
 

 
 

 
MORNING BRIEFING 
November 7, 2022 
 
Powell Is From Mars, Brainard Is From Venus 
 
 
 
 
 
 
 
 
 
 
 
 
 

YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. You 
will receive an email with the link to the webinar one hour before showtime. Replays of the 
Monday webinars are available here. 
  
Strategy I: Midterms. The Republicans are likely to win a majority in the House and maybe 
even in the Senate as a result of Tuesday’s congressional midterm elections. The clear 
winner would be our constitutional system of checks and balances, otherwise known as 
“gridlock.” The Democrats are warning the voters that such an outcome would be “a threat 
to our democracy.” The Republicans are countering that the Democrats are the ones posing 
the greatest threat to our democracy. Hopefully, the electorate will remain calm but be 
motivated to vote to demonstrate to both sides that our democracy remains very much 
intact. So go vote on Tuesday. 
  
The stock market might have started to vote early in anticipation of the midterms. The S&P 
500 is up 5.4% since it bottomed on October 12 (Fig. 1). The jury is out, but Joe and I think 
the bear market in the S&P 500 might have hit its ultimate bottom on that day, when it 
closed at 3577, down 25.4% from its record high on January 3. 
  
Recognizing that “it ain’t over ’til it’s over,” as Yogi Berra once observed, let’s say that the 
latest bear market lasted 282 days (Fig. 2). That compares favorably with the average bear 
market: Since 1929, the prior 22 bear markets (including the brief 2020 pandemic selloff) 
lasted 341 days on average, with the S&P 500 falling 36.6% on average (Table 1). Those 
were mostly associated with hard landings in the economy, of course. 

 
Check out the accompanying chart collection. 
  
Executive Summary: Has the stock market been voting early? It‘s up 5% since the S&P 500’s 
October 12 bottom—which may turn out to be the bear market’s ultimate bottom. Tomorrow’s midterm 
elections may further boost stock prices in coming months if history is a guide. Our soft-landing 
economic outlook, if it pans out (60% subjective odds), may be another wind at the stock market’s 
back. … A headwind last week was Fed Chair Powell’s peak hawkishness, but we expect to hear 
counterbalancing views from other Fed officials now that their quiet period is over. … Much now—both 
the economic and financial market outlooks—hinges on inflation reports in coming months. ... On 
inflation, Brainard makes sense. ... And: Dr. Ed reviews “Don’t Worry Darling” (+ +). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgKb4W2fFqWW1kb68wW8SzjT66Q6hHWW5kswKs6lzhJxMz0D_R6NRfXW7Fj-jT1LqmSRW3TDszR4HL1FtW859KHv2YmK4KW4ZCmZV16rYVlN5bqfGQ4jh5WW7JfhKp9bq3FTW4cJkq41LD553W6-8hrB6vGc_PW7qR26b6FWYxFW3D7Mb64-6gSwW6jW3YV2xW51mVlgmwM7zmpJhW5HB6cL5jVpX_W3fBK7c1LFCH3W72VvYb52hXS_W1GQRdw1kXDsjW2Tv4mm2mtXYzW3T7FqC3xF-pc3fYV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgWQtMK60h15LZnqW6cblQ97hKvT4W4xLh_D6xrx9NN6SV7j7zmHp9W23ZcDy3hLnMQW7d2Zp49crzMYW77T9w55n9S4jVlfQzL3V94D7W35GSny7mxDB9W8XLKm97g2ZgLW7pR-bF2fhYjJW3tD_VQ7BwgTtW3K02m14yZ_cVW6Snh9S4MhDLYW6_f5sn780YpqW5ykwK06MwVwfW6_Fp9N2NNRlyW3lj4Tk56rl6ZW8DKS5s4zTKCbW5snvCp9d13ZxW70C1Z18tm_cqW2plTH12hLMvb38061
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgXDYW5Wn5fv59jyhvV1nBD48RwWzWW8dZKp65k-ZPQW7nslVF2VB8qtVvBHT42Wl5QMW2jXrGS5XjB1hW4nnxpD8Bn4LLW46B3bv7PhfwBW7R9ymn7SBKHGN26c4wTwHBtPW8ZGh622fJT8PW41PCcJ2XJdjxW6jtzXq9g2LdwN5pyMt-DvsC8W8jbCpd7YQgDQW8zndch71jNQSW94kNBk2W6fXGVtr0f-7r9tzjN4y7PKsmK2tzN67JwjK_2KndW40Wsnf3Mrp07W2qJ75H7ZPkCc32Y61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XZ3q905V1-WJV7CgCS5W50fyq88Xpy-wW1NLzMY2kjpGrN2Z2Hfv3KkbVW16W41T90QlnRW35cV3s3-PkhGN7ggynnHRWQbVgcJfY86hP3QW6_jrgg98dSlLVcwgld4kmYdLVJR0J462V9VnN3Q9NqyNsFshN8GmQVnSq9KLW69N7Y67x-Z8VW5DxNf18qLZRSW6km_351Dp--TW2FPcmT8Vgd2RN34zLM19R8rHW1ctLyD45D8YMW2hWDcT3By59jVzRZS-3ybzKDW8nQwxL2wZPZHW6xg4DC8QCVnPW12rlJ847rZ-3W8gbWJD3944-y341x1
https://www.yardeni.com/pub/cc_20221107.pdf
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We are expecting a soft landing for the economy this time, which is why we think that the 
bear market might have bottomed. We are still assigning a 60% probability to this scenario 
and a 40% probability to a hard-landing one. 
  
In addition, we’ve noted that the stock market has a strong tendency to perform well 
following midterm elections. Since 1942, during each of the 3-month, 6-month, and 12-
month periods following each of the 20 midterms, the S&P 500 was up on average by 7.6%, 
14.1%, and 14.9% (Fig. 3 and Fig. 4). That’s irrespective of the actual election outcome. 
  
By our count, during periods of a unified government, when one party controlled the White 
House and both houses of Congress, the S&P 500 rose on average 9.5% per year under 
Democrat administrations and 13.0% under Republican ones since 1933 (Fig. 5). During 
periods of a divided government, the S&P 500 rose 7.5% per year. Since 1933, there have 
been three instances when the Republicans ruled the unified government and seven 
instances when the Democrats did. Altogether, the government was unified under 
Republicans for 8 years, unified under Democrats for 36 years, and divided for 46 years. 
  
By the way, the amount of federal debt outstanding has risen during periods of both unified 
and divided government (Fig. 6). The two parties may fight over federal spending and 
taxation issues, but they can always agree on paying for budget deficits by issuing more 
debt. Enabling their fiscal excesses in recent years has been the ultra-easy monetary 
policies of the Federal Reserve. However, the excessively stimulative mix of fiscal and 
monetary policies in response to the pandemic caused inflation to soar, forcing the Fed to 
raise interest rates significantly. 
  
As a result, the 12-month sum of the net interest paid by the federal government has 
jumped from $384 billion just before the pandemic in February 2020 to a record high of 
$475 billion during September (Fig. 7). We calculate that the federal government is currently 
paying about 2.0% interest on its debt. That average interest rate can only go up from here. 
At 3.0% or 4.0%, the net interest cost would rise to $729 billion or $972 billion (Fig. 8). 
  
Helping to offset that rapidly rising cost is inflation, which is boosting federal tax revenues 
(Fig. 9). The 12-month sum of federal government receipts has increased by $1.35 trillion 
since February 2020 to a record $4.90 trillion through September of this year. 
  
The liberal-leaning media is warning that if the Republicans win a majority in either the 
House or the Senate or both, the result is likely to be chaos. For example, on October 10, 
MSNBC’s Steve Benen, a producer for The Rachel Maddow Show, warned “Republicans 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgD0WW198XkZ2dqX4ZW7Bmv322qdqvtW42fRnx5Nvr0xW6_d-1z85YgXHW7pzjyf4HmzvrN253L7W-H2NKW2lm4w691ww59W3WyPCf3n8YP0W5Pgmwv3h0r9XW7HMBdv3tJP2RW2x0mpw8RGgyMW4rsfBM8N2WDwW63BM7f1FgSdzW2HGqF0922hswV1HtVx5hkZRXW8PRdvS3LtnyzW7ppwLb1m3dTQW3BQ1C785SxbRW39N18X7b1J5PW42sFXf8_1yYXW834jP98YFrkBW1rWkBX1-LjZb3npG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgDJvW247KdW8jkKHFW1ksBHJ2dpGJzVRrjXb5VY8jjW2MPgkf6PxtlqN2DtsrvS1WGBW8prhd684m-5tVtq7MZ47Y005W8G3MJ22sC73GVwF4jv2vvfgyW83v57G3lWHh7W8WDjww2fTj8pN2-mwr0FZMW2W8R2SJ_6-mcKgVwgd688-8X25VYns2r5NMgLNW41Jk5f3KxgPzW20Hwv955VnL_W95bXgR5hQB1kW6pDG_G6j4KhWW5DLh0v98FXPQW8_cWFL1qjpDnW7jXHbc2hMp9L3dXN1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgRV2VZ9zdj22t-hnVRSxff3yZYTWW5MCYCp74d95QW2zs3-75P4k2vW7LhBSR17b9fgW1crkLG5QmTJqN1Wk2XSTR39KW6Zczmc6lMKx6W14kvsr2kzFNZW1hGHzV7WV9fCW1FkG2c2XKXgTW3PqVff1lMdKVW7V_QBp2TdMjwW46LLNk5Tp7QKW1DWD1h5-XS-xW87JVtC6CSmvPV2Hl2y1NqN3bVnRR6l3F4ddhW5srfYJ8Q9f8tW6Smyyw5QqGrRW12bjrD8_PX5KW7LbT9C5wtf-H3nfl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgLHvN1QfqCtkg2LkW4sQp1k8j_tPFW5rwYvC1NWcQKW2ChjVN7M7wgkW4QbhMV604zTYVZVX2L8SCSxsW6FnLY41LyX2WW3RFVLS2Jxd-yN8B0XrCH5VdZW3w0GC315D_YVN4Z_rJybtPZ9W1vfjXD1CkwPHW2KpM3t7cxHVRW3qCssq73HgrjW6CfSsg2J8RnxW1HvZYp8YlYwgW8Tq56y6VcY2fVbdn1S7PQ7LjW7tsQmY8XZVDtW1XprFF21lCLMW22PFCC8vnv4fW2Tzg024Csbz_161
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgXHQW92HCbl5-KsdvW5tNqS53KTbGgW93cf6j5mVhvbW3lXD896f_yRqW8cPNCC2c9GPkV7ScNT73qG5PW7bmP3j14bXmCN6PZGgZb0hZmW5-Z2LR2_FhjLW9cg3nF7gHt1kVqnfQX7z8QhnW85TyXc1BwYQmVP5gtT6R3G0PW6QYm2T2x2ZrzVt8VCd8jCf2pV6LfBP3M-J4nW2-q-207hSFQzW2j_nl_5BSYfBW2ndTMG8hgMNWW7dTckk5qLBHLVyjB8h6sxd1QW9bH4YJ9kT2q83fFT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgFgxW5wlHqd3fFD9-W2VJ0Mk6bhHcCW2LDTcY4NHz3pW8nP3hQ6NVY5_Vsvcxj52ZRXKV9fZRy3QjGsVW70W_8T8WmZGNN990n72zjyH2N3qFT8-gNcm5W6ZdtpW8KwwhJMcQv15tNmcTW3wCHjH5HXl-cN4T1GcjkFjNbN4bLnZ09SdqnW3c1pfM6j99tBW7xnRV84npYTKW42bJxf8whZmpW8rldnw2mlFhmVDj2K22Lb3BMN50gTPfksKl5W2W-W9l4m0h00W4qwBv94S3TvG3lPd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgVMxN5bZ86HZDhT0W2tdb-f5lFr1PW5mr1JQ7snJYkW6Z4tD73f9hz1W1qFrRM6Kp_80V3l2Qx6w9MBRW7tKhPK8vgJ49W7GWTyl2XYL3XW6jTW3911dlZzN3xTDN-_WzwnW20VsS75HRVrKW9cr4dD3zLGrrW1WxHv85Vpj08W7pkckf1d8Mc_V6b9w982tfV-W2mShC42mvCkZN2YQNHHn_XqlW8dB5bM7cQcJ5W3gYYck5QgqcWW2_-t9D5tDY-9W23Bx3R6q6b8NVJRs1D3HgNrp3nHx1
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aren’t thinking about governing, per se. Rather, GOP leaders are likely to focus on gridlock, 
impeachment crusades, and extensive hearings into assorted conspiracy theories.” The 
conservative-leaning The Washington Times reported on October 10 that “Republican 
Senate candidate Blake Masters said if Arizona voters elect him, he is prepared to shut 
down the government to force President Biden to reverse course on his border policies.” 
  
Gridlock is likely to be less bullish for stocks if it exacerbates the extreme partisanship that 
is increasingly dividing our country. Nevertheless, we have often observed that it’s amazing 
how well the US economy and stock market perform over time despite Washington’s 
meddling and madness. 
  
Strategy II: Powell & the Others. The S&P 500 fell 3.5% over the course of Wednesday 
and Thursday last week, mostly following Fed Chair Jerome Powell’s hawkish press 
conference on Wednesday afternoon. It then rose 1.4% on Friday to close at 3770, still 
above the June 16 low of 3666 and the October 12 low of 3577. 
  
Powell’s presser reflected the peak pessimism and hawkishness he has shown so far. He 
seems to have joined the hard-landing camp, concluding that the only way to bring inflation 
down is with a recession. When asked about whether the path to a soft landing has 
narrowed, he said “to the extent [interest] rates have to go higher and stay higher for longer 
[it] becomes harder to see the path, [so] it's narrowed.” 
  
During his presser, Powell presented his one-man “dot plot,” implying that the median 
forecast for the federal funds rate in September’s FOMC Summary of Economic Projections 
(SEP) will be revised up in December’s SEP. (See also the actual dot plot, Figure 2 here.) 
He said, “[W]e think we have a ways to go, we have some ground to cover with interest 
rates … before we get to that level of interest rates that we think is sufficiently restrictive.” 
He added, “[W]e still have some ways to go, and incoming data since our last meeting 
suggest that the ultimate level of interest rates will be higher than previously expected.” The 
phrase “ways to go” appeared four times in Powell’s presser. 
  
Melissa and I think that Powell’s hawkishness may not reflect the views of other Fed 
officials. Consider the following: 
  
(1) Powell’s hawkishness contrasted with the more nuanced language in the FOMC’s 
statement: “In determining the pace of future increases in the target range, the Committee 
will take into account the cumulative tightening of monetary policy, the lags with which 
monetary policy affects economic activity and inflation, and economic and financial 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_Yf3q90pV1-WJV7CgTwCW6149g94XDvCYW2NBKCS63d7zVN3nhbWGp0_CZW1W5bB66npQZtN74MnxFzt0HkW1w4Q7L5C7Y1dW56yFg06lzVl-Tc5FP5NWvNXW2-Sjnc1vcW8HW8L-0xq55J7cFW1SvdgS6c_WQWW603HLz32S-bcW3s5qmQ11QR5rW5b09mr5Br4HHN8JLrlmvZBh5W7p4rfW3Yg5-nW7D1DWz80kfLYW7Mc8pL1LsJSlN1FHCtn4F4frW7zGK9y7CvP6dVrDS4D8z0RkxW5f8gX_4TvfS3W1LG28B8fQ4_mW8t3_574RkwkdW8nG91Q5Z1gSPW92rfBx7CHTqs38zp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_Yf3q90pV1-WJV7CgTwCW6149g94XDvCYW2NBKCS63d7zVN3nhbWGp0_CZW1W5bB66npQZtN74MnxFzt0HkW1w4Q7L5C7Y1dW56yFg06lzVl-Tc5FP5NWvNXW2-Sjnc1vcW8HW8L-0xq55J7cFW1SvdgS6c_WQWW603HLz32S-bcW3s5qmQ11QR5rW5b09mr5Br4HHN8JLrlmvZBh5W7p4rfW3Yg5-nW7D1DWz80kfLYW7Mc8pL1LsJSlN1FHCtn4F4frW7zGK9y7CvP6dVrDS4D8z0RkxW5f8gX_4TvfS3W1LG28B8fQ4_mW8t3_574RkwkdW8nG91Q5Z1gSPW92rfBx7CHTqs38zp1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XZ3q905V1-WJV7CgDTcVZmDp43_mMSwW3Xj95W144P9rW4G7q7l2JKTHrW1HxzpR27z29NW78ZYf361XZhvW2TBjfV2f0hnlW8DtCW08LrF4RW4_tMHb1JH6__W6RVVj52Kpq61N2JKDfYFWRYBW3tVnFJ76Z04vW7J-Rmm5NRy4pW2xf7ct6Wx7_dW78txzl52-PBjW6WsBCt1GSQQjF1P4K3w4q1jW3N77S96RHVMrVsQ2SR4PcWXTW5t0nJ38HCM8YW90s3068F_71BW52pQ5v1X78mLW7bl7cP139YSmW8rhM7J21fL8_W3rg8k_5lHvvf3h8b1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_Yf3q90pV1-WJV7CgLhDW2hZCpN63TQkZW8cCWG-6Lsv9tW62cVg774xB9VW6MScKj5M4gLnW3fsyrG53TCc2F56gg925HwCW4lflTP7gxCyNW32xVVP1FGYssW44cXPK8xT19xW5_3WjR1gb1X4W7jSh2l5-CTLpW2v6gfD7yYG4GW7HrMBv25L6J1W7_9mrl8dzQ_WW6XBD7w3lrFn_W7BdvTp3Rhbl5W1ZmBcT7qWBc6W5CfgMV6BpwVNW3kNSHz4GxBx3W6Ms3zW660rl2W36HXHq8vwRvQW7mbwzQ1d8MpRW1kfjw59fSBSQW2kqS8Y7xqhrTVkMZ6K7BtN47W4nPTSC45-mRZ321V1
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developments.” 
  
(2) That language is nearly identical to language that Fed Vice Chair Lael Brainard used in 
talking about tightening monetary policy in an October 10 speech: “We are starting to see 
the effects in some areas, but it will take some time for the cumulative tightening to transmit 
throughout the economy and to bring inflation down.” At the end, she reiterated: “It will take 
time for the cumulative effect of tighter monetary policy to work through the economy 
broadly and to bring inflation down.” 
  
She also mentioned the lags between monetary policy and the economy that the FOMC 
statement referred to: “The transmission of tighter policy is most evident in highly interest-
sensitive sectors like housing, where mortgage rates have more than doubled year to date 
and house price appreciation has fallen sharply over recent months and is on track to soon 
be flat. In other sectors, lags in transmission mean that policy actions to date will have their 
full effect on activity in coming quarters, and the effect on price setting may take longer.” 
  
(3) The FOMC’s latest blackout period (prohibiting public statements) ended on Friday. 
We’ve been expecting that after it ends, other Fed officials will start pushing back against 
Powell’s extreme hawkishness. Sure enough, the pushback began on Friday: In an 
interview with Federal Reserve Bank of Boston President Susan Collins, the WSJ’s ace Fed 
watcher Nick Timiraos found that she’s optimistic about a soft landing. She said, “We’re 
going to have to tighten further and then hold for some time. I am optimistic that there is a 
pathway that would not require a significant slowdown.” She agrees with Powell that the 
FOMC still has “a ways to go” in tightening monetary policy but favors smaller rate hikes. 
  
Inflation I: More News Ahead. The outlook for almost everything on the economic and 
financial fronts depends on the course of inflation. If it shows more signs of moderating 
soon, then a soft landing will be more likely. In this scenario, interest rates will peak sooner 
rather than later, and the stock market may have bottomed already on October 12. If 
inflation remains higher for longer, then so will interest rates, raising the odds of a hard 
landing and a continuation of the bear market in stocks. 
  
The Santa Claus rally should get a big lift from the midterm elections. However, that won’t 
happen if Fed Chair Powell feels compelled to play the part of the Grinch That Stole 
Christmas because inflation remains troublesome. 
  
The next BIG NUMBER on the inflation front is October’s CPI, which will be released on 
Thursday. Before it comes out, October’s survey of small business owners will be released 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_Yf3q90pV1-WJV7CgQy9W35CJsc8J1Yg-W8377GF5p4G50W8tSWkK2xPdV2W7Q3vJc6SRr-mMFQMv9syShpW2dtD8G76dBbQW2GfcYD3KryHKVcDwHJ7yXPStW3yq6dj3kL_0kW3WHXzs20HDhsW37jBHF1zVgMzW8HCQls751cvCW5vjXWR7nfCMbW2GnZjc22m3CyW1v1jtg8MZ5LyVlCwMY8d0y3GW2gyW5L3hJGskW8FVCdl9h77PsW53Z0nM2kfBGcW4Ml8QY98nrpZW7_9r7n5VXWgYW6nW8S-8brZJDVW50T7989S4rW6zNN4T5cv2DBW1CX6Wp4zCvTwW81WKhf78s2Ft37J61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_YS3q90_V1-WJV7CgSn6W468rQm5SZzrJW8TTyrS3sps22VpcND97DkQ3vW8T4-YN9bH0p4W1Z5Dtr61Ykm2M2QjTQG529-W8KwcF255q0lyW1yYBKS1Y8VjkV3xVsY8Fhkd_W6P11qs50bTSRN8MqzqLJTjSbW2qNbbW12HjshW9fwssP2BpM7KW8sM9vl3_7N78W7YXkrQ1LVRM1W5xR98c3vPbz3N4_3C9_YyHsvW1gSprL6gqVwqW60yhcC7qvq7sW3PNV7H31vZzyW431JvH6VGYnrN3NXc_4K-KV2W6ym89W3ym2vgW7YDchq1KBlZkW7DRkw-6CryL8W2ZhKKT6xG6g6N6FFcVJ8wQthW5CQPG82sx-rJN6-yKQjyBPgFW1H97183pcwpS3mlD1
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on Tuesday. In recent months through September, there have been significant drops in the 
percent of these business owners planning to raise their average selling prices (Fig. 10). 
Let’s see what we know so far about October’s consumer prices: 
  
(1) Goods. The inflation rate of the goods CPI component on a y/y basis is highly correlated 
with the M-PMI’s prices-paid index, pushed forward by three months (Fig. 11). The former 
was up 9.5% during September but has been looking toppy in recent months; its 
relationship with the latter suggests that it should fall close to zero by early next year. 
  
We know that the national pump price of a gallon of gasoline ticked up during October (Fig. 
12). The price of natural gas eased last month. The soaring price of diesel fuel could boost 
the prices of goods as a result of higher transportation costs. On the other hand, the 
wholesale price of used cars fell 10.4% y/y during October. 
  
(2) Services. There’s also a correlation between the services CPI inflation rate and the NM-
PMI’s prices-paid index, but it isn’t as tight as the one between the goods CPI component 
and the M-PMI prices-paid index (Fig. 13). The services CPI inflation rate rose to 7.4% 
during September, the highest since August 1982; the NM-PMI (pushed ahead by 12 
months) suggests that the CPI services inflation rate won’t peak until early next year and 
won’t fall until next summer. We also know that the rent inflation component of the services 
CPI probably won’t even peak until next summer. 
  
October’s employment reports showed that wage inflation, as measured using average 
hourly earnings on a y/y basis, seems to have peaked for both goods-producing and 
services-providing industries, but both remain relatively high, at 4.4% and 4.8% last month 
(Fig. 14 and Fig. 15). The annualized three-month rates through October were 4.1% and 
3.8%, respectively, suggesting further moderation in the y/y measures in coming months. 
  
Inflation II: A Fed Head from Venus vs Mars. During 2020 and 2021, Fed Chair Jerome 
Powell seemed to reside on Venus, where he did all he could to provide the maximum level 
of employment that is “broad-based” and “inclusive” to the Earth’s inhabitants. At the start of 
2022, Powell moved to Mars to fight the “persistent” inflation that resulted here on Earth 
because of his Venusian policies. 
  
Meanwhile, Fed Vice Chair Lael Brainard continues to live on Venus, as we suggested 
above. Powell wants “to keep at it” because the Fed has “a ways to go” to bring inflation 
down. Brainard believes that the Fed may have done enough (or soon will do so) to bring 
inflation down considering that the impact of “cumulative tightening” on the economy 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgBJbW4DcmFR4JJNztW7C8C8D807v5NW3Lxx8n799VsCVTghwk4bF2DmW1ZXgcy8R32tNN2pwg03kvXfBN2bvHHlhWy-hW5l8d0s8LNKGLW1zVRvB1jp87PW2H94tj5WbCC6W2RDL1_2dYRgCW5plDxg4vK6wLW8cWj6q88CvN5W98NGwX92QY4zW6tCs2V8nCWMjW4KBpZv2hs6THW95974z6KbBN_W7hs51S12F9cxW1-DNT92s7McqMLqV70kZ951W3SCWyr3n3Xy3N8rr7WvxZp_73fZL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgGDNW93S2Xt7dCs59VxR6jV1H3yfzW87b7BW1XmTCfN5pxMBDwRjdMW50b1Gp7vhy_qW5K0yhW4_4RzKW258Jbt1bTJzJW72SlJL3vmgJbW7Pvq7T58rRQMW2Kp0Lr1Tb9dXW1vVzd4499B1TW1pSMV98w32bmVSrGcM6pSFbPW56CZDM636hs3N2WG2_Xqwj42N3Y8zGZGkthYW2gNTPH8kcCWxW5HD6jg2Z5HP-W9kd1_34x6bnnW7T2HXp1YhQfZV2RYmx8-4GcKW82f4B_9kz5L43pMn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgYygW4R3Pv58PZkHyW3SglT_6Z7v26VV_TSB4xCdzPW72SLM_2McPnPW2PVbTW2ZP_XDW6Zygl03hwSb9W73FP2p4-8rfZN1LpF9xfDYyPW6M7_j75LzZd8W1Ytn579gmgWbW15grJN6TWWnjW665sNj8KD1VjVqZ-Yl2W9jm1V2F-Jj2wV2QVW5lLQbm2CQNLtVF83K-2ys8-qW6-77Cy844jQTN6CKqdl2mtFsW2VdMky5LvDC7W5zTTK22ynsVfW5cvfCH3V44tNW32cws_6lbN4H3p4G1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgYygW4R3Pv58PZkHyW3SglT_6Z7v26VV_TSB4xCdzPW72SLM_2McPnPW2PVbTW2ZP_XDW6Zygl03hwSb9W73FP2p4-8rfZN1LpF9xfDYyPW6M7_j75LzZd8W1Ytn579gmgWbW15grJN6TWWnjW665sNj8KD1VjVqZ-Yl2W9jm1V2F-Jj2wV2QVW5lLQbm2CQNLtVF83K-2ys8-qW6-77Cy844jQTN6CKqdl2mtFsW2VdMky5LvDC7W5zTTK22ynsVfW5cvfCH3V44tNW32cws_6lbN4H3p4G1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgJmHW2M_lc78dhf0lW27MhG84kBHtRV9FNR-93fPX5W8L_r7t6zxbwwW407s1B87ckW0W1pjs-B1HJJY0W4YB19Y6W-lRSW3Njl8W5Spvk3VysTc65N4fvBVfwc_x6BVqC-W1VfKqs7hL-SxW1ySCqs6bxSFVW6VcZ5t3g05XJW8FC73h7bdgK9W7zWp7l3vwQCHN4ZNrV3cMpZ-W94mYGr2CHDrtW28gS075n2zfKW9bnLCX53NzCBW6GBDYS3wL2YCVDlWZd242Rd4W2fJGKz2Vzx0M3fqG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgKdLVhXJ9d8bPN4hW9jJKRt6H5x3sW6QwZsf5M4wpBVsNwMg67b433W8Hjvg36ZFSWtW36lWvb7Gs2pkW53khc-997880W8c9hkB60D6brW7lGN4G4Z0TvbW8hJQL99jjrDBW1HM96_6jy0L2W3dNFk_7n2YqtVmhWPx4fcrYNW3H_Wc26jsnfvN2QJCN3lwsscW1q777d2Dq3hFW2-0mGL50CXkNW27t5N71FxqR2W81H_c58ZDWfHW3vKd5F6yGJ4hW4QJJvN53kDFWW5t2JSy5-YrCm3jNT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgF0ZW3dSBSs7HcLR5VX53ZL2wgSGQW10tzjm6XzQqbW6n6vDH3Qny7rW3-JwCw2vcpnsW2TbySP3JxK0FN6SNfzx-YVkdVRL5cP3zrqZhN5wfQ3p62bTdW1-XhXQ6bQsHxVbt2Kv8Lr-ccW8Zgzgg8hFnxxW5kZKvK7r4KCJW6rRDbG1M_pzYVvw0fg55t9vSW775pBx8sq4k4W1nFP132X3QDWW2qMrSP2cfHMXMH7JQsq11QDW67mHyf15zgJVW5CZmkC4znD8nW26J9Q68wtf-T32R21
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operates with “lags.” 
  
We agree with Brainard. In her speech cited above, she made the following nuanced and 
reasonable points about inflation: 
  
(1) “Strong wage growth along with high rental and housing costs mean that inflation from 
core services is expected to ease only slowly from currently elevated levels. In contrast, 
core goods have been expected to return to something closer to the pre-pandemic trend of 
modest disinflation as a result of demand rotation away from goods to services, coupled 
with the healing of supply chains and declining core import prices. Disinflation in core goods 
would help to offset the inflationary pressures in services.” 
  
(2) “So there is ample room for margin recompression to help reduce goods inflation as 
demand cools, supply constraints ease, and inventories increase.” 
  
(3) “Despite the higher prices for a broad set of goods and services, market- and survey-
based measures of longer-term inflation expectations are within ranges consistent with 
expectations that inflation will return to 2 percent over the medium term.” 
  
(4) “The combined effect of concurrent global tightening is larger than the sum of its parts. 
The Federal Reserve takes into account the spillovers of higher interest rates, a stronger 
dollar, and weaker demand from foreign economies into the United States, as well as in the 
reverse direction.” 
  
Movie. “Don’t Worry Darling” (+ +) (link) is a film that Mark Zuckerberg should see and 
study. It’s about the dark downside of virtual reality. It might convince him to get out of this 
dream world that can easily turn into a world of nightmares, as it has so far for his company, 
Meta. Life is idyllic in a 1950s-styled neighborhood of the company town of Victory, 
California. The men go to their top-secret jobs every morning at Victor Headquarters, while 
their wives clean the house, socialize with the other wives, and make dinner. But something 
is not quite right, as two of the wives soon discover. The film is a genre film that channels 
such classics as “The Stepford Wives,” “Get Out,” “Pleasantville,” and “The Truman Show.” 
Florence Pugh shines as one of the wives. The cinematography and production design are 
great too. 

 

 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgTHqW4_HNx_111nXCM370rx6gfSXMYDFv2LvJ6gVJWtCM5hjct-N5NZZCh-h2JkW50V0N44HNq6rW70HBdp6Th3jmV-T7lD2NL2LFW6MkFSP6bxHyYN7c0S9QZbwNPW3JS-Hl5lqNQLW1f_tPW42DZHbW2Hwdvr8HRbB1VWW5fw5nsy7YW14Z0wZ2Jv2lTW11yRQr535FyKW8ttGwn6Z5TCCVz-Qhs68FG8cW3-tHZ818kqJhW2qdpCC93bCHnW3l85D77lzQPZW2TSDmM8Vk4Kw3mFR1
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Calendars 
  
US: Mon: Consumer Credit $30.0b; Mester. Tues: NFIB Small Business Optimism 91.3; 
EIA Short-Term Energy Outlook. (Bloomberg estimates) 
  
Global: Mon: Eurozone Sentix Investor Confidence; Germany Industrial Production 0.2%; 
UK Halifax House Price Index -0.4%; Japan Household Spending 2.7% y/y; Australia NAB 
Business Confidence; Australia Westpac Consumer Sentiment; Eurogroup Meetings; 
Lagarde; Panetta; Buch. Tues: Eurozone Retail Sales 0.3%m/m/-1.3%y/y; France Non-farm 
Payrolls 0.4%q/q; Italy Retail Sales; Japan Leading & Coincident Indicators; Japan Current 
Account; China CPI 0.4%m/m/2.5%y/y; China PPI -1.4%y/y; Nagel; Wuermeling; Enria; Pill; 
Lowe. (Bloomberg estimates) 

 

Strategy Indicators 
  
Global Stock Markets Performance (link): The US MSCI index fell 3.5% last week for its 
first decline in three weeks. The index finished the week back in a bear market at 22.5% 
below its record high on December 27. The US MSCI ranked an abysmal 47th of the 48 
global stock markets that we follow in a week when 33 of the 48 countries rose in US dollar 
terms. The AC World ex-US index rose 2.1% and ended the week at 27.9% below its June 
15, 2021 record high as nearly all ex-US regions moved higher. BIC was the best performer 
with a gain of 7.7%, followed by EM Latin America (7.0%), EM Eastern Europe (5.9), and 
EM Asia (5.0). EMEA was the worst performing region last week, albeit with a flat 
performance, followed by EMU (1.1) and EAFE (1.2). China was the best-performing 
country last week with a gain of 11.0%, followed by Peru (8.4), Brazil (8.2), Hong Kong 
(7.8), and Turkey (7.7). Among the 32 countries that underperformed the AC World ex-US 
MSCI last week, Egypt’s 4.2% decline was the biggest, followed by those of Colombia (-
3.7), the US (-3.5), Israel (-2.9), and Jordan (-2.2). In October, the US MSCI soared 7.8% 
for its first gain in three months. The US MSCI ranked 22/48 in October and easily 
outperformed the 2.9% gain for the AC World ex-US index as 41 of the 48 countries moved 
higher. Turkey was the best performer, with a gain of 23.0%, followed by Poland (16.0), 
Hungary (14.9), Mexico (13.8), and Peru (13.6). The worst-performing countries in October: 
China (-16.8), Sri Lanka (-15.0), Hong Kong (-12.2), Morocco (-8.4), and Taiwan (-5.1). EM 
Eastern Europe was the best-performing region in October with a gain of 13.1%, ahead of 
EM Latin America (9.6), EMU (8.8), EAFE (5.3), EMEA (4.8), and the AC World ex-US (2.9). 
BIC (-8.4) was October’s worst-performing region, followed by EM Asia (-5.9). The US 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgQWtN8Sr2NzJ-2_1W78Bkyz8hfLCJW2dmfgG2mtz_XV7wl3D7MfSdSW6GKNYP6RlX6HW6rZLnh1K_bm-W29x6pP7dKdgjW1P8mNf6Tt8mCW4sV56v5ZsYGKW22JqKw8QPT3rW4G5zVC1BTnbrW2ddn2v6bsVcQW8PM8JT8rcs-FW3FvXHF4QKRg8W5lkCfs6zk83LW2gppZ5408yG6VP7yy929BJbHW56BdYP8zmrfGW5XwMzp3qqTX0W6jmG9n5CKT5YW2BLq_G18VxhPW98bW_94lXgP03gY81
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MSCI’s ytd ranking dropped four places w/w to 24/49. After lagging for much of year 
through July, the US MSCI’s ytd decline of 22.1% is now less than the AC World ex-US’s 
24.7% drop. EM Latin America is up 10.9% ytd; it and EAFE (-24.2) are the only regions 
that have outperformed the AC World ex-US on a ytd basis. The laggards: EM Eastern 
Europe (-85.2), EMEA (-35.1), EM Asia (-31.1), BIC (-30.2), and EMU (-27.6). The best 
country performers so far in 2022: Turkey (46.3), Brazil (16.7), Chile (14.7), Argentina 
(13.5), and Jordan (13.0). Apart from Russia, in which investors have lost 100.0% of their 
investment this year as its MSCI index stopped pricing, here are the worst-performing 
countries ytd: Sri Lanka (-67.7), Taiwan (-41.2), Poland (-41.2), Egypt (-41.1), Pakistan (-
40.6), and Hungary (-40.6). 
  
S&P 1500/500/400/600 Performance (link): All three of these indexes moved lower w/w for 
the first time in three weeks, and two are back in bear market territory. LargeCap fell 3.3%, 
worse than the declines for MidCap (-1.2%) and SmallCap (-2.1). LargeCap finished the 
week at 21.4% below its record high on January 3; MidCap is 17.3% below its record high 
on November 16, 2021; and SmallCap is 20.1% below its November 8, 2021 record high. 
Just seven of the 33 sectors moved higher for the week, down from 32 rising in each of the 
prior two weeks. MidCap Energy was the best performer with a gain of 4.5%, followed by 
SmallCap Energy (3.6), LargeCap Energy (2.4), SmallCap Consumer Staples (1.1), and 
LargeCap Materials (0.9). SmallCap Communication Services (-8.1) was the biggest 
underperformer last week, followed by LargeCap Communication Services (-7.4), LargeCap 
Tech (-6.9), LargeCap Consumer Discretionary (-5.8), and SmallCap Tech (-4.6). During 
October, LargeCap soared 8.0%, but that was less than the gains for SmallCap (12.3) and 
MidCap (10.4). Thirty-two of the 33 sectors rose in October compared to all 33 falling in 
September. October’s best performers: SmallCap Energy (28.1), LargeCap Energy (24.8), 
MidCap Energy (22.1), SmallCap Industrials (15.6), and SmallCap Materials (15.4). 
October’s biggest laggards: LargeCap Communication Services (-0.1), LargeCap Consumer 
Discretionary (0.2), LargeCap Real Estate (1.9), LargeCap Utilities (2.0), and SmallCap 
Health Care (4.5). In terms of 2022’s ytd performance, LargeCap’s 20.9% decline continues 
to trail those of MidCap (-15.4) and SmallCap (-16.4). Three of the 33 sectors are positive 
so far in 2022, down from four a week earlier. Energy continues to dominate the top 
performers: LargeCap Energy (66.1), SmallCap Energy (59.1), MidCap Energy (51.5), 
MidCap Consumer Staples (-0.2), and MidCap Financials (-2.0). The biggest ytd laggards: 
LargeCap Communication Services (-43.0), LargeCap Consumer Discretionary (-33.8), 
SmallCap Communication Services (-31.6), SmallCap Real Estate (-31.1), and LargeCap 
Tech (-30.8). 
  
S&P 500 Sectors and Industries Performance (link): Three of the 11 S&P 500 sectors 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgQD0W1-SW4G44Rl7FW4pj-jF5XRWGlN3NrHd-g2YqYW5yjdrJ71KXLCN2XLjSDm2L_vW8rGbDN6JJN5pW2Qpm3235V94ZW5x7B2d1Nj1pXW8wGWs76mkcNLW6G9L1b5bgllrW259W2z7BbcX_W7mvgZq1NPRHPW40JXpM81F6mdW1dbQ4X2bVl6LW3BPwPJ2sG0LpN3c0FFkZLq0qVrmZP_3n-DJZVy1wpz4LYc02W2MTtLf93klR0W8lvz4F3wTKGqW2PSQ1v8BjnSSW1JxPRD3Fwz8k3nyc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgWLFVsLc248kZ_xqW5nbCDr7bRLHDW47vBH22GK-C1W3JTMrs5J7_NyN5-BCZxSJ9vhW7JXKhv6ksrZVN96154-Yx8MfW4nmTqw76FXrjW2QkNvj8Kzkw4W4n30Qp6xLbcNW3lLJwP4tc9H_W2HWGPK3Z7wGYW8J7vGB8YXbFrW2cj0z33DBwPGW6FvPBQ4dzhzJW3R4cGt5R9FHzW76N9mL7J2PRZVzpVfs1fNRNbW830qrs81mHYKW5n8XJM3dgrBlW2CK-5Y2KyfgvN8gDxpfc6NRj3kVg1
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rose last week, and eight outperformed the composite index’s 3.3% decline. That compares 
to a 4.0% gain for the S&P 500 a week earlier, when all 10 sectors rose and seven 
outperformed the index. Energy was the top performer with a gain of 2.4%, followed by 
Materials (0.9%), Industrials (0.4), Utilities (-0.6), Financials (-0.8), Health Care (-1.6), Real 
Estate (-1.8), and Consumer Staples (-1.8). Communication Services (-7.4) was the worst 
performer, followed by Tech (-6.9) and Consumer Discretionary (-5.8). After tumbling 9.3% 
in September for its worst month since March 2020 and its worst September in 13 years, 
the S&P 500 soared 8.0% in October for its first gain in three months and its best October 
since 2015. Ten of the 11 sectors moved higher during September, and six outperformed 
the broader index. That compares to all 11 sectors falling and four outperforming the S&P 
500’s 9.3% decline in September. The leading sectors in October: Energy (24.8), Industrials 
(13.9), Financials (11.8), Health Care (9.6), Materials (9.0), and Consumer Staples (8.8). 
October’s laggards: Communication Services (-0.1), Consumer Discretionary (0.2), Real 
Estate (1.9), Utilities (2.0), and Tech (7.8). The S&P 500 is down 20.9% so far in 2022, with 
seven sectors ahead of the index and just one in positive territory. The best performers in 
2022 to date: Energy (66.1), Utilities (-6.4), Consumer Staples (-7.0), Health Care (-7.3), 
Industrials (-10.2), Financials (-13.3), and Materials (-16.7). The ytd laggards: 
Communication Services (-43.0), Consumer Discretionary (-33.8), Tech (-30.8), and Real 
Estate (-30.2). 
  
S&P 500 Technical Indicators (link): The S&P 500 fell 3.3% last week and weakened 
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma). 
The index moved back below its 50-dma after moving above a week earlier for the first time 
in seven weeks. However, it closed below its 200-dma for the 37th time in 40 weeks. It had 
been above its 200-dma for 81 straight weeks through early February. The S&P 500’s 50-
dma moved lower for the 21st time in 27 weeks as the index dropped to 0.8% below its 
falling 50-dma from 1.7% above a week earlier. That compares to a 15-week low of 10.6% 
below at the end of September, a 23-month high of 8.7% above its rising 50-dma the week 
in early August, and a 27-month low of 11.1% below its falling 50-dma in mid-June. The 
index had been mostly trading above its 50-dma from late April 2020 to early April 2022; in 
June 2020, it was 11.7% above, which was the highest since its record high of 14.0% in 
May 2009. That compares to 27.7% below on March 23, 2020—its lowest reading since it 
was 29.7% below on Black Monday, October 19, 1987. The price index closed Friday at 
7.7% below its falling 200-dma, up from 4.8% below a week earlier, and compares to an 18-
week high of 0.8% below in early August. It remains above its 26-month low of 17.1% below 
its falling 200-dma in mid-June. The latest reading is down sharply from 10.8% above its 
rising 200-dma in November 2021. That compares to 17.0% above in December 2020, 
which was the highest since November 2009 and up from the 26.6% below registered 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgK8pVZsVkn5Nl42RW7QF_-J2YTsr3W8KDZrX6SQ1m2W58gS303Tr4LcW3z26WN58CcRfW6kmRs18xlpvpW63hQGV5Cz0N_W3L6sbp2z54HwW2fKpzc7BT4rvN6j7QKnwsF1WW6qKvs07n8wNMW9jbzQ51NP04rW8K-DQ05NhWjLW2GkYtq1VXLSzW8-S7GN646bcQW6yGDsS2vtzk2W45QV1D848FS9W7Tcr7K8C5Vr_W3G74h259RJNpW76wKK21XyQS0W8--BP22XQpVvW4GJzBQ80KDpr33XL1
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during the Great Virus Crisis on March 23, 2020—the lowest reading since March 2009. At 
its worst levels of the Great Financial Crisis, the S&P 500 index was 25.5% below its 50-
dma on October 10, 2008 and 39.6% below its 200-dma on November 11, 2008. The 200-
dma fell for a 27th straight week, and its pace of decline is picking up again after slowing at 
the end of October from its fastest rate since July 2009. 
  
S&P 500 Sectors Technical Indicators (link): Six of the 11 S&P 500 sectors are trading 
above their 50-dmas, down from seven sectors a week earlier. Tech moved back below in 
the latest week and joined these four sectors still below their 50-dma: Communication 
Services, Consumer Discretionary, Real Estate, and Utilities. At the end of September, all 
11 sectors were below. Financials now has a rising 50-dma, joining Energy and Health Care 
as the only other sectors in that club. Looking at the more stable longer-term 200-dmas, 
these three are still the only sectors above that measure: Energy, Health Care, and 
Industrials. For perspective, at the depths of the Great Virus Crisis in April 2020, Health 
Care was the only sector trading above its 200-dma. Energy and Health Care are the only 
sectors with a rising 200-dma, unchanged w/w. 

 

US Economic Indicators 
  
Employment (link): Payroll employment rose more than forecast in October, while revisions 
showed a slight upward revision. Employment rose 261,000 (vs an estimated 200,000) last 
month following an upwardly revised 315,000 (from 263,000) in September payrolls and a 
downward revision in August’s to 292,000 (from 315,00) for a net gain of 29,000. Total 
payroll employment has recovered 22.8 million jobs since bottoming in April 2020, moving 
above its pre-pandemic level by 804,000. Jobs gains in private service-providing industries 
increased 200,000 in October, slowing from September’s 271,000, while goods-producing 
jobs rose 33,000, down from September’s 48,000. Industries posting the largest gains 
during October were health care (53,000), professional & technical services (43,000), 
leisure & hospitality (35,000), manufacturing (32,000), social assistance (19,000), and 
wholesale trade (15,000). Showing little change last month were mining, construction, retail 
trade, information services, other services, and government jobs. Here’s a list of the 
industries that are above their February 2020 pre-pandemic levels: professional & business 
services (+1.1 million), transportation & warehousing (+731,600), retail trade (+231,600), 
information services (+140,000), nondurable goods manufacturing (+105,000), financial 
activities (+101,000), construction (+97,000), health care (86,700), education (+56,500), 
wholesale trade (30,300), and durable goods manufacturing (32,000). Here’s a list of the 
industries that are below their February 2020 pre-pandemic levels: social assistance (-

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgY6WVlvBCP8ChmV6W7VQN4z2qsHtjW4QrWl_6-4LsmW70C3w28wFY5sW4dgtlQ6-VM63W3NJd5Q6CKkBRW4hS-Dq6vCdCxN1qb8-3-zbZTVVQHLz39Z6BDW4hzhk688zBpsW9jxz-q5yfFT9N8_rSMjzzrDzW965Xlj7lgyw3N6N11YN4SP1RW80HlPk6C2W9rMhyS6sfbGZVW2M7ZNC1YdHl_W50K2Gf1g30h1W4RytBr52Gm_fW6sQd7k5bpmLJW8WhwbV15b6bRW8jbjFB3tGR1438p41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgC_ZW6ZFwVp8SgHl7W3fPF4z2XpGhKW525bxW7vSqghVrRq1M41cs72W7HCTzH8h44D2W5Sd5Hn1kDMSDW5NbLfn8S3hwYW9gfcp26c7vdTW8JsWZB4WT5sFW1kWyP261qWmzW3pv_BX88s4sjW8jGmjX5NcjZCW3GLsqt26kfWdW8y16HR7FfDzbW44hdfn5X5mxfW6hq6Gd6mCMRNW3fpvVM6jb5whN5VHwFYn9ZPtW972X6T1F9vkVVcF_Sp11b_7cW58MTpH8B4NmGW1l59jY54ssTC379H1
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8,800), mining & logging (-52,000), and leisure & hospitality (-1.1 million). 
  
Wages (link): Average hourly earnings for all workers in October increased 0.4%, following 
gains of 0.3% in each of the prior two months, with the yearly rate easing to a 14-month low 
of 4.7%—down from its recent peak of 5.6% in March. October’s rate was below the 
September inflation-rate gains of 8.2% and 6.2% in the CPI and PCED measures, 
respectively. Private industry wages over the three months through October increased 3.8% 
(saar), below its 4.7% yearly rate, with the three-month rates for both goods-producing 
(4.1%, saar & 4.4% y/y) and service-providing (3.8 & 4.8) industries below their yearly rates. 
Service-providing industries showing three-month rates below their yearly rates: education 
& health services (1.9 & 4.4), retail trade (2.4 & 4.2), professional & business services (3.3 
& 5.0), leisure & hospitality (5.0 & 6.5), transportation & warehousing (5.3 & 6.3), and 
utilities (5.6 & 6.3). Service-providing industries showing three-month rates above their 
yearly rates: information services (9.2 & 6.4), other services (5.6 & 2.7), and financial 
activities (4.1 & 3.8), with wholesale trade’s (4.1 & 4.0) rates nearly matching. Goods-
producing industries: The three-month rates are below their yearly rates for natural 
resources (-1.3 & 3.6) and nondurable goods manufacturing (2.4 & 3.0), while nearly 
identical for durable goods manufacturing (3.7 & 3.8) and identical for construction at 5.6% 
for both.  
  
Earned Income Proxy (link): Our Earned Income Proxy (EIP), which tracks consumer 
incomes and spending closely, recorded its 29th increase in the past 30 months—up 0.6% 
in October and 32.1% over the period—to yet another new record high. In October, average 
hourly earnings advanced 0.4%, with aggregate weekly hours up 0.2%. Over the past 12 
months, our EIP was up 8.0%—with aggregate weekly hours up 3.3% and average hourly 
earnings up 4.7%—slowing from February’s 11.0% rate, which was the fastest since mid-
2021. 
  
Unemployment (link): October’s unemployment rate rose back up to 3.7% after falling from 
3.7% in August to a recent low of 3.5% in September (which matched its lowest rate since 
1969); it has fluctuated between 3.5% and 3.7% since March. The participation rate in 
October remained in a flat trend, slipping to 62.2% from 62.3% in September—averaging 
62.3% from January through October. By race: Unemployment rates among all races rose 
in October, though were not far from their record lows. The rate for Hispanics (to 4.2% from 
3.8) and Asians (2.9 from 2.5) both moved up 0.4ppt, while the rates for African Americans 
(5.9 from 5.8) and Whites (3.2 from 3.1) showed only a slight uptick. By education: The rate 
for those with less than a high school degree jumped to 6.3% after falling in September from 
6.2% to 5.6%; it was at a record low of 4.3% in February. The rate for those with a high 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgYhTW7XdkSf7xyFhVVY1QRD4LxygJW1qk56H8pcfrQN2M1s8ZlKb6FW1Zb9Lm2w-ZwmW4Jsw6c1gF8fmW24dWFX4-KVW8W6y0fvY44LqkbW5dt7sF8kVHQGW7P5hRc72QBnpW1lT3Ln2xLTY9W9gy4X16D-N1HW22jbgH6gqRTYVgLx9S87L3B9W1KCLLh41hJhQW6wTzY94c9N1DW6jCKZJ6GhXLJW4lrh0W4jt5lSW49whWS3Xp8wlW3XLLt63L1mBvW63WpL_4JfbdsW52Flkg230cGn3b3b1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XZ3q905V1-WJV7CgGrlW8gthWK7_X75mW97YdnX4FG0Z4W5f50TZ3sljHyVFKTth7DdG-SW4N5Gsy5dm1QGW33qtcD21wMSMW4s3jK46MvDSVW7jx4Bt7pBbVsW5rtJ3P2ZBKbTW2x_VH932D7FYW266pH18X59JxW4mVQCq897scJW7BgqsK3qFMGBW2Zm9Zb957DF9TF2M97MVZ3hW7LCv-8398q-TW7q9XN53HFrmYW3qxN8V7n21DnW1H7-3K6h7yzLW6WPWs97RtL-CW3CP_g58J7scyW7FScX-8jVbg7W1cMXtQ1zjbClVKfcP45KlqsL323Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgV5BN3D4DyJly5cJW5V627x38pyrqN90hhDYS-WSWW7Z5-q48rj9HVW3JWdNl89dJz0W1d8yJC72NXLnW78LDQZ7Sp4BcW6lLb_f363XS_W7xnqsM6VgmQJW9cCxg75W654xW73vJlF1Fx-W5W4Zn3Dg2Z-pR3W2DlJ7_27hP0FW5hdsN21GvPBFW1Hgh5Q5Rv3qxW6QM7G35v5KV1W5BQgLd2y-Z2VW13rB2n5f7X7VN2-6JXFpGV32W1jmf6q4tn6YlW8wGCNf40GSdDW7B-Sj_74CTQJ3gJZ1
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school degree held below 4.0%, though ticked up from 3.7% to 3.9% last month, while the 
rates for those with some college or an associate’s degree (3.0 from 2.9) and a college 
degree and higher (1.9 from 1.8) barely budged.  
  
Productivity & Unit Labor Costs (link): Productivity during Q3 grew for the first time in 
three quarters but barely, after sharp declines the prior two quarters. Last quarter, 
productivity eked out a 0.3% (saar) gain, following losses of 4.1% and 5.1% the prior two 
quarters. Output rebounded 2.8% (saar) following setbacks of 1.2% during Q2 and 2.5% 
during Q1, with hours worked climbing 2.4% (saar), slowing from 2.9% and 3.6% the 
previous two quarters. Unit labor costs advanced 3.5% (saar), less than half the quarterly 
gains of 8.9% and 8.5% the prior two quarters, reflecting a slight improvement in 
productivity and an easing in hourly compensation to 3.8% (saar) from 4.5% during Q2. On 
a year-over-year basis, productivity contracted 1.4%, its third consecutive yearly decline, as 
output increased 1.9% over the period, matching Q2’s increase, and hours worked rose 
3.4%, slowing from 4.1% during Q2. Unit labor costs advanced 6.1% y/y, slowing from Q2’s 
7.6%—which was the highest since Q3-1982.  
  
Merchandise Trade (link): The real merchandise trade deficit widened to $103.8 billion in 
September, after narrowing steadily from a record -$135.8 billion in March to -$97.1 billion 
in August. The deficit averaged $101.3 billion per month last quarter, a big narrowing from 
Q2’s $115.5 billion—with trade being the biggest positive contributor to Q3 real GDP 
growth. Real exports dipped 0.8% in September after rising five of the prior six months by 
11.3% to a new record high, while real imports rebounded 2.1% in September after falling 
the prior five months by a total of 8.6%. Looking at exports, real exports of industrial 
supplies & materials slipped 0.6% after shooting up 21.4% during the six months through 
August to a new record high. Exports of nonfood consumer goods ex autos continued 
fluctuating in a volatile flat trend near the top of the range. Meanwhile, capital goods orders 
ex autos remained on an uptrend in September, climbing to its highest level since March 
2019. Auto exports remained in a volatile flat trend. Foods, feeds & beverages’ exports 
remained in its volatile flat trend, though plunged 12.7% in September. As for import trends, 
the upswing in capital goods ex autos stalled recently, but the measure rebounded 4.6% in 
September to a new record high. Imports of nonfood consumer goods ex autos rose 1.8% in 
September after sliding 17.7% from its March record high through August. Real auto 
imports remained in a volatile uptrend, picking up over the past three months by 11.0%. 
Real imports of foods, feeds & beverages remained in a flat trend around its record high. 
Meanwhile, real imports of industrial materials & supplies has dropped 9.4% since its recent 
peak in March. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgYZPW6sNydT8S-HTXW8z937t8QKFkyW213TQZ8bHg-wN3MnRLKm1CWVW5j4b0b58p0wwW8GrBCq8F41MLW33xXXc4fS552N3Mgq7j7cdNRW93jrdv8krdSyVxdJcR4-w4Y6W3wzXm055Z-csW65YVl48t0_bWW2z19Dg6k2Lr2W60Fylq12V3WDW5SQCLF5SBKJZN5cStKPkb9r7W89X7Nv3YMHT4W48DmJM349sclN86wp1JZm7tvW3hXZnB8H60zRW8yzhNL1QBdKHW6z24J77Mqg6J387j1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7Cg_48M8r9g12Hk_sW6C9Mxn54SG4wW902T2_2NWy1BW3pZrv-1WkMkDW4Y8dtN2yT08HN8KMwBCvjFz1N20s88lckJ_8N8dds1hVLFPDW14MW6N4nwwxNN5Nq-7k63MqcVZhPFw476mKLVKCkkC1fN68vW3Sz0kr5-pJGfW7LBhdc2QWVBFW6t11dr6RSf5TW59MDGM4qMBjDW7HD8cq6LyVHTW2t-1bV4X1bGLW6YhJGw65-JlSW6g_0dV1dJgqbW1Hxmmq8JKnVFW1Sv1Tj6YYd7n3gVF1
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US Non-Manufacturing PMIs (link): ISM’s NM-PMI slowed to its weakest reading since 
May 2020, while input prices accelerated a bit after easing the prior five months. The NM-
PMI has declined 8 of the 11 months since reaching a record-high 68.4 last November, 
sinking to 54.4 this October. Of the four components, the new orders (to 56.5 from 60.6) 
gauge fell back below 60.0 after two months above, while the business activity (55.7 from 
59.1) measure fell further below 60.0. Meanwhile, the employment (49.1 from 53.0) 
component continued to bounce around the breakeven point of 50.0, showing a slight 
contraction last month. The supplier deliveries’ measure rose slightly to 56.2 last month 
after dropping sharply from 75.7 last October to November to a 31-month low of 53.9 this 
September. On the inflation front, the price index rose for the first time in six months, from a 
20-month low of 68.7 in September to 70.7 in October; it was at a record high record-high 
84.6 in April.  

 

Global Economic Indicators 
  
Global Composite PMIs (link): Global demand contracted in October for the third 
successive month, as the service sector rejoined the manufacturing sector in the contraction 
camp. The C-PMI moved lower for the third time in four months, from 53.5 in June to 49.0 in 
October—the lowest since mid-2020. The NM-PMI fell to 49.2 after rising from 49.3 in 
August to 50.0 in September, while the M-PMI remains in a tailspin, falling eight of the first 
10 months of this year from 54.3 at the end of last year to 49.4 last month—the lowest since 
June 2020. Geographically, the report notes that C-PMIs showed activity was in 
expansionary territory in Japan (51.8), India (55.5), and Brazil (53.4), among others, while 
France’s (50.2) moved down closer to the 50.0 breakeven point. Meanwhile, C-PMIs were 
in contractionary territory in the US (48.2), Eurozone (47.3), China (48.3), the UK (48.2), 
Australia (49.8), and Russia (45.8). By sector, growth contracted in business services, 
financial services, and intermediate goods, with contractions steeper in the latter two, while 
growth rose in the consumer goods, consumer services, and investment goods 
categories—although growth was subdued in all three. Meanwhile, business optimism sank 
to a 28-month low in the face of heightened economic, inflationary, and political pressures. 
Turning to prices, the report notes that “inflationary pressures remained solid in October, 
despite rates of increase in input costs and output charges easing to 19-month lows. Rates 
of inflation signaled for both price measures stayed much sharper (on average) in 
developed nations compared to emerging markets.”  

____________________________________________________________________________ 
  
 Contact us by email or call 480-664-1333. 
  

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgKSLW2gyV3b77KCSmW5G_3fg49sRyYW58-42C23rcXTVWPDYJ8qzNhvV2hkZl91cT6TW8mKZbR7zP3bxW8y3lqr31HGTFW66kZBK8TQkwGW1h8FyP4-JccmW7NCJFd5G_PNDW65C1d_2L1jj3W3cPcdV2sSPHrW75-WDR7LDZjsW99-3yQ4ppCqRW7zpP_03SqltrW5F-FBk5zT8wjW1L58CZ23Lr2mVLblbV21c-zGW7fLgbc84qhF2N1Gr7vhccCybW3jK0mZ85HT77W7VxMkk3p48VR2R11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWH89W3XqSzJW5mddpX5xMDG5W5QKV2t4S2zq7N1f4_XG3q8_QV1-WJV7CgB4KLwRy9NrrmwW6bd60p2QQcrfW3Bgckn4J82KWN7j1m_7BWHRLW6C44Lh36DJWtW520tQj2-nKltW6LP0C41-47PxW5xfwqm79M7cYVtHwqM80n_QqW7cCpn24dCjCgW6WFQJx7yt83dW3Wqfv86fD1fSN7jmK-8ZKx24VL2nvS47VszWW4_k0J03yNw8HW3cg1FW3JFgyXVzL67m7Lj0-1Vv_QtS73Q2g-W1J44wf7gPQr-W6hZPM86LtHLBW49bh6N2XB-BRW5DxG-m2tFb6t38951
mailto:requests@yardeni.com
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