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YRI Monday Webcast. Replays of the Monday webcasts are available here. 
  
US Labor Market I: Pandemonium. Everything has been topsy-turvy since the pandemic. 
There was a terrible recession during 2020 that lasted only two months. There was a V-
shaped recovery from Q2-2020 through Q4-2021 (Fig. 1). Real GDP soared 15.1% over 
that period. It fully recovered by Q1-2021, just three quarters after it troughed. The headline 
PCED inflation rate soared from just under 2.0% y/y during February 2021 to a peak of 
7.0% during June 2022, the highest reading since December 1981 (Fig. 2). The 2-year US 
Treasury yield soared from around 0.25% during H1-2021 to 4.66% currently (Fig. 3). The 
30-year mortgage rate soared from 3.32% at the start of this year to 7.33% on Friday (Fig. 
4). 
  
Just as tumultuous has been the US labor market, which took longer to recover than did 
GDP but now it remains surprisingly strong. The Fed’s main goal during the pandemic was 
to lower the unemployment rate. It succeeded all too well, as the jobless rate fell to a recent 
low of 3.5% during July and September of this year, but inflation soared (Fig. 5). The jobless 
rate edged up to 3.7% during October. 
  
Now, according to September’s FOMC Summary of Economic Projections, the Fed’s goal is 
to increase the jobless rate to 4.4% during 2023 and 2024 in order to lower the headline 
PCED inflation rate to 2.8% next year and 2.3% in 2024. During his November 2 press 
conference, Fed Chair Jerome Powell warned that it might take higher interest rates than 
the FOMC had previously expected to achieve all that. If so, then we will see that reflected 

 
Check out the accompanying chart collection. 
  
Executive Summary: For a variety of reasons, there’s a severe mismatch between the demand for 
and supply of labor in the US. That’s created a maelstrom in the market, with extraordinary levels of 
turnover: One third of payroll employees have quit their jobs over the past 12 months, most for higher-
paying ones. That’s driving up wage inflation and driving down productivity. … But we still expect 
productivity to recover this decade as businesses react by investing in productivity-boosting 
technologies—our “Roaring 2020s” scenario. … While the latest data show some moderation in wage 
inflation, it probably won’t continue to moderate sustainably until turnover subsides. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgRCgVc8zgL36qQ56N8KmzRWkXCwHW104BT23RK30rW82Z9s559-NWcW3YK5KK6h2P9ZW4WW_vL7scGnxW1z9q8P7bBBXJW8Y0_cS6Rd9gRW4L0slv4t_5QHW83l3JP1ZjKv7W1j5NWl40lwt3W4p_dCX6TlfyCN1nnWsywbF-fW7X0X8x9h6ZSfW1Pb_Mc5LsLDWVRtVQY4-W83DN2Z6NB8gRhYDV-dwB91kCH9sW5-3ZPf5nN3xvW7hTwgZ2WlFPcVSVwSg4PqlXhW5fY8BQ1gg0m7363k1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgStvW332LpJ8z7x6DW7CqB4Y8XWcxtN3dPd-r9_D6hVHPcx67sq-52MKXg67RBKKpW8T7Gls292F0bW2cYVFr26DCb0V86h4m6Qg-zQW6Q7qqt8GSxNKW7DrTs056YHHvW4r3MbF5JYTB7W8BDn2D5kR81nW14GTjM15TF49W6lQ__t6mYWxQN4pDFBj7zMxrW1ZtwJT1XDHzXW3LjQzL4shMsFW6xFSfw6mknkCVVCMgg2QFWtwW5NS0gW2s90d9W8sD6hc7mSnJ6W2GQ2CK7QNxzg38Vb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgT8ZW5xvHpW3lcX7KW7BNwkp91jsHLW46hZ8t1CDYdtW5jt_8F8HyYdPVSBP0771PVMYW5hslPq41wsjyW1c0rNp4bG3whW8W7fJk1R1ns8W1s2JWg6H_y-7W4H57Y16QdcqPVr-0x380bBxlW5W-yQF5QSB1FW1zw45m8sRn6fW5mWlsQ3DG3f0VM1m2069lr0lW8FkdKf1M8vx8W2tDLbj8mdY_lVg43HL4PpcJhVwYtBs6Nc2X-W1ZHh993cBPfLN918Ymz2ZgLLW3cQQcs7kSw5931gV1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgPp0VwYy8K2FrBqTW7cC9l72GLsKfW2T-JTw8CkGdTN283NkDgv0X3W76L0XC5fk2lHW8mLrQV19gNR6W4bnZlw7S2dM3W1MgYwZ60W4tDN8SG0nJpCNljW29Nwww65LnP6W6Tkntp8R3RsDW7pQXkH61Hf_8W5VM-NH32WjWpW668SKw1mZJN0W7vQkGN8twyZZW8wtbP52p9XJ6W8Gjt0d2zNRXFW2p_w6B6dY43lW4CCz_r79p62tW7xJcn860kvvKW4XHSfS5wK035W7kTDNc1R5BgD326D1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7Cg-4dW5ZhQq17fWkRXW8tl26S2LVnx2W5sj3995qC8ZBW6R6YT73TbrYzW5C_s4H6Px9VTW5qdK3g9lhgkQW3q4Fm033lwWnN49MbHG_l_45N1tSfmyJhlFJVP6FzD5CK_fwW2h-VcK5WFSDYW6Vkx9G95q0QfW5QbVwt7FBVwrW5QtGLJ4LC8HVW2qWR2b66lvvqVbHJ_n5PGGYwN3Rqs8G4C7ZvN25Npf-P2gBQW2hGcyY8FLqqZW1Ng9Kq3yDFx-N33Khb9fps-RW2DMLM926nbL-3lXy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7Cg-4dW5ZhQq17fWkRXW8tl26S2LVnx2W5sj3995qC8ZBW6R6YT73TbrYzW5C_s4H6Px9VTW5qdK3g9lhgkQW3q4Fm033lwWnN49MbHG_l_45N1tSfmyJhlFJVP6FzD5CK_fwW2h-VcK5WFSDYW6Vkx9G95q0QfW5QbVwt7FBVwrW5QtGLJ4LC8HVW2qWR2b66lvvqVbHJ_n5PGGYwN3Rqs8G4C7ZvN25Npf-P2gBQW2hGcyY8FLqqZW1Ng9Kq3yDFx-N33Khb9fps-RW2DMLM926nbL-3lXy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgHZKW3sK2lj7v0pFcVWrPFK2gqqyXW4p2Rqz5lWdGVW7VngT-1hTY-3W508Cx93_p_-JW6gbFHk7qzs4HW4F_nBb142qzJV8nKcw7NTMNdW59TLJ-8dnNy9W7Jgnp18-KYDMW1yYVYM8Qbnf_W7B_YKw9dtkJVW83j0Hz3y-vXmW7dQXXp1K98WfVnt1XJ7NCP8XW5fw8bq6X3g57W6-wrsT6tTXbNW40TJ1D1J8DcmVcjRsn49Mh6NW1w0hKL4m-dHWW4WD4p83b1zsQW6tl8dy90MrV638fY1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxJ3q905V1-WJV7CgYjqW8l8DBw7LKTrmN4WnNf1MpXBNW7YpDTR58Q8_fW2Jx9vf8g-wmkW3yCHfH3D5B9qW3hlg8J6rHg_3W6tJ7Tp1gz6PrW6MH59r3B5TqLW2PsPmX1jqzYwW3cqHMV1v6XDvW7S_Jd32c_nZ2W2_g8Kk4QPRxtW3r7Gyz8w8Lq8W5nCDtj5YbKhdW3NG7d43vc1MlW2X8-_t5yNkJkW1HR02G3QHdxcW1HXJ2c97Q52KV90gwm1sRcrbW7wWhzX6pZyXRW1YCYmn59YRqsW4VdKC68BM1CfW8FPRld4jZhZfW4sjjLz7bRqX53gmz1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYx_3q90pV1-WJV7CgR5VN8-4lW1dgKBNW8C-fjy4QpgVLVK4jMf8c168SVj_gpM3m-NvCW4vcqqN5lgcQXW6wch3S7D8vBBW4C1PB-1k7vTwVfwqNv6gtYwJW91vgwj4KmW5xW3J0gFR8yR6_2W7j9ssF2gb7xCW8gXR3D6KpH-0W8Gj6GG1GPxQkW6Fb_Wv6FtFLfW5ZqPlj4gM8RJN2XbrXV_R1mWN4yfRCJDhgkrN8n1C275TPN3W8FQ9L-8BQrpVW398lhl256-XMVqNWXK1RgjlmW5vkSDS7QfXB_W7Wh6Hr71jqRRVVC_mg4K-hljW2mB0457xMFdMW8xvkXk3KDFyt3gXb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYx_3q90pV1-WJV7CgR5VN8-4lW1dgKBNW8C-fjy4QpgVLVK4jMf8c168SVj_gpM3m-NvCW4vcqqN5lgcQXW6wch3S7D8vBBW4C1PB-1k7vTwVfwqNv6gtYwJW91vgwj4KmW5xW3J0gFR8yR6_2W7j9ssF2gb7xCW8gXR3D6KpH-0W8Gj6GG1GPxQkW6Fb_Wv6FtFLfW5ZqPlj4gM8RJN2XbrXV_R1mWN4yfRCJDhgkrN8n1C275TPN3W8FQ9L-8BQrpVW398lhl256-XMVqNWXK1RgjlmW5vkSDS7QfXB_W7Wh6Hr71jqRRVVC_mg4K-hljW2mB0457xMFdMW8xvkXk3KDFyt3gXb1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgS76W1kCs7k4lc13VW8GBzky8SF1TRVmrV3h9bt-lTW2R-Vzt66mfFYW1xY_Mq15vsnQW7qcNrf94PFnCW1ZCTr_4wsjBCW2Rw2zr5cZ7FKW1GZnGr4dyljjW3dPzjS8W1j-YVHgQxR2pm8hmW7xgf8_4FyXphW9ljqbP3HSkD6W2cQ4wt5mvT8lW3fpxBn4wLNmtW3TY9wB2txldDW8V8yfx4yDBQnN47Lg1sWqScNW6PmG7J5TLtpXW7c3Jxj9lXngjW9jMX_k8Y5dVGW2cnZMW146vVF3bn21
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in December’s SEP. 
  
Consider the following recent strong developments in the labor market that are challenging 
the Fed’s goal: 
  
(1) Coincident indicators. Payroll employment is one of the four components of the Index of 
Coincident Economic Indicators (CEI), which rose to a new record high during September. It 
probably did so again during October, as payroll employment rose to a new record high that 
month. 
  
Another one of the four components of the CEI is industrial production. Friday’s employment 
report showed that aggregate weekly hours in manufacturing rose 0.2% m/m during 
October, suggesting that industrial production continued to expand in October (Fig. 6). 
  
We’ve found that payroll employment in truck transportation and in temporary help services 
are highly correlated with the Index of Leading Economic Indicators (Fig. 7 and Fig. 8). Both 
measures rose to new record highs during October. By the way, payroll employment in 
information industries rose last month to the highest level since April 2006 despite recent 
layoff announcements among technology companies. 
  
(2) Divergent trends. Payroll employment rose 4.1 million during the first 10 months of this 
year to a new record high (Fig. 9). Over the same period, the gains in household 
employment (2.6 million) and the labor force (2.4 million) have slowed, and both remain just 
below their pre-pandemic record high levels. The payroll measure tallies the number of jobs, 
while the household measure counts the number of workers. The latter shows that the 
number of workers with full-time positions increased by 2.0 million since the start of this 
year, while the number with part-time jobs has increased by 713,000 so far this year (Fig. 
10). 
  
(3) JOLTS turnover. The pandemonium in the labor market is easiest to see in the JOLTS 
data. During September, there were still 10.7 million job openings, or 1.8 open positions for 
every unemployed worker. This series is highly correlated with the percent of small 
business owners with job openings and with the jobs-plentiful series that is included in the 
consumer confidence survey (Fig. 11 and Fig. 12). Both are available through October and 
suggest that the JOLTS series fell in October but remains very high. 
  
There are numerous reasons for the imbalance between the demand and the supply of 
labor. The labor force is growing more slowly along with the working-age population. Older 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgMp5MJvnn6k6WBqW4f0Ghx2F_wr-W5Wk6-D49lmdyW8MLW5Y5L3vzZW36RlmX8YyMFtW34HRdj8sR0J2W8k_ZZh3TCr51W1yGg757RW-_xW4_gZFr7Gr64bW8PYg0X5T9k86N692B9MpQmqHW13QbDw6xk7SJW59HHkP7SY2whW8CrgZR4c75pgN25wPKYrTkJGN854dTG1HpNYW26WlvQ8SPdB2W4Zw-5j4X0lZ_N1NNy5Cv-FP9W8F8tDJ8w_0TDW2CJ0L26Y4SmsW31LLMY1Gv2Qm3m7t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgX4XVR6Znc7Zq9KKW65v8z48lK4rgW1TjpfY59JvL-W4-NnNy6FT4frW2pHdP-8LkjBgW7spxBs37kvfMW2SxSDp5X85Z5W6Wpmkn7hv4dpW61bysZ1VFX51W4WrJ308Xv15qW2g1yRS3QpQx6W4Y2TpB8Ql-L7W8K2X4l88xSNFW7WvNmv7Y734dW3Y0k9J2wn9XxVmDpbZ6Jxzp5MmqdJ3yxhZ9W7C1Kp-5FXLgkVpYCgN4KyN8HW3Td9sv26h0WYW3FSSGX3s3JrSVFFpMv2lzWFy3cmR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgTdnW4crMtk579fGRV6Hs6K2c2cWfW4VdkVf1JRTgCN3bfCfVW-RgMW25KrGS7XW29YW4gbR811n5CcdVJHMYS7TmsgKW8S4_c_2lySyjW4zr3-M97N2Q6W4X75HB4FMg7GW2CF2dn3BgvzfW4Sd_Mk2jfjNvW48QMgp6jRjRnW6ylvwj2BHFW0W5Lr__D40wXfFW7QXRbg29hmQxVjPGj4547H10W1Q20Mb3r9w6CW27bB6K5kTDX7VCrWzW4rlkB2W4QGg_77Q03chW3NyLkG4XL_fw2cB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgYTdW1wjNmG1jz3nNW5dbW-93ljzB5W1gV-QJ7gQFY1W1mydzk8cZs15W5SZBzN8g1DCfW85lJRt4sd076W5HMFlT5k74HjW6J56VQ8sZZGWW3WyQQD5f2xQ_N6NvgYB3n3YpW7gW2Z25HDLxTW7sl4F139vJLqW8kS5rd8NnB5CW5dqZS01nzyp9W1hsCHK4DtxLMW23KwZk4b35gJW61wzYr3Wq_tVW6GF8x73hCmrxW3HK7151BdkDtN3gzdc1DR3TBW8L8llF4yPj40W4cbTcT5Q7npf340g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgD_HW1hFZBw4HNNHVW5ZhrrM1RRyNNW3gLfHC31tqy5W1RRzkK91xTXLW8ZwrF753B268N8fk2206x6whN1F8G2gn_3qkW34C2zR4Xnpz2W1Qw1r-28y3LCW7PmKcN5bQ2DcW4_XdLl43jR-TW6CtBYM3KcczgW8w5nMl9c-d-zW2nD-q72X0BxfW1L-_d2377SxvW4gZ8jg1Gg86cW2_hS3V8VQXDtW7Ljg_Z2H7VXXW7Pr45k37N10NW5bhGhn7nZD7TW5dJv5S2dxDxFVJmZ2B3Twl1R33s41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgD_HW1hFZBw4HNNHVW5ZhrrM1RRyNNW3gLfHC31tqy5W1RRzkK91xTXLW8ZwrF753B268N8fk2206x6whN1F8G2gn_3qkW34C2zR4Xnpz2W1Qw1r-28y3LCW7PmKcN5bQ2DcW4_XdLl43jR-TW6CtBYM3KcczgW8w5nMl9c-d-zW2nD-q72X0BxfW1L-_d2377SxvW4gZ8jg1Gg86cW2_hS3V8VQXDtW7Ljg_Z2H7VXXW7Pr45k37N10NW5bhGhn7nZD7TW5dJv5S2dxDxFVJmZ2B3Twl1R33s41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgPSBW8k33-2208x7xW2tBw1M70gMJ_W4lMvgZ33KK1fW4FVv8H6S4SQJW5H3Cwf1JcXz5W87NDDy7MLRHtW4qqhyY7FcLH8W97y_Zn2sM56-W1Qh6Sp7Md5gLVc_R493kQKFHW8CwVnk3L7v-jW3bQr5-8CxHstW65X1vv3HHGX1W1WVqkt2kpPnMW7YJVCt46f2-QW19YW3X28_qkhW62gL847f4t2FVtLdcc4dYSLCMsJk1DWYhR-W8bvTbz1R7VPpW1MlZyb5M7x5PW92Sw6s7ymzjd35bv1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgGx3W2BMS3s3w7DFCW7vhYQN5Y9QjlW2B07lC22zbnGW3HlkLc4rNnzPN2x7hF6fQ8Q_W4PLLVv6fNQ13W8g0dc42WNvzzV8j_w82RnDCCW8BYmRX2PR116W37Hk3M8pFQ69W3v6lXr1NV2wdW7W-64941VDsDVFSpq-5bfKffW2SSwly3qnWdSW2fbgzd5kBcJYW2Rtpdp8VV2kWW6GBtSv5QhFvbW7r5Cgy3c1yNTW2tvDkn8NrsQZW8Fvn9C63VHt6W5dW7jD641bxwW8JQgqp2kRYL23pTD1
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Baby Boom workers are retiring. The younger workers who’ve been entering the labor force 
in recent years seem to have less allegiance to their employers and are more easily 
persuaded to quit for greener pastures than are older workers. Some might prefer a couple 
of part-time jobs to the commitment of full-time employment. 
  
Whatever might be the explanation, a near record 33.5% of all payroll employees quit their 
jobs over the past 12 months through September (Fig. 13). Over this same period, total 
separations and total hires accounted for 47.0% and 50.7% of payrolls (Fig. 14). That’s an 
extraordinary amount of turnover! 
  
(4) Productivity. All the post-pandemic turnover in the labor force has weighed heavily on 
productivity, especially during the first three quarters of 2022. It’s hard to maintain 
productivity growth when lots of employees are quitting and being replaced with new 
workers who must be trained to do their jobs. 
  
Nonfarm business productivity rose just 0.3% (saar) during Q3 after falling 4.1% during Q2 
and 5.9% during Q1 (Fig. 15). Hourly compensation moderated a bit to 3.8%, so unit labor 
costs rose 3.5%. However, those are annualized quarterly increases. On a y/y basis, unit 
labor costs still rose 6.1%, which boosted the CPI inflation rate to 8.2% through September 
(Fig. 16). 
  
So what about our Roaring 2020s productivity-boom scenario? We still have seven years 
for this to happen. We still believe that a major productivity growth cycle started during Q4-
2015, when the annualized 20-quarter percent change in productivity bottomed at 0.4% 
(Fig. 17). It recently peaked at 2.5% during Q2-2021 and fell to 1.6% during Q3-2022. 
  
We expect that businesses increasingly will respond to the shortage of labor by using 
productivity-enhancing technologies like robotics and artificial intelligence. We expect to see 
the productivity cycle peak around 4.0% during the second half of this decade. 
  
US Labor Market II: Wage Inflation Moderating or Not? Now let’s focus on the wage 
component of the wage-price-rent spiral. Friday’s employment report did show some 
moderation in the pace of wage inflation as measured by average hourly earnings (AHE) for 
all workers. However, the rapid pace of quitting to get better pay by switching jobs probably 
must subside for wage inflation to continue moderating. Consider the following: 
  
(1) AHE rose 4.7% y/y during October, while its annualized 3-month inflation rate fell to 
3.8% (Fig. 18). That suggests that inflationary wage pressures are easing. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgV1_W95qTmT7XJtYCW2p71Wf8Sw282N1BbfRm7cWXKW86_1RM4_G83DW3Y3rpc4QGx3RW33tWDj5rzdWWW10b7FQ8q-lnzW88cWSr1gHvYhVjy2Hg8vFMKPW3RLfmR6Y0Q5bW2hTlxg1qNbK1W55jfk499zdRtW2pjH161rSfJ8W931kTk2ByKWrW8C2yg629MhlbW1-PqqW6NVnrNW42DW5322Vs7rMHXVtr-rQs6W6zg5X82hJSFjW5zRn5b25sg6hW8KgZRX712LfDW7fCCNb4qHky83kNK1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgQJfW6TSlMw2h6dJfW4Sngt18jQWCVN7swkr8Lp4pcW7kQVjW3JqPFqW4BTxpC3DBF1rW4N2dtP8bWrPFW7DKzk64RQc67W9cyGRd22x3ZFMtM66hkHrsyW8Fvln98SWXs5VJkfjl8xWQnQW4ndVMR5YWpcRW63LpJl39JkHWW25Xp_37nV3PsW3g9Yj38yNhCvW6y36Z_38w7fMW5G8_-j1fYZsbW5J8Hbt2d66C8W7hXxqW9gz087W6lsvTZ3-dF8HW6rdXrg4G6gNFW5bkDVM3XYbTd3nM41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgKFgW4J7xC56WYflmW4DlzjR5Kz2H2W5lT6vj7m1My4W5TkdCB6D6tmYW78md2p8TBnCGW3yZqwh6S93n6W6cznhP1rj0ZkW50kYkC1wv0JtW29lTtJ3SQ0N4W1NTP042h64cnW5-jqFV7d62HFSWw81WmyzHW3M_Cty5rpGw7VKnqcL1FkxlXN88WlSQr9zhNW4-cS7j260HRmW5ZQrkH6npPRLVj92d47ghQw4N644tKk-DFWTN3TnJ58CBr1yVl8lpk4hwtQ9W1B8PWQ2YxH_Q333k1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7Cg_5GW1fVTY08cvbzlW8GLQ5y4L0VzCW1y8z473rlxGwN1syyX_c_2r-W2FvDtp4MwhsfW95mm0C3RqbkBW4YWZ4d46gfnKW2vmgJY5Yw9p2McV6sz2kc0jVzTX7W34zqxdW7c40Nk2SNwHsV2DNmj6PmjH1W7mCmqM1lnwX-W22ll8z1N08qvW6fD2xY21XM-hW8_bH1b5M-BNxW5y_dMG9b07SVW95pMdZ4gbNDtW5Yj7Gm55KMbYVjpSjq531QHcW4Blr2K8z3BRVW1PtW9p7LjqjM38_v1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgLt7W6DYqnq1W46hQW5p-NkC8g59fMW1-jjwX9ddHj0W15PMN68VBBnjW9lgkch4KWcP2W18WVpF4WJ2pVW3r_Sjs5rHTMwN8t30gs2pMVLW6LQ8fy5jzgP3W3l0qCJ9klDTjN8jQzZ5K7-g8W6dh8q46DzxCmW98dqT27Q0X8-W8xy1Q67FGC2VW60y-Zm1NW06xW6sfNhJ36MwXvW4T9XRY2byGP5W5G-b1F42N01SW31GK3M3HPxLLW6Nw3np4Rl_FbV2v0Rs8YMB95VXz95d422L5f3h6k1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgHlTVmN1cM7WcS3dW72gjmf2T5bJqW31Xsml69-v80W4NtBZy56gDk5N6Kp47dm4qQcW5D_-bz286PvSW6nNLbD5Rb_NqW1t8bY82d1N31W6Cs_6J4kN7cKN5-rgqHSyyPJW8Gmpnj6GCLVWW6K5Hzz7B_0ZBW17pLT51SsfyfW32SGSN8kcN2pV5WRvQ3mMwFNW7px8GX3-8HdqW2ZQ-Y025r071V2kmQ51XBMcTW3TH4Vk1fwYtZW1pV54X8GVv-QW2Frk_m7qb9c1W1K-_gT6n5RYB3ld21
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(2) The Atlanta Fed’s median wage growth tracker shows that pay rose 6.4% through 
September, with job switchers seeing pay increases of 7.9% and job stayers receiving 5.3% 
increases (Fig. 19). 
  
ADP has started to post similar data, which show that the median percent change in annual 
pay through October rose 15.2% for job changers and 7.7% for job stayers. 

 

Calendars 
  
US: Tues: NFIB Small Business Optimism 91.3; EIA Short-Term Energy Outlook. Wed: 
MBA Mortgage Applications; Wholesale Trade & Inventories 0.4%/0.8%; Crude Oil 
Inventories & Gasoline Production; WASDE Report; Williams. (Bloomberg estimates) 
  
Global: 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. 
Wed: UK RICS House Price Balance 20%; ECB Economic Bulletin; Bullock; Elderson; 
Haskel; Beerman; Wuermeling. (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 fifth straight week. LargeCap’s forward earnings has fallen in 12 of the 
19 weeks since it peaked at a record high in late June. Over the same time period, 
MidCap’s has dropped 13 times, and SmallCap’s has moved lower 12 times. For a 19th 
straight week, none of these three indexes had forward earnings at a record high. 
LargeCap’s is at a 34-week low and 3.6% below its record high at the end of June. 
MidCap’s is at a 30-week low and 4.5% below its record high in early June; and SmallCap’s 
is at a 27-week low and 3.9% below its record high in mid-June. Forward earnings 
momentum continues to fade. The yearly rate of change in LargeCap’s forward earnings 
was down to a 19-month low of 6.0% y/y from 7.4% a week earlier; 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 
tumbled w/w to a 19-month low of 12.1% y/y from 16.4%. That’s down from a record high of 
78.8% at the end of May and compares to a record low of -32.7% in May 2020. SmallCap’s 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgZqNW3Qxw7t7kDPXkW63tc7f8jB52WW2PPt7C487DkhN8VRvJc53PBLW4W52dd26JjGPW6WKXzV2bgDJ0W2K959-7tznnQW30tJ8X2rfbW3W38RnQr6GjSVVW7Z9m7G1S8NjyW6Pfy565mfwSfW5RYZJH5w8zq0W4cTpmL8QyWdfW6BS0ZG4CGM89W1QzTMQ3w1l6fW8yfxGj8HDX9NW8FckN36NtM98W5nkz_24tHq1yW98-Rry1C4FLyW66KzFp4H39pCW9jxcT47xgrkBW2pvjZJ4lhn4h35wL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgQs_W2kZNqY8jk18DW6LwWlJ6D6kzLW8dh03Z8zyQ7bVfP7c-7lfj65VrbKth7HYQywW4GZ3gh5g11sJW2Jc2dp1b5XcSW1r6nxc5pYd3TN69LgLH_vqFpW1dj4XF87hSmRW937jpt8DNYNNW6PCL1d27LjCSW54G5D26xt0Q9N6-hPXzgmjrnW11Rc724WTmQ4W1j2hP18MR17BW5ChTRb8Lb1YLW8zTYbD3Mt4CpW6y27tV3yHN1mW89NrLn81RrDCW77NH191jcW5nW9lY2DR6Q22GP3cBc1
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was down sharply w/w to a 21-month low of 8.0% y/y from 12.9%. 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. 
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 have been heading lower lately 
for both years. Here are the latest consensus earnings growth rates for 2022 and 2023: 
LargeCap (6.1%, 5.6%), MidCap (14.0, -0.7), and SmallCap (11.2, 4.9). 
  
S&P 500/400/600 Valuation (link): Valuations moved lower last week for the first time in 
three weeks and have dropped in seven of the past 11 weeks. LargeCap’s forward P/E fell 
0.4pt to 16.4 from 16.8, but remains 1.3pt 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 edged down 0.1pt w/w to 12.5 from 12.6, up 
from a 30-month low of 11.1 at the end of September. That compares to a 16-week high of 
13.2 in early August, a record high of 22.9 in June 2020, and an 11-year low of 10.7 in 
March 2020. SmallCap’s forward P/E fell 0.2pt w/w to 11.9 from 12.1, 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 23% 
discount to LargeCap is near its biggest since September 2000. SmallCap’s P/E was below 
LargeCap’s for an 116th straight week. That’s the longest stretch at a discount since 1999-
2002; SmallCap’s current 27% 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 73rd straight week; the current 6% discount is 
an improvement from its 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 considerably for Q3-2022. In the latest week, the Q3-2022 S&P 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgzP6W7p51wV9gCNHsVV47-z1RN2C6W7ks_jt2nwxMTW4_gJP413vw9SN3kVzQrnQq63Vswxn08hFmPLW95K4Mq6k0LwYW2V-LdZ1tvp0hW3ZHlbX1PXpGvW5_4C_q59lbp5W4DSjbM7D2072V67RML4vYVL9W5VyRbw8VgRpbW5Kxf3N3_TWqVW3KNhhS7-LpStW8dz8B58Bt1bCW5vxv3L7yZLQkW3kcNyg91CHK-W4PPNbb2hRsc1W3Rc2-R6mvTwWW10z4zG2zzxtqW1tZy3X1j3zJ539YC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxJ3q905V1-WJV7CgHvFW6H31Zl8BQTxpW74FXPj3tzzHFW5WZqr-6qz5WqN4wpR2L7lz9YW150LFZ6hz3MlVz-ZMC98F47mW1VVs2F2nJjcrW7n7xBP1-6GmKW4hmK3r2Gx2hnW68ky2B5RVkHFW1z7cgd2-Hv2HW7K7xpt6xXQj1W43DwmJ6h4GljW7DBbcC57Cz6cW7_MmxC2rBY5dW4bL0Yg7VP00mW5rsmFW7RXQPJW5N6HBq8VC9s2VSzLjt3QXGjZW6c34wZ2WXSQRW6dWBCj3hCNYFW62tW0g2B6vklVhB_z-1pbKChN7s4m6Lt-6m-3nmY1
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500 earnings-per-share forecast rose 119 cents w/w to $55.97 due to positive earnings 
surprises, and is now 5.9% below its $59.49 forecast at the start of the quarter. Analysts 
expect S&P 500 Q3 earnings growth to weaken to 3.9% y/y on a frozen actual basis and 
4.3% on a pro forma basis. That’s down from Q2-2022’s 9.9% y/y gain on a frozen actual 
basis and 8.4% y/y on a pro forma basis. Double- and triple-digit percentage growth is 
expected for just four sectors in Q3-2022, and y/y declines are expected for five. 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 (140.6% in 
Q3-2022 versus 295.5% in Q2-2022), Industrials (19.1, 31.6), Real Estate (14.8, 13.1), 
Consumer Discretionary (12.8, -12.1), S&P 500 (4.3, 8.4), Health Care (1.4, 8.7), Consumer 
Staples (0.1, 2.2), Information Technology (-0.7, 1.5), Utilities (-5.5, -3.7), Materials (-8.4, 
17.5), Financials (-16.1, -19.3), and Communication Services (-25.4, -20.3). 
  
S&P 500 Q3 Earnings Season Monitor (link): As the Q3-2022 earnings season 
approaches the finish line, the results to date indicate that it’s the poorest quarterly reporting 
season since Q1-2020 as assessed by the four surprise metrics we measure for both 
earnings and revenues. With nearly 86% of S&P 500 companies finished reporting 
revenues and earnings for Q3, revenues are ahead of the consensus forecast by just 2.2%, 
and earnings have exceeded estimates by only 3.8%. At the same point during the Q2 
season, revenues were 2.7% above forecast and earnings had beaten estimates by 6.1%. 
For the 429 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 429 reporters so far collectively has a y/y revenue gain of 11.9% but 
an earnings gain of only 5.0%, as higher costs are pressuring profit margins. Excluding 
Energy, S&P 500 revenue growth falls to 8.7% y/y from 11.9% and earnings growth drops 
to -3.3% from 5.0%. Just 70% of the Q3 reporters so far has reported a positive revenue 
surprise, and 72% has beaten earnings forecasts. However, significantly fewer companies 
have reported positive y/y earnings growth in Q3 (59%) than positive y/y revenue growth 
(80%). These figures aren’t likely to change markedly as more Q3-2022 results are reported 
in the coming weeks, but what change there is should have a downward bias as retailers 
are more likely to miss forecasts and guide lower in this difficult economic environment. 

 

Global Economic Indicators 
  
Germany Factory Orders (link): Recession fears are growing in Germany after factory 
orders in September contracted for the seventh time in eight months, sinking an alarming 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgNLwW489MbZ8QnntJVMc0D53P8j9kW86LFkV23m9VmW1ByX_X2mPqxsW4rG32X6CcsFsV8Vy8p8L_2SQW5JZ_dN2_YJvrN7vj2FM_2RhkN6GHmGgLmxFsW4KfpD63kp8FNVmhjRw7-lKdcW8sxH_338RxMzW2RnbxZ7vtLRQW360rPJ1qVctFW1nR-3S1jcvWSW5FnQNp6ZVHdKW2Qkd6J572TBBW1wHcWk5SWHZdW1nQWQj2rHps4W4X_27j5G2v_sW2DLgyd75Ws-tW21cRPb1fsdxS3kg01
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWqt0G8Y2G63W4DKGgD3PJ09jW5q0Twr4S59WSN2nfYxp3q8_QV1-WJV7CgDT_W5kd7NC3GDCQpW8Xw0xT4NTGVfW2vdhGF4dLNJQV2Cwlj1qR2yvW3s5tgq4LhxqWW86wS1g23yC-bW1YFChp5LfSgXW2CZz288w2l6qW5cNQGM8Slf27VZ37dL5p_1YTW39QCR864hbmcN36KlrxjkZZ4W77bCn94JnqZVW2jxWgP5GQWd_W5sG1j75-lpQsW456-cS7HLjlmW6dyHkd7wkHn-W6Wkds-66mp9YW4jMKsc34fFb-W6-fxCb78fgD8W9fWcVz5S-h2jW1MWDYM7qHjSB33LW1
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4.0% m/m and 12.3% over the period, after starting the year with a 2.9% gain. Domestic 
orders ticked up 0.5% after falling three of the prior four months by 6.5%, while foreign 
orders tumbled 7.0% in September and 8.5% during the two months ending September; 
orders had rebounded 5.0% in July. Foreign orders from within the Eurozone fell sharply for 
the second month, by 8.0% in September and 10.9% over the period, while orders from 
outside the Eurozone plunged 6.3% after a 0.8% downtick in August. Here’s a look at the 
ytd movements in domestic orders, along with the breakdown from both inside and outside 
the Eurozone for the main industry groupings, respectively: consumer nondurable goods 
(+6.3%, +6.1%, -0.8%), consumer durable goods (-5.4, -11.6, +0.6), intermediate goods (-
8.3, -13.3, -12.6), and capital goods (-20.0, -6.3, -4.1).  
  
Germany Industrial Production (link): Production was a surprise on the upside in 
September despite ongoing supply bottlenecks and a decline in output in energy-intensive 
industries. Germany’s headline production, which includes construction, rose 0.6% in 
September after a 1.2% decline in August and no change in July. Production is down 1.4% 
ytd. Production excluding construction (which the overall Eurozone uses) rose 0.8% after 
falling 1.2% during the two months through August; it’s down 1.4% ytd. Manufacturing 
production advanced 0.8% in September, following a two-month decline of 1.1%; it’s down 
1.2% ytd. Looking at the main industrial groupings, capital goods output climbed in 
September for the fifth time in six months, by 1.1% m/m and 10.3% over the period, more 
than recovering from the 9.5% plunge during the two months through March—with output 
flat ytd. Consumer durable goods production remains on a volatile flat trend, dropping 3.4% 
in September after climbing 3.3% during the two months through August. Meanwhile, 
consumer nondurable goods production has rebounded 4.4% during the two months 
through September after falling 7.3% during the five months through July; it’s down 3.3% 
from its recent peak during February. Output of intermediate goods sank to its lowest level 
since September 2020, contracting 3.7% ytd. 
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