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US Economy I: Orlando. It’s good to be back on the road again. I get to visit with our 
accounts in person, and I also get to see how the economy is doing based on conversations 
I have with “the locals.” I was in Orlando over the weekend speaking at the MoneyShow 
conference. The city is growing rapidly, as New Yorkers have been pouring into Mickey’s 
and Minnie’s neighborhood. Housing and road construction are booming. 
  
I flew into JetBlue’s new terminal at Orlando International Airport. A sign indicated that it 
was built partly with funds provided by last year’s Bipartisan Infrastructure Law, which 
included approximately $1.2 trillion in spending, with $550 billion being newly authorized 
spending on top of what Congress was planning to authorize regularly. 
  
US Economy II: New Normal, R.I.P. The New Normal is dead. So is TINA (i.e., “there is no 
alternative” to stocks). So is disinflation. May they all rest in peace. They were alive and well 
from the Great Financial Crisis (GFC) through the Great Virus Crisis (GVC). Following the 
GFC, the Fed and other central banks feared deflation. They were frustrated that despite 
their unconventional ultra-easy monetary policies, they weren’t able sustainably to raise 
their inflation rates to their 2% targets. 
  
So those unconventional policies—including zero-interest-rate and negative-interest-rate 
policies (ZIRP and NIRP) and the expansion of their balance sheets with quantitative easing 
(QE)—became all too conventional. Their response to the GVC was to triple and quadruple 
down on their QE bond purchases. Fiscal authorities, especially in the US, widened their 
budget deficits dramatically by providing all sorts of pandemic relief programs. Advocates of 

 
Check out the accompanying chart collection. 
  
Executive Summary: The unconventional ultra-easy monetary policy that reigned from the Great 
Financial Crisis to the Great Virus Crisis—a.k.a. the “New Normal”—aimed to stimulate the economy 
and shore up inflation. Now the “Old Normal” is back, characterized by more conventional tight 
monetary policy aimed at taming inflation, even if that kickstarts a recession. … But this post-
pandemic business cycle isn’t following the usual Old Normal script—instead featuring an oddly quick 
snapback of GDP growth and oddly vigorous comeback of inflation. … Today, we look at what’s been 
happening in various segments of the economy this year and forecast what’s in store for 2023. 

https://www.yardeni.com/pub/cc_20221101.pdf
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this monetary and fiscal extravaganza justified it with Modern Monetary Theory. Others 
called it a necessary provision of “helicopter money” to avert an economic and financial 
meltdown. 
  
The result of all the helicopter money was a demand shock that caused a supply shock in 
global commodity and goods markets. Inflation soared. Supply chains were disrupted as the 
demand for goods well exceeded what could be manufactured and delivered by factories, 
shippers, wholesalers, and retailers around the world. Russia’s invasion of Ukraine 
exacerbated supply-chain disruptions and inflationary pressures, especially in grain, oil, and 
natural gas commodity markets. 
  
The Fed and other central banks responded by raising their official interest rates and 
signaling that more hikes and more quantitative tightening to fight inflation lay ahead, which 
caused interest rates to soar even faster and higher than the official rates. That seems to 
have caused goods inflation to peak and moderate; but meanwhile, the inflation pandemic 
has spread to services. 
  
So the New Normal is over. It’s looking more like the Old Normal business cycle is back, 
with central banks responding to higher inflation by tightening their monetary policies until 
they cause a recession, which should bring down inflation. 
  
US Economy III: An Odd Old Normal. Debbie and I aren’t convinced that the US economy 
is about to follow the Old Normal script of the classic business cycle, however. The script 
it’s been following since the start of the pandemic is quite an odd one. During 2020, the 
economy fell into a deep lockdown recession that lasted only two months, i.e., March and 
April. Then only three quarters after real GDP bottomed during Q2-2020, it had fully 
recovered. Inflation, as noted above, made a remarkable comeback since March 2021, 
when the headline PCED rose above 2.0% for the first time since fall 2018, peaking at 7.0% 
this June, the highest since December 1981. 
  
Let’s have a closer look at how GDP has been performing so far this year and assess the 
outlook for the economy in 2023: 
  
(1) Real GDP. Real GDP fell during the first two quarters of this year as follows: Q1 (-1.6%) 
and Q2 (-0.6%). That led to a widespread view that the economy had experienced a 
“technical recession,” defined as two consecutive down quarters in real GDP. But then it 
rose 2.6% during Q3 (Fig. 1). However, it is up just 0.1% from Q4-2021 through Q3 of this 
year and 1.8% y/y (Fig. 2). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgLqBM9rnjjLHyFPW34KrMd2BxLGJW4L3JV289FLl6W1dl5qT38PHx_W6BgQWn7mhJmrW80lmtw3z2P8WW3PYDxK247PSZW485Ccp345698W23zk3x95Mbw0W1snB4397nfdLW2W17RC4YQ8CTVvT5mn2f4gFDW9jGPvB5s3q8mN4Jb25rTpxx8W5rC93b96D-vyW74rfKB4Z7yzrW89mdb622gpgvW2cvY6Q4HfJNzW1Jltp48lBf9TW3f1Q2m3yvXrbN2_CG2_prW_4W5LPsFm3BCrx_2mr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgR5gW6NvwR_7RyydWN3yrkWftSRF0W7wvwMY65wnGDW1NBm8y4S8TRtW4wNbzS40bc5QW5KFJvw9ljWz4W3LNsMr597gCDW6DpCP21KkggPW3V4Gk43zMzqMW5Phjns3_KTnlW1v2_Q53s6bjTW6qQg7M801bg1W2kkn4Y3fpyZGW4tTwVP5BjMr4N7n76MZ3NqKRW6y_lBW8KF2YxW1ySgbZ5vwRNwW2wXs0d6FcZ8mW7wt9ts5sJXW_W7KkqC53SrVJnW1-bZrp6kM2WjW95K-VB5LX2Fw331x1
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That’s consistent with our view that the economy is in a “growth recession,” a.k.a. a “soft 
landing,” “rolling recession” or “mid-cycle slowdown.” It’s not experiencing a hard landing 
now nor do we expect it to do so in 2023. 
  
(2) Net exports. The pandemic has caused pandemonium in all of our personal and working 
lives. It certainly had a dramatic impact on the economy in 2020 and 2021. This year, much 
of Q1’s weakness in real GDP was attributable to an unusually large widening of the deficit 
in net exports of goods and services, which was fully reversed during Q3 (Fig. 3). 
Apparently, US retailers responded to the demand shock by ordering lots more goods from 
overseas that finally made it through the jammed ports during Q1, and now they are stuck 
with more merchandise than consumers want to buy after their buying binge of the previous 
two years. 
  
(3) Consumers. There’s no recession in consumer spending. On an inflation-adjusted basis, 
it rose 1.3%, 2.0%, and 1.4% during the first three quarters of this year. That’s even though 
inflation has eroded the purchasing power of personal income. Over the past 12 months 
through September, real disposable income is down 2.9% (Fig. 4). 
  
However, consumers have been able to boost their spending thanks to the excess saving 
they accumulated during the GVC, which we reckon is at least $1 trillion. That’s allowed 
them to reduce their personal saving rate to boost their consumption (Fig. 5). 
  
So real personal consumption expenditures rose 1.9% y/y through September, led by a 
3.1% increase in services, while goods fell 0.5% (Fig. 6). After satisfying much of their pent-
up demand for goods, consumers have been spending more on services. In the real GDP 
accounts, consumer spending on goods is down 2.4% from its record high during Q2-2021, 
while outlays on services rose 3.2% y/y to a record high during Q3 (Fig. 7). 
  
(4) Autos. Personal consumption expenditures on motor vehicles and parts in the real GDP 
accounts peaked at a record high during Q2-2021 (Fig. 8). It was down 16.2% through Q3. 
There is probably still lots of pent-up demand for cars and light trucks as a result of supply 
shortages over the past year, but quite a bit of that is likely to be stymied by the tightening 
of lending conditions in the auto market. In the past, falling auto demand was a major 
contributor to recessions. This time, it might have a smaller impact. 
  
(5) Housing. In the past, the housing industry was also a major contributor to recessions. 
This time, strength in multi-family housing construction should offset some of the weakness 
in single-family housing starts, which peaked at 1.22 million units (saar) during November 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgYdMW4tZHdv6Jwn-6W3rZFhT2WqZQ_W4XNtzg4GCpBDW5gHFHb7kC6XPW2D7S2Z1lNFqqW4nDWGD8wY1PDW2p6k3-3N05HnW1HNk6J4BkNlKN717hp4vS_xsW21Zj0Q161ynxW5C2XSb962WhCW6-VRzl21DZhSW8y3Nv61jDsX4N872sDw_80tfW303zWH1gwQqdN57BC3zKR-J-W3S1-7H2jHmcpW55TXrP1lYJvSW7sq4q08ns8--W74RYLk2zK4KRW1tnlk37X7spvVW-F444vVxfQ3cm-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7Cg-CyW1PFkZB7GzRDSW3lrXRQ8kfC9GW5TYKkl1Wy2DHW3fJS7V853R-HW7GXWcn4bppF1W3XkwF63V_NQ9W3JWlN53tVrx7W5xPd071tXHptW659zPf4K7Xk3W8gG_965yGNVtW4zTCnd7w0sn0W6p_Bl_3nLwwCW2GkTqM5dtbXBVVmzw94lxQMPW93dvS07M9HxMW3YMb846dJFMgW2B46Hd64qVDBW2nGnHs96zcg6W34WBK521dJFbW2-QfYT2QlsGdW3d6Y1666Kq2rW23_K7v4-X4BY3gbZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgJFxW1gK9Rb6gtT4RW7zSDSk261hP3W30tL3F9hl6QZW7j4SbW7KY3wFW8lJ66G1b3MsBW1963GC2XsfpwW1_Z2f771mCpLW3TRSB915HH20VQ4YRx1hw9v_W85yFhq2svyWcW9fJQwl5YBvvvW55LnTg3Z_jyBW8ljdsw5JlqSnN8hDKQ2WFFqRW76VRNX1wFzpjW7qX20476kVX6W8r_dx36JhNfKW55Kgxm36F7SFW31TDS27Lk59RN1LS5-sjFnRxW7GqbQ029Rtw0W7M9vN37hnBs83ftb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgzQBW4cnmNj6ZNS0MW4R-8xb7Sl1cCW515fxr5hvYZRW6GbcRB25VbkQW8LQWlh4hgBmNW4vC0l84GZ9jxW6HKVn96Pnjw4W5VP_jD6h4xZjW5YgtbH35-GV4W6mr4lR52YgXPMC1nB8v0q36N7pmjP26G4SjW7wmctJ5vtpQgW2syrJ-1DP_kKN5mk2Lltv_cVN2N9rCpY2h_2MLH8kX-8gmQW1Brhmr7ylxC-W1gY-h35fl_8QW5STQ_S7XW7ZqW3NSdNY2SkCr6W8qMS_Z913h7n3dJc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgCbNW4Hr27r7Db_m8W8cT6p-1dtKXcW4qdDql178x--W8Qw1RT6mYZYkW1q-9Q58pmTkhW9g6wSF5_4WFjW1LfRWs53s6-CW8dRLtk3gFB-1W6wyTkm14M-Q8W7XG3X06W7GmGW2sY3Nq1BjlFCW50slD21cNP_XW7kJ2N71J6ppQW3-YJMp2bMYDYW2h5K503MMSd4W7tF9Lp7M4sr4W20Vg2r3PmLMvVwfbcv5KDjw7VG-KsQ2R9FXZW6xvhhW2xBZXBW3mzsmj95N5mPW7LTpFv62qkF533Rb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgLMlW94tjLn8lCYBMW3CgZ2l3-wsN4W3HBYH92jTZM1W5zntdH8C_49kW5sSsx_6sd9_YW3f2RJ14BjvydW8LKssg52FDj3W7tSWNS3bXQzcW6qbBrb6Xb3v9W1_9Kj57K0JLRW84MpBK6NbTk4V8zR9j3mMbYYW8jLwQR7mqvC7W3h9vZY5Bch4bW5zH8V23YyYj-Vl-mSk8x-TPGVdgfnN2qNcPWW61nR-660yxQVW2PSVpG8qcF81N2QttxLp6rvhW5jm5G-2sZ3CnVxz9_38wglj93qr61
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2021, well below the 1.82 million units record high during January 2006 (Fig. 9 and Fig. 10). 
Like autos, there is plenty of pent-up demand and migratory demand (as in Orlando), but 
rapidly tightening lending conditions have seriously depressed affordability. 
  
By the way, also included in the residential component of real GDP are improvements of 
residential structures and brokers’ commissions (Fig. 11). They peaked during Q4-2020 and 
Q1-2021, respectively, and are contributing to the decline in residential investment. 
  
(6) Capital spending. Capital spending in real GDP rose to a record high during Q3. It did so 
even though nonresidential investment in structures has dropped 26.9% from Q4-2019 (just 
before the pandemic) through Q3 (Fig. 12). Meanwhile, investment in equipment and 
intellectual property products both rose to new highs during Q3. 
  
The weakness in structures has been widespread (Fig. 13). So this segment of capital 
spending is already in a recession. Meanwhile, real outlays on industrial, information 
processing, and transportation equipment remain relatively strong (Fig. 14). Leading 
intellectual property products to new record highs have been software and research & 
development (Fig. 15). 
  
(7) Inventories. Inventory investment turns negative during recessions, clearing the decks 
for a big recovery in real GDP when production ramps up to meet rebounding demand and 
to restock inventories. During the first three quarters, inventory investment has been 
positive but falling. That has weighed on GDP growth (Fig. 16). Inventory investment may 
continue to weigh on economic growth, especially if it turns negative in coming quarters. 
  
The inventories of manufacturing firms and auto retailers seem to be in line with their 
businesses (Fig. 17). Wholesalers and nonauto retailers seem to have piled up some 
unintended inventories over the past four quarters and are scrambling to sell surplus goods 
by discounting their prices. 
  
(8) Government. The federal, state, and local governments all are likely to be stimulating the 
economy with funds already allocated by Congress for infrastructure spending. In addition, 
many states are sitting on large budget surpluses. A few of them are dropping some of it as 
helicopter money into the checking accounts of their taxpayers. 
  
An October 18 Pew report on states’ fiscal health observes: “Rainy day funds in most states 
and collectively are projected to have reached new highs by the end of fiscal year 2022, 
building on record gains the year before. Over the last two fiscal years, higher-than-

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgZQZW17LZW62DyxYzW5xQXWH21SdYcW6gMkSW1K-ZCjW88W3Lm752SFVW6Qp_Xy99KxgwW8tF3HK5KdlyhW5Mnb40797lQSW4fhg732YNmJzVzSPM-28sfNgW6Ftr847JC9nWW8mtpJG5Xhd6lW8wcf3q623TpXVDN-6j8nvvKvW3NdjTt8k0BWtW1mWDPR2Yb-GrVswQRT8-Gj25W4BWvt38ZnDZJN4sJqQvcbVBVW5NM9hd8TJKPNN72zQvSGFgTZW46DHQn235w6kW70nC-M1wFGSX39mJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgXz2W6S7bjr6z94zZW6cbCYB4JYDSKW6M5dD95Gx9r1N4YFf6B6K-8RW3Q7yCt2d2lzFW1_FcMg31jFrTW3JgGTT4g2kgrW8Lf8Vc2YvlXHW1RRcww5nPs_0W4SYQgp72H6z4N12CtmLbjVzNW4KpDjh1NQHQLW42gdYB5xSyw7W5JgbBp267mVyW4H9n3n4584r_W4C6cq07bTnZ7W4R6YC35NTL07W6N_m_X5R2lhdW346Z655LFCy1W10_yKP8j_jTMW8GWHlN5r6r0rW5623gf3sY6rd35Bw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgSyBW4csDZY8k1RCQW3k1SzL5tT0RfW5ys6pr8BrGWQW7_XMVR3XNSNFVbB4yy8wxn05W4wCZ_515VBvRW3tRWx14-njzDW1zKJkb8hgTMgVPZtzJ8hrWdpW6dCS-q1cDV3kW8fHm8Z2nTqkFW1611MN3wSjZyW5_L2m_3CXhlrVqYW2z1NbfJVW37b_wL3pNmr2W7BDzf66zTk4TN8t2c4LGfV-MW6-8X3l3lkc3hW7-GJdR2hQq1kW8FD_bQ36nrMYW3KYzkn77f1bpN5pWg7Lt2f8s38c41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgMHkW8FnYq11Jfl4RW89cpNb5kfV3NW8QQ6bX8qDjhpW2CK0xv2_Y3t2W3PQndJ25VDTTW2w9GG_5wx6yBW2YjSNP10nVHWW15rMmV4k15GvW2wYg7Y1HMPMZW17HkX88LFyVNW2shV-959-v2QW3gnF976K0J3dW84C56T17Ngr7W9b5BHC7SYsHVW89q-GW96wHjtVrhHdW2QMwrLW4Txl121YSsV7MhT_SMgz_P7W150PbF1smp89W8sxTSn46ntMTW66Ckfm3_HGTrW5h4Crj513MHw3qhz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgMLWW5fbKk57SwVGvW4-l-Hh3JBYkTN1dlRQrMqpvLW3VN5cH80cB4RW5-2BMJ5PBHylVB1R4p7B-5mFW7HJvBh8BRlClW51jRFb7cvrrlVmSBKt7d5SC4W3ZDXCd26fLrPW6dGCNx6gd2CnV4k6Yj58jl2jW26p1qf5kJlv9W6xSWFF1l1k05W2zqBWS92msHxW2BqZC93tS7cCN4GGH-MVV9lGVg7B3Y2B6L7ZW5Zz6bD1XSbTbW7_X1q799ww9gW6Mnr193hxYVKW3tL6J98V9JSl39Cg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgCM5W6vzjZT3Bqt4_W8_mC4f3tL44dW8v6ggn1Q9FBFW2BvJJ54XZrCcW54wMfl1P9TpNW4_2lV-5vk-BWW1FWQGC49w1l7W2L0r1g84g0W1W2mrC-y3rbvp1W2G546h2YK_JqW2Ts7th4Jrd5YN5jNlMhj-bYDW2RtRCG7MJtB9W6LGNSK5ndKzJN5PSFL14kgklW8ZZ0tS6RnsmSW3Pf7Zk8K647rW4VzdXP4L5MVpW766QK68fPpBrW2xNFfx93Py85W8tmS-K4CXyqHW368b-Q106q813lHk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgX3mW4CXl-t26FxqRW2JvQh49m3fdZN6JtkcsS89dPW18j7Gk3R7hKYW3r2h4P6QwJjqW4VnbcV1Kv5qRW8dmcWB11tCqMW4Yb5QW2Wg95GW3K3WqH5pRn-pW3g08MP14-jwZW2J73Qs5K6HqDW5zxTFw5j6G75W2ZrlTQ8w9T2mD7bXbN2FJ8W2MCKn07qsL-KN3_cm6G5Jc7LW3lXHBJ67gdLdW6NKgww6VSlK0VfVg9M7-yFFwW8N-gqc5nLbxlW1YF2zB5QJLHJW7WMSrZ7MpYXz3m_F1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgQ9rW3MP5mY2cwrmGW1D7ksb1vqnBMW7VWTf71D8ZgLVCr_WY5S9wRfW2rVPvd1FNbTmW4QXPmg4ShLmvW8D1cQ38xJRFHW860WFT56kzvmW8dyqYL3f3sBVW6whsZX3rB161W7028BX3h--QtMXH17W5M0KwW6JyhSp5PHXgXW7FBGzk2WHFCjW7DK-G95r9LGlW6y2PfT7dDXd6VDLK347rthjSN6nX-F868jW0W3HSHRn4-FfBkW8ymlRF86V5DnMsHKhHX8VR6W3gysPC1JNMmf35LX1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgMH7W1_cxx46r4C7bW1C5rWQ5fs2cgW9gRP3_3GY1QpW8_Tckq6TvjBMW49kS_P51zlzmW1cMB3t33T99BW6kb0nP3Lh45RW98FHny2kmDsKW322Pc5497p3fN20r12J7jQ53W6mD3F88BXWb5W39gs6P7blxjLW8FQXt_9kT7NSW5GxSWz6ZYt3cW56P2rg46D7rhW1hptnS590PjKN8f8_zDpdVw6W8WdZqc8jW8SWW5FmDKQ1DH0S1W6BNSnT9bZc-GW3tRgmQ2nJJ88VFlHMF5RRnQY35bp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYww5nKv5V3Zsc37CgNB_W1BkMsd6331WyW7_7Clm14sd3nW78bWTD7knfLVW3jbXCR7Lpk4WN2CnSHDZZ8nsVZN1r62yBW82W56wLtK89mRhhW4663d795KMRDW1lgyyr4f_BL-VL7nwX25J4TJN2qfYgcj2T_GW9dQPlh8blS-tW7yktYl7bFxHCW2jVjpJ8m89P5W8Hwtc44MC75JW441fzm6shdDPW8YDbnh1R0_zmW1Bfr3w1K9Kn_W883Rhg1jmH23W4L2KlH3YtFXSW8Lc22_6N5nqwW26bpbM2yvDM_W6CQPwN2Phn4kW7XqbFm1jdbLnW3nVBX_45LCKSW8qCYJj8dg50pW2P7WfG4vqR7mW2g3jSD7mM6mvW3Tbnlr8ZT_HmW5l2CmH5gy4GxW7w8qyF4wXmgzN4DMPX3VyLRM38QK1
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forecasted revenue and other temporary factors have helped spur widespread growth in 
rainy day funds, which are an essential fiscal tool that helps states weather the ups and 
downs of the business cycle.” 

 

Calendars 
  
US: Tues: ISM Manufacturing & Price Indexes 49.9/53.0; Construction Spending -0.5%; 
Job Openings 10.00m; API Weekly Crude Oil Stocks; OPEC Meeting. Wed: ADP Nonfarm 
Employment 193k; MBA Mortgage Applications; Crude Oil Inventories & Gasoline 
Production; FOMC Interest Rate Decision 4.00%; FOMC Press Conference. (Bloomberg 
estimates) 
  
Global: Tues: UK M-PMI 45.8; Buch. Wed: Eurozone, Germany, France 
46.6/45.7/47.4/46.9/47.5; Germany Unemployment Employment Change & Unemployment 
Rate 15k/5.5%; Germany Trade Balance  0.7b; China NM-PMI 49.2; Wuermeling; Nagel. 
(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 fourth straight week. LargeCap’s forward earnings has fallen in 11 of the 
18 weeks since it peaked at a record high in late June. Over the same time period, 
MidCap’s has dropped 12 times, and SmallCap’s has moved lower 11 times. For an 18th 
straight week, none of these three indexes had forward earnings at a record high. 
LargeCap’s is at a seven-month low and 2.7% below its record high at the end of June. 
MidCap’s is at a six-month low and 3.5% below its record high in early June; and 
SmallCap’s is at a six-month low and 3.4% 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 7.4% y/y from 8.5%; 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 16.4% y/y from 16.8%. 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 20-month low of 12.9% y/y from 13.9%. 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. 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7Cgz-_W168_CM8NCNp3W96FnlP7Q7psSV2xcwF9lLpJHW27F6wZ6FQDypVZ2GQn5sp2CzN3_7gnV4LK50W1yLG_w6sD_MnW7gdvGf5yKgN1N6dNbHb1BRpSW60q8tJ4Kk74CW7SdNr48ZHZHTW8s14739jhgC4W7F7XPD61MsM_W3HFY327NQb5-VKJQ1H26p7svW1TZjzL6nst0sW4lYBtk26fGJ_W47y5FL43LbM2W6QFCjd2rzQs7W8WmV8j3HfCfrW8wQfKN9hV-RNW3dzwGF7SpHtR36td1
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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 
(6.3%, 6.6%), MidCap (14.3, 0.2), and SmallCap (10.8, 6.2). 
  
S&P 500/400/600 Valuation (link): Valuations moved higher for a second straight week 
after falling in six of the prior 10 weeks. LargeCap’s forward P/E jumped 0.8pt to 16.8 from 
15.9, and is now 1.7pt 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 0.6pt w/w to 12.6 from 12.0, 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 0.8pt w/w to 12.1 from 11.3, up from a 14-year low of 10.6 
at the end of September. 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 115th straight week. That’s the longest stretch at a discount since 1999-
2002; SmallCap’s current 28% reading is near its biggest discount since February 2001. 
SmallCap’s P/E has been mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E 
relative to MidCap’s, it was at a discount for a 72nd straight week; the current 4% discount 
is up from a 9% discount in December but remains near its lows during 2000-01. 
  
S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022, and the 
declines have accelerated for Q3-2022. In the latest week, the Q3-2022 S&P 500 earnings-
per-share forecast dropped 36 cents w/w to $54.78 due to negative earnings surprises, and 
is now 7.9% below its $59.49 forecast at the start of the quarter. Analysts expect S&P 500 
earnings growth to weaken to 1.7% y/y on a frozen actual basis and 4.1% on a pro forma 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7Cg-LnW3YFNl16dq_rsN8R77r8wZRs7W7byXn04H-VSzVrZVkQ8J7tFZN47kW4MkMlcbW1Hwy4w4yYpH9W2MwGfR8ct4xxW6s5Cbk4JbcD-W8sxJSz31Wx9sN9fwk3hzYdK1W7DF49s5GTCSRVMqdK_1sBftZW1kT9hl5GhF54W2f_Mqy482kg-W8vxL_w5YLMqLW94Q5lJ7vJLT9W4xL0mG7hgxvtW3VBPVV2bMd5lW1QRf1f4nw9GgW4tv6BF3cn6T8W3Py-nZ379h_GW6_sVkv4YNLvT37_Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxJ3q905V1-WJV7CgVKYW3t8xj44rNctvMwRRZ5PkLV_W3Rzm5D5VRxrGVTyncj1gmk6lW4wFmlX8VmgD9W3x4c022RJQTtW5cv5dy7p4vRsW6r8rWx7xgtXnW5ZdXqy8hh_96W3ZhCGz8YfSpNW7GLsW64CWFQ4W1dv0Xh97QpW6W15VqXT3WlCPPW1FLYmh5kFhtnW4f22K32zLtprW5PVkjQ7jvl2BW5q4J362mJf_4Vy4hMv7K2STRVK2g0P10ZhvRW7gFHK316QSRMW82NKSq8V-CBNW7fwXTG7SFTXqW26Zp8j4zwr12W7-1tyv7ZmrQ034FB1
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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 (135.7% in Q3-2022 versus 295.5% 
in Q2-2022), Industrials (19.3, 31.6), Consumer Discretionary (16.7, -12.1), Real Estate 
(14.1, 13.1), S&P 500 (4.1, 8.4), Consumer Staples (-0.2, 2.2), Information Technology (-
1.2, 1.5), Health Care (-2.2, 8.7), Utilities (-7.2, -3.7), Materials (-7.8, 17.5), Financials (-
16.1, -19.3), and Communication Services (-20.9, -20.3). 
  
S&P 500 Q3 Earnings Season Monitor (link): The Q3-2022 earnings season is off to the 
poorest start of a quarterly reporting season since Q1-2020, assessed by the four surprise 
metrics we measure for both earnings and revenues. With over 53% 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 only 3.9%. At the same 
point during the Q2 season, revenues were 1.8% above forecast and earnings had beaten 
estimates by 5.4%. For the 267 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 267 reporters so far collectively has a y/y revenue 
gain of 11.4% but an earnings gain of only 3.2%, as higher costs are pressuring profit 
margins. Just 67% of the Q3 reporters so far has reported a positive revenue surprise, and 
72% has beaten earnings forecasts. Furthermore, significantly fewer companies have 
reported positive y/y earnings growth in Q3 (60%) than positive y/y revenue growth (80%). 
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. 

 

US Economic Indicators 
  
Regional M-PMIs (link): Five Fed districts (New York, Philadelphia, Richmond, Kansas 
City, and Dallas) have reported on manufacturing activity for October and show the 
manufacturing sector continued to contract, with manufacturing activity falling at double 
September’s pace, deteriorating from -5.5 to -10.8—the weakest rate since May 2020. 
Manufacturing activity in both the Dallas (to -19.4 from -17.2) and New York (to -9.1 from -

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgSmnW8q0c7g57Zm3lW2D_-ck3NXjJ5W4LV5vm3hc224W18lXsV3LkB09W9cWkRR34WJ4WN6pKcqKTHWv4W7f_4hR7khjsZW4-1JQz4MBJ5QW1WzqGW4_mpBPW8Xcwp_4Ny6HxW2lKD7h4sG5G1W5pdvTS26TFXzW8z2VDF54jRbfW1yhw4s8jm50YW5xMyZH2MMvYpW7QpBcF6w0cybW59m6T96gXkFCW8zjRsW45Q8qbW6kxJJ434nG7dW5CHxZL6P8k9bW2xkCcs3vt5MwW70v5FW7DqdrL31qH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxJ3q905V1-WJV7CgXXwW2jDj6D2-b6YDVzJXKT2mWS3WW7hM36T1CvfW6W3ZGFLn44FL9bW4j2_hb2P6tftW8lBzM72CFQNKMxFpDY8MpHSVCym8s8tr_19W5-00RG73xzFbW7MTmkp8kg0tQW1vd2hh7gxf_cW53HVpq6z5432W6S081n4R4j7yW1wzx-D8nfDjRW4ZyJdS72DVLWW2_nWVb2HX9SRW3K4MsL7QJsMyW4W09nJ8lpYhkN5tBSyl4Lbs7W8BMcHn5SSg-0N3L8R-WQW23GW5jWb6D8bgf-VW5QPzTC42HxxdW8XqRbt38pvdH3fmr1
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1.5) regions declined at a faster pace, while Philadelphia’s (-8.7 from -9.9) activity 
contracted at a comparable pace to September’s, 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, while Kansas City’s (-7.0 from 1.0) fell into 
contractionary territory for the first time since May 2020. New orders (-11.8 from -8.5) was in 
negative territory for the fifth 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 Dallas (-8.8 from -6.4) and Kansas City (-16.0 from -11.0) orders 
both declined at a faster pace than September’s. Meanwhile, orders in the Philadelphia (-
15.9 from -17.6) area fell at a slightly slower rate than in September, while New York’s 
(unchanged 3.7) continued to rise at a sluggish pace. Employment (11.3 from 9.3) 
continued to climb in October, holding at a fairly steady pace. Factories in the Philadelphia 
(28.5 from 12.0) region hired at more than double September’s pace, while rates in the 
Dallas (17.1 from 15.0) and New York (7.7 from 9.7) regions held relatively steady, though 
Dallas’ pace was more than double New York’s. Hiring in the Richmond region was at a 
standstill for the second month, unchanged at 0.0, while Kansas City’s (3.0 from 10.0) was 
at a near standstill.  
  
Regional Prices Paid & Received Measures (link): We now have prices-paid and -
received data for October from the New York, Philadelphia, Richmond, Dallas, and Kansas 
City regions. (Note: The New York, Philadelphia, Dallas, and Kansas City 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.) The prices-
paid measure accelerated a bit to 54.2 after easing steadily from 87.5 in April to 50.2 in 
September. The New York region’s index picked up slightly to 48.6 in October 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. Kansas City’s measure 
eased to a 25-month low of 26.0, down from a recent high of 83.0 in April and a record-high 
88.0 last May, while Dallas’ (32.0 from 37.1) slowed to a two-year low, down considerably 
from last November’s record high of 83.3. Turning to the prices-received measure, it was 
unchanged at September’s 18-month low of 35.0 in October, down from a recent peak of 
60.6 in March. Regionally, 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 after 
easing from 93.1 to 76.6 in September. In the meantime, New York’s prices-received 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjM8z8yK2skW44jBLQ5j9nhTW4nNzqf4RR2MVN2nfYxp3q8_QV1-WJV7CgPyvM-xHXqzrdBPW2SVJ9s8dz0v_W4d8wVX2wW6kSW7nQ18b1J9R0wW6_HNTv4HPC1gW2GsK8T19307sW43cV275YtQxyW6N7dVs4QndnmW1GJ1_926TY6MN29m3lB-g6zQW4cNV0X6KYDjKW17Pr117KwV5DW42KM-J83PrbKW53mm7h6GVBynN4tKymFty3YZW88NFvc4HDbTjW81yR2q2HwFdDW4_RDmM5HbX9xW8ZpwtC54nfmpW12_3LN5G5Z3JN4dZZsmwJ96ZW42B6mN1Mx48b3q6w1
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measure slowed to a 21-month low of 22.9, down from its record high of 56.1 in March. 
Kansas City’s gauge slowed to a 22-month low of 13.0 since matching its record high of 
57.0 in April, while Dallas’ ticked up to 22.2 after easing steadily from 47.8 in April to a 20-
month low of 18.1 in September; it was at a record-high 50.9 a year ago.  

 

Global Economic Indicators 
  
Eurozone CPI Flash Estimates (link): The headline CPI rate for October is expected to 
accelerate to yet another new record high of 10.7% y/y, according to its flash estimate, up 
from 9.9% in September and 6.6ppts above last October’s 4.1%. For perspective, the rate 
was as low as at -0.3% at the end of 2020. Looking at the main components, once again 
energy is forecast to record the largest gain, accelerating for the second month to 41.9% 
y/y, after slowing from 42.0% in June to 38.6% by August; the rate was at a record high of 
44.3% in March. The rate for food, alcohol & tobacco is predicted to soar to a record-high 
13.1% in October—accelerating steadily from June 2021’s 0.5%—while the rate for non-
energy industrial goods is forecast to reach a new record high of 6.0%. The services rate is 
expected to pick up to 4.4% y/y—the highest since the end of 1993. Of the top four 
Eurozone economies, rates for Italy (12.8% y/y) and Germany (11.6) are forecast to be 
above the Eurozone’s rate of 10.7%, with both accelerating to new record highs. 
Meanwhile, rates in Spain (7.3) and France (7.1) are predicted to be below the Eurozone’s 
expected rate of 10.7%, with Spain’s rate continuing to ease from its record high of 10.7% in 
July and France’s accelerating to a new record high.  
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