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Executive Summary: Economic recessions invariably produce earnings recessions, but earnings
slowdowns and downturns can occur without economic recessions: Nominal GDP and revenues
growth can stay strong as profit margins narrow, causing earnings growth to falter. That's what seems
to be happening now, with the earnings weakness looking like that of a soft, not hard, landing.
Whether that changes up ahead depends much on what happens to profit margins. ... In this context,
Joe discusses the latest earnings results for Q3, explaining how to interpret the results supplied by
two different data providers. ...And: A look at the components of October’s CPI results, which cheered
the stock market at the end of last week. ... Also: Feshbach sees trading range ahead.

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: A Brief History of Earnings Recessions. One of our accounts recently asked
us if a corporate earnings recession is possible without having an economic recession. Can
a soft landing in the economy still result in a hard landing for earnings?

Normally, an economic recession will cause corporate revenues to fall along with nominal
GDP. During recessions, profit margins get squeezed as unit costs increase relative to unit
revenues. This one-two punch sends earnings into a recession. Arithmetically, it's possible
that nominal revenues could continue to grow, especially during a period of high inflation,
even as the profit margin gets squeezed so significantly that profits fall. To some extent,
that describes the current situation. Revenues are growing along with nominal GDP,
boosted by inflation. Profit margins are narrowing. And earnings are weakening, though
they are doing so still more in line with a soft landing than a hard one.

Joe and | have been closely monitoring this scenario for the S&P 500. Let’s analyze the
available data:

(1) Revenues & nominal GDP. We have S&P 500 aggregate revenues data since Q1-1992
through Q3-2022 (Fig. 7). This series is highly correlated with total nominal GDP. It is also
highly correlated with nominal GDP of just goods and business sales of goods. So far, there
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is no recession in any of these series. Nor is there a recession in either inflation-adjusted
S&P 500 revenues or in real GDP (Fig. 2).

(2) Earnings. While the revenues data compiled by S&P covers only the latest three
recessions, the data provider does have a series for reported S&P 500 earnings per share
starting in 1935 and covering 14 economic recessions (Fig. 3). Each economic recession
was associated with an earnings recession. However, there have been mid-cycle
slowdowns and declines in reported earnings per share without economic recessions. We
can spot them in the early 1950s, the mid-1960s, the mid-1980s, and the mid-2010s. Almost
all past bear markets in stocks were associated with both economic recessions and
recessions in reported earnings (Fig. 4). The one exception was the bear market in 1987.
And the jury is out on whether the current bear market will be associated with a soft or hard
landing (or no landing at all!).

(3) Profit margins. Most past bear markets in stocks were associated with a decline in
revenues and a decline in the profit margin. Again, the S&P data are limited because they
start only in 1992. However, a useful profit margin proxy that starts in 1948 is the ratio of
after-tax corporate profits in the National Income and Product Accounts divided by nominal
GDP. It correlates well with the S&P 500 profit margin using either reported or operating
margins (Fig. 5 and Fig. 6). The proxy has a cyclical pattern that tends to peak at the tail
end of business cycles, i.e., during the booms that typically precede busts. It takes a dive
and usually bottoms near the end of recessions.

(4) The future. So where do we go from here? Joe and | are able to anticipate the quarterly
data on S&P 500 revenues, earnings, and the profit margin by tracking the weekly series on
S&P 500 forward revenues per share, forward earnings per share, and the forward profit
margin (Fig. 7). Again, we are limited by the data’s start date, though forward earnings is
available since 1979 and encompasses six recessions (Fig. 8). (FYI: “Forward” earnings
and revenues are the time-weighted average of analysts’ consensus estimates for this year
and next; we calculate the forward profit margin from forward earnings and revenues.)

As we’ve recently observed, there is no recession in S&P 500 forward revenues so far
through the November 3 week, though the series may have just started to peak. Forward
earnings peaked at a record high during the June 16 week and was down 4.1% through the
November 3 week. It's the drop in the forward profit margin from a record high of 13.4%
during the June 9 week to 12.7% during the November 3 week that has weighed most on
earnings.
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So again, where do we go from here? In a soft-landing scenario, earnings may continue to
be depressed by a falling profit margin, but revenues should hold up enough to result in a
mid-cycle slowdown like the previous ones identified above. In a hard-landing scenario,
both revenues and margins would cause a sharp drop in earnings.

(5) Shades of gray. Of course, there are lots of shades of gray. If the dollar is finally
peaking, that should ease the pressure on the profit margin. On the other hand, interest
costs are likely to squeeze margins. Chronic labor shortages are causing significant
turnover in the labor market, which is driving up wages and weighing on productivity. The
question is whether business managers will conclude that they must automate to boost their
productivity and their profit margins. Onshoring should reduce costs over the long run but
may boost them in the short run.

Strategy Il: Q3 Results. Joe reports that S&P and I/B/ES have compiled Q3’s data for S&P
500 revenues per share, operating earnings per share, and the operating profit margin.
There are no surprises since Joe tracks the results daily during earnings reporting seasons.
Nevertheless, let’s review Q3’s numbers:

(1) Q3 revenues. S&P 500 revenues rose 11.6% y/y during Q3 to a record high (Fig. 9).
Growth was boosted by inflation. However, inflation-adjusted revenues increased 4.2% yly
during Q3, to a level just shy of its record high during Q4-2021 (Fig. 10).

All'in all, that’s an impressive performance considering that global economic growth slowed
during the quarter and the dollar continued to soar. Aggregate revenues received a big
boost from the S&P 500 Energy sector. Aggregate revenues rose 10.5% and 7.8% y/y with
and without Energy (Fig. 11).

(2) Q3 earnings. Despite the solid increase in revenues per share, S&P 500 operating
earnings per share according to I/B/E/S rose just 3.7% y/y during Q3 (Fig. 12). They are
looking toppy, having edged down during Q3 (Fig. 13). According to S&P’s data, S&P 500
aggregate earnings fell 2.5% and 11.2% y/y during Q3 with and without Energy (Fig. 14).
The latter growth rate has been negative during the first three quarters of this year.

(3) Q3 profit margin. The operating profit margin of the S&P 500 remained relatively high at
12.7% during Q3 (Fig. 15). It is down from its record high of 13.7% during Q2-2021.

(4) S&P, I/B/E/S, and write-offs. By the way, S&P and I/B/E/S each have their own polling
services. S&P adheres to a stricter in-house definition of operating earnings, while I/B/E/S
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follows a consensus “majority rule” when deciding how to present a company’s consensus
forecast. The industry analysts polled by I/B/E/S typically follow companies on an adjusted
earnings basis (i.e., EBBS or earnings excluding bad stuff, a.k.a. write-offs), which is higher
than S&P’s earnings series (Fig. 16).

For 2022, the major difference occurred during Q2 when Berkshire Hathaway had a
particularly large “mark to market” accounting loss that was not recognized by I/B/E/S. This
accounts for a major part of the $15 difference between S&P’s and I/B/E/S’s 2022 estimate,
which puts I/B/E/S at a slight y/y gain and S&P at a y/y decline.

There’s another minor difference between the two services’ data. S&P’s number, which it
calls “Basic EPS,” is slightly higher than I/B/E/S’s “Diluted EPS.” During Q2, the difference
between the two was 1.0%.

We generally use the I/B/E/S data for quarterly operating earnings, especially because we
use the data services’ measure of forward earnings. In our opinion, the stock market
discounts majority-rule operating earnings over the coming 12 months.

US Inflation: Peaking Euphoria. It was a moonshot for the stock market on Thursday
following the release of a better-than-expected CPI report. The S&P 500 jumped 5.5%, and
the Nasdaq soared 7.4%. The market might also have responded to news that Russia’s
military commanders announced another significant withdrawal, this time from Kherson in
southern Ukraine, on Wednesday. Also on Wednesday, the Atlanta Fed’s GDPNow tracking
model reported that Q4 is up 4.0% (saar) so far. There were lots of earnings
disappointments last week, but company managements are responding quickly to their
misses by cutting their costs.

In any event, the big story was that the headline CPI inflation rate rose 7.7%. That was
below the 8.0% that was widely expected. Consider the following:

(1) Monthly changes. Among the major CPl components that dropped m/m during October
were utility piped natural gas services (-4.6%), used cars and trucks (-2.4), apparel (-0.7),
and medical care services (-0.6).

(2) Annual changes. The headline CPI peaked this year at 9.1% y/y in June, falling to 7.7%
in October. The core CPI peaked this year at 6.6% in September and fell to 6.3% last
month. Core goods peaked at 12.3% in February and is now down to 5.1% (Fig. 17). On the
other hand, services excluding energy has yet to peak, holding at 6.7% during October.
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwR13q905V1-WJV7CgQT7W3NJH2v7Bm-JwW3-0J0F7YQNQ7W2yHFNR3c_Gy6W14m0Zq20V36lW25TWrH3V9Z6ZN3PFfvv2bzZMW6ytXf_6MdfwQW2ZM4zZ4dhNf1W3FGbcR2-pTw2W4Gn_LP88dVm5W3fF7Dy15gHPsW15chC84Rq6RBW1t_RWT7sfZLqW2bm3_54PHBHTW4XwKTD8dXYjCW1jgbRH8dLb1vW1Yybx82wR1dmW8D0XGj3tbPTzN4wmVbt_YLNwN4lsbYYBrqF8W1r1FHg1lb5zKW3vXBgG3LWjhMW6dPM-81C-9r2W8szVSk2fbP7h3fnm1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgY6ZN33QYJgPn_hsW4btMJf8DPh66N7BQqHPyHHTKW29V6MV8RFYhPW6FsnM386SrqBW3DQj1q3DBjV5W4c0Pb76hZL1xW6-NwBw4JNszvW3TpFJn9bPV3gW97sGnv8nmWDmW9gjqj42gWyLMW1xxfs27hFMWHW41Hf7l3X8rdxW4vlSKm9kXQ4pW22tvgg6mgnZxW8FWFmX7ZRH1HW8hzBMN8nvkl3W46T4rl2tFszGW1tkb8X62ndNZW2ns3WG4zMfmKW6Cp3YN8SdNrJW3t7fCT6KXrkw3q3-1

(3) Durable goods. We'’ve been expecting that the durable goods CPI inflation rate would
come down the soonest and the most this year. So far, so good: It peaked at 18.7% yl/y in
February (Fig. 18). It was down to 4.8% during October. The annualized three-month
inflation rate was down to -1.2%, auguring for further declines in this CPl component’s
inflation rate.

(4) Nondurable goods. Harder to predict is the nondurable goods component of the CPI
because it is dominated by food and energy prices, which tend to be volatile (Fig. 19).
However, their annualized three-month inflation rates—at 8.8% and -21.4%—are below
their annual inflation rates of 10.9% and 17.6%.

(5) Services. There’'s no peak yet in either owners’ equivalent rent (OER) or rent of primary
residence (Fig. 20). We all know why rent inflation is among the stickiest components of the
CPIl and why OER is a flawed measure.

We all just learned that the CPI services component includes a component that is even
funkier than OER. It is health insurance. On a m/m basis, it was rising by 2.0% or over for
the past seven months through September (Fig. 217). In October, it dropped 4.0%. (See
“Inflation Doves Want It Both Ways With Latest CPI Quirk” in the November 10 Washington
Post.)

Strategy lll: Trader’s Corner. Here is Joe Feshbach’s latest call on the market:
“Thursday’s huge rally came off two monster high put/call ratios in a row. Tuesday’s ratio
was the highest I've ever seen. So the bearish bets built up big time in the short term. While
the momentum from Thursday should carry the market a little higher, | do not believe this is
the start of something big from here. First of all, 1000+ DJIA point moves in a single day are
not characteristic of bull markets. Furthermore, market breadth continues to underperform
price moves in the major averages as well as the put call ratio quickly showing widespread
acceptance of the rally on Thursday and Friday. | believe the most likely scenario to develop
here is a trading range market.”

Calendars

US: Mon: OPEC Monthly Report; Williams; Brainard. Tues: Headline & Core PPI
0.5%m/m/8.3%yly & 0.4%m/m/7.2%yly; Empire State Manufacturing Index -7.00; API
Weekly Crude Oil Inventories; IEA Monthly Report; Cook; Barr. (Bloomberg estimates)


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgVpcW2MfkwL2H11pbW2ns1lx7Km7Q9W7J9_jV83mp3hW30GVwJ48nRLPW7-7cVv4cklxqW6wQdFB410y7KW8G-LcH96Tm7LW5RzJPP4F5nbsN3-d00CC3SVLW1FP0TF1SvkvVW2FbfBz6XdLjbW6gldq18Kq6VQW2pJPx08ZnYk6W1NKmjq31x1WfN4WnKW-YFbc_W7t_7c23cPr1WW66qmv31xLTP4W605fCq2vwZhSVSFZ038tXHkkVQSZGw138fZyN4S5fLLQhWJ1W9bnQrz3mFPB926B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgRZdW4_r2068MZWDJW2X5-p33YPsHKW3tLSvk5XCbs-W1_y7nT3pnTN7W5Ptvwm5J5PLnW2kd2zc58QhX_W6fShXQ3ncn0YW8j0dkj69NBJYW79BLfR7mD448W6vfgRQ2T9H2BW3BGGpq7-CFNRW6QJXGW6KDflhW6Tt6CD5rPQc4W40lJVp3tx8bjW2CHp5y6vP6GVW6RH6Vg6cVYW3W552WSW7BqqRhW6J4k_q748tCHW4fTYN51S2TR0W2Br1dG3pN0_0W93pPBW4C9WBxW2gzP6P98yqBf37rh1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgQ5vW5R_Kgs2cPchnW4ZLz0H2zt2_ZW4yzryK22c7SKW5zx2D83MMDXTN6q6G96dBcx7V7C_Pq3qhYQyW46D4Yx7569jyW61twT288DW3NW2nmWxP8jtPJfW7NND7l6LWJJ3W79zKs_7NB4TJVJN0L55L1ZTjN7D3SB0DrmZgW6YrNZn4c6fSfW17sL8P8XmjMDW2K3J7z5r23BCW7nbv-m3XWwHzW1KzL_G5wX_gpW8YDpvy5ZyjyzW3-BB2c6wW7bGW25dTTM81-zkPW4LMgd37vZY-y3kL31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgZFMW5QQ0Nk4SSKz2W3p8W2-4kKP7rW3-Sgk94YJ2vPW8WHDPY5WmYfLN2JJCtxSNjTXW36XT7S5X7nvZN45g8ZnVTBnwW8mfQNW4nD_P1W1_N27d4VXxYHMW43hjlsYRWW5K3lMB43VNRSW94mb6m1tlzYfW5sZ9lV7SdFr7W1mnwhG3MFTf8VrsWMM6hhrtDW9k_mtp6-kv9pW5ZChjw5xflrrW1kS6874twpzGN1hXhWXXN_ycW6tWh_m8rVs1gW4Cncl56crnzSW7MqYrH4FvkJ43n2t1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQr5nKvJV3Zsc37CgHKTVTBhZW4Dw0L5W5XPRZh8bg4CBW1w-Wqw5g9ltqW4rXdPL59CWRLW67TLHQ3z0F0SN3W9c1CjV6-1W7vDSdc3j9kS4W2NnTrz2dQ5wPW3JRCXR57CxTDW4lMsF42pZ3H_W4J6wnL3nn7ByW91pzQV6wPtqCW1x_p5K6jb5RDW4Cg3-F2Gk1YhW2HpMNT8nqbQyV275zK7CVmwfW1Y8_zM8l7dY1W5r9pY_4F1YnvW4CvRwQ3sP2rgW379gLG30jXq1MVgVJC3PPl7W3mVPZd6nLqmjW8FYM0K2JSJmRW8sNQdT2PdpvfVzLm7_2bQkmgW94KWZ55q-XFBW688Q_b1l0-gkW4jp_cw4xb4VpW5t0TTL6lh8XZW7qf-NR1tYWvsW18rjWd3z812rW7xsv406tG9tCW4QL1TQ3CP5bfW1fCj4P8NLqSWW4vtdwv7kmYNZW1dpfJV3N3Kmy3fVM1

Global: Mon: Eurozone Industrial Production 0.3%m/m/2.8%yly; Japan GDP
0.3%0q/9/1.1%yly; Japan Industrial Production -1.6% y/y; China Industrial Production 5.2%
yly; China Retail Sales 1.0% y/y; China Fixed Asset Investment 5.9% y/y; China
Unemployment Rate 5.5%; NBS Press Conterence; RBA Meeting Minutes; De Guindos;
Wuermeling; Enria; Nagel; Macklem. Tues: Eurozone GDP 0.2%4q/q/2.1%yly; Eurozone
Trade Balance -43.9b; Eurozone Employment Change; Germany ZEW Economic Sentiment
-50.0; France Unemployment Rate 7.3%; France CPI 1.3%m/m/7.1%yly; Spain
0.4%m/m/7.3%yly; CPI UK Employment Change 3m/3m -155k; UK Unemployment Rate
3.5%; UK Average Earnings Including & Excluding Bonus 6.0%/5.6%; Canada
Manufacturing & Wholesale Sale -0.5%/-0.2%; Japan Core Machinery Orders
0.7%m/m/7.4%yly; Japan Tertiary Industry Activity Index 0.6%; Mauderer; Balz; Buch;
Elderson. (Bloomberg estimates)

Strategy Indicators

Global Stock Markets Performance (/ink): The US MSCI index soared 6.1% last week for
its third gain in four weeks and its biggest since late June. The index finished the week out
of a bear market at 17.8% below its record high on December 27. The US MSCI ranked
25th of the 48 global stock markets that we follow in a week when 45 of the 48 countries
rose in US dollar terms. The AC World ex-US index rose 7.4% for its biggest gain since
November 2020, but ended the week still in a bear market at 22.6% below its June 15, 2021
record high as nearly all ex-US regions moved higher. EMU was the best performer with a
gain of 9.4%, followed by EM Eastern Europe (9.2%), EAFE (8.4), and EM Asia (7.4). EM
Latin America (-4.6) was the worst performing region last week, followed by EMEA (1.3),
and BIC (3.1). The Netherlands was the best-performing country last week with a gain of
15.5%, followed by Korea (14.2), Sweden (12.8), Taiwan (12.8), and Ireland (11.4). Among
the 29 countries that underperformed the AC World ex-US MSCI last week, Brazil's 8.9%
decline was the biggest, followed by those of Argentina (-5.3), Morocco (-2.0), Norway (1.1),
and Jordan (1.2). The US MSCI’s ytd ranking fell one place w/w to 25/49. After lagging for
much of year through July, the US MSCI’s ytd decline of 17.4% is now less than the AC
World ex-US’s 19.1% drop. EM Latin America is up 5.8% ytd; it and EAFE (-17.9) are the
only regions that have outperformed the AC World ex-US on a ytd basis. The laggards: EM
Eastern Europe (-83.9), EMEA (-34.3), BIC (-28.0), EM Asia (-25.8), and EMU (-20.9). The
best country performers so far in 2022: Turkey (53.4), Chile (24.8), Peru (15.6), Jordan
(14.3), and Argentina (7.5). 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 (-67.1), Morocco (-38.2), Pakistan (-38.0), Egypt (-37.0), and


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgSySW8plz1N6nL2k5W4cbLJ31t2QqWW86rFjm2wGDnqW82n6PB53xQ-XW4tW_WG8jpkGnTh6hb2JcyGfW507GMj6zsSJyW9cQRSg5Jj2vjW5h4QDz21r7DLW1B8fZ72VJzYHW3SnQC398_rznW8VRlPr5Q0nljW8hdc8X2MhGmzN77LNk0qQdsGW6GczSK1grWlQW3__MTD1lH6gyW6dYJqj131t90W6j_CmL8GmGVhW3mCq-910SqcqW6PK2Sz6J343FVmPz2M16YCPKN1PNJQrhfYC_31RC1

Hungary (-36.7).

S&P 1500/500/400/600 Performance (link): All three of these indexes moved higher w/w
for the third time in four weeks, and out of bear market territory. LargeCap rose 5.9%, better
than the gains for MidCap (5.3%) and SmallCap (5.2). LargeCap finished the week at
16.8% below its record high on January 3; MidCap is 13.0% below its record high on
November 16, 2021; and SmallCap is 16.0% below its November 8, 2021 record high. All
33 sectors moved higher for the week, up from seven rising a week earlier. LargeCap Tech
and MidCap Tech were the best performers with gains of 10.0%, followed by LargeCap
Communication Services (9.2), SmallCap Tech (8.2), and SmallCap Consumer
Discretionary (8.1). SmallCap Consumer Staples was the biggest underperformer, albeit
with a gain of 0.9%, followed by LargeCap Utilities (1.4), MidCap Consumer Staples (1.5),
LargeCap Health Care (1.8), MidCap Financials (1.8), and SmallCap Utilities (1.8). In terms
of 2022’s ytd performance, LargeCap’s 16.2% decline continues to trail those of MidCap (-
10.9) and SmallCap (-12.1). Five of the 33 sectors are positive so far in 2022, up from three
a week earlier. Energy continues to dominate the top performers: LargeCap Energy (69.4),
SmallCap Energy (62.8), MidCap Energy (55.1), MidCap Consumer Staples (1.3), and
SmallCap Materials (0.9). The biggest ytd laggards: LargeCap Communication Services (-
37.8), LargeCap Consumer Discretionary (-29.8), SmallCap Communication Services (-
29.5), SmallCap Real Estate (-27.9), and LargeCap Real Estate (-25.3).

S&P 500 Sectors and Industries Performance (/ink): All 11 S&P 500 sectors rose last
week, and five outperformed the composite index’s 5.9% gain. That compares to a 3.3%
decline for the S&P 500 a week earlier, when three sectors rose and eight outperformed the
index. Tech was the best performer with a gain of 10.0%, followed by Communication
Services (9.2%), Materials (7.7), Real Estate (7.1), and Consumer Discretionary (5.9). The
top three sectors posted their best weekly gains since April 2020. Utilities was the worst
performer, albeit with a gain of 1.4%, followed by Health Care (1.8), Energy (2.0),
Consumer Staples (2.4), Industrials (4.6), and Financials (5.7). The S&P 500 is down 16.2%
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 (69.4), Consumer Staples (-4.8), Utilities (-5.1),
Health Care (-5.7), Industrials (-6.0), Financials (-8.4), and Materials (-10.3). The ytd
laggards: Communication Services (-37.8), Consumer Discretionary (-29.8), Real Estate (-
25.3), and Tech (-23.8).

S&P 500 Technical Indicators (/ink): The S&P 500 rose 5.9% last week and improved
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma).
The index moved back above its 50-dma after being below in eight of the prior 11 weeks.


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgGrTV_Cbyz973fm1W82YnNK2GhBZpW8L3TDl5MVc8vW4cGMqb615YXCW64rgB84_hxslW7z5vRT27BRNcW2h9PB91vmJcBW70qKS15cpkGjW8JrjDb1x_ppLW1644r28MR3t8W148Pkx8YngMyW7wM-Dt57H-nVVmdXm56qtW0WW5f9GSS5CXHS4W2x2_X366NJmDW852kxm3spx4QW6S_hN06HZyFfW30v12N8Lm1byW6j33t32B92tCN3PN1qsV-X57W7H8qxp2wd_2KW8WYGdG2t14r12pL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgCx5W5xdFnY96Cl71W70N91P8mGntqW7YYCHS6shn6tW69j4xS4Wxv5sW6WxCPC1w613NVgL87-8wWqGhW2bhzc51j7NmkN3yjg5fd2TK2W5Nc0nY5jVV5GW8qzf3V1zc7j6W4tKNgw4dwT53W5LxyqR2zm0lhW10GLFK8N3fFvW1c7dv38CGDXyW6fLhlH7LgdBmW5L0wJZ44m4ZjW7TwHQ86ZMbPNN3mH3Ck2KDjvW7rB1jc54Vv66W7SM9_l8yNNfRW5BYByW5754fJW7YyCsL50JsDt3kzk1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgSY-W7RPbx05Kj1yfW1QlcKP1KWqGTW9fwJNQ2K96-tW4MMVbd88n-yDW1ZC4Jd19WjTrN78JTdry22MVW2ZNpJ_5lyHd0W2QcXMD7567LGW86Z_6R3qVq4MW5V6rk74v8NkbW6ChfD88wnmjbW426NHd2pckpLW60Qjm73sJpR_W8ZzgyV1YvdfBW7m46HH82Qx0YN15b9Qmr8xYnW2Bt5x010Rn4mW47SgQf6x-NF6W4fSs8K3SJ5CKW77Jqqb6Bw-QqW2RFyHn87l12VW3kphXH1tvz8_3qbh1

However, it closed below its 200-dma for the 38th time in 41 weeks. It had been above its
200-dma for 81 straight weeks through early February. The S&P 500’s 50-dma moved
higher for the first time in eight weeks as the index rose to a 12-week high of 5.3% above its
rising 50-dma from 0.8% below its falling 50-dma a week earlier. That compares to a recent
15-week low of 10.6% below at the end of September, a 23-month high of 8.7% above the
index’s 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 a 12-week high of 1.8% below its falling 200-dma, up from
7.7% 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 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 28th straight week, but its pace of
decline is slowing from its fastest rate since July 2009.

S&P 500 Sectors Technical Indicators (/ink): Eight of the 11 S&P 500 sectors are trading
above their 50-dmas, up from six sectors a week earlier. Real Estate and Tech moved back
above in the latest week, leaving these three sectors still below their 50-dma:
Communication Services, Consumer Discretionary, and Utilities. At the end of September,
all 11 sectors were below. Seven sectors now have a rising 50-dma, up from three a week
earlier. The four sectors that still have a falling 50-dma: Communication Services,
Consumer Discretionary, Real Estate, and Utilities. Looking at the more stable longer-term
200-dmas, Financials and Materials moved above in the latest week, joining Energy, Health
Care, and Industrials in that club. 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 still the only sectors with a rising 200-dma, unchanged w/w.

US Economic Indicators

Consumer Price Index (l/ink): October’s headline & core CPI yearly rates cooled
considerably more than expected. The CPI rose 0.4% in October for the second month,


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgY2hW5zG28C4HkPN2W1t4Xhq1fNhJwW4mfMxm1hSHg8W991rRs26MKWFW7YSS5f9jY64yW3QBCN04-BlrYVKDytz5b1bfjW6KscDg2Hz93tW5KPxdy5_htL3V6Wcll3z5NsRN3MGZZWmH5cYN8FJ38s_FJdHV-cbyw4vw0H2W7jqK8G3t29KRW8bcqbD9bkYxxN2DD0TKH8sy2W4TzcjH1Vc32pV-75W-7BBDKkW7YHkVH13RP5-W4J-H-M7lKCx6VqggQv5BDx40V5SHZ722QHFB3hZ11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW7zcv1hX5jlW8p65P47VWKnNW4bWRWk4Sl6jVM3ZwQL3q8_QV1-WJV7CgNyKN6rH5tZDx_MfW62mk2_4ZkkFqW3Dm-5h2F_YbBN6qjt8qvnC41W176khY1XR_jbW7JMLPK7fvh3LW7JwP857BLzysW6pRrDz1qbGdQW6K-yhy5ttDVfW401cHJ6yFv02W4HPd29680TMbVmN9PQ8Q6-xHW80mpNw8tjQhkW5DDz6c7zGSLHW2qSY1l1q1Hy1N8Z9qZMvVbBTW70tzT-9kKgnwW5Nwf7Q54-wRMW82LYC08853fYW74k6lJ3MVBQ7W73LTm02t2gj-W5kvJY-2HFZhY34fC1

after a 0.1% uptick in August and no change in July, while core prices rose 0.3%, half the
gain recorded during September and August. The CPI yearly rate eased for the fourth
month, from 9.1% back in June (the highest since November 1981) to 7.7% in September,
while the core rate eased to 6.3% last month after accelerating from 5.9% in both June and
July to 6.6% in September—which was highest since August 1982. Rates for both
consumer durable goods and consumer nondurable goods excluding food are slowing,
while the services’ rate excluding energy remains on an accelerating trend, though held
steady at 6.7% in October—with shelter costs particularly high. Food costs (10.9% yly)
eased for the second month from August’s 11.4%, which was the fastest pace since April
1979. Within food, the rate for food at home (12.4) slowed from 13.0% in September and
13.5% in August—which was the highest since March 1979—while the rate for food away
from home picked up to 8.6% y/y, the highest since fall 1981. Energy costs (17.6) continued
to ease from June’s 41.6%, which was the fastest pace since April 1980. Within energy,
yearly rates eased virtually across the board, except for fuel oil, which picked up to 68.5%
yly in October, after slowing the prior four months from May’s record-high 106.7% to 58.1%
in September. The rate for gasoline prices eased to 17.5% y/y, down from June’s 59.9%
(fastest since March 1980), while the rate for natural gas prices slowed to a 15-month low of
20.0%—nearly half June’s 38.4% (which was the highest since October 2005). The
electricity rate slowed for the second month, to 14.1% yl/y, from August’s 15.8%—which was
the highest since August 1981. Consumer durable goods inflation slowed for the seventh
month, from 18.7% in February (highest since early 1940s) to an 19-month low of 4.8% in
October. The rate for new cars (9.6) eased for the sixth month from April’'s near-record high
of 14.2%, while the rate for used cars & trucks sank to 2.0%—the lowest since July 2020. It
was as high as 41.2% this February and at a record high 45.2% during June 2021. The rate
for apparel prices slipped to a 13-month low of 4.1% yl/y after fluctuating in a range of 5.0%
to 5.5% the prior six months. It was at a recent peak of 6.8% in March—which was its
fastest rate since the end of 1980. The rate for furniture & bedding (8.3) is down from
February’s record high of 17.1%, while the rate for major appliances remained flat, down
from its recent peak of 12.4% in March. Consumer nondurable goods inflation slowed for
the fourth month, to 10.5% yly, after shooting up to 16.2% in June, which was more than
double June 2021’s rate and the highest since the 1940s. Services inflation eased to 7.2%
yly last month after rising steadily from January and February 2021’s 1.4% pace to 7.4% in
September—which was the highest since the early 1980s. Within services, owners’
equivalent and tenant-occupied yearly rates accelerated 6.9% and 7.5%, respectively, in
October—up from recent lows of 2.0% and 1.8%—uwith the former at a new record high and
the latter the highest since October 1982. Over the three months through October, the
owners’ equivalent rent rose 8.6% (saar) and tenant rent 9.2%—far exceeding their yearly
rates. Meanwhile, the yearly rate for lodging away from home accelerated for the second




month since bottoming at 1.0% in July to 5.9% y/y in October; it was at a record high of
25.1% in both March and February of this year. Turning to medical care, the yearly rate for
hospitals’ (3.4) services has been moving in a relatively flat trend, while the physicians’ (1.8)
services rate is down sharply from last March’s 5.3% peak, though has moved up from its
recent low of 0.8% this July. Meanwhile, the yearly rate for airfares held at 42.9% y/y in
October—not far from September 1980s record high of 45.0%; the three-month rate has
been negative the past three months.

Consumer Sentiment Index (/ink): Consumer sentiment tumbled 5.2 points in mid-
November to 54.7 after climbing steadily from June’s record low of 50.0 to 59.9 in October,
with this month’s drop erasing just over half the latest gains. The report notes, “Overall
declines in sentiment were observed across the distribution of age, education, income,
geography, and political affiliation, showing that the recent improvements in sentiment were
tentative.” The present situation component plunged 7.8 points this month to 57.8 after
rebounding 11.8 points the prior four months, from 53.8 in June to 65.6 in October, while the
expectations component fell 5.3 points the past two months to 52.7; it had jumped 10.7
points in August after a three-month slide of 15.2 points. Joanne Hsu, director of the survey,
noted that “instability in sentiment is likely to continue, a reflection of uncertainty over both
global factors and the eventual outcomes of the election.” The one-year expected inflation
rate rose for the second month by 5.1% this month after easing steadily from 5.3% in June
to 4.7% in September. The five-year expected inflation rate climbed for the second month,
back up to 3.0%, remaining in the narrow, though elevated, range of 2.9%-3.1% for 15 of
the last 16 months.
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