. 
Wed: New Home Sales 585k; MBA Mortgage Applications; Goods Trade Balance Advance; 
Retail & Wholesale Inventories; Crude Oil Inventories & Gasoline Production. (Bloomberg 
estimates) 
  
Global: 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. Wed: France Consumer 
Confidence 77; Japan Leading & Coincident Indicators; China Industrial Profits; BOC 
Interest Rate Decision 4.00%; BOJ Outlook Report. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): Forward earnings fell last week for all three of 
these indexes for a third straight week. LargeCap’s forward earnings has fallen in 10 of the 
17 weeks since it peaked at a record high in late June. Over the same time period, 
MidCap’s has dropped 11 times, and SmallCap’s moved lower 10 times. For a 17th straight 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7Cg-0FW89jgV399pcFrW7SH_dD5xTC56W7_LbRm6Y1b5lW2bfsFH3-xJT-W63NBfY5vsdjRW8v3Hl18HqvPpW2fZ4XQ3d7_DQW5SsGT73j3pXFN4gr4mmK-RQ7W4v3hSH2tcB0QVZznSq5mw9syW65-wtw1_9H_3W5_pjxd4HJFCHW39PSWT72PF_BW3-bnv86LrWPKN4Sh607wR4Y-W2MYLtC88N6PGW82Nl2p3SZ43rW1NXyBv47Ydm-V7WZwj1Fd1LBW6QM06Y8l268vW4PffKl4fk8_j3c_y1
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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 1.7% below its record high at the end of June. MidCap’s is at a six-month low and 3.3% 
below its record high in early June; and SmallCap’s is at an eight-week low and 2.7% below 
its record high in mid-June. Forward earnings momentum continues to fade. In the latest 
week, the yearly rate of change in LargeCap’s forward earnings was down to a 19-month 
low of 8.5% y/y from 9.0%; 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 16.8% y/y from 
17.4%. 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 13.9% 
y/y from 14.5%. 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 (6.7%, 7.5%), MidCap (14.1, 0.7), and SmallCap (10.8, 7.2). 
  
S&P 500/400/600 Valuation (link): Valuations were higher last week after falling in six of 
the prior nine weeks. LargeCap’s forward P/E jumped 0.7pt to 15.9 from 15.2, and is now 
0.8pt 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 rose 0.4pt w/w to 12.0 from 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 gained 
0.4pt w/w to 11.3 from 10.9, up from a 14-year low of 10.6 four 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 25% discount to LargeCap is near its 
biggest since September 2000. SmallCap’s P/E was below LargeCap’s for a 114th 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 has been mostly 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgPK2N2RqwHcPnfM2Vy0x3Y5zTQ9dN2nd1FmXpcPNN21L6gzD9F0QW9lMwvs6dvRqfN5RGt12Wnb57W2PChzt2vQkgJW7ZBR2584zgzjN3-vKxqwKDfBVw3f255YrRWBVfJQSh6CSBcWW3mJhPv6tNnplW5lgtLt5pKBD-W2dN2rZ3QVyMhW7_2Wrr6XQfCtW6JkRtw8d1NKrW6yD_cJ205tKdN3Hs0npz58jMW7RDPqk6Bc3gQW8QRZHP7zL7hSW11MK-R61RkLJW4g4Hkn5vgrQ538b31
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above LargeCap’s since 2003. Looking at SmallCap’s P/E relative to MidCap’s, it was at a 
discount for a 71st 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 rose 31 cents w/w to $55.14 on the back of positive earnings surprises, 
but is now 7.3% below its $59.49 forecast at the start of the quarter. Analysts expect S&P 
500 earnings growth to weaken to 2.3% y/y on a frozen actual basis and 3.1% 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 (118.0 in Q3-2022 versus 295.5% 
in Q2-2022), Industrials (27.3, 31.6), Consumer Discretionary (12.2, -12.1), Real Estate 
(10.9, 13.1), S&P 500 (3.1, 8.4), Consumer Staples (-0.8, 2.2), Information Technology (-
3.4, 1.5), Health Care (-3.9, 8.7), Materials (-6.7, 17.5), Utilities (-8.0, -3.7), Communication 
Services (-11.2, -20.3), and Financials (-15.9, -19.3). 
  
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, assessed by the four surprise 
metrics we measure for both earnings and revenues. With nearly 20% of S&P 500 
companies finished reporting revenues and earnings for Q3, revenues are ahead of the 
consensus forecast by just 1.3%, and earnings have exceeded estimates by 5.4%. At the 
same point during the Q2 season, revenues were 1.6% above forecast and earnings had 
beaten estimates by 4.5%. Excluding Financials, Q3’s revenue surprise falls sharply to 
1.1% from 1.3%, and the earnings surprise drops to 4.4% from 5.4%.  For the 98 
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 98 reporters so far collectively has a y/y revenue gain of 7.4%, but an earnings 
gain of only 0.4%. Just 67% of the Q3 reporters so far has reported a positive revenue 
surprise, and 75% has beaten earnings forecasts. Furthermore, significantly fewer 
companies have reported positive y/y earnings growth in Q3 (57%) than positive y/y 
revenue growth (85%). These figures will change markedly as more Q3-2022 results are 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZG3q905V1-WJV7CgBD8W76fT6x41gHwbW2Yvf322w2HqWW4XXtgs3fd1CPW2W7rTD3Gy9WrW3wrvb_65grrsW3mRnkJ4_xy27W2M0xhV3G2Jh-W6wc9-m1M9q5-N2WsqS32Kf53W1tYkPQ7fwC8pW6FfCj_8ktdZVW2-Hv2Z7t9xYhW8PfPbk5Kx7lBW4b_-kp6JCpxQW5m2gtD7wT0X2W7PCtH_6K1YDvW2Ky6wz2SGj-9W2rvkF53YBzHWVPft1k7vPbnsW2XH3WS2Vk81fW6KDJF59j832dVtDksP4GjNCCVDhVh53zyyHGV9tJkG14_lgX3dlp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHYtF-X1VVDyFMS7CgGb5W25G7Yh1V9bM4W5Wd4yy3yD2p4W64kdxr57Zd4tN51znq_BPzHwN62RHpvjyt8sW26ccV_8Qg2r2VbgyVr73qCqHW5SCnsW4pq9lDW6X8F3d6J1JwnW4_dvJk98t7KlW5wXk-N8_VfHtVfHsfS2M8cDCW14KC5p2wbW5PW6mMPVy1vkTF8N4J2jlxpG4RdW7MWWFR2zB-9sW4WGW295YV-qcMBpsDT_H42dW110GBX4Mxd-DN1jw_YfkK9SQW48jD1721GLTNW60BpQ-7rZGVCW726X4p6HQQZmW4dXWFJ4NTT9HW8tzysZ8bLq48W1Y-qsy345h4rW6KkvmB43gMRlW567mrT3FXvlZW1v97NF1LmhGgW9hQWvN5C1029MMc4BNQrQh7W3l-2tH6CjvHZN3DTYtSjmnGRN5KxnxBVvZbjW8NTrbm8Bf6r1W1dMpBY3xzk7SW5xWvkV1T9gtpW54BwCC6TyL44W5zMXfW7CtKZBW99mWNj6pF_mdN848YNTzN40lW1pz7yr3fswh6W6DRsPs85SGBlW8Nbw_m2HWG6FW1BFdLh5Rh33tW8XQy0p39WpXPW7cLXjR1cPDXvW3k76Fl44k6mwVP8XK741sD-zW8HHV_k3YQHZgW23KtKJ79jzGlW31D1sm95CGfWW5nN81-3BB9DpW52p1x_61dVRyW3NgFxX2qyswPN3t3KcXhlSq5VznQ2W1YMkTGN4v2_8y5hq6zW29hX-R7vFc_cW6-mqYC4zRRPqW2vnmw95D3lHkW8DDrdY1DjBknV1xg6Q3gMNx-W2pB4lv6M1G3lW8Lp9xr4QLSN-W9hK8Gs4LfNJtW1pwKx56GdXLvW4G711v8rzlJ0W66BXfn4Gm-6BN4p_6zmvLPSJW798KN61Xh9-1W8S9H0-8WnX0PW191lnp1jSrHSN7R7hFJ_SGg1W9702YM8yHnbVW803mH716N6QJW7gGN5F3VntwkW6yjgZv5lPXDsW5FktSS7Xt-06W97CG8Z39CKHhW7b7xVq1NWYhGW3KXbVc7H8Q-pW75hm8_4kW6m7W3Wq1vK3mKP8zW6BwFgN3TRDLcN5dD5D7Vf23ZW69MHd47CFCcFW47wGkF7-tWP7W9178qc4GxqXYW2DJM2Y2Pz9r8W2SBHbM8SJb0SVsbQDc7zJqr6W40Mg077XMdFmN1ch5K_xzZQJW1xTDyz46s8lyW6pbVhw3lQn9-W6nHx206dzpmKW7nBGd1249pZ9W7vgcJj7TwnnJW2dM1j94lGD0SW81b7ws13BhTyW8vcY9994-PdBW41rNG-2vhbkFW1Gl5nH6Gjc-kVkwPSw4PycfSW6Sf1Sd7JXG7WVLmDVH6TclyrW6YdpCl6J3Qy0W5ftynl3lKnpZW2Y52HV214YjYW7Czrx39gjK2nW70mBZ_3FxJZKW5q9PdD1XHRM0W15FW4J90HPjZW28Hx8B89ZGgNVBgLsv2mY4M0W1qxDts80FsX3W3NyyL22vp7s7W8dQpM92PFKTcW2l3-qy8kNwP9W7Z1FkT10fLXGW2p6Cgw6_Z1qYW7ynjT_5J8WF3W1_vyBT53lyYnW8Qqk594lDQtKW8z2bJn7lstdzW3nTvbk7G-9ZbW8Yk2Vk3BLQM9W8_N6ZX6Y-sMqW3ycsJr8KQQY-W3RcJgF13lStPVqlKPz49JRGTW3ppb5M84nbzRW23C-Ql2gYPhMN3hH9BVMbxnnW2r8Vqp1zL0N6W25nGZf6My063W1JZpG28_9BnzMsl-xlPH1HMW2-gbpy1LjBxfW5fqsWt5DrW0fW7d6-fs3MlhksW33Lq4d3yctgWV19lf18JXWQnW1XjVTH4367cXVYQ81B6z8HjHW7KyKhC1V2ll8W2htZml15bls-W3w4g0J8b6szPW8732Sp404sGlW8rJn-17g153XW94PnKr8bNW4xN7npsV-b8M1jW5XDqC65s
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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. 

 

Global Economic Indicators 
  
US PMI Flash Estimates (link): Business activity in the private sector contracted in October 
for the fourth month, according to flash estimates, though deteriorated this month after 
moving back near the breakeven point in September. The C-PMI fell to 47.3 this month, 
after climbing from 44.6 in August (the weakest since May 2020) to 49.5 in September. The 
M-PMI sank to a 28-month low of 49.9—the first reading below 50.0 since mid-2020 during 
the height of the pandemic—as orders contracted at the fastest pace in 29 months. The M-
PMI was as high as 59.2 just six month ago. Meanwhile, manufacturers saw output rise for 
the second successive month, climbing to a five-month high of 50.7. The NM-PMI was in 
contractionary territory for the fourth month, falling to 46.6 this month after jumping from a 
27-month low of 43.7 in August to 49.3 in September, reflecting weak client demand and 
rising inflation and interest rates. On the inflation front, price pressures in the service sector 
picked up a bit, due to higher food, energy, and staffing costs, while the goods-producing 
sector saw a slight cooling of price pressures.  
  
Eurozone PMI Flash Estimates (link): “Eurozone economic contraction intensifies in 
October” is the headline of this month’s Eurozone PMI report. The Eurozone’s C-PMI eased 
for the sixth month from 55.8 in April to a 23-month low of 47.1, as the M-PMI plummeted 
from 58.7 in January to a 29-month low of 46.6 this month and the NM-PMI dropped from 
57.7 in April to a 20-month low of 48.2. Looking at the two largest Eurozone economies, 
Germany’s private sector sank deeper into contractionary territory this month as energy 
costs continued to accelerate, impacting both business costs and demand, while France’s 
fell to the breakeven point between expansion and contraction. Germany’s C-PMI was in 
contractionary territory for the fourth month, falling to a 29-month low of 44.1 this month 
from 55.6 in February, with the NM-PMI sliding to a 29-month low of 44.9 and the M-PMI to 
a 28-month low of 45.7. Meanwhile, France’s C-PMI fell for the fifth time in six months, from 
a recent high of 57.6 in April to a 19-month low of 50.0 in August, as the M-PMI fell for the 
second month, to a 29-month low of 47.4, after improving from 49.5 to 50.6 in August, while 
the NM-PMI continued to hover just above 50.0 for the third month, falling from 52.9 to 51.3 
this month. Elsewhere across the region, the report noted that output fell for the second 
consecutive month, falling at its fastest rate since January 2021—and since June 2013 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgFxmW8ZS6895svxVNW7WM3XH1bHnZ3W6N3Zv_7c-VglW4lgyZ61hbp-6W3Z5HBX1FybhpW7h0KsC3DlMCGW7Q92wj43nrHBW3Rksb43kdjHXV90Tjr31T6kkW8sL8SD4vLnNgVL3Vw-4D0G1PW4cBn_z1BY64LW6MDmgH8JQmdDW2lwYmv4b74GGV9nhBV785Hm4W8Hw0q481v0BXW3FyPGX1JJClSW8XzlyD7w-dyYW8Tl7J08Cccc9N30NGXYWSZvkW6WwjrP18mbdjW5QXJfr2--sxb3jTl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVqdjk642Gf-V52Mqw6vdhZ3W1f4B6k4Ry4dkN6WXHZm3q8_QV1-WJV7CgDRpW7tbFcx7D9T8_W5rJrrS2j_vMnW2z4xY41MV413W8VKSZj89z7L1W5LP1m_6F94TMW7qL-jF7vzybZN233xhR_TvXKW7rgKvQ34X5l0V_1F2R85Mh3TW1m-zZf2BJN18W3vHb2b826F1gW1mkV552Q4wPNW2tBKtV8dwJcRW1Q_mVM7FsHbNW9fbqct9gvRdfW5fXbff88rWPFW9fJv086XXQHPW6ngBRM5KC2RfN9fBqBPvZJhfW6yDJzS20l_rLVJK7h388cpXJW5MSwdC68dj6p344r1
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excluding the pandemic-related drop. Looking at inflation, the report said that while supply 
shortages showed further signs of easing, inflationary pressure remained elevated amid 
high energy costs and upward wage pressures.  
  
Japan PMI Flash Estimates (link): Activity in Japan’s private sector moved further into 
expansionary territory for the second month, according to flash estimates, after contracting 
in August for the first time in six months. October’s C-PMI climbed to a four-month high of 
51.7 after sliding from a recent high of 53.0 in June to 49.4 in August. The report noted that 
“the recent easing in international border restrictions and the releasing of the Nationwide 
Travel Discount Program earlier this month boosted activity level and order book volumes.” 
The NM-PMI moved up to 53.0 this month from 52.2 and 49.5 the prior two months, moving 
back toward its recent high of 54.0. Meanwhile, the manufacturing sector continued to 
struggle from weak demand and severe cost pressures, with the M-PMI sinking to a 21-
month low of 50.7; it was at 55.4 at the start of this year. Business confidence dipped to a 
six-month low as the rate of output price inflation accelerated to a fresh survey peak; firms 
continued to share their increasing cost burdens with their clients.  
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