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Strategy I: The Next Political Cycle. Joe and I previously observed that the stock market 
has a strong tendency to perform well following midterm elections irrespective of the actual 
election outcome. Since 1942, during each of the 3-month, 6-month, and 12-month periods 
following each of the 20 midterm elections, the S&P 500 was up on average by 7.6%, 
14.1%, and 14.9%. Of the 60 observations, only three of them were negative (Fig. 1 and 
Fig. 2). But none of the 20 observed 12-month changes were negative! 
  
However, there are too many factors that influence the stock market to show conclusively 
better performance under divided than unified governments. Nevertheless, it is widely 
believed that political gridlock is bullish for stocks in the US. The market is happiest when 
our constitutional system of checks and balances is working. Therefore, a divided 
government is preferable to a unified government when one party controls the White House 
and both houses of Congress. That all makes sense. However, gridlock may not be bullish 
this time if the government can’t function because of extreme partisanship. We do expect 
nasty fights over the federal debt ceiling, for example. 
  
By the way, in addition to the bullish midterm cycle, there is also the bullish third-year 
presidential cycle. The average return of the S&P 500 during the first, second, third, and 
fourth years of presidential terms (including both first- and second-term presidents from 
Roosevelt through Biden) was 6.7%, 4.3%, 13.5%, and 7.4%. The third year of presidential 
terms tends to be the best of the four-year cycle (Fig. 3, Fig. 4, Fig. 5, and Fig. 6). 
  
None of these political cycles will matter if inflation doesn’t moderate significantly in coming 
months. In this scenario, the Fed will be forced to raise interest rates higher for longer. The 
result could very well be a hard landing of the economy. That would certainly bring inflation 

 
Check out the accompanying chart collection. 
  
Executive Summary: The stock market historically has performed well after midterm elections and 
during third years of presidential cycles, but none of these positive political cyclical trends will make 
much difference if inflation remains elevated, which would force the Fed to cause a hard landing of the 
economy. … Also: Analysts’ earnings estimates are falling mostly because their expectations for 
margins are falling. We review the relevant data for the S&P 500 sectors. … And: How fiscal policy 
has contributed to the deficit and inflation. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgPDPW5pcggQ8rsvKfW7RLlxc3KkffsW1D3C7g2XhrWfN2-dnVjwLywHW90pjg03VjfKFVd9GGb9jWGYKW6DWY1x1Tr8XCW24Vzmw6TQgrTVQBcXl51NydJW5J1Zwn6WncGnW6jDwT24VDBScW6kYFXn6yy3QRW60CXG42F7-GSW7L8f0k2zsLGJV1HpmV7-ZDHvW9d8ktv7x3f6JW7cDL679bRHfgW6NhF7g3_X476W2fM0vg3YYpcSW1bGxKf2HYFP6W1fx2tJ7-25f8W91wNF45vvkfP3pbm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgKTBW7HjX_04kxsf1W2gLRGN6rgF1FW6zT-vh2lNVPqW2QXlQx97dWgMW7SYCsj5HCkhCW5sH1MQ4GZ5lzMlMXjFw9gp4W2mB1Pq2PtTcVW6qHT1n5ybFzXW8ThtlB8nLqJ8W7rc2Y18QmSGHW2TkyGL4fzx_XW74bRc-1s37gjW3P-18K8-X0ncW7X9Twy9jSjm6W9cjYn937XcQzW2N44-67v7lHcW7WWDnK35jbfwN1WL2TFVhDyBW5vQ5p36xtdyDW8pngfl5nKBpYW95zJ-12j1H5-3nf91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgQ4xVLw9cr8ZqxsxW84_nM26nYjdwN4bJzRyjXCqnMX0Z11XYy6yW2WKg5D5zCcLCW3DFBXk2ZBLRTW8jHlH_6fwjQXW7cYT8411-h2ZW2MXXsK7w_HhpW8C49sD5Tl8VCVP569z79yYKBW8m7d1q7LKTvhW4cJtd92q0n9tW8t9Tg93f3S91W8Gdj9y6VbbNwW7fmDYY4gZ1WwW9f7_PY8qJNPPW1rxkHY4m9L0LW63KBGT2cZPS-W6xVDkD66tcBXVCRFPB9g5drDV22WPv102RZb37LF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgQgcW4nJ0Dv6D2RcpW35hJZS7YrBzhW5CLjlf5F9Yt1W6kqbDB3kklZLW5X1gqh1JtBNRW5N5BmG3Ckj6VV4JLQ417jP8ZV6R6rY5g4KLLW2xYS8B8q5pH_W5V64Zk8BTy1jW998p-D1TpK2HN5zR1kCn_DNVW12Ky8b3Mkjv1W6bZzSs7jQ0pFW3q_Mpp3BfqxHW6RqY7j2N1zXXW2Nn5jb3pSBQVVXdx574ftdJPW481F1r2MnxvfW3xyxPn52dC8cVjF-dz5-r-_BW7xbDdP6_k9wZ37FT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgCpyW35P23-50qz6ZW2-4Mm63R_3ydW6sjyS24dwy7DW5RN8rS3rbMJQW6TtGzF123376W265VJV2V4bVqW5wBHGL7VH1N8W4H8dBj6L-2TyW718ntM1QxsbNW10YJKD29Z0sjW94mJDt66_MvKW1Lk_3r63b5J_W4ZDB7s7c49WWW4J0F4k5MLgbgW4bkxhJ3Ww8YSW1R7zVn1dyKQ_W66vgDR1_bJKtW8mJt5S47PcpvVSPqnj7tV1XtW5MRzBK66F1srW7DLtC37BSVLCW4pZ5tk3Xt5Hp3m6S1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgHvBW2nHm5n1YbtCLW1GWt0C20G7yWW8xP8cT8pMCNQW17JHml4HjMFfN82PsVXxWtyPW3W0nbp4XJ5L2W3fx-Mc920hMDN6Kvp70n7mCpV262zq332BkLW4k1-yv11MV3TW2rkDGR4d454vW8HPmt_7YdVlrW8fgZS51DX9ZLW6SLpz-64yV0GN95VGgVg-0WBW2S5DJg1VvDMnVZP_Bb839bKTW64YBbF4NXLJxN5S3nWHkjXRWW61rszn2ttY4jW32qqMy3vzK7dW7mTKrd2qJ3Z638Fg1
https://www.yardeni.com/pub/cc_20221109.pdf
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down. But it would also push stocks deeper down into bear market territory. 
  
Strategy II: Earnings Estimates Are Fading. Industry analysts have yet to get the 
recession memo. They are still estimating that S&P 500 revenues are growing. However, 
they’ve been reading the memo about the squeeze on profit margins from rising costs. As a 
result, many of them have been reducing their estimates for the profit margins of the S&P 
500 companies they cover, as we can tell by deriving margin estimates from their revenues 
and earnings estimates. Let’s update the data we’ve been following to keep track of these 
developments: 
  
(1) Forward revenues. The weekly forward revenues per share of the S&P 500 dipped 
recently but remains on an upward trend through the last week of October (Fig. 7). This 
weekly series is a very good coincident indicator of actual S&P 500 quarterly revenues per 
share, so we use it to track the latter. There’s no recession in the weekly series so far, 
which has been boosted by inflation, of course. It is up 10.7% y/y. 
  
(2) Forward operating profit margin. The forward profit margin of the S&P 500 companies 
peaked at a record high of 13.4% during the June 9 week. It’s been falling since then, down 
to a 17-month low of 12.8% during the October 27 week. It too closely tracks the S&P 500’s 
actual quarterly profit margin. Based on the last two recessions, there is plenty of downside 
for the profit margin in a hard-landing scenario and less so in a soft-landing scenario. 
  
(3) Forward earnings. The S&P 500’s forward earnings per share peaked at a record high of 
$238 during the June 16 week. This series, which tracks the quarterly operating earnings 
per share of the S&P 500, is down 3.6% since then through the October 27 week. During 
the recessions of the Great Financial Crisis and the Great Virus Crisis, forward earnings 
dropped 39% and 21% from peak to trough. 
  
(4) Quarterly earnings estimates. With over 88% 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 3.7%. At the same point during the Q2 
season, revenues were 2.7% above forecast and earnings had beaten estimates by 6.1%. 
  
For the 437 companies that have reported Q3 earnings through mid-day Tuesday, the 
aggregate y/y revenue and earnings growth rates have slowed from their Q2-2021 to Q2-
2022 readings. The 437 reporters so far collectively has a y/y revenue gain of 12.0% but an 
earnings gain of only 5.2%, as higher costs are pressuring profit margins. Excluding Energy, 
S&P 500 revenue growth falls to 8.7% y/y from 12.0% and earnings growth drops to -3.2% 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgDlpN2BFzVp9Cgd2W5zLSbY4qHcR6W7d-5sK3NMXDTW5Pl-hk7G2-sNW8R9YZ-2RNqGYW3xQktH5X9KwkW3wN75s812LxcW5W4fyv1l_LLkW81stdp2mxvtXW8R2Hvz1LHjnzW7ThDn17043YYW2JV_zc3QnKZWW8yH-dJ3FS7sXVn-ppN1v9njjVfGk3h6LL-V4W7K8Sm723dsvBW7XWFYW45cNzzW8rSJ337NNmKCW6RX5dj2cTp4xW2cKkwC6szfZTN1JSF2cLqf8JW3NxxNj59j0J53mZS1
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from 5.2%. 
  
Industry analysts have been cutting their Q3 earnings expectations since the start of the Q2 
earnings reporting season, as companies have been providing cautious guidance and 
continue to do so. As a result, the typical upward hook in actual earnings results is much 
more muted than usual during the current earnings season (Fig. 8). Meanwhile, the analysts 
continue to chop their expectations for Q4-2022 and all four quarters of next year (Fig. 9). 
  
(5) Annual earnings estimates. While S&P 500 forward revenues per share has been 
climbing all year, the analysts’ consensus estimates for revenues per share have flattened 
out for both 2022 and 2023 since August and June, respectively (Fig. 10). 
  
The consensus earnings-per-share estimates for 2022, 2023, and 2024 have been falling 
since mid-year (Fig. 11). Here are the latest readings for them through the November 3 
week: $220, $233, and $253. The latest reading for forward earnings is $231. With the S&P 
500 currently around 3850, that implies that the forward P/E is around 16.6. That’s more 
consistent with a soft landing than a hard-landing scenario. 
  
(6) S&P 500 sectors. A look at the 11 sectors of the S&P 500 shows that their forward 
revenues are still rising in record territory for Consumer Staples, Energy, Financials, Health 
Care, and Utilities (Fig. 12). Stalling or heading downwards in recent weeks have been 
Communication Services, Consumer Discretionary, Industrials, Information Technology, 
Materials, and Real Estate. 
  
In recent weeks, forward profit margins have stalled at relatively high levels for Energy, 
Financials, Industrials, and Real Estate (Fig. 13). They are falling among the other sectors. 
  
On balance, slowing forward revenues growth and mostly flat and modestly falling forward 
profit margins are weighing on forward earnings (Fig. 14). 
  
US Fiscal Policy: Biden’s Contribution to Inflation. The Fed’s latest Minutes doesn’t 
mention the word “fiscal” even once. This is curious because the Fed’s monetary policy 
mission to lower inflation runs counter to recent years’ fiscal policy, the effect of which has 
been to boost inflation. So one would think the Fed would have an opinion on fiscal policy. 
  
In any event, the one Fed governor who has mentioned fiscal policy in recent months is Fed 
Governor Lael Brainard. Interestingly, Brainard’s take on monetary policy runs counter to 
Fed Chair Powell’s, as we discussed in Monday’s Morning Briefing. She is not as hawkish 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgVKQW6Cn-nn1pBMjWW80jfDh7c9VN0W7xDGpK6dtVp2W4_1kwv2VSGJkW1n95PC65VT3PW2DG4mz8F8YjGW3HH9Qg1K0-HSW6DN5Bm1KDptWN3lvspdh88JMW6zld8z3jqbg6W4_Qmf_2scC3LW80fNdP3BPSPkW8-ng449b3qP9W5NxvSR1cvjPwW3CnBx22qD5yDV2JCH06m_YlhW929hw07JyKgSW92sLHy6sMLnKW17sVDr13g825W5msx987k-NDcW3Q8qhP93MyHRW8zk12J5Z-F9f377K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgKfLW8dz7Ts1ln-JRV9yFQf5Bd2vKW5BtM8h39BQm5W7HJ5287yndpTW34lsK61lSyL1W8CN7_-4WZVhXW6xPyPj30MTxrW8qwC0R3qtmgKW4PN0R-6dnj5HN4v25-vNWcNJW8c8npV98CSsLW88_7ZG7MC4GtW1nqLZq5SdQv0V2j9L01Q0pKmW1RRNJH3rFln4W7Lc4YQ8SWs_nW7vZpSC12vL9JW6nlJnF785gxmN52gQqZpKDy0W4kgdpZ6h-6wsW3ZJ2ZB5221czVjZqd26ntrVl3fM-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgTfjN8PmkMjX6bPWW1pfpjm2RyWWWW1_r0g66x9hyGW5q3x_72NBxCdV8_KSz5HrGVSW6TwGZ33lZK5WW8Q31sG5KxfhYW6rMg_31JsB50W4pz2Ds8dCgQXN89jWYVPWQ9lVBTWlf5PWrrqW3Fvlfk7VtTjrN6KmhjCV8YcfW5mkT0n7tzjS2W3N5PWM1MC2j7W4PXPTk90lp9CW6873Bv3tMz5HW74hWGq4j_nVyW48v6T72QcWs0W8V2qhG1yBZLVW3PPjYf6JT1z_W3JGPGx7Y7Kv0390V1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgVsvN6d_DRb7m1LmW16w4zT8jVXlnW359XhP1_Nvq7W3SP9Df5PCjJmW4JzLwT3mRjHDW3DGT0p3dCRjdW3Bp9Jm2153YLW953GV_2cspJSN59k1dbcNQR_W1XfvTt37VZjNW18jwzS1s000SW90V4P57vCBvVW1SPT6N601m10W7bTBzY800lc5N9hj7sHJtHHcW8xWKVV3XWdmVW8qhB6d5Z2QclW7RtV887fcnw6W4hq3KV5cy5WxW19nM9X8Gb1_xW5dVBsX56QQQnN4GWLj8nT44q36301
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgDk2W7qwjrS2WcyrYW4Sht8-7r5tRpN1gC8M3DW6wDW3XWJ805fBksYW8ZdP9n6V5mK2W92nbXr2pxJcpVPMkcj7ZVQymW9hvpb21jGXj4W7ysLTl6h8lPrW5Ym59Y7-7KQCVM8Hy11qhM2PW5-xXxz6z7dBdV2mjV_3n-d3bW4YRb9b2j8F0pW6fgs9Q26HrmjW4dp7SP8nSw02VKj80Y8PTR1rW8gddmB4yskCCW1WhlGT296QctW5kLjHb5-MzllW5JLRN-4vN33wW5TT49H4kyyMj31R71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7Cg-K6W80gtFK5Yh9B3W19J9fn6CqbgSW2553G12JBNN4W28z8bS2x1RQlW6M0ysv2lWHkyVv11qw7jD78XW90kp1x2LSLf_N1dNL2bk0VzPN4Bk8hJM5j2wVD89j52M-qmzW67p2793dqpB0W5kzJyl3PMPp9W5RTX4Z639C0-W1dtRYR1634XgW9gSdRs7GvQd9W8psJg95FbSN8W5DHDYl7_G0LYW66HCSY5c0gKFN8MfCBxzV8ZvW3B6Bcj43rxMRW3tgz7M4KgQbjW4Fd9Dr3qR_xX3fG-1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgXgmW6gP1Qj6lPPv_W8wxcFx4lJMtjW3vb6h17lZvc9W2tn5qp2w3ny7VZf9FJ7mTXWwW7kHv7f64vNxGW69qmKD1LJ_dlW2BMHSj1GhF5cW1038_37RmwZ1W6KKXDp5qlWhhN2VjYxgGHkWQW3gTqw976JSbCW2VnP958Q9BM3W7fKPt_6fsg52W6H_t9s3lHGZVVMJ4kQ89f8cLW4WWKt95frxsQW2YM8SX983VhyW1P1VPj8fJ5lfW4GNQcw400nwsN4X-QmFmTBQ0W5FZ9HB2lqWbP377L1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvD3q90pV1-WJV7CgHtTW1F_FdS5rC0zBW5Cx0Kw3sm0C7W37kpQB7kKvY2W8gGGhq60h02kW5ZZq0j1_ntyxW3fJlSz3YD9pVW5Fx3JS7gJwDKW5w9rd78CwDDDW48F8qk7Z912CW2BhVJL5V57vCW2l6mv78J401SW3psh7S62hV82W2-LfyM1yyHr7Vz1C438MJnZ5W83hgmw5W4BhpW3bCrlq8KD_j6W6v7Qcd4dpYrqW2hjQFv604SQqN5JZtVHR-mXXW2Sr6Vs2-kFVQW6kgvJn7_SRySVP7DQr2_9qpNW83pySF4nS4ZyW6hgdxW8RhNvLW1ZLK6n266PcHW2QTD8N9g5Fxt36N11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvD3q90pV1-WJV7Cg-CWW1rBV6j1kZdSWN6nwWgPV-t-KW2Kq9Xt7ctRFZN9cKF4446SGYW15nKVv22t1PxW3MqX6g2vR9ggW8l6djM1bWw-8W8_dDLH986K4SW41YMVn37KVcJW2Sttx86XtcB_MzZh_9fFsfnW88C0xk3TS39JVMY1Jh3x2_n6W38GlNH55P17nW95z8VH9gt11QW8FgPk68mzjStW11HvgV2Z_xngW3dvDlz3RD9H-W37033n8t6dQRW7fT4cZ6BSkT_W2_sD3k75wb1QW2Sp85_7w38jQW3q9Pmc3Rsb2HN2hVVdDvqVx8W1Wx4vq4Shc8NW4lXQ3n6pc6qL3b7Z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvk3q905V1-WJV7CgFDXW5wCYBR314d2DW2QfxJV3t5nlZW4SzLxv8HvwTgW44k2KB5M15VHW6RzcbJ23RVp6W8Jd3bB59nsYyW9b5F542sTf6XW4jz0Sp8P-TSDW69bVGR3nDVLkW91b56c47t9VnW2TvQLf7jD_9zW6BlthG58hGBSVvZNnt5gqt07W6tJX3b2nzW6nW32Bh3n3vPvd8W61VYbJ7TgZTvN3grLdYPc7J6W5NShVP5286kfN4DJlRZ-GZ13W1fVZhD32qx-TW3tYgHm8FrSyNV_NzK23BZXRFW8qyr0F2xnBF0W52sCPK24llsJ32671
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as he is. 
  
Brainard may be right that a gentler approach to tightening ahead is best. That’s not only 
because of the lagging effect that monetary policy has on inflation but also because fiscal 
policy is likely to become less stimulative and thus less inflationary over the coming months. 
  
During President Joe Biden’s tenure so far, about $4.8 trillion in excessively stimulative 
fiscal spending has poured into various sectors of the economy. The most significant 
tranche of spending released immediate funds in an indiscriminate manner to a large swath 
of the US adult population. Stimulus funds have acted like a jolt of espresso to household 
wealth and consumer spending, adding to the inflationary environment that the Fed now is 
trying to tame. Now that much of those funds already have been spent down by consumers, 
the US government is likely to run out of fiscal fuel while monetary policy is tightening. 
That’s especially likely if the midterm elections result in more political gridlock. 
  
Below, we examine the inflationary effects of Biden’s big spending. It may very well lead to 
fiscal fatigue even as the stimulus wears off. Consider the following: 
  
(1) Spending under Biden. The Committee for a Responsible Federal Budget (CFRB) has a 
helpful infographic on all the spending passed under Biden. It shows clearly that the 
spending, without much in the way of offsets, has added significantly to the deficit. Of the 
$4.8 trillion net deficit increase, the American Rescue Plan (ARP) enacted in March 2021 
contributed the most, $1.9 trillion. Yet another significant spending bill passed into law 
under Biden was the Bipartisan Infrastructure Law, enacted in November 2021 and totaling 
$370 billion. Its purpose is to rebuild America’s roads, bridges, tunnels, and other key 
transportation infrastructure. 
  
The fiscal 2022 Omnibus bill also added $625 billion in discretionary spending to the budget 
to keep up with inflation. And net interest associated with the ARP is estimated to cost $700 
billion. It all adds up to almost $5 trillion according to the CFRB. 
  
For perspective, President Trump’s additions to the debt added a historic $7 trillion. But $4 
trillion of that was emergency spending related to Covid. Some say that Biden’s nearly $2 
trillion ARP represents emergency rescue spending as well; but we don’t deem it as 
necessary as the Trump Covid outlay, since it added to the national debt at a time when the 
US economy already was coming out of Covid and growing. But the ARP certainly 
stimulated inflation. 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvD5nKwBV3Zsc37Cg-D_W4q6JSp94_vX4W3TSPc44Dl_dwV7HrZW5lwlXbVcBMtL8krj-4W1vk2j474P_g4W1xJYzY93-gJ-N99mvq5wYsjpW6SSWTZ8XqRJ7W1xfy9M8DSSJ5W6Y60mV2pKFPrW4rvtVs5VLqhHW95pL4n222YVvW4Wvm5Y7Wd2nYW4fjgBd7BFyySW117vPy8Pvjp3W17FR8W3kDDykW4bfxnF8G_PgXW9czh9-2D-G9tW2SHLgy3MZpS4W4yvwft28HCzKW8nywX_7SYs1wW5tStVt15ChG5W7GPBWf7J7C8jW5_kLFq85q2n8W5ShdYF186MDzW4Yvq6T5XG7ySW6YTnP67ygxXxW53Fm4v6z40tSW28lhTR3Tt4TyN2Vlk_mDP6tJW3mRy6x27tHN3W5l6MNm400tNbW80Xlsx5l4lG9W869RQz7N-WpQN45XS8Nxp7vrW2cgRnF558RjgW8MHD5M8zW_mlW8tTKKR87bcJMW2PMWD-5WYMvwW4PzlbN6h6PyNW6q9D5X3TXlVMW4RqX4y31q0qV3cyJ1
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(2) American Rescue Plan inflates inflation. Quick bursts of $1,400 were distributed to 
Americans with the government’s third round of stimulus checks from the ARP in March 
2021. At the time, annual inflation was just under 2.0%. Fast forward a year and a half to 
September 2022, and we see the highest inflationary increase in nearly 40 years (Fig. 15). 
Estimates from various university, Fed, and International Monetary Fund researchers (see 
here, here, and here) suggest that the ARP added around 3-4ppts to inflation. 
  
Of the ARP’s grand total $1.85 trillion, $900 billion of it was spent in 2021, with an 
immediate $400 billion injection directly into Americans’ bank accounts. That jolted the 
already inflationary environment created by pandemic-related supply-chain difficulties and 
the Ukraine war. A case in point: Immediately after Americans received the stimulus checks, 
demand for new and used cars surged, overwhelming the short supply, and catapulted the 
CPI for those items (Fig. 16). 
  
Was the ARP worth spiking inflation for? Sure, the spending came at a time of uncertainty 
when variants of Covid were spreading. But ARP also came at a time when millions of 
Americans who were out of work during the pandemic found employment. 
  
(3) Student debt relief adds to inflation. Biden’s student debt relief, enacted in several parts 
from April to August 2022, also freed up income that would have been used to pay down 
debt and increased household wealth by $20,000 for the biggest beneficiaries ($10,000 in 
debt cancelation and $10,000 in grants). Others received an extension on a pandemic-
related repayment pause. In total, CFRB reports that the act canceled about one-third of all 
federal student debt. 
  
While Biden’s student debt aid did not add as much to inflation as ARP, according to 
estimates, the bump was still meaningful. Economist Jason Furman estimated that the Fed 
would need to raise interest rates by up to 75bps to counteract the debt from an inflationary 
perspective. 
  
Counterarguments to the inflationary aspects of the student loan cancelation and relief were 
outlined in a recent article in The Atlantic. They say that much of the debt would have gone 
unpaid anyway and went to Americans under financial stress—but also acknowledge that 
only about 11% of debt was in default or arrears when the bill passed. 
  
(4) There’s still lots of excess saving. The Fed’s study of excess savings data shows how 
much additional household savings was accumulated during the pandemic beyond what 
would have been saved under normal conditions (i.e., absent federal aid and assuming 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgXDFN3pXS6LBmdbtW3PscSP1hJBtyW36L7C25PsDzBW6qnb5c6NVNVsW5mkzLg1SDKRNW5Fzpgh9hFVgqN95xHd6yzZn0W8hF2jy3DdqtSVn0j7s1rp8K0W661Q0k3RVmjfW4Gjr2k62YfXyN2bNKlqZG8lZW6tPWW_4jRqqmW7bQ64v99n7-WW7zx-Qk3-7QrnW3WDFwV5XkJFXW3SnF0d1w9yV9W3RzqNg4jVMLPW21R2YP5BVBgsVSqdLf7m5DFmW6ZQL8H8DstzcN1824L-ZSlKH3cdx1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvk3q905V1-WJV7CgS8xW7Y3ZKq8l5PNFW4F3hqF7kYB37N3T03XQ7zRXyW5j5FS5270sJ5W2Wzttn7L_CxsW9885Rz3px4gdW8W9wJV2Y6_pXW3djNS02sgWSMW6FjJkH1V-jQQW71Bt9N3hnC8sVkpk4F9gSSRSVtm5Nz6GBJf8W3M2yS17fK4GFW3kw6HR7_wqnWW10z4Z3209BD7W25wdF631tZWvW8zXk0Z53T-ZfV_Lzf02hrCc-W36KPvQ59MfbwVZJn3870f2hlW3GC5k013zLt1V48sjy3cP415W991Szp5xcDDrV4ZWG76CWnnJ3k3k1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCtr5nKvpV3Zsc37CgZYSW4cnmZ95DP-w-W7dRdGx842VP1W2nwh6L1Sj9dBW1X7YF16NCdqtW923p4C3ZD51lN2JDbrk-mW5dW3YpTwL7kfhPJW825mc76M0-rVW4__5ZS5wVL04W7jjkDd7pK-kxW5N2M353kPfVjW1Bpz7H1vrzSCW6XKt7V4KwXd-W7JzFq06D220xW4RH38-1hfl2xW718HV225LZk0W7ZdvP56X6vX5W95SgC95SZ_LYW4kW2sp41xWBvW86Sj007xpTtKW6n-5z93WXk9cW6399yN4MD99xW8rC7zr94ZmPhW38SdVN4j2-YqMM4lnBq6WdXW6PJN185v90yMW66WvY92cVKxjW27wlnh5QScyVW3LZzrX6F0Sc7W8CHYRm5Hv9dRW3m-fxv7Ydr2KW4mDJX27VC8kkN2xrHjtSlYzmW6C6ylt6WjVG23jYh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvX3q90JV1-WJV7CgHlbW5SgZ_w5RKvXpW8plsBM9bCh_LW85Qxtv25MZ_vW3LxtYK2zp9g_W9gYb3K41MK4FW3MWyC-7c6KjLN3s0HwCpk8VxW24Qjr65z3xwPW8LhzP87MQ4CHN7TyFp41FgxfVBwVr63SrSG5VGMwyL3r8mr0W8y8YTB50G7k4V6_HDh8DllXpW4Svh-t6m0xV8W2B668_7-bqkqW9b_dGn9hGwM_N5ccpn4tYqF0W24dZRg7Zr_-9W96gy_w5c4Qj9W7R6nk28n2ZyNW65D6MZ16pXPQW1k73mY1hLsmwW46PqdJ18gzVwW17GYR31k64SCW4J_Ppw2NKlTsN8NBYKBBZV93W670cJT7LHNSt3nNc1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgXrWN7D224WNDWzsW1rxSCl7B1m5nW2l9Rmk1VNXx6W2qdNDk16P5BKW77BTTs79m_0JM2ZxLm8Wv7kW19yHfy6K04-yW1Hytbf4prXJtVH4vcp43-Q-kW4ddX323-CXs9W785nfY2V2_F_W21CQhk3hQyFLVSk_J_2bCwTZN4XD_Xrdk3X9W7cwH5y4yDtgfVpc5sQ673dtcW31XrMv3ys0W9W4G-X6_9jXJD0W29wtn05dsX4sW1NV3_z1dCkbkW3Q_1Wr1QCrSYVKhzr85GLFZp3d3m1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCvk3q905V1-WJV7CgJc3W5b_Cbb64FhZQW24qJbs1j-hFBW86SJ2Z4ZC1xyVzzkqj98gpXgW7V-JGc7Fl_r3VkGq508N2pLyW8WbJ-c25nYDXW7ZxFFf3369bkW2swMTk7vtSPMW6L1Lgw5b97pTW5L-2bZ1H87PzVpM1r06JDrV1VVgHlg4N8kCrN7w_4B5f39mxW6FzDHC4dwZ4zW43PPX24P8HPFW5C6nvH4qjZ-wW65z4m158h2_1W4vHp5p44g6fNW1TMsv91dwQ3JW72_6tQ14PbMyW3Tcj3h55WsppN29q0CFd204fW1XPNg42_yjF73q8H1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCwc3q90_V1-WJV7Cg-_BV3V7Hl7yz52wW4jNqKY5kygGVW1-BzF48pJCTMW11Fxt73WngdYW6D3Cp19lJZlkW1nBsYH1xkm5qW66jqW27-zqq3VHWXx56-SPgHN741yfF1SmPbW94vZct7thJDFW7fyszb2TP07kW4W1xNz5DDJMLW4bYRkQ176bnCW4NGzHV3_N7HyW2nVnD-6WwqXkW377KB15_h0f3W7qDQLF7rzPFpW7QX1cN4LXW7fW5jPtnC569qWMW3NrzsK8py13mW1VtkYY4p1SB9W6xLbRr4-kdffN16Rs8sVGX4BW1w4Y2g3Q24pbW7XJz2D43N9MVW12MwPL1Q8N60W93hBZ32RfP26W7dDscK3762ZlW5lJPR_5cLLQzVHdJsy7TcW2j38361
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCt75nKv5V3Zsc37CgR4nN10J7gfMsGv2W5M1nH_6X9-M-W4Z4RK_3KZDSQW6LXsPD65fxtrW5jsgmr7bDJ_xW52ZXh61166vQW801htp7X9qLdW6j7kXG3kwG6VW8CTNX33YSgFlN2GslMmXpswGV_tgg829g6njW3wbHj-317JdkVqmlNf6Tb824W3jvMv_6N-vd3W7ymm5G4d-h-VW4yNwly3GQyN7W20v31b6__7-HW6mh0cq1P-YfhW5wzTcn4lxJBxW1CLZFn5KFfccN7VLN7YVLYGLW825Yfr7w0G5PN2Wz9Crq0skBW6_QPt76TdqmxW4lVgGx8XHy1ZW1fZ3Fb7Cc9KxW4cCVgv1_JZXsVPcyTQ6VTy0sW9k70qg63v6gXW9bWXDg9cH_P4W3WRLPj24DvP4W8DXJYQ1JTH8k3msL1
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consistent spending patterns) (Fig. 17). By Q3-2021, the Fed estimates that the stock of 
excess household savings amounted to about $2.3 trillion, after which it began to decline as 
spending picked up and fiscal support diminished. However, the stock of excess savings 
was still high, at about $1.7 trillion, by mid-2022. 
  
The bottom line is that fiscal supports to Americans were inflationary and have not yet run 
out. But political gridlock suggests that as the fiscal high wears off, there won’t be another 
round of fiscal extravaganzas. 

 

Calendars 
  
US: Wed: MBA Mortgage Applications; Wholesale Trade & Inventories 0.4%/0.8%; Crude 
Oil Inventories & Gasoline Production; WASDE Report; Williams. Thurs: Headline & Core 
CPI 0.6%m/m/8.0%y/y & 0.5%m/m/6.5%y/y; Initial & Continuous Jobless Claims 
220k/1.475m; Federal Budget Balance -$90.0b; Natural Gas Storage; Baker-Hughes Rig 
Count; Williams; George; Waller. (Bloomberg estimates) 
  
Global: Wed: UK RICS House Price Balance 20%; ECB Economic Bulletin; Bullock; 
Elderson; Haskel; Beerman; Wuermeling. Thurs: Italy Industrial Production -
1.5%m/m/0.9%y/y; Japan PPI 0.6%m/m/8.8%y/y; ECB Economic Bulletin; Enria; Tenreyro; 
Ramsden; Macklem. (Bloomberg estimates) 

 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): As of Monday’s close, the S&P 500 Value index was a 
whisker out of a 10% correction while the S&P 500 Growth price index was still in a deep 
31.4% bear market. Growth’s underperformance relative to Value began on November 30, 
2021 when its price index peaked at a record high. Since then, Value’s price index has 
dropped 2.2%, while Growth’s is down 28.8%. Growth made a new low for the year on 
October 12, while Value remained above its September 30 bottom. At that October 12 low, 
Growth was down 20.1% from its recent high on August 15 to 32.8% below its December 27 
record high. Value was down a lesser 14.6% on September 30 from its August 16 high to 
19.2% below its January 12 record high. Looking at their ytd performance through Monday’s 
close, Growth has tumbled 30.5% ytd, well behind the 8.5% decline for the S&P 500 Value 
index. Looking at the fundamentals, Growth is expected to deliver stronger revenue growth 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgByTW5gm1Yn7jhKjpW896F-R298npyV89R_94B0h7GW1pYPGk82JHXhW7z6V0R5Fy4WhN334Q1dxNqYnW6wm0lw1BqdXyW6cNf-H1MRrsvW4L9t2L96xXvmW6wF8jZ4lYwvJW274XHf5035jrVZsVDL9f_z91W1--BMc9jDSyBW2G2Sg6981z2PW924cSF56V43NVLS0K42MR9GCW1pfp-16qGPLFW1X3KjW1c4lHgW3K2x5s3jC4JnW7qdQhF62s8LCW5sLcVP8TtScyW1YmY0H8FMbK533c41
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgR5qW9kKXM77bwqZ1W7ppVQT71Bq6QW7-MJjT498wqVW5djhH_3hQXWkW8ZF1PP5QQHCMW2hzzwL64g3sZW4s340Y72plwxW81lDJF6Nk-pMVNfTRs4VHcFNW5-l5sY888sgvW38qy382L7GyGW7f3LS87n001mW8ZpBy5147CxJW2WydMd5Nwgw4W5LjMw62Mg3j8W3xSZ9J5VC5cmW719bcw2kC-D-W6gk_3Y7XxJ3wW3kN4SX8KT5vxW7yFMLD4qS56yVzhZqb75L_fXW3lRxbG8mlrm63cRt1
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(STRG) than Value over the next 12 months, but their earnings growth (STEG) is not far 
apart. Growth has 7.1% forecasted for STRG and 5.7% for STEG, while Value has 
forecasted STRG and STEG of 3.9% and 5.8%, respectively. Growth’s forward P/E peaked 
at a 20-year high of 30.4 on January 26, 2021, and tumbled 40% to a 27-month low of 18.4 
on June 16. After rebounding to 23.3 in mid-August, it tested the June low with its 18.5 
reading on October 12. It was back up to 19.0 on Monday. Value’s forward P/E fell 24% 
from 17.6 in January 2021 to 13.4 on June 16. It made a new 30-month low of 13.0 on 
September 30, and has since risen to 14.4 as of Monday’s close. Regarding NERI, 
Growth’s and Value’s were negative for a fourth straight month in October following 26 
positive monthly readings. Growth’s dropped to a 28-month low of -13.4% in October from -
9.9% in September, and Value’s was down to a 27-month low of -12.2% from -9.1%. 
Growth’s forward profit margin of 17.7% is down 1.4ppts from its record high of 19.1% in 
mid-February and compares to its prior pre-Covid record high of 16.7% during September 
2018. Value’s has held up better, dropping to 0.6ppt to 10.8% from its record high of 11.4% 
in December. 
  
S&P 500 Q3 Earnings Season Monitor (link): As the Q3-2022 earnings season 
approaches the finish line, the results to date indicate 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 over 88% 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 3.7%. At the same point during the Q2 season, 
revenues were 2.7% above forecast and earnings had beaten estimates by 6.1%. For the 
437 companies that have reported Q3 earnings through mid-day Tuesday, the aggregate 
y/y revenue and earnings growth rates have slowed from their readings from Q2-2021 to 
Q2-2022. The 437 reporters so far collectively has a y/y revenue gain of 12.0% but an 
earnings gain of only 5.2%, as higher costs are pressuring profit margins. Excluding Energy, 
S&P 500 revenue growth falls to 8.7% y/y from 12.0% and earnings growth drops to -3.2% 
from 5.2%. Just 70% of the Q3 reporters so far has reported a positive revenue surprise, 
and 71% has beaten earnings forecasts. However, significantly fewer companies have 
reported positive y/y earnings growth in Q3 (58%) than positive y/y revenue growth (80%). 
These figures will change less markedly as more Q3-2022 results are reported in the 
coming weeks, but with a downward bias as retailers are more likely to miss forecasts and 
guide lower in this difficult economic environment. 

 

 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgVfrN5v4XHNJbKZ0W64pvCw1QVt2VW3TmbCq62RMPYW3ZF_Q45bWqtTW7yFJsl1k0p5ZW3xqMTM4DczMSW3XDz-54mkGSTMQrqpTM6N9nW61xjnc7mJpNNW8dyCWy5bmydNW7ln0SY2CX10dW6H0yXt27vHmfW4yDR8612vHV3VjV5FS7d07B-W7Zw_RT1_4yWjW8CDmZs2rJv-QW4GKJ5F5lzKbvW2yWXry5P1Q1tN7jJn3mKhnKDVQM94N6pYnGXW2gg9vw5YLjGtW6DF2qn6mSXP63mHl1
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US Economic Indicators 
  
NFIB Small Business Optimism Index (link): “Owners continue to show a dismal view 
about future sales growth and business conditions, but are still looking to hire new workers,” 
said NFIB Chief Economist Bill Dunkelberg. “Inflation, supply chain disruptions, and labor 
shortages continue to limit the ability of many small businesses to meet the demand for their 
products and services.” The report noted that 31% of owners recently reported that supply 
chain disruptions have had a significant impact on their business, with another 31% 
reporting a moderate impact and 27% a mild impact; only 10% reported no impact from 
recent supply chain disruptions. October’s Small Business Optimism Index (SBOI) dipped to 
91.3 after climbing the prior three months, from 89.5 in June—which was the lowest reading 
since 2013 to 92.1 in September. The SBOI was below the 49-year average of 98 for the 
10th consecutive month. In October, two of the 10 components of the SBOI improved while 
seven declined, and current job openings was unchanged at 46%. Dragging the index lower 
were plans to increase employment (-3ppts to 20%), sales expectations (-3 to -13), expect 
economy to improve (-2 to -46), expected credit conditions (-2 to -8), capital outlay plans (-1 
to 23), current inventory (-1 to 0), and now is a good time to expand (-1 to 5). Positive 
contributions were recorded by plans to increase inventories (+2 to 2) and earnings trends 
(+1 to -30). Inflation continued to be small business owners’ single biggest problem in 
October, moving up for the second month from 29% to 33%, though the percentage is down 
4ppts from July’s peak of 37% (which was the highest since Q4-1979). While inflation 
measures remained high, the percentage of owners raising selling prices eased to a net 
50% last month, down from a near record high of 66% in March, while the percentage of 
owners planning to increase selling prices rose to 34% after easing from a near record high 
of 52% in March to a 20-month low of 31% in September. Quality of labor remained 
business owners’ second biggest problem, ticking up to a net 23% after easing from 26% in 
August to 22% in September; it was at a record high of 29% last November. A net 44% of 
owners report raising compensation, not far from the record-high 50% at the start of the 
year, while 32% plan to increase compensation in the next three months, up 9ppts from 
September’s 23% and the highest since October 2021.  

 

Global Economic Indicators 
  
Eurozone Retail Sales (link): Eurozone retail sales, which excludes motor vehicles & 
motorcycles, rose for the first time in four months in September, climbing 0.4%, after no 
change in August and a 1.3% decline during the two months ending July. It’s down 2.6% 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgZ0yW2nR9Y97HrNwZT7hfJ6y5gNFW30MHSq2-W8tXVwFKf88zG9njW5s-KKk11zPH3W84sg7k93vQ8gW8ny6m83xFtqKW6VRxzW6SBGhfW75BcJS5vfXn-VdtKLf6GRqXQW2J3qyG77ks8NW1FZHMF1WfQcZW5X36mP1DkQCXW54C3Dv7HNp6zN8wvHrYVrbwgW756wqs54xhDvW8x_zKm49K3swW4Lyrzx5Z7jMBW8wqZ1J77rwflN2pZ9g147YvcW4Kdkw11K7zXmW8Tzr-d6SjGF23l6K1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWjRdr4PBTFFW2hClH44CNKhsW6rg8CD4S7qm4N7dHCv13q8_QV1-WJV7CgTWpW2DCs9V14n38KW74qBZ17sfqJRW14BTNc5zr8KFW7nHh3216SRhZW67g18L3vHTs1W4cv70y21nw3wVPsNzW6jkwWKW1KTKH77j69vVW4hQq5w61DPM5W3fTCZx8-PdwXW611vGw1QvtPSW29TkX_1j0f-TW2l72vX7J6CS9W6Cth8-48nRyVW1pzzbJ2xvKCYW82XlC25bby8yW1d10zM6jBfX4W1zn7x85dmmw5W7CbvCs2Vq1mlW3TZhp-4rfdYNW5v4Zg526c1C3W8qtpRm82YWfF3bGH1
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since reaching a new record high last June. Spending on food, drinks & tobacco continued 
its up-and-down pattern, rising 0.4% in September after falling 0.7% in August and rising 
0.1% in July, while sales of non-food products excluding fuel rose for the second successive 
month, by 1.3% after a two-month drop of 2.2%; sales of automotive fuels slipped 0.6% in 
September after a two-month gain of 3.0%. Overall sales are down 0.6% y/y, driven by a 
2.4% drop in food, drinks & tobacco, with nonfood products ex fuel (-0.3) basically flat; sales 
of automotive fuels climbed 3.7% over the period. Data are available for four of the 
Eurozone’s largest economies, with only Italy (-0.1%) showing a decline, its third in four 
month for a total loss of 1.4%. Meanwhile, sales in Germany increased 0.9% after a 1.4% 
loss in August and a 0.5% gain in July, while sales in France rose for the second month, by 
a total of 1.2%, after a two-month loss of 2.4%. Italy posted its third decline in retail sales in 
four months, dropping 0.1% m/m and 1.4% over the period. Compared to a year ago, sales 
in Italy (-2.4% y/y) and Germany (-1.0), continued to contract, while sales in France (0.8) 
and Spain (0.2) held just above zero.  
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