
 

 
 

 
MORNING BRIEFING 
October 26, 2022 
 
ECB On Thursday, Inflation On Friday 
 
 
 
 
 
 
 
 
 
 
 
 
 

Inflation I: Getting Ahead of It. The ECB meets on Thursday and is expected to raise the 
central bank’s official interest rate again by 75bps. The Fed meets November 1-2 and is 
expected to do the same. 
  
The FOMC is likely to provide some guidance for the December 13-14 meeting of the 
FOMC following the November meeting. Two important economic indicators that may 
influence that guidance will come out on Friday. 
  
Q3’s Employment Cost Index (ECI) is likely to signal a peak in wage inflation, though not a 
convincing one. A surprise is more likely to be on the upside than the downside given the 
strength of the labor market. September’s PCED will be released along with personal 
income. Like for the month’s CPI, the PCED headline inflation rate should be down, while 
the core is up, but less so partly because rent has a lower weight in the PCED than in the 
CPI. Let’s get ahead of these numbers: 
  
(1) ECI. The Fed pays close attention to the ECI because it shows the underlying trend of 
inflation in the labor market. Labor costs tend to be marked up into selling prices. The ECI 
for private industry includes wages, salaries, and benefits (Fig. 1). It was up 5.5% y/y during 
Q2, the highest reading since Q2-1984. It is a less volatile measure of the underlying trend 
in compensation costs than is the broader but more volatile hourly compensation measure 
that comes out on a quarterly basis along with nonfarm business productivity. 
  
The ECI’s wages and salaries component was up 5.7% y/y during Q2. It tends to closely 

 
Check out the accompanying chart collection. 
  
Executive Summary: ECB hawks will be squawking at their meeting on Thursday. Fed hawks will be 
all over the critical US inflation data that comes out on Friday: The Employment Cost Index may 
suggest a peaking of wage inflation, and September’s PCED may reflect a declining headline rate 
(albeit rising core rate, as did September’s CPI, due to services inflation). Today, we examine the 
significance of each. … Also: We drill down to inflation within services industries, where the worst of it 
now roosts. … And: Once again, the ECB is on a mission and vowing to “do whatever it takes” to 
achieve it. This time, the goal is smothering Europe’s inflation fire even if GDP is dampened in the 
process.  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgGfGW7D8wVp3lJ0DKN1jH881R46W6W3Gj5B11D-m6yV1yfg31Ys_l-VhbMXd7j_R4JW8xcRBZ2bHvlGN30m892kwBvDW5bYJSM6SL7GRW847lg82mF6tYW99P2V72Z-pxDW5sZx6h6tKFWBW7nY9Fm6--WQQW3NvzFv2y9HSZW7d8lSg5GfGpNW5QsXK65l7YmLW6CX7b310h-wmW86Q3141yY6WVW3QShPy30B-x3W3DbmkG2vnVrCW56QfkG2LgYGyW8zSdf752RZ6NVKpY2v5rg24Z3fBF1
https://www.yardeni.com/pub/cc_20221026.pdf
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track the monthly series for the average hourly earnings (AHE) of all private-sector workers, 
also on a y/y basis. The latter might have peaked this year at 5.6% during March; it was 
down to 5.0% during September. 
  
The ECI for benefits rose 5.3% y/y during Q2, the highest since Q1-2005. It’s hard to tell 
whether this ECI component has peaked. 
  
Debbie and I will also focus on the performance of Q3’s ECI in goods-producing versus 
service-providing industries (Fig. 2). During Q2, the former rose 4.7%, while the latter 
increased 5.8%. The current concern among Fed officials and investors is that while goods 
inflation is showing signs of peaking and moderating, inflation seems to be spreading in 
services. A related concern is that labor costs are more likely to be passed through to 
selling prices in services than in goods. 
  
In addition to the possible (maybe?) peak in the AHE measure of wage inflation, the Atlanta 
Fed medium wage growth tracker might have peaked during June at 7.4% (Fig. 3). It was 
down to 6.5% during September. Another possible sign of a peak in the ECI wages and 
salaries inflation rate is the apparent peak in the quits rate, which tends lead the ECI 
inflation rate by nine months (Fig. 4). 
  
(2) PCED. The Fed also pays close attention to the PCED. It is one of the five 
macroeconomic variables that the FOMC forecasts in its quarterly Summary of Economic 
Projections. During September, the committee projected that the headline PCED inflation 
rate will be 5.4% this year, 2.8% next year, and 2.3% in 2024. We say: “Good luck with 
that!” Nevertheless, our forecast is also relatively optimistic, with this rate likely to fall to 4%-
5% during H2-2022 and 3%-4% in 2023 and in 2024 (Fig. 5). 
  
The headline PCED inflation rate was 6.2% during August. It might have peaked this year 
during June at 7.0%. The core PCED inflation rate was 4.9% during August. It might have 
peaked at 5.4% during February and March. The headline and core CPI inflation rates were 
significantly higher in September at 8.2% and 6.6% (Fig. 6). Friday’s core PCED inflation 
rate during September is expected to be up 0.5% m/m and 5.2% y/y. 
  
(3) PCED vs CPI. As we’ve previous discussed, the core CPI inflation rate tends 
consistently to exceed the core PCED inflation rate (Fig. 7). The food and energy 
components tend to be identical. 
  
Over the past 12 months through August, the durable goods components of the CPI and 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgP7_N4_sMTBQlYtbW6fjvFv8yb6BDW58Rp-_3dSM_lW4LHbX65K-cQ9W7ksy8B75v2s_W6BcGgZ55ZJ-6W2y6lwR6q2-1yW91xNwH63Cp3YW6sbv3Z7M-w8FW316jn341Mk3pW13qJ1H426gbLW7Xyckq5JgpC4W8yv5C72_hp9sW5wRp5Z1jdrZ8W6T4pdT6JXNdGW726RJB2k80cgW39sSyB1BVD3pW82Qswc10D1zvW2cZf4_1PGpnpW1lfN-M50q0tpW6tygm06gHK3qN554ZGjPxJNq34bJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgNmyW1Lrvnp7-w053N3XQdtr2VZ3hW5WvH7d1M2b7lVbr7QC3k-zZvW86-jF32BKFsZN73-ysG1GntHW17yx5m8fk5gbW1R1gWr7wYTq_W32f9qV8LF4sTVp-21n5LLgj3W1QWKZ97FnTvFW3rkTSj8lX0zPW8F4BN_91w-TVN95CtpR3TMB5W7R_DhN95Fw3LW3Nj09x7tYS8cW6jL01f2R5FhwW1YZhs56Dmz9pW7DQRGf6K_BsrW4ZYL898hTLWRW4GNRZ-4D3-S9W18ZCPc8lzQbh2DT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgGQRW15Yn4j5xJS4lVxJM5s15v8ddW1-htlZ7sxymtW570q5t677XkhVh8srV3Rrz14W29QFQ32cCBR7N3LFVWNLk6PyW7vJGMp7WqPC4W1wM6Br2M8jhHW5CLdCy7Dj4XlW4ksJ-q5GMKmDW49NCnM4xBQRVW9hDgfm6lHd5tW94q_rS6QhD8rW3CDDB479xsTqW5HVnHC1HQK7qV7-vgn3PHgBTW3C6R6w4SwPc-W5v75jn4Tz8_-W2mtqgb11m71YN4rs2lN6Y8rhW8wp0mX5Vw2Hq3qqS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_73q905V1-WJV7CgXBsW2JCJ9d6w7dBDVs722l695fH_W6HYSKm6qnmdNW99mYd3528WNGW5QDW9T85zVY7W6CHsR22fDtd5Vw4SzP2S2KzQW3WhQ_Z1s3XRxN731xY33Fkm_N5n-Vs339BmXN3vKq5_TQ64xN8LwSFcwmHtFN4pQrBtPSGQvW90kD405J7cjSVkrYxc78c0G-W4Kfm4Z5G_mhTN1h3lwfBttjgW1DJZLz21TTkVW5RG68y3t8W2XW4z4DLB4b9yPWW8jVljP1LtT1BW1K_Wkw1548YsMYkvPyNvLYbW2N6wNf4KjK9k3gFY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_73q905V1-WJV7CgXBsW2JCJ9d6w7dBDVs722l695fH_W6HYSKm6qnmdNW99mYd3528WNGW5QDW9T85zVY7W6CHsR22fDtd5Vw4SzP2S2KzQW3WhQ_Z1s3XRxN731xY33Fkm_N5n-Vs339BmXN3vKq5_TQ64xN8LwSFcwmHtFN4pQrBtPSGQvW90kD405J7cjSVkrYxc78c0G-W4Kfm4Z5G_mhTN1h3lwfBttjgW1DJZLz21TTkVW5RG68y3t8W2XW4z4DLB4b9yPWW8jVljP1LtT1BW1K_Wkw1548YsMYkvPyNvLYbW2N6wNf4KjK9k3gFY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgHDMW2pfNnG7KVblbW84syBB28B1JPW8QgzS-6tPzFmW2lh9tj34jbVpW1XzSnN3xyTC_W8-3p8k12pcb6W4dJvBS22dfJYW34b9WV40VfrYMxZw3Cfq4zPW8hjYNy7-3PbzW1GHH4G2xqM1SW4rQB_s6qKCYVW6MHjWY14J7v0W6_cQPS98dvn7W8V7vmN3dD9CZW3Hlfr68S3N6WW82xYRF1nm5ZgW6mvHVN7XJQ6pW6bdk6T3K8CBcVVvwG83NhVk1N16G6DZvGThjN5SBHFBG96Ns3kM51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgWjHW1rGYkn5kP9y2W78ClCY5k_FzTVPG8p27kyQnCN3C-KCMY3TYMVB1MV661fXKLW90kdCj3511qcW2pSW3T8Rt81yW95-J8J7rjcc3W4J7X_g59YjJFVjHFkh8TJLpbW3YpLqP20TY7YVHFNZy2mpcpkW7BCSZB2HsvfpW7HTq0X2K4dQgW9hqnh974NrBDW4dyzsN7KpkcCW7_P7bz5JvnHGW2HQlFS1VrqxVW4mQZS25SCC10W56YqZL636n6QN2vkVnWd4JDnW2WGS1B40S_hw3pZk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgN2fN8162H--mCrKW6T1xg09hXdTmW4Z0sFl7wQF31W2XfbQr1cR2wwW2tpz6y53_cyHW8n4pwD4FLC0tW6dwdyw1TrLvdW263w4r6k6T0lW61MBZm83Q0ZPW7HCTny4RW24nW7qh8F41wHKRBV1RFnw6dlc82W8_DS923KvWRjW5dDy4J52yF-vW7QP18S4q6jr8W2fPnTb5Lb3Y1W14dnRd7mpD03W4fG_2G3p20_QW1cR8Kb45RbTpW6XgZ3V6dVCMrW3nckSN41n6h-W3qLw9P7C559732Nb1
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PCED are up 7.8% y/y and 5.3% (Fig. 8). No one item stands out as a consistent source of 
the divergence. The CPI tends to be a fixed basket of goods and services and may not 
reflect substitution into discounted goods as well as the PCED does. 
  
The CPI reflects the out-of-pocket expenses of urban consumers for medical care services, 
while the PCED also reflects government-subsidized prices for hospital stays and physician 
services. The same can be said about health care insurance that’s subsidized by 
employers. So over the past 12 months through August, here are the CPI and PCED 
inflation rates for medical care services (5.6%, 2.5%), hospitals (4.1, 3.0), physician 
services (1.1, 0.4), and health care insurance (24.2, 1.3) (Fig. 9). Here are September’s CPI 
inflation rates for medical care services (6.5), hospitals (3.9), physician services (1.8), and 
health insurance (28.2). Odds are that the comparable PCED components will be up less, 
especially the one for health insurance. 
  
Rent has a bigger weight in the core CPI than in the core PCED. The weights for rent of 
primary residence and owners’ equivalent rent are 9.3% and 30.5% in the core CPI. They 
are 4.0% and 12.6% in the core PCED. During September, rent inflation in the CPI was 
7.2% for tenants and 6.7% for owners (Fig. 10 and Fig. 11). They tend to be identical to 
their comparable PCED components but have higher weights. 
  
Inflation II: A Closer Look at CPI Services. Last year, Fed officials believed that the 
rebound in inflation was transitory. That was because it was mostly attributed to the 
temporary impact of the pandemic on goods prices. It depressed them at first, but then 
boosted them. So Fed officials blamed rising inflation on the so-called “base effect.” They 
also believed that supply-chain disruptions were mostly attributable to the pandemic and 
therefore would abate, also bringing down inflation, particularly for goods. 
  
This year, they’ve concluded that inflation is more persistent and more pernicious than they 
had thought because it has spread from goods (where it is moderating) to services (where it 
is accelerating). Within services, they’ve observed that inflation has spread beyond rent to 
service industries where it might be harder to subdue. Let’s drill down: 
  
(1) Services less energy accounts for 56.8% of the headline CPI. Most of that is attributable 
to shelter, which accounts for 32.4% of the headline CPI. Here are the weights of the five 
other major components of CPI services and their y/y inflation rates during September: 
medical care services (6.9 weight, 6.5 inflation), transportation services (5.9, 14.6), 
recreation services (3.1, 4.1), education & communication services (5.3, 1.4), and other 
personal services (1.4, 5.9) (Fig. 12).  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgQ5CW2L9xlr7VSWqCW94g5xF4C7MwWW4rN_GT8T--t8W5nRJWQ8QHb6MW2RD31x6LR4xKW4_Rc2J9j60p3W816PPP6wvwC5W82q_dK1zbDgPW5F-SW86GtTz9W8G27VG7B1Pz7W25LnRm3746X8VLrHpX6xjMgLN5WbhpwhXRJGW6Zj34l1GFf06W7lmc508yg6T7W7Q-f9-3BmNJvN3ZyKBlmg66dW8dQcbT5wmcnMW3WqfZB96D6V4W1nq_hl94wCfhW5_YzY93B3WNHW1nnxnB3TT3n231RG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgG2hW89YHgs7LB_xVW7KJ07_2sv9KHW7qx_mn4BYlV8W4KQBd_5DclqtVXX1r53xJVm_W5NYp6H2xcmCdN2fSGyD-fpB-W9b_F145y-mqJW7WzhSd3BDVZpW4yJ8mV4hGkh8W7gwKKx6qfS2PW2WpTVZ3bbcNCW3Ck_3_2vZxC5W3Pv_Sq1z9Ph-VMghR55t5-QcW1_z4J-4k61xRW8w7cxd5dpFfZW7cZRgF42CDxRW5dBbf57bmGJ3W5Nyjs_2R_pmGW5bywSS8mNPxmN3m9JLrqmm9G38T51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgLYnW23jQY76nwjglW8GJWYl8f5l6MW15Z_9x4TxSM7W15wh4N3xhtQCW78gprj2k8c27W3yxqck4t5R_pW8QYv-V6xKk1dW238VNY8DpvNhW3Mj6N44ppckqW6NlJ--531JXrW5Z5Vz-2ljnJpF7NJKTnxgmRW9600Yq5YZSDVW7lhy_-1tpGQrW1_whS36CWRKbW6RgjV71xyPmtW7vYzkP9h8fVcW4FrWF84KNr88W92wkjC90N2vDW5x6NJx84FkBFW7h7wVj14YZdtW7XgSdN64FF0J378F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgDY4W6tfNym7rQq-TW5rK22H4jMXgRW3-ySpj1mCjrlW5wC8Y18RchCdW8PF2fD8bpHq8W3G4h4370BKCCW3P6xqg3Hsqc1W6bVDlV8RWLhmW6g6gc11jYQnNW1NMdqv3BPZF7W7wSfPf3gxmL6W5bck864D3tzxVz9Nnx1VMcj3W8Pqj3z11Hz8KN7zTPTxgL_GWW8-xDGn6hgj_hW2Q1L4P5HJnbcW2S2hfP8vy27hW8RNX_S3CJkZ1W30BKH03qCpx-W6_bqxq6S3_WtW8fvHlX5sbc_m38Jl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgNJDW6n5HJ32dQj4rW4zppXH3P3LTxW87tJWR29JCZCW2gwxMb2nJhNPW4xL-2c2G9QjyW8_g72g2nfXmRW6t9Qf38KX1dnW4pHvz31v2RB6W5MXBQh4DsT5hW1ySzwY6_W5-rW1n_wNJ6thtdfW4lm6r22l82q4VhMTy493VmDpW7Nhwht6f305JN1Ntjdc42gLKW8xbzNf8q_bLxW7Tj-Bj8VwmMBN4btl3sg2_bnW65ChKC2fQvvBW2BqDX85Gn5SwW4Kdf1T2-c_g8W5wKTFQ1RJS5R3d4C1
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(2) Fed officials and investors were freaked out when the core CPI inflation rate jumped to 
6.6% y/y during September, the highest reading since August 1982. That was mostly 
attributable to big m/m and y/y increases in components with small weights in the index: 
health insurance (0.9 weight, 2.1 m/m, 28.2 y/y), car & truck rental (0.1, 2.5, -1.4), motor 
vehicle maintenance (1.1, 1.9, 11.1), motor vehicle insurance (2.4, 1.6, 10.3), airline fares 
(0.6, 0.8, 42.9), pet services including veterinary (0.5, 1.6. 11.0), day care & preschool (0.6, 
2.0, 5.1), and delivery services (0.01, 2.9, 16.4) (Fig. 13 and Fig. 14). 
  
European Central Bank: ‘Whatever It Takes,’ Part Deux. Ahead of their next meeting on 
October 27, the 25-member Governing Council of the ECB is getting set to fight inflation. 
They are expected to frontload their monetary tightening aggressively without a pause. 
Council members also are warning fiscal policymakers not to fight them with too much fiscal 
stimulus. The ECB is expected to begin shrinking its balance sheet sometime in 2023. 
  
For now, the ECB’s central bankers are turning a blind eye to slowing growth in the 
Eurozone. Echoing the infamous words of former ECB President Mario Draghi, ECB Vice 
President Luis de Guindos said in October that the bank “will do whatever it takes” to bring 
down inflation (Draghi, however, used the phrase in talking about supporting the euro). De 
Guindos recently called reducing inflation “the main contribution we can have to improve the 
economic situation,” according to Bloomberg. 
  
That’s even though ECB Bank President Christine Lagarde is forecasting a technical 
recession for the Eurozone this winter, when Europe’s energy crisis could worsen. But she 
has reiterated the bank’s commitment to lowering inflation with interest-rate hikes 
nonetheless. 
  
For the first time in 11 years, ECB bankers raised their key interest rate this year—by 50 
basis points on July 21 and 75bps on September 8 to 0.75% (Fig. 15). The financial 
markets see this deposit rate continuing to rise without a pause, to about 2.00% by year-
end and about 3.00% by next spring. Eurozone inflation, however, is still well above the 
ECB’s 2% target, now approaching 10% (Fig. 16). In addition, the bankers are discussing 
reducing the ECB’s €5 trillion of securities held for monetary purposes,” built up during the 
pandemic-led recession, but not until interest rates rise further (Fig. 17).  
  
While Fed officials often signal their future moves in interviews and speeches, that’s less 
common across the pond. But ECB policymakers are prepared to be “more readable” to the 
markets, Austria’s central bank chief recently said, according to CNBC. Here are some 
indications of their hawkishness revealed in lots of recent public comments: 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgMVbW9dx9lv7BQk7FW4-lY-c4rT-nsW4wp86N62rd4kVjkHJK2-JYN7W2TsHpr3R3R4FW3m5Zkj5rnXV_VlRps44BmmT8W3D_l7794xZhKW6cx6bZ6G7s3vN7cGghH38Ml5W92Prm27HZB0sW91jgqd26P22VW4S8Xq72gCf4KW2Rntnb2gm-9gW7CD9C-5k3HWgW8WT4WG1YhYPFW46bjCY8vGy2LW3Y4s5053nXLGN25GsgZqK72HVtWVQg1KTDHkW3mgsZG4zv-FXW4fTd1K77dhRq34f71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgYzRW1vQfM01-dRmsW5JKwJs5Rq4QrVbwSdp7yjLV3W4RV6CW2vL6lwW3hNshn4m1kwKW5pbhVG1wT3_5W3fJnZY2zR4LjW6X7K9Z3HbDHzW8TK8xs5R-qjMW5W4-Fl3NRVPbW9k0bsp2Q_yCSW6-Bwx_6rchG-W6TVh_f75_9gBW3vT2fJ5DBQcBLpG6WDS_4NW1c33k128k6kqW2X8yH-3d4R2yVfHgJB5H0DStN7bpwf1m2K1CW859kN56Ll65yW3pXnTn4Gsb7XW3kv6MK8tp4G23nx21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37CgW_TW2RCd3737RC0ZW3dd5y_47_P5XW3yJZdy7WJJ4ZN11Cph4z4c2FV26Ngm9kppWVW6L0PSL4Q-Q_6W7ZyFkh6rynrkW5gxDmr6GJ4F9W10CCp01-PzwgW2nrbkH6yfNkxVSdV2860m7M7W8R0fXM21w-VlW8g0Jfp2qVRKwW5LPPd13mlFc5V9zYw26hm5rcW1lpZVd923KZ7W4Db73j8ctV2yW66BbdS7lbtBfW2sDwsY6fk5S8W8JXpyq6VjH_1W60KSjb6m221DW8y4pDt2TT5XfW98HB593tVczZW3kPH9P6wcpgmW1H6dzB6TZggDW3M7XfL92_Wq9W32Dj9-9cp1CZW21xZJB726cMtN7rH7h233pDJN9jRXjHQ-fK8W16kbRG6k_242W11P6FX2M5ZNR31Tm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_r3q90pV1-WJV7CgXQzN4_dHkTCQc2gW7Q0jCs1K31ZxW86Z-J-6TnKNhW5bJ9n07hDk_sN5wWvZw9NCfvVS_6CS2bH357W7rS4qv5jKH8TVBszRc3Ss_lJW6Vx4wf7VNK9rW2-Wwl67ym5yjW8QjpPT95hVYlW6zyf0V8y2b8MW7qGPhd6vL62BW1mhNsf4dSrmxW1jHtqK53ddwrW98K7vs2jSKW7W5SXBfg7NJ6CfW55tdml6NlNs6W4YcVT62fQ0rkW71-fQ89lgW9QW89Vjnp3rVqDsW6TSwmm7ffYJtW4rtDxK6wgBVGN48w-cFthJF0VVT0K052V5KdW23xFmy38-Hzx3h751
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_L3q90JV1-WJV7CgHqhW37hDbz2XZcN3W7tfBKT3z3SH2W7m2KmJ27jJ_NN2Zhx1JQgwjLW32lMLc7hTGD9Vwl52h12VgYxW4jWhm85nLHBPW5FjJtX7QPh5lW21vxZg36cVdRW3YV50V14y1KxW4SnnP551xXGqN4K726ds1ptyVKdy6q4JbwX2N7dZGMCRB9SxW3CZX4X97shb9VlBG081fl4dCW8mXbM32CX2BzW5Rmcyh82dG9xW9ls2H91nCyg-W4n58n58VX0zmW4WHxZN7vw5fqN3sPqlnZfLQWN4fQXmVgQTGgW6q44-M2dxtsBN36tZbh11PtCW733LCC7jDfD8W47Tbr-3jGfDRW1GgXCN6R5KBW34VH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-y9kQw3V7Wycr7CgN6QW4_ywq72Pz6KvW22Y1k-2xMklBN6SKt7Qb-lGTW4ghy-25T3rWzW57G_867rxQsxN2tyD6LZbQ0XW2v4pWW5cplgdW6NgKCt7r25pCW11JZ-w4SQpcsW6w83qL6WFj91W7PkXyY3lcV00VtZBWT4MCgRpW20GfXS71Z33LVrJMCD6rV2K8W26RjJM60J-rpV9fGJd5l3S-TN2V5skWGDk50W3wFFRZ1jb16-M81fttDgV0hW6Zg6Bm69V9wfW5j5TfR7wM7ByW53dmbJ3TT18WW1CJBfv4zsW2zW957j0S5Gm4WSW5V2yP_6HX-F_W23dR5m88G88sV3S5vt8SWGvDN6yXRRnR248ZW4_-dbB1_FX1tW8Txj1m3WK22vW358ZFm34Y55hW6Pmf1F10pLSFW4Yq0l77FP4_jW39dxy_96sGXxW61rsz92PKQj7W61h35C2wtJthW867mT44glM8YW1F3LnG8kMmRVVZBQQJ1V03YmV1j1JK8HqW79W7Y2zpv7BK_hCVPR-bZ6Xtr7LW84Hkr87jZRrBW1_c6cP3MvHP3W6w_Y4Z99W5_wW7xMRRj9bN6YkW5bWMPm6YbykMW8_XHFC4l7jqmW8_Y3wx2_wZhgW8ZwcZY262bfBW1NyD7b6fZMxJW6hGyfP24kGn0W1xQ1nf8kXvrWW92DJ-s2SDyvDW3vbWNL2mtWNFW9lPYGV3vvd45W5PJt768Gw2_vN4vlLyKLKjL8W27n_DG1d4q5lW5c_ZZK2ynP-FW2jmJ9t25l55yW3LtFly5KzwhMVX4Fb81-3j73W5BH0Ph2xFVjkW77ZGC-33xVVKW7lm4Lh8GR6xGW3JLXWZ5RQ9rpW7b8d-V3m4BWK2d_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-y9kQw3V7Wycr7CgQ0SW20V-d850YBSkN1YVG3YzQRQdW6C0GWt4QdvTjW2KbTRQ4p_ltwW4KFRn54gpB27W1tBp6H5mpFgRW8pyZQJ4WpF3cN5RfP9lrflbFW1dTyRX2dSB4qW6RcN6g4w36XJW4yvz-k4m7CJ9W79Ytdm33MvyBW4fPMhy3NwXKpVBpYd65hXm7dW2Z06_G7v5kR7W1Zw9Yq80yhcjW8jw9q67hD7cpW3DNzzl8KdjNZW282Sf85sNh7cW2gmyv_1-Gw08W2mFfML3xMzz8W7WyFv-5CLLpnN6NqtZBdzwqcMP8wNd4DJY1MSwd217x-dZW6lNYCN9hjZhbW4w7B_r3ft4x_W8DWPZy3w5VqhW3GYVfB4mlhF7W4Lj01H99l5DVW5n-Qw14NFwmpW7zpyFD6flN26W2j33Rr3CYWCLVknnR_7tfq5bW97GGMK6z6TffW32vCvc3wLB6cW3c7lQt4sx5ksW1pb8Qq8WFYPVW65xP6x1BnlkCW6r3rNM8J1LWnN7BSFY8nzSj_W1jGxnZ7jTN0MW7h_Mn2556_BPW8Bn0rG5tB5YpW4G-N8l3cdhsYW3LSpS89lj4gGW7sczYg9clDcLW3p54k13Wq_J_VkKWrx6-F9kdW63Q_bC8cC7CGW1DF24p3qw5lTW9h0-TF5_T4hGW5nFnV77qccVGW8YmVFC3XcHL3N8154lZYhWQ4W62ycPq8jM0jVW7FcC636Z1wMsW8tFqy24f80ZnW4N2VtX5mH8V-W2T6DMm96Gm9MW7-0ZkF1JMrzQW7GgMSN8CpJSqN2dZBlFvrPn6T_ysb8VcJpJW6t723n8t3h52W2Klrr_5MHT8WW5clmqc6jrsk8W7x91ZT5kT38537zZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-y9kQw3V7Wycr7CgDs5N3cP0SfBt5x8W1tVyT21q3n5gW531HL85rhPDhW3Z-S4z50w4WLW8vHB--4c1C9YW7gRgVW7jSFVFN4D6HS8H8M-0W99Szh9266Wr0W7n5Ryj317TkBVZ3GP85G10xDW1vkVqR8FnRv1N2-vFzSNGkQ7VL6fx-9057KSW66lvqd8K7MkZW92bC6-3tk0trW5pYwXv3P2xpCW1pJ_K86NsTfDW6Sqhjv41mYTPW8qG2CL18f055W6W8M5r8rnrPgW4W51-J50zd6gVgrKsT6T1kr3W2sl17K8JfP-GW4fqSvJ46pt_xW6rTrLD7PR-3_W3GldKw84Zkg4Myyz5ss8tMbW20cNrP8DVXh6W53_pT74YpMmkVTdwgW4bFrWBN2t2Pn3pwNM2W8j3XZd76WmqzW6kdZBd59w3yVW5JnvQw8dqthfW60HbS24yrP6fW4GWtjP6n-HDbW1P6FMw9kFrDpN1Gcx1Kbx0YBW77M_WY8TgmYTW9f-6Ls24sGPbW3Bnh6X2TNcKbV2t_gy8FVzvCVL1mHQ643h4qW3hHpdc15N395W6jqMNp20RyNVN3VmVVLGXgmnN3prwY08q269W8djCdv4TXpL4W2S88rp8_bdNSW5hfh333twFDYW137QMr1PgqwJW3sttCP4SY2KvW4tRJPv3t_JKmW4zJkCw6hshNDW8rN6lb2tsdnDW5ljbdz3vCCg9W5Nqp7T12hnyWW239qvW77nPYSW3YRXmN9lJhGkW1hsJxK1Kz_DwW3kwJMT5ch-xBN49PQQvjdf75W6J57-k3DmWXRW7cHXhV6DFltWW5NDvf88pbPDRW3t_5P66G1HphW1x_GKy3XT3tLW99RW8F56XXCb3dw51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-Scjm0yV9V4KD7CgCzgW6C582x1qcrX0W14T5j01LXq5dN7zvVh6v_5w3W5l1k4X2vbSg3W6ntvcy7ZpQlkW19BrNp93bxnMW6zSKjF91k-W2W4NxxRq6c-6BWW2gByF01rfxfKW6YsnTg3vnQq7N9l0xwDTcSB-W4pGYz91394PkN2SWz7L2RQ6XN5WY1hLv_3bPVDR1qv8RwV_9W2MFFML33Np-FW8qZLgx3Pr4mNW5nS-gJ3QFJDgW7YyyZH1wZxYhN8XmYW5pLpBpVbTFMm6cD21WN2bB3WH5ltlmW40Z90C29bf-dVyvL-s6_sH1KW23WLJp5S13ySN8d2fZb-1n-QW2c6vfn4K0R-PW7KQ2Mm5nqTNyW20K8677s9krHW68VRSt5k8vkZW6_1JNJ7Z7PW0W8vH97v1V2rPBW38Zhw8363FRnW8knqVR7HFm6tW2_gwly1FGSHxW2ndzXQ5Vyfn_W5H7L8P1cd3dyW47dgYT5rgnX9W3QgSXK58br7WW20M0CY58vV-sW4yTmCF6FDt3kW3X36lJ3KvQF-W1jqksK86CJF8W5VQM0P47tp8mN3nqVtvY8x36VzQRZm46ZH6dW83DCdT8j86NmVB_m2x81lWBTW3GQJkY6BZJ9bW7St6Cn71bF3FMRWcfYjzLF2W5RxFpY5TMNNsW73PSrf3cvYgqW2xKbTZ6g5cjHW4RCRdR9gzRf7N20G7Sd2k55rW48yfDR7FpsGkW8gWCqw4LKYLPW3fYWZw3h3sybW4Kf1J278jcDpMK5FXLwFhwDW8QTHl658QLFPW7MCKBR3XvDWqW4sPHDk5Zxk6zW1YtK1s8LWrnWW5kYgmG6ZKhg2W7thphd1nyX7vW1sLBvb7Sb3k_VpQNjC3mV7frW1SCpf15VtVpgW2Q1RQM8NSyDMW51pXK_8J7zJHW6f6Yhj5pd_7jN6HkQ7P8HPlPN1vWxf1S9_41W8j_Sww2JGS7JN7DkHT7kVgDDW77Xkdz39TvmGW5lkdQq3SvN53W570HVx5TXtCtW8Jh6Zj5mq1kXW2THFj98tMlmdW5MQrw96TKzvRN8Tpk299T0f1N42cM7NC453FW2Lcf5k8pPbxb35pC1
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(1) Inflation takes priority over growth. “Those who thought inflation was dead now know 
better,” said Joachim Nagel, the head of Germany’s Bundesbank central bank. “Now the 
beast has woken up from its slumber ... it’s up to monetary policymakers to tame it again,” 
he recently told students at Harvard University. “The data unequivocally points to a robust 
rate move,” he said in October according to Reuters. 
  
Similarly, Irish central bank chief Gabriel Makhlouf said this month that the bank wishes to 
avoid “expectations of higher inflation” becoming embedded, according to Bloomberg. 
  
In January, Croatian national bank governor Boris Vujcic will become the 26th member of 
the ECB’s Governing Council when his nation adopts the euro. Last month, he likened 
double-digit inflation to a disease: “As we learned in Croatia over the last decades, when 
inflation is high, when it nears double-digit levels, it can become a disease in itself,” Vujcic 
said according to a September 26 Bloomberg article. He added: “Paying much attention to 
lower growth now, at the expense of fighting inflation, is often luring. But letting inflation 
become entrenched always has a higher cost than a temporary decline in GDP.” 
  
(2) No gradualism anticipated here. “Until early this year, I was in favour of gradualism but 
for now, there is a stronger case for frontloading and determined action,” Finnish central 
bank chief Olli Rehn told Reuters at the end of September. Rehn also told Reuters that ECB 
rates could reach a level that no longer stimulates the economy before Christmas. “There is 
a case for taking a decision on another significant rate hike, be it 75 or 50 basis points or 
something else,” he said. 
  
Latvian central bank chief Martins Kazaks told Reuters on October 13 that the ECB should 
lift its 0.75% deposit rate by 75 basis points at the October meeting and make another large 
hike in December. Bloomberg wrote on October 16: “Belgian central bank Governor Pierre 
Wunsch said last week that a deposit rate of 3% … isn’t unreasonable, given the outlook for 
consumer-price growth that’s already five times the 2% target.” 
  
(3) No pause after neutral. Officials recently voiced similar views on how far they’ll go with 
rate hikes after reaching a neutral rate. “We won’t stop at the neutral rate, we need to keep 
powering through,” Peter Kazimir, Slovakia’s central bank chief, told Reuters. “I’m of the 
opinion that we will have to go above the neutral level in order to calm inflation pressures, 
which are currently in the pipeline,” Bostjan Vasle, Slovenia’s central bank governor said. 
  
“I do not expect policy rate hikes to come to an abrupt end,” Dutch central bank chief Klaas 
Knot said this month. However, he added: “The farther we hike and the closer we get to 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37CgP2TW5FY7S11RK5lDW6hdS-j3vtdjpW6fxfcv8JDMQ1W8VTPX_8cCnDtW4xpnVf56xCB-W2zN6cs9f01k6F1c8bXHT-QxW5v7sX67CBDV5W1_8mnY2hLMLBW2pNZFg8LkDWtVkRH_F5jBgZmW2tVKC_4wpzyxN6KJXDGybzgSVFFgxd4z69GWW33zKtX19gBhFW5mKTsl8phlwrW3vjfH73HZfV2W4PhLMk9202tXW1bjTCX4Tq9qBW998NW68sMHtJN1LFtY1grp3xW1W32dK96YybsW7367t53gSJsQW2QGqqG678bJYW2-kqKc1zjn7_W5ctvtb733SRTW4b9DLb46mwxxW7_Sj_04tyq4JN46MKGSp8nNpW8z615h45m1_0W3wl-1j2hdv_KW49sxr-952nng3n0S1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK3013q90_V1-WJV7CgFc2W3lGGsp7kjL0vW2ZshvD5CR-wCW29cLH_7vrXBwN75ghC7m8hRvW6NwP3l7pH82CW7WDLzJ16pypMW76DPJz554C5nW8ZXVr97C0rl4W6BV0b-48Cf_xW9f4gBl26HmvBW2NVgcs3Zw434MHvpF6H7SGnW8RpT--95dhCTW1psYwR7m_y-HW10ljvN28S4gxW7jk57K7NgpCbW7tZ1Ds3G2LgQW7DHdJH3cRz7jW50QQtJ7kVttTW2yK5sG7zw97-W8XMVGn7PcXjpW4Sgd4449JZ4RW74fK9B44Dy87W60nqTP8-xHkGN5QBm-mXt6d4W98L5FM440XvgN2GfVm9FQYL2VTzH7N5GVsYWW6htPh01n-05YW4l27qT8zCLsp31V71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_r3q90pV1-WJV7CgPpGW5Pvmrd4tjkrWW3w_yG97FzxM9W8kd6gX40HYQlW2Mh3rL7YV0xTW4KWMbD4XB-1tW9cW09x7ydmCGW1YWN5D8mxj-nW8SWmJr4dqDr-VsxJnM1PwlL2W5s-Q8-1dl7JXW3f5bT81JsvPzW2SMZmN11hnfWW7blx5k8Gfdc7W1DyH3t7pz1njVg7YTj2K3PftW8l5x2W2d5bBTW6V5Hh25WNLFSVjpd334Wzfr7W1S7zMN3nBNtJW1yzXWF2w_cnXW5yt33f64mf8GW16GSV3783f1JW7Dhbvx8CzbJYW1gwx316XSGB9W8WDPdv99rC6KW7lGNKG45NqC73jM71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_r3q90pV1-WJV7CgC3YW4v7KK058WwmCW3FvTvn6yMcnlW2XmBbD69XJk9VY8l9W57TTWfW5Yw6631NJTCQVtCdQY3WRdXNW3_1fJw6BVh8hW8C4N6c71mjdxN59TZd1bHnfhW1WgH7b50K5b7Vh47M97QvhrfW278jLl39PB6pW6rwk3Z35LqdzVhKmLg7GTvfZW52MvvJ25gWD3N7Kh8L6RHJH7N5jRFsWbxYQjW6B3Yby5nDNmyW8lC9p48HcysRW6DThqN4VFcWqW9fz6ZJ6nThtRW2BwjN31fQtRwN6Nz3hth1F-yN7MT_SxY4zLnW5sBy1V3ylzNhW3WMHpy8LftYp3jSp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37CgQw3N5xQvsCDmZN2W8kXRS95nVC3nW5wpy-25fMgb4W3x_L_d6TQLkzVbN9S97L-ybvW22-Xtq62NwT4W85b6fc5NMt9QW5h-c-x8QjHdmW5HM--d4ns0lyW3HXrPn1WdgCGW1Q8N1G2msjG9MCBTnxRzq93W49QpG-4g-cNVN2r5RJLh2VYpN4SlxJkdnV-PW8JZ1gc2wQLZdV4DsNT9cWl3RW7R_f6q9kCXkVW8ktBXc36t7r2W3-2kTl3q6MXfW2pjsNp3cyh6TW2vg3DD23qQ7BW3YnzGC8MwNjHW3DdC3h55f2QqN7Z_Bk6b1nQtW6rJNhS1QNXR9W1Qfrpk5BtRVvW6h166V6b_WjmW8zh4BM3q6cVNW7R4vZL6zQGd_W8Y7kV65VPxzhW8FPT417KnR3838C_1
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37CgYrKW2Sz9JT8r4MSvW7TZJNf98ZbZqW6Lc8r33GX_gWW8Lz5dt97-WJyW9jLVmn8KGcXvW1Cq5r06HN49_W4qPkC61cGx1kW6mCrBc4T1s8BW6ndFXT1MqK-JW3Z8xL76fGxYxW5khR725DCk6YW3q4k9y1MhXHdW7N3pFg3DNgCSW1468DZ2s6kV3W3NsFjF1ffH0QW67jrvx6zlTxMMBcs6Vc56BtW44801Y2CZcvFW90KKv88fJKM0N2F9Zxd9DxtFW3YrP-F8xw7S8N6ScTB4Sh12bVF7vpX8vm6ggVjWlml1TDnxRW668pqG2y_ydCW6_PxTy8Jy5BSW3Lm0_R8MjwVgW8kD2pM8Fy0DwW8nth-x6LWrd9N4GZks6r9YbfW2pzkbZ253MLpW7PmSGJ7BvLQ83lK31
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restoring a credible prospect of inflation moving back to target, the smaller rate steps will 
likely become.”  
  
“Given the current trend, I don’t see any need to pause after [removing accommodation],” 
Latvia’s Kazaks also said in October, according to Reuters. “The pace could slow down 
somewhat, and I would say that we start to use a wider set of instruments.” 
  
(4) Fiscal policy excesses will not be accommodated. Lagarde told members of the 
European Parliament during a recent hearing in Brussels that the ECB would not use its 
tools to help countries that apply untargeted fiscal stimulus that would further fuel inflation, 
opposing the ECB’s efforts to contain it. 
  
The ECB’s Transmission Protection Instrument recently was announced as a mechanism to 
buy the bonds of fragile Eurozone countries while not adding to the ECB’s overall bond 
portfolio. “It’s (used in) a situation where ... there are disorderly market dynamics that are 
not justified by fundamentals or by economic policy errors that will have been made,” 
Lagarde said. 
  
France’s central bank governor Francois Villeroy de Galhau said in October that Europe’s 
energy subsidies could reduce the current rate of inflation but also could lead to higher 
readings and complicate the task of monetary policy. “Fiscal policy must not add to 
inflationary pressures and that’s a fine line to walk,” Latvia’s Kazaks has added to the 
discussion, according to Reuters. 
  
(5) Rates to go up before balance sheet comes down. “[W]e should have an orderly use of 
our palette of instruments: first, interest rate hikes,” France’s de Galhau said in an October 
speech at Columbia University. “Once we will have reached neutral territory with our policy 
rate, it makes sense to consider the roll-off of asset purchases by limiting reinvestments,” 
the Netherlands’ Knot said on October 15, reported Reuters. 
  
“A tentative conclusion about the impact of balance sheet actions on financial conditions in 
a normalisation phase is that the signalling channel will be weaker for a given adjustment to 
the size and composition of our balance sheet,” the ECB’s Philip Lane said on October 12, 
according to Reuters. Translation: The ECB’s primary approach to combating inflation will 
be to raise interest rates before reducing the balance sheet. 
  
Lagarde also recently said that the bank would be reviewing the terms of extending its long-
term bank lending operations “in due course.” Some say that more restrictive policies could 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-f5nKvpV3Zsc37CgTw9W1rGmt76Mn_wjW6nQwj93MCLyTW4jkZ-88TSYDfW8Dr1jy3jZ0M1W7GpvpH4Kg6SbW9dgMk84BZDNbW1ZvK2x7HV2pzW8Yjxc22gbZMkW6Yjsp95SxpCXW7V5VdS6FMs_MW6VWDz73XgB7zW2F1KvF20M9RlW65xcnz54vnmpW2bC31k6zkDdZN1Mx3qg7zMMGW8rQnVS2bXvjqW5-KXpq1m2dS_W8-yJvQ3Y2tkNW8qWYgk1LhDzZW2rzB8M8n0GnDN38_TV-_9dGcW3CrfDz7cQzmbW1l0DNr54Fn2RW433G0x2GyGmdW4Flpjs3bX33mW1GCynh5QDzZNVbvl6-3StB4_Vm7wdH4h1pJXW1ff29P5GTlcjW6c7Q3P2xLVKyN7HVN4C9PhJVW7tL7Mv8YJm43N59dCnLJCxx-W7DL6MR6r6n6j38mS1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK3013q90_V1-WJV7CgScmW3xm6SN4n79MyW58Zsgk52pHR0W5t_Hlf19nKhZW8PPppx6X26frVyVjtC4Fxw_rW9jKydx7YH4MPW70cfP06B1_hzW18N7Y17RDCyGW1kS5w81DQBL8VdCCwM4bD1WmW2Clq8-6s-w1fTM4bp6jVxSVVRkbdJ18vD2xW6xL0HJ8HB5J1W711lbZ5bqYvrW5b8LWC1WmvzXW8znRcf90yR-pW7BdxyD51N4gHW1VlFHg78v6R9V_vDtN6vbTZNW3B1zGy2wRWHWW7sSY8w8bh5chW8T2tM-88KbY0W4NP47G7vnxdRVNSB281W9ZQ9VKtRw14Nrv4bW3jbgK04KHjLvN8ln7GLKZq2VW1014pG5HwztbW3Hfsbm8S0kQL37cF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37CgF71W58qhCH7VVnhDW5mdKZR2ZPF79W6lRsg17Dp9vmW1PMcFb36RNQBW1RJs865CCCP-W5mt5tL60JBRTW4Gr9gH721qMfW7Y4Kzm1Y22gRV5p5gk2RgdkKW22mTTp3CVM7mW5mJNNX1_twy1VnYqdT68Pfs0W3kcFtV3C2rfDW3k1vsZ3Fk8QNW8npcZL5883xdW5pzm0z7hvdLyW8cv9sH4KRqmXW65VHQ63rkPK8W3J1S9Y4KZKRSN1tKKqrk1lSqW7Wbssl7jyq72W2rPkPR7Kfby5W4Q19Gn4pvMZ7MhrJhWKnJyBW8xGbT-8dWq_YW6JFQFX4VcfsdW23HdyY3Gvr8vW5SNVFh5SCb0PW2xTxPd2Cn005W6jTWq63XfJ01W7cRyd77rfQtCW4C-SD72Prk9m3gRr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-f5nKvpV3Zsc37CgM-hW3Dm-wt4KRKvmW8W9KT-3yJsWxW40zdpJ6DVG6cVMKwgk90SsSyV2G7qw4Hxh1gW3Q6l744PR-t0W1Z4W0v9kfPNQW8-djG85kmFdrW3LG0hS61fg7VW5wzY3G50jRZWW3M8rJ01sxxVxW6GHBGp3HXTyBW1_MBhP2KN3cBW6RvMGq6plfGtW40cL2H2YPKLRVcmkXn678HpgW91pN2w5_jTVvN4jSfl3XfmpSN4Q1YDLsd1hgW8ZPgxR6kpdxnW6P7zFM7CJpvbW7NGy2c5gbhMfW73qPtQ1wGdTpW37SCFK3xdHp4V28Cl23B4hPhW6MfyHc5m3r0gW6BCyks96sznmW4fJqfL3hK8HBW7nPpS-1Y1XbcW3cYBGh7j2b4VW2Slb6V5pjPt5W3dVkh84pMSs7W5R_QmC8bpL1hW8Rtv-q2BLfcQ39r61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_L3q90JV1-WJV7Cg-d7W8RMDZn7qQnlvW2d1Hb943pNb2W4RL12m3cMctmW2W3Gns3fNqjCW4F0gqQ49xHcCVFBjST24X83LVPlgH21YJKZFW6xkqkv1M3gdVW5vMC0z2nVWzdW3mpTD880z2SgW3Fg96S7zv0xkW8cyMrB4WGC3dW2H7Ltf5z38hMW7MHR5v8W9XnWW6tlc8C5CCmSVW73WqTQ78B6jlW1lfJZd5z40JJVL5c0P6Tm8W3W68bHdk3yB5zJV8r2Px5jMD7HW35MpzR79s5L_W308Jyd5gpycGW1s80t08s_nsqN2yqNxS-JF4kW92CzZt6MhZfMW4gcpxl6Tx4w-W4qXd_K9j_t5tW7w-D7k60k2bJ3jlZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2ZZ5nKv5V3Zsc37Cg-KPW8DZ7Pq3ryJTbW35CLqX4vBk72W5x2Cnm9djTQ9VJqLJw7tcxCYVn40Hz6mPcRzW73ytTf2flb7fW2Dms-l7dnjgLW6Kv6M73N31bfW94fdp22GgjhzW7LM9y01stWz1W7P2q5_6FshmsN6r1lPp7SHMvW2cYB7p7hRH6LN7sL7MwchZS6Vr3Q1K7543BcW1t0YVQ4RxvkYW3wRyBS1bqvCRW4ZRKBs61TfnmW4rL3294czgb1W1jP7Rc4mnrFPW4GhlgQ627phYW297PKN20t2nWW1Zr74_43FK_RW7LRmy96Btr-XN1H_KPKjPD7sW36DF641JfNtyV9wBgz28bbBGN24x8cs2MN8HN3h6sSmMzqnvW6rdsXG2-0VwFW5k2fQ26ckB0WW4yh5FC8Gb1CH3hFd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_73q905V1-WJV7CgNc6W8cQ2Yt3KVnb2W80-NLH9gmv1pW2SVTZf7K-lJzW7gjZQm7c3DYZW6P0mPn4DB4hJW8z7gyX38ptsWVtjJM34vPDVRN6BXwffL2lNYVhNPGf66stCgW2w5v226Z4JvKW79zn6D2XqRGbVFxZgf7nPwP-N74HTgzGWF3wW6mW07W7xZ-r9W4stnpV7Lz7WRW8ntyFF4Lsft3W6Wms8G1gcyd2N4DrF7wDGbHvW7kttKf5Bg9MsW1MWvTM8R-SbkV3htqt9jbBdbN7xw-bQlWBH6W6yZsqC7B_nFVW2gdBzk1glMB131lB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_r3q90pV1-WJV7Cg-J8W3lnJfy6qxk4ZN7D4yrGyckM7W59VYSG8J4JBWW8LHZRJ5sx9_pW8m66145Q4CJSW2f4Y-M1MSFhsW7jV4vj5p3WwSW4bc9j85sztsnW3DXqCh1L-XZ5W8NXX9V58snBCW8FHK3l3Db6gyW1vHLg43sJd0GW7-50Bm742sxpW8Z-MJP328nG-W6y1NvY1tq1h5W5jb1r79dy4L1VKm4Ls6rWKH0N8j6My2fyr5WVTzMk39hk93CW4-zBZz1TjyTFW6H7Wrh6kGC3QW2Wxkfm1N38QbW5n4WM351HBj4W3-x2V05pcKDmN6V_qYhnvGnQW1J9b5P6pNhqg39zS1
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be applied to this lending, perhaps with shrinking the balance sheet in mind. 
  
Whether recession descends on Europe or not, one thing is clear: The ECB is planning to 
fly with the hawks.  

 

Calendars 
  
US: Wed: New Home Sales 585k; MBA Mortgage Applications; Goods Trade Balance 
Advance; Retail & Wholesale Inventories; Crude Oil Inventories & Gasoline Production. 
Thurs: Real GDP & Price Index 2.4%/5.3%; Core PCED 4.5%;  Durable Goods Orders 
Total & Nondefense Capital Goods Orders Ex Aircraft 0.6%/0.5%; Kansas City 
Manufacturing Index; Initial & Continuous Jobless Claims 220k/1.388k; Natural Gas 
Storage. (Bloomberg estimates) 
  
Global: Wed: France Consumer Confidence 77; Japan Leading & Coincident Indicators; 
China Industrial Profits; BOC Interest Rate Decision 4.00%; BOJ Outlook Report. Thurs: 
Germany Gfk Consumer Climate Index -41.9; Italy Business & Consumer 
Confidence100.0/93.8; Spain Unemployment Rate 13.0%; Japan Unemployment Rate & 
Japan Job Applications Ratio 2.5%/1.33; Australia PPI; ECB Interest Rate Decision 2.00% 
& Deposit Facility Rate 1.50%; BOJ Interest Rate Decision -0.10%; Lagarde. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): The S&P 500 Growth price index was still in a deep 
28.7% bear market as of Monday’s close, while the Value index was only in a 13.4% 
correction. Growth made a new low for the year on October 12 while Value remained above 
its September 30 bottom. At that October 12 low, Growth was down 20.1% from its recent 
high on August 15 to 32.8% below its December 27 record high. Value was down a lesser 
14.6% on September 30 from its August 16 high to 19.2% below its January 12 record high. 
Looking at their ytd performance through Monday’s close, Growth has tumbled 27.7% ytd, 
well behind the 12.1% decline for the S&P 500 Value index. Growth’s underperformance 
relative to Value began on November 30, 2021 when its price index peaked at a record 
high. Since then, Value’s price index has dropped 6.1%, while Growth’s is down 26.0%. 
Looking at the fundamentals, Growth is expected to deliver higher revenue growth (STRG) 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgGGmW6h2lZt3JMLT1W4RJ8Y62kGgFdW99HZTg8gGqktW8-s4Pb7KpCdGW5dMjjJ8B_DY4W1sKD5Y7MYtK0N8gCd10qBkyFN70GpVXnfxlyW9lhhLC59yDLJW6tDK7l19SyLtW8_g7ff7d5jn_W3-WF8_7XzjfhW51WxVs4FrkSZW21yd2_3YzPtPVwxTTv2-rT6-W3NpBM025g-SGW7q_ytX8qWg3kN8sfGStVl9nLW7DTVtr953ZQBW3TkHll8RvwpGW20hcZt9hlDzYW5j50t_2txQtv3q1-1
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than Value over the next 12 months, but Value is expected to have higher earnings growth 
(STEG). Growth has forecasted STRG of 7.3%, but its STEG is barely higher at 7.6%. 
Value has forecasted STRG and STEG of 4.2% and 6.4%, respectively. Growth’s forward 
P/E peaked at a 20-year high of 30.4 on January 26, 2021, and tumbled 40% to a 27-month 
low of 18.4 on June 16. After rebounding to 23.3 in mid-August, it tested the June low with 
its 18.5 reading on October 12. It was back up to 19.7 on Monday. Value’s forward P/E fell 
24% from 17.6 in January 2021 to 13.4 on June 16. It made a new 30-month low of 13.0 on 
September 30, and has since risen to 14.0 as of Monday’s close. Regarding NERI, 
Growth’s and Value’s were negative for a third straight month in September following 26 
positive monthly readings. Growth’s dropped to a 27-month low of -9.9% in September from 
-8.4% in August, and Value’s was down to a 26-month low of -9.1% from -8.6%. Growth’s 
forward profit margin of 18.0% is down 1.1ppts from its record high of 19.1% in mid-
February and compares to its prior pre-Covid record high of 16.7% during September 2018. 
Value’s has held up better, dropping to 0.5ppt to 10.9% from its record high of 11.4% in 
December. 
  
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 26% of S&P 500 
companies finished reporting revenues and earnings for Q3, revenues are ahead of the 
consensus forecast by just 1.4%, and earnings have exceeded estimates by 6.0%. At the 
same point during the Q2 season, revenues were 1.6% above forecast and earnings had 
beaten estimates by 4.5%. For the 128 companies that have reported Q3 earnings through 
mid-day Tuesday, the aggregate y/y revenue and earnings growth rates have slowed from 
their readings from Q2-2021 to Q2-2022. The 128 reporters so far collectively has a y/y 
revenue gain of 10.1%, but an earnings gain of only 4.1% as higher costs are pressuring 
profit margins. Just 67% of the Q3 reporters so far has reported a positive revenue surprise, 
and 73% has beaten earnings forecasts. Furthermore, significantly fewer companies have 
reported positive y/y earnings growth in Q3 (59%) than positive y/y revenue growth (85%). 
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/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgCn5W862kq55L1FcfVGlmWB5Sk2GsW2py3857Ct7MDW2v1LSr6Rb5mrW5yCyd03RXgpNW7Fd0py3rVhm8N7bm5P6BZ2FyW44YV5j1VmKslW1YlvRS2h2m0JW4nq2r26Hrk0tW7XhwqS80LyDrW7P86S31Nh2NDW3HVL3Z6r3Mb7W9lJLcs4y_b6ZN4wDZVs61s-0W7n2SV-3yQftXW4swLq_97y5jTW9krcn72pMqpbW3XDhwj6dc4SFW2dN5WX3HSTmmW3mdSvk6PGl8-W3hT6gb4QytsQ3m6P1
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US Economic Indicators 
  
Consumer Confidence (link): “Consumer confidence retreated in October, after advancing 
in August and September,” noted Lynn Franco, senior director of economic indicators at 
The Conference Board. “The Present Situation Index fell sharply, suggesting economic 
growth slowed to start Q4. Consumers’ expectations regarding the short-term outlook 
remained dismal. The Expectations Index is still lingering below a reading of 80—a level 
associated with recession—suggesting recession risks appear to be rising.” Consumer 
confidence slipped 5.3 points this month to 102.5 after two-month jump of 12.5 points. The 
present situation component plunged 11.3 points to an 18-month low of 138.9—more than 
erasing the 10.5-point jump during the two months through September. Meanwhile, the 1.4-
point drop in the expectations component to 78.1 pales in comparison—retaining 90% of the 
13.9-point gain during the two months through September. Current business conditions 
were less favorable: The percentage of consumers saying business conditions were good 
fell from 20.7% to 17.5%, while the percentage saying conditions were bad rose from 20.9% 
to 24.0%. As for the current labor market, 45.2% of consumers said jobs were plentiful this 
month, down from 49.2% last month, while 12.7% said jobs were hard to get, up from 
September’s 11.1%. Short-term business conditions (six-month outlook) were mixed: The 
percentage of consumers expecting business conditions to improve rose from 18.6% in 
September to 19.2% this month, while 23.3% expect them to worsen, up from 21.9% last 
month. Short-term labor market: The percentage of consumers expecting more jobs to be 
available six months from now improved from 17.4% to 19.8%, while the percentage 
anticipating fewer jobs was up from 17.8% to 20.8%. As for their short-term financial 
prospects, the outlook was mixed, with 18.9% of consumers expecting their incomes to 
increase, up negligibly from 18.3% in September, while 15.1% expected their incomes to 
decrease, up from 13.8% last month. On the inflation front, inflation concerns, which had 
been easing since July, have resurfaced with pickups in food and gas prices being the main 
drivers, according to the latest report. 
  
Regional M-PMIs (link): Three Fed districts (New York, Philadelphia, and Richmond) 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 
-9.3, after narrowing from -11.0 in August to -3.8 in September. Manufacturing activity in the 
New York (to -9.1 from -1.5) region declined at a faster pace, though not as steep a pace as 
in August (-31.3). Philadelphia’s (-8.7 from -9.9) activity contracted at a comparable pace to 
last month, after moving briefly into expansionary territory in August (6.2). Richmond’s (-
10.0) returned to contractionary territory after improving a bit from -8.0 to 0.0 in September. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgQYYW8_4Q_l6DcSByW6xp6nj7c7w6MN2DYmD-j3Xk9W26-QCm7WgJfYW7Jhxn54-l6JTN2Dt-L04754pW4p5mkk5RcfjMW8s7Vp71S31h8N7b_xvZBBHxFW6vG1_b3_VXV5V5kW_g8rFrfcW2MQ2_l8XSTCrW7XmgkZ4g0Ww7W1J0QX46HBwhFW19mpfB2mn1jVW1sbs8K4jWchBN7wx8RgPGQ84VhRb3W82m_h9W5l1vZ98KLdDvW1H04Xb1kBVbqW80MprX84wN3DVr6nSR4Chbdc3kLN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2_73q905V1-WJV7CgVV6W3-HVN35hcbFxW3rWPjB98RCqHW9dz_cX4gWNNmW2Vh83h3mGTXfN5dRZ-hw-LL7W263wtM26CkCRW30-YKf2gFgcyW5gmp5P8PbhRqW2_gWl34M43DBW4xd42T2zTGPHW3StFQY63hxTyW2m-Wjv8-6GVYW7qrb-c8Gf1FFW1QcfZ58tX-ywN5Y6sJxN_SlZW3xCVh76ZpBgQW3T4F4G2KqfcnN8xq6hv-6W0dW6YM1KD3Nx90-W29G8g88wn4ZfW6c5NgS75G-lHW1Brllr8Hl0cqW5ZGq3D4ZfyNFV79Qm546n-dR3bVR1
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New orders (-11.4 from -8.3) contracted for the sixth month, with the decline widening again 
after narrowing a bit in September. Billings in the Richmond (-22.0 from -11.0) region 
contracted at double September’s pace, while those in Philadelphia (-15.9 from -17.6) 
continued to contract at a fast pace. Meanwhile, orders in the New York (unchanged 3.7) 
region continued to rise at a sluggish pace. Employment (12.1 from 7.2) continued to climb 
this month, with the pace accelerating after slowing a bit in September. 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; hiring in the Richmond region was at 
a standstill for the second month, unchanged at 0.0. Looking at prices-paid indexes, the 
New York region’s index picked up slightly 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. Richmond’s 
measure accelerated to 128.1 after easing to a 15-month low of 103.4 in September; it was 
at a record high of 150.1 in May. Prices-received indexes were mixed: Philadelphia’s 
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, while Richmond’s has been volatile just below 
June’s 103.1 record high, climbing to 86.2 this month after easing from 93.1 to 76.6 last 
month. In the meantime, 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. (Note: The New York and Philadelphia 
measures are diffusion indexes, while Richmond’s measures are average annualized 
inflation rates—which we multiply by 10 for easier comparison to the other regional 
measures.) 

 

Global Economic Indicators 
  
Germany Ifo Business Climate Index (link): “Sentiment in the German economy continues 
to be grim,” noted Ifo, warning that Germany is facing a difficult winter, with energy worries 
a major concern. The overall index hasn’t posted an increase since May, sinking from 93.3 
in May to 84.3 this month—the lowest since May 2020. It was as high as 101.4 in June 
2021. The expectations component barely budged, ticking up to 75.6 this month, after 
plunging 23.3 points—from 98.6 in February to 75.3 in September—which was the lowest 
since April 2020; it was at 102.9 last June. Meanwhile, current conditions, which had been 
fluctuating in a volatile flat trend earlier this year, has dropped 5.7 points the past five 
months to a 19-month low of 94.1. The downturn is hitting all four sectors of the German 
economy: The manufacturing sector saw its business climate index deteriorate to a 28-
month low of -15.9 as expectations has plunged 11.5 points the past two months to -40.7—

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/MVKzJdTM9QsV8YWNC8R9lyzW2sbCLr4RBh7jN7bK2-S3q8_QV1-WJV7CgSQlW6QR1HS59QGphW4tQhvB7WT7xNW8HPPvJ9hgN62W9dcf46549CbtW7yWjzs807zxTW56ClHT6hzy2rW6QpCgc2v8n51W59Ykvg6RTbYxW28xL-q33swkYW1P-4SD8zCzTrN5kW1KkPvT5xW6_K-nD3lzmYBW7wXhvj2k9FcsW7m2z79439ppPW1pd6q786Z26wW5-4xlQ95LYrDN25tg1NtbN9qVqx5QC1JGsbFW8JXnyS8yn7w5V-Fdm12NLVx0W7w39Sh66z3dRW4J9ltl4ftCCn3ncl1
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the lowest since April 2020; it was at 10.0 in February, the last reading above zero. 
Meanwhile, the present situation ticked up from 12.8 to 12.9, though is down 23.3 points 
since February. The service sector held in contractionary territory, with its business climate 
index little changed at -8.6 this month, after plunging 10.4 points in September to -8.9—the 
first contractionary reading since February 2021. The expectations (-34.4 from -36.0) 
component remained deep in negative territory, while businesses remained less satisfied 
with their current conditions; the measure fell to a seven-month low of 21.2. Sentiment in 
the trade sector (-31.9 from 32.3) held near September’s 28-month low, as expectations (-
57.1 from -57.6) remained at historical lows. Current conditions (to -2.2 from -2.5) posted 
the first back-to-back negative readings since the start of 2021. The construction sector 
continued to deteriorate, as its business climate index dropped to -24.0, the weakest since 
February 2010, on widespread weakness. Expectations (-47.1 from -46.6) contracted at a 
faster pace this month, while businesses continued to be less satisfied with current 
conditions (2.6 from 6.9), falling to its lowest level since January 2016; this measure was at 
33.4 in February. 
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