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The Fed: ‘Moderation’ Is the Word. Bond yields fell and stock prices rose in response to 
Fed Chair Jerome Powell’s speech on Wednesday at the Brookings Institution. Most 
importantly, he confirmed that the FOMC is on track to raise the federal funds rate by 50bps 
rather than 75bps at the December 13-14 meeting of the committee. Here is how he 
concluded his speech: 
  
“Monetary policy affects the economy and inflation with uncertain lags, and the full effects of 
our rapid tightening so far are yet to be felt. Thus, it makes sense to moderate the pace of 
our rate increases as we approach the level of restraint that will be sufficient to bring 
inflation down. The time for moderating the pace of rate increases may come as soon as 
the December meeting. Given our progress in tightening policy, the timing of that 
moderation is far less significant than the questions of how much further we will need to 
raise rates to control inflation, and the length of time it will be necessary to hold policy at a 
restrictive level.” 
  
“Moderation” is the key word. The markets seem to believe that the Fed is getting closer to 
the terminal federal funds rate, which is widely deemed to be around 5.00%, and that the 
economy can handle that “restrictive” level even if it stays there for a while. Indeed, during 
the Q&A session following his speech, Powell repeated that he still believes that there is a 
path to a soft (or “softish”) landing for the economy. 
  
Investors have been fearing that the Fed might turn too restrictive, causing a recession. 
Powell specifically said that the Fed is aware of that risk and does not want that to happen. 
Of course, Fed officials are also expecting (hoping) that inflation will continue to moderate to 

 
Check out the accompanying chart collection. 
  
Executive Summary: Reassurance from Fed Chair Powell yesterday that the Fed would proceed on 
its tightening course with “moderation,” to avoid setting off a recession, was music to investors’ ears—
lifting stock prices and lowering bond yields. Today, we look at the words that had such a palliative 
effect on markets and recap Powell’s main points, especially about inflation. … Also: Rising reshoring 
and FDI trends suggest a revival of US manufacturing, which will benefit supply chains and labor 
markets. … And: Jackie examines the reasons for tech stocks’ recent malaise. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgNHrW6NQNmk8vhbXqW4SJMlS3-LqlyW8ghrd22TtSmJW3bQzt153hRc8W84sMqv7k5--kW6YJ8Vp5rpT3_W5qXyM_1jVvrlVY0Brn4Gf2mKW3YRT934V_h_BW50t4KY11MWHjW6tp4M01jZhjrW21G-PQ2gc25qW295CLD1c4D3SW3z5DRD6G38jrW3-h3gh3jTBTJW592-gZ5pZy33W1FJkD46jnVPqVnc4Sv7Hq6q1N6PhW6ZMtG6VW1pfPFf3dgRXzW1Wp80s3J7g99W6wqcp83y0TW5W3tGNLS1mv8mPW38dSR45wTJXrW1n7W_x8L7BFGW5kHBXp5PmKmX3fl31
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgMDYW3gXBlW1_q7rxW5brvBR1DQMkqW3wH72R4v7m9FW8_GBPq19-5kbW24l3-m83gyWTW7WLLQq3yZ1_PV1YJwx6-tL25W3L164x6CQkh1W7mN5Ty6j_RyYW2K2QTC1Wr1F1W38tD_N6_5NRNV2gHRc7SvCLwN8g_zmd9Sw2zW1QzcpH1fhV9BW4x4bKm2zd3PsW9jYkZ06TBndcW2_2pzK8n-QzmW58YNKp5P_GZ3W6L88_p57ZkSGW4x-wYS2b9M9gVRRGQ46xbx7TW7NZnK630gbCD22d1
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validate the Fed’s moderation pivot. 
  
Powell spent a good part of his speech talking about inflation: 
  
(1) Inflation remains high and uncertain. Powell started his prepared remarks by 
“acknowledging the reality that inflation remains far too high.” He reiterated a frequent 
theme from his past statements about inflation: “Without price stability, the economy does 
not work for anyone.” He also stated that “[t]he truth is that the path ahead for inflation 
remains highly uncertain.” Then he proceeded to drill down on the outlook for the core 
PCED inflation rate: “To assess what it will take to get inflation down, it is useful to break 
core inflation into three component categories: core goods inflation, housing services 
inflation, and inflation in core services other than housing.” (Click “View speech charts and 
figures” below his speech to see charts of the three.) 
  
(2) Focusing on three major components of inflation. Powell noted: “Core goods inflation 
has moved down from very high levels over the course of 2022, while housing services 
inflation has risen rapidly. Inflation in core services ex housing has fluctuated but shown no 
clear trend. I will discuss each of these items in turn.” 
  
(3) Core goods inflation heading in the right direction. He was optimistic about the outlook 
for core goods inflation: “While 12-month core goods inflation remains elevated at 4.6 
percent, it has fallen nearly 3 percentage points from earlier in the year. It is far too early to 
declare goods inflation vanquished, but if current trends continue, goods prices should 
begin to exert downward pressure on overall inflation in coming months.” 
  
(4) Housing services inflation should moderate late next year. Powell observed that housing 
services inflation, which measures the rise in rent of primary residence and the rental-
equivalent cost of owner-occupied housing, “has continued to rise and now stands at 7.1 
percent over the past 12 months. Housing inflation tends to lag other prices around inflation 
turning points, however, because of the slow rate at which the stock of rental leases turns 
over.” He observed that “market rate on new leases is a timelier indicator of where overall 
housing inflation will go over the next year or so. Measures of 12-month inflation in new 
leases rose to nearly 20 percent during the pandemic but have been falling sharply since 
about midyear.” (Click “View speech charts and figures” below his speech to see his chart 
showing market rents.) 
  
(5) Core services other than housing depends on labor costs. The third category is core 
services other than housing. It covers a wide range of services from health care and 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgTt0VmQpjz3hdNFsW1X_W9g6FRKP8W6qnnvZ4jrvCtW2TYysj8kchBhW90XC418Pqkc4Vyfh-Z6VcZWvW2xjy134RCNJ8W1Zw-tB3M3MS-W1yVWKy4HyxK1W7nhK043MDzPDW7TpKl42LQQ1sN65pBw9bfmcMW22yr5c109_8MW1P5P6Z7MXJQ9W225rj37xlwS9W4cPFTM2Nq2fzW1215Kt59Kp0QW3lKSJv50N8K8W8m3lK87qDdxhW7Bsnz01Bc29QW5Gzxj_2rggsvVQzghW8f2ZZpW30_PJ-28M3gCW2bCJlj1Bn-X8W6xN_BG6XDqgzW5t5-dJ63bPbq3mFR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgTt0VmQpjz3hdNFsW1X_W9g6FRKP8W6qnnvZ4jrvCtW2TYysj8kchBhW90XC418Pqkc4Vyfh-Z6VcZWvW2xjy134RCNJ8W1Zw-tB3M3MS-W1yVWKy4HyxK1W7nhK043MDzPDW7TpKl42LQQ1sN65pBw9bfmcMW22yr5c109_8MW1P5P6Z7MXJQ9W225rj37xlwS9W4cPFTM2Nq2fzW1215Kt59Kp0QW3lKSJv50N8K8W8m3lK87qDdxhW7Bsnz01Bc29QW5Gzxj_2rggsvVQzghW8f2ZZpW30_PJ-28M3gCW2bCJlj1Bn-X8W6xN_BG6XDqgzW5t5-dJ63bPbq3mFR1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgXklW6HgCbv5XBcrTW4CWj0r80v1xZW6tFhXL4ngYllW62GxmV2BLYTpW6Rl8-072c28WW6nz44C4QmRNfW4SN3xx59lhf5W4YBPWm4Qs84ZVyv0t39dr7jhVTnTT18D137pW4W8rQJ7hzPd5W8YfVP442X_W_W8G5MDW3bFsTzW9bjP7l3XvpR4W5z3QfV5DGvdTW55rcQy4j0rXtVQYlDm91FGQnW1rfv4l1sV8hvVNLRxH3pyv7yW78_s4d3N_nhdW5KfpNG6wdM8mW63vdCt3pHVBHVWnhN42zW32dVHPRVd5rfZjZW6djSCs4YhrWwVNp7wt86xKYL3bmT1
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education to haircuts and hospitality. It is the largest of the three categories, constituting 
more than half of the core PCE index. Powell observed: “Thus, this may be the most 
important category for understanding the future evolution of core inflation. Because wages 
make up the largest cost in delivering these services, the labor market holds the key to 
understanding inflation in this category.” 
  
Powell clearly is concerned that labor shortages may continue to put upward inflationary 
pressure on core services excluding housing. He noted that “recent research by Fed 
economists finds that the participation gap is now mostly due to excess retirements—that is, 
retirements in excess of what would have been expected from population aging alone. 
These excess retirements might now account for more than 2 million of the 3-1/2 million 
shortfall in the labor force.” He added: “The second factor contributing to the labor supply 
shortfall is slower growth in the working-age population.” 
  
He concluded that demand still well exceeds supply in the labor market. As a result, “[w]age 
growth, too, shows only tentative signs of returning to balance. Some measures of wage 
growth have ticked down recently.” (Click “View speech charts and figures” below his 
speech to see his charts of wage inflation.) 
  
(6) Bottom line. The markets took comfort from Powell’s suggestion that the Fed’s tightening 
cycle is pivoting to a more moderate stance of rate increases. However, he concluded: “It is 
likely that restoring price stability will require holding policy at a restrictive level for some 
time. History cautions strongly against prematurely loosening policy. We will stay the course 
until the job is done.” 
  
Industrials: More Manufacturing Coming to America. The number of companies opting 
to build manufacturing plants in the US of A instead of abroad continues to gain steam. 
Almost 350,000 jobs will be created this year in the US as companies move their 
manufacturing facilities back to the US or foreign companies decide to start manufacturing 
operations here, according to a report based on H1-2022 trends by the Reshoring Initiative. 
The jobs created due to reshoring or foreign direct investment have increased to 260,000 in 
2021 from 181,037 in 2020 and only 6,000 back in 2010. 
  
Appreciation for domestic manufacturing grew after Covid caused supply chains to collapse 
and shortages of PPE and hand sanitizer turned us into scavengers. Tariffs on certain 
Chinese imports, the threat of China attacking Taiwan, and Russia’s war in Ukraine have 
further highlighted the importance of a US manufacturing base. US government funding 
provided over the past year through the CHIPS Act, the Inflation Reduction Act, and the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgXVJN3806dq8k0fDN1xXM2g2DcMpN1Nfx58x2HxTW1wtRnn922YnMW5Rh9ns4hpcYTW6_6PV18-m2M_W22JwTw10pbY2W87jbz-8_H2LTN5jFRDPxhKfcW90M8yY2rj2n1W1vn_bF4TJcJVW8MP_MC1_cjPFW8DhZxD7XwvjfW8FRyf_2LCnK3W6_mf6m6k66DDW6QM_w251JHHDW6j2w4h8H-YcpW7jRRqX4X5q8YW73ZK843QLqJkW3_72gs5Xx0N0W1cK2S33LStjwW1_CVzh7vVbp0W8dhj8m2CCn93W8N2r9Q6z--PJW1_HMFF4p_vV-W5pZhpn8xlsT038R91
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w3q90pV1-WJV7CgD1rW6TLs-h6yvBD8W3kbY1t8Z4Q2sW1T1fwn8xsn4bW8gKxB05Xz9mxW5r6-Qq7TvGkcW5T2bh05dxrXLW2hstBW8WCsm3N3NGSNGMGD2JW1csKFg16Sw9HW97kKt_93ghRnW1wcSLM49R6mZW6Bmz6m8sGMF7VLSK2l4zPzLFW4D3SXp7t7BwTW1ms0ZB6Qt28jW8tm76G4rqcsBVjmcMh50smN4W1HyKvM8y4wcVW3dPSw03-K1FYW3PyV8x7Y0zbhW537pcz1Wl02PW82NbQ71zGHvxN6H1G8trty_vW3MlLPs97Lw9JW9hrdzv4hfFL5W95nskS4dmgVN3lql1


 

4 
 

Infrastructure Investment and Jobs Act has sweetened the pot for manufacturers breaking 
ground in the US. 
  
The industries bringing the most jobs to US shores include electric vehicle (EV) battery 
manufacturers, chemical companies including pharmaceutical manufacturers, and makers 
of transportation equipment and computer and electronic products including solar panels, 
robotics, drones, and semiconductors, the Reshoring Initiative report states. 
  
One challenge to onshoring is finding the skilled workforce to fill the new jobs. Companies, 
trade associations, and states are ramping up training programs, while automation and 
artificial intelligence (AI) are allowing workers to be more productive, the report notes. But 
the US onshoring trend may slow in coming years as industrial capabilities in Mexico and 
Southeast Asian countries improve and those countries increasingly attract companies. 
  
US manufacturing jobs fell sharply in the decade after China joined the World Trade 
Organization in 2001. But since bottoming in 2009, the number of manufacturing jobs has 
been increasing, backtracking briefly in 2020 due to the short-lived Covid recession (Fig. 1). 
As technology companies announce massive layoffs, it may be employment in the 
manufacturing sector that softens the blow to the economy. 
  
We first discussed the onshoring trend in the November 12, 2020 Morning Briefing, followed 
by the February 11, 2021 Morning Briefing. Here’s our latest look at recent announcements 
by companies planning to build manufacturing plants in the US: 
  
(1) Solar industry shines. Italian utility Enel was the latest company to announce plans to 
build a solar photovoltaic cell and panel manufacturing plant in the US. The company noted 
that “tailwinds from the Inflation Reduction Act have served as a catalyst for our solar 
manufacturing ambitions in the US,” a November 17 Reuters article reported. The act offers 
tax credits for US-made solar products. Construction on Enel’s plant is expected to begin in 
H1-2023, though its location hasn’t been announced. The factory is expected to create 
1,500 jobs by 2025. 
  
Enel’s news follows First Solar’s announcement in August that it will build a $1 billion solar 
panel factory in Alabama. It’s spending an additional $185 million to expand existing 
facilities in Ohio. “Some 90% of panels installed in the United States are made overseas, 
but imports have been constrained by pandemic-related supply chain disruptions, tariff 
threats and increased border scrutiny to block supplies linked to forced labor,” an August 30 
Reuters article reported. US developers have opted for First Solar’s products because they 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgCSxW4h7xQw5_y45gW8VNCgf7ZM208W2HqN4n66dlt1W62h1Xn1qqm3GW8ZfQB84SwXP5N8cpW9bNq8SsW7TLN1v25857sL4-tz8rlFsN3_jYJrWT93gW7bjvZf4w3d_pW2kSHCs9gHrvTW7kFj4d2KhDNFW75Ryvc22mn82W4JR27Z2mxvfsW1tF4CM63NLv_W2Ly4cf2CBjHpVRB3jP6_07NRMrMlbzFcBQ-W5r1k1H20qcqqW4cGRG76ZSGnQN3jmnHLs476HW43symM4_vC8n3nM51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5c3q905V1-WJV7CgJ-lW93_Z-w5V3H1CN5vLjzLk943fW5r17qk8s4TzvW4lS-bP1QDh61W3Q_j457fHvrgVv2zSY8fbyQjW51hFDT3gnnHCW5kt8cB2jsRwnW5fDC3T6-Tr8mW5HVGVT6RTHJbW7KJMTM8tRRPqW3fhgJ16gDgl5W3gMsSW6FmlCpW3Q3Lvw70tQDlW4sDx7x3R5QgjW3YcMnX1yPsRXW79vKrd3NkG82W46TWtB1ZSchFW6dtDz24sgtgRW57cqfs51CBjfVgKdTt12cvQ_W7XVq9v5p60G2N3s7-NWVxfGcW78p5Kn5kjYsC3n5B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5c3q905V1-WJV7CgWDPW84vRGX324bTYW6s22BC7TFhTNW7pP96j5mwtXjW3wtRSj3ktDRsV8wghz6Y8xbPW47TPQj8vkYpYW7wYSbg1csjL9W3Sz4876Rv6KhW2vFSmD3DyqV1W6XJKfq3yHcSXW39xBSd3cbKZnW6Pxw1_2MTbZ_N8rNcTttnWf8W75wzZ_1Gz3M3W7KJv4C2TjTK9W6q5hjW2bHzN0W5p6Q7D3Lt_MvW8n-yrM2CMNNhW1cBKYj2q8ph3N6GM7-51t0pRW9c8KDd2DG_NRW8TW-8s2RY4sCW7XgGR76HTxZ0W6MCdqB1fVPTl3ng61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X5nKv_V3Zsc37CgGcbW16lZ2Y2gm4hXW2MH-Fc43XB2qW4qfg3D8JQJGCW70bGWT2hY67KN2-cB183PhR3W1l-Rdj12g8VmVyRVt34hrj75W47r1wN4RmfQxW4ZCl-q46clfcW5RWL7t91WfqvW2fSLtF2wg32jW3M0sJJ7gWJmnW8hvwqq3w7d-PW93MjZx4P6vM4Vctw3M19Mhf8W94wzh-7syv2JW8mp1rb35CBvLVsq3jj39N1FhW1gKMbM5hTV3mW76Zgh96QN3sTW3wGPqt5HLNchW64NpxJ95kq00W88wjjf80mv-xW3x9l705lcFWcW44Pv_T7q5dY-W6x3Xyy6nBnhgW9lXLTZ8ygG22W7d9Kmk4nplFFW3QFpKc14f8LhVFhzkx2-l3Y2W15ZNVg90v9NjW8Jqbsg7jzjdKW8BCprb2lWFZvW58-Tj57-Qw3qVd3B634bhRTBW8yPsGG3pykV6VcRYGz84VHzRW3vV_bn4kTFDM3c6Q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w5nKwBV3Zsc37CgBrcW92ZzF58B2HZPW1g9xBD17sbj5W58SGMF3Mq_PBW5pchWR6K-Hr6W3n2_5H1mZQm3W16r3x54nqX2fW1c386G8Vv4CpW4bY40W3bB9PDW6Jdqns8C8ssPVdc3m43FkK3vW1M_t_B1CyCshW2ffnv66pwcV5W5XK20t8WJgZ1W5dtlWH8R_CVPW5-ct0q9jX_F9W7BPmqR68L5F3W1G_Vlw7s_YclW5VC834114zHvW2Ywprl8CCn6mW83LRJC2f09dJW7JpsqT2c8M1DW3hFMkH4pFxZTW2g7-479f__MYW1SWG236r6m5ZW2ZztX12j0FFlVtC2X-4SNKyrW7R3ymf80pG45W5WqFt72Xd-JCW7Sg5k41gQlQFW7JHnw61Y1RxDW8L_0SM8GkRVVW8jmtH58PF38mW1vrVTz81s7yBW6GMsff3S8CdHW87fhVT5N1-4mW21_Dw65S9nGRW2xw9C-6J0LRLW3Yn63D7bYTpHN5N-BHKpC3-TW7Q82kM1nJRkCW31lwgc17YmmbW79Dm0x6pJJjw37951
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don’t require polysilicon, a raw material primarily made in China. First Solar’s share price is 
up 85.7% ytd through Tuesday’s close compared to the S&P 500’s 17.0% ytd decline. 
  
(2) Batteries are electrifying. Freyr Battery and Koch Strategic Platforms announced on 
October 12 a joint venture to develop 50 gigawatts of battery cell manufacturing capacity for 
producing batteries for electricity storage and for EVs at a US location that will be 
announced next year. 
  
New battery plants are popping up all around the country. SK Innovation, which is building 
two plants in Georgia, is planning to build a third plant near Savannah via a joint venture 
with Hyundai Motor Group. Panasonic Holdings and LG Chem have also announced plans 
to build new battery plants in the US. Manufacturing batteries in America became more 
alluring after the Inflation Reduction Act required automakers to source a certain percentage 
of critical minerals for their EV batteries from the US or a US free-trade partner to qualify for 
tax credits, a November 29 Reuters article explained. 
  
(3) More US semiconductor plants. Micron Technology was among the most recent 
companies to announce plans to build up to four semiconductor plants in the US. The 
company will spend up to $100 billion on the plants in Syracuse’s northern suburbs, 
creating up to 9,000 jobs over the next 20 years. The plant is expected to bring another 
40,000 supply-chain and construction jobs to the region, an October 7 Syracuse.com article 
reported. 
  
Micron received state and local incentives worth at least $6 billion over 20 years and 
presumably will take advantage of funding from the CHIPS Act, which provides $52 billion in 
incentives for companies to produce semiconductors in the US. Intel, Taiwan 
Semiconductor Manufacturing, and Samsung also are building new fabs in the US. All this 
is moderately ironic given the glut of semiconductors that currently exists. 
  
(4) Cable needed. Corning announced in August plans to build a new optical cable 
manufacturing plant in Arizona. That followed news in September 2021 that it plans to build 
an optical cable plant in North Carolina. The company has invested more than $500 million 
since 2020 to double its supply capacity. It has a ready buyer in AT&T, which continues to 
roll out fiber-based broadband to homes, an August 30 Reuters article reported. 
  
These efforts are also encouraged by government largess. The $1 trillion Infrastructure 
Investment and Jobs Act passed in November 2021 includes $42.5 billion of grants to states 
to expand broadband infrastructure using materials manufactured in the US. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5w5nKwBV3Zsc37Cg-6ZW1rhFt177tW6jW8m7rlQ97dltKThHK21LC7y4W6RqRgt659bDtVjYqq65-QYQWW80FD4f765JPyW45MtNn6W5-G2W5b18NP4NMB2YW7d6pKW5kj3RFW5-9RlV62_lXXW3FkYwg3r74z6W833j9y77w9VtW5llpst6ydYzkW4sbswT3H67nyVncG342KwrWSW3y0pmF4BhcWCDyFQNgzxVVN3f62g1Fh0fQW72834f8pB0gLW62Wg7f2JmG6_W5b9d9G5kFn2VW4HlY6W6MkzMxW5Q6MdC3dyS1zW4vqjxx41ZyXRW36fGmY7rRhjmW5sdNvD2vhq9mW2X5nzQ1_SGLgW6vtfvC5WnhmPW8pK4zv1JJmTvW2rj1Tm27CRdzW6vWblh7F2v9tW4qYWZH7-Mv_FW5j7sRB2fVkL7N7HLzKKjSgGLW4g1ZQj6wPFYCV8SRKT3b1lZHW3WBsgK56yFn3M9kl98j1lrqW4dmSND2BRR0PW83Gksb2QB69ZW54TFjZ6ZfRnhW6yp2Zj5sk6N93q651
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk415nKv5V3Zsc37CgYTmW4M0Y6R41wTMJW8Sx1ZD8-hkHfW74jk9t4dscD0W1c4NDn7WJDGZW1r_k788BnCBGW4T-Pkq2CzfHbN1tdmj9KSpMkN4_rclgtcT2dW60TGby1715xcW6hjdyT25CSh-W3T_1xK75kLwKV76J0k2fztsYW14dvCM8jlf33W3ShrfK4Ky4H1W5R51V24v8W-zW4LW0Tm83swYWW8pmh4n7dtYBgVCTHlW5NKhrwW60wxMN1C_w3MW87ppb78Xcl9YW6W6LfP1Jb9cGW5qPHxb39b5CNMnXN_fQqd_pW6PgWyt7WcTc8W1T0VYj50yV9lW7gp-Gt17FzT0W387LNb9j3F0bN4C3Wg1kL7xrW44_w135mRKpQW7x8gLg45JLTSW1K3SfV24MyGyW6MqD-s3tLFtv3cqr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4k5nKvpV3Zsc37CgRSYW8wDnWK40V5TnTcfK83YZmkmVBNq249bsjShW5ntTdQ2Rc5wsW1kNs0W60VPJxW1dCypx2GcHMsW3CFHhV7sVS7ZW4CY8kJ2CNmrcW6xRS3B8N1lFCW2gx6mF1FJZ__N69w8GgNw9DBW3NyVsw36cvYDW6VWJrq5Chvy6VXywjh7lSMz1W840cJc3M68J1W2PYvTQ8rjN5LVcyHKn3QjbD3VM65h25FPs7MW5SmfkL4F4k8VN7m5pjRDqkkGW7BWwJL5T9BmQW1J3smn4cg5LcW1cdyTz4R81PHW52-0Mf5x6CxKN5tv3YkvrrXBW6c0ss25SBy41W9h5T0f1NvX-jW7WdzR87jY9sqW7CGRxD5HKvL2N3l2Lm7sSCShW5wzN0M3KhBmjW2mHgYM7wDjXhW4LwW1L6-qTSwW7Ht9tG4g439x3cNF1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk415nKv5V3Zsc37CgTBgN8jk5FWT9R5GW2Jk20x5vns8mW36h9zn305p4VW6tF5lK7j1B9xW6D7t792mRD7pW7l032_7h8YrVW2TvdN-4bf2yBW620XqW6v3W3QW46z79x1ZGPN8W5yV2pq1lM-rwW2tCcdg1X768HW35f40g51FZLQW8899LM7zbJwCW5PR_jN4Q_YgJW5WqtfK20BGdrW9c4HCt49yXZ1W33nrGP6HJLxrW2wlBYv6tMBkGW4RQ_V72CYtYTW4FRpwN7hhHt6W5rZm_X10G5v-W22dCSk5WYQJjW1M4mzx2qpTM3W11Zx1S4RkRfGW5qH_Hs180c5ZN445rFCXkz5-N5YKLg8xSwcfW7nVW6T665Hh5W25PLDZ5Glg1TMwr_54FnvBrVm5Pk027Jd1NW2L0s8Q1fvtD439Nj1
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Technology: Coal Today, Diamond Tomorrow? The S&P 500 Technology sector is 
ending the year on a sour note, down dramatically ytd and failing to rebound as sharply as 
other sectors from the market’s September low. The jump in interest rates and slower 
spending on tech as the economy cools have packed a punch. But as the calendar turns to 
2023, it may also be an area still ripe with opportunities, especially if the high point in 
interest rates is behind us. Here’s a look at where things stand: 
  
(1) Tough year from all angles. First, consider the performance derby of the S&P 500 and 
its 11 sectors ytd through Tuesday’s close; Tech comes in third from last: Energy (63.3%), 
Consumer Staples (-1.8), Utilities (-3.2), Health Care (-3.9), Industrials (-5.6), Financials (-
8.8), Materials (-10.9), S&P 500 (-17.0), Real Estate (-26.0), Information Technology (-
26.1), Consumer Discretionary (-32.0), and Communication Services (-38.4) (Fig. 2). 
  
The Tech sector remains a laggard measured from the S&P 500’s recent low on September 
30 through Tuesday’s close: Energy (25.0%), Industrials (20.6), Materials (18.6), Financials 
(17.5), Consumer Staples (13.5), Health Care (11.9), S&P 500 (10.4), Information 
Technology (8.6), Real Estate (6.3), Utilities (5.9), Communication Services (1.7), and 
Consumer Discretionary (-2.4) (Table 1). 
  
Within the Tech sector, the Application Software and Semiconductors industries have fallen 
the most sharply ytd, by 35.7% and 35.4% respectively. Here’s how the other tech 
industries have fared ytd: Home Entertainment Software (0.3), Communications Equipment 
(-19.9), IT Consulting & Other Services (-20.4), Technology Hardware, Storage & 
Peripherals (-20.9), Semiconductor Equipment (-24.5), and Systems Software (-27.9) (Fig. 
3). 
  
(2) Negative news flow. Business in some of the growthiest areas of the Technology sector 
has slowed, and the Q3 earnings season has been a tough one. CrowdStrike shares fell 
14.8% Wednesday after the cybersecurity company forecast Q4 revenue of $628.2 million, 
missing analysts’ average estimate of $634.8 million. Shares of cloud computing company 
NetApp fell 5.8% Wednesday after the company targeted earnings per share of $5.30-$5.50 
for its April-ending fiscal year, below the analysts’ consensus of $6.76 a share. Sales from 
Amazon’s cloud business grew 27% last quarter, a deceleration from the 33% growth 
enjoyed in Q2. 
  
(3) A look at 2023. The S&P 500 Technology sector’s revenue and earnings are expected to 
slow sharply next year. Revenue is forecast to increase only 2.5% in 2023, far below the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgV9dW7mvcT72DK7WpN2d39xr4_Yj-W2Q1r5K73YZVHW7gmWM78sv2b2W6nrk2L3BlRd8W170Qmd3cK4nlW1gwmHZ6BtwqRW7m5C3k7th5nCW8mBhMH715k3qW1N89m11XGl6DW2BQJqy2mw4nVW5zNtQW15K-9WN4zPX7hFRh80W7vH37S1s85G5W5PpJ6L87cyJvW4Spfwg8csklDW5Y1YN45xrn13W5Yl6rf3HKw-ZW3pvvrN8ZwjKbW1qZprk8vBy_HW4DTWQ02MSLwrW2n43GB3mPxcg3lPf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5c3q905V1-WJV7CgPx_W7jypMm7z1sG2N5rsbLyDMSBtW1S5zhT1WxR3mW9fsbwG6RH8tfW2yb-f_2w95Q7W95TCyM48TbYmW4z79M82tbvlCW3M0jqP5bm--LW1rfqNZ1220nLW6Pz_GQ7vtFt4W5nKDXg2LdYPHW1HRVJc6HHwSsW7BBmgW2GVSyYTJfrF5wPwBvVDnp7F3SVzCMW36Ljt254M-J7W8WrXxk6sV4_4MC0JmdfV0sMW2TXDb61yKDhGW2qtV9x7tNWLfW6zVFFD5RVCFxW7wpPfy2qB_JLW7y1Hxn71LXxNW6BM0147WxQQt3lfH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgRXXW40-ck098R1SSW8_qy42330lZ0N5g7XVlr4X12W4f4f279jF6bFW9b-F746KkCkTW4Hvkfk3KT5ydW6lmLjQ2FV213W6BgYtL1PHCbkW4v041m4RY3gkW6wDg4Y1w_zN8W5L76Rr5nNb8pW3vXv6Y8hBhqvW9bJ5R13dXRQGN5lwyLgMD28rW2DNZjr3Dc1t-W68l8_x7XXh5qW2zrl_65VSh0_W1Dcc-w4dK8cmW7HtbND48ycGVW5PCn9G8BVkJ-W2zwlnl3Bb5cnW30K5kV2y_wXl3l2s1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgRXXW40-ck098R1SSW8_qy42330lZ0N5g7XVlr4X12W4f4f279jF6bFW9b-F746KkCkTW4Hvkfk3KT5ydW6lmLjQ2FV213W6BgYtL1PHCbkW4v041m4RY3gkW6wDg4Y1w_zN8W5L76Rr5nNb8pW3vXv6Y8hBhqvW9bJ5R13dXRQGN5lwyLgMD28rW2DNZjr3Dc1t-W68l8_x7XXh5qW2zrl_65VSh0_W1Dcc-w4dK8cmW7HtbND48ycGVW5PCn9G8BVkJ-W2zwlnl3Bb5cnW30K5kV2y_wXl3l2s1
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10.6% revenue growth expected this year and the 17.2% jump in 2021 (Fig. 4). Likewise, 
earnings for the sector is targeted to inch up 1.0% next year, a sharp slowdown from the 
9.1% earnings growth forecasted for this year and the 37.0% growth enjoyed in 2021 (Fig. 
5). Analysts began paring their estimates this summer, and they have yet to slow down (Fig. 
6). 
  
While earnings growth is slowing, many tech industries are expected to post earnings in 
2023 that grow faster than the 3.8% earnings growth forecast for the S&P 500 companies 
collectively. The Application Software industry is a standout, forecast to grow earnings 
13.8% in 2023, a bit above this year’s forecast for 11.4% growth and on par with the 12.4% 
growth produced in 2021 (Fig. 7). Meanwhile, the Application Software industry’s forward 
P/E has dropped sharply from a peak of 53.0 in November 2021 to a recent 27.5 (Fig. 8). 
  
Here are the other S&P 500 Information Technology industries that are forecast to grow 
earnings faster than the S&P 500 in 2023: Data Processing & Outsourced Services 
(11.7%), Internet Services & Infrastructure (10.5), Communications Equipment (7.7), IT 
Consulting & Other Services (7.0), Technology Distributors (6.4), Electronic Components 
(5.9), Electronic Equipment & Instruments (5.5), and Systems Software (5.4). 

 

Calendars 
  
US: Thurs: Personal Income & Spending 0.4%/0.8%; Core PCED 0.3%m/m/5.0%y/y; Initial 
& Continuous Jobless Claims 235k/1.573m; ISM M-PMI & Price Index 49.8/47.5; 
Construction Spending -0.3%; Natural Gas Storage; Barr; Bowman. Fri: Payroll 
Employment Total, Private, and Manufacturing 200k/200k/20k; Unemployment Rate 3.7%; 
Average Hourly Earnings 0.3%m/m/4.6%y/y; Average Weekly Hours 34.5; Baker-Hughes 
Rig Count; Evans. (Bloomberg estimates) 
  
Global: Thurs: Eurozone Unemployment Rate 6.6%; Eurozone, Germany, France, Italy, 
and Spain M-PMIs 47.3/46.7/49.1/47.0/45.6; Germany Retail Sales -0.6%m/m/-2,8%y/y; UK 
M-PMI 46.2; UK Nationwide HPI -0.3%m/m/5.8%y/y; Japan Household Confidence 30.3; 
Enria. Fri: Eurozone PPI -2.0%m/m/31.5%y/y; Germany Import Price Index -
0.4%m/m/23.3%y/y; Germany Trade Balance 5.2b; Spain Unemployment Change -20.3k; 
Canada Employment Change & Unemployment Rate 5k/5.3%; Nagel; Lagarde; De 
Guindos; Kuroda. (Bloomberg estimates) 

 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgGDZW4Qcqqk5RCpQlVrYCHM3J_nMzW6ljMJj5XxrNyW1fmz1m47gl1lW2phv4w6SZhjcV8GVyZ5yHCBRW8hJ9432Db8KwW3BvNKr6qtpzKW61xFWm1Nf4hFW7_GV3f4N6WjBW7WW80J2Mh7-RW66tgJc3VkcybW96QdG781_rscW4Ln2cF1xPh0KN8mpqFBqk7h4W8HQP4d76Dj3JW1cLGk847WxtzW98VBN05wzS-_W8qnyx71znW5nW6_WcBR7N38r7W5Snt6K3MTbJ_W6YjLlp6MvtFs3ktL1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgRytW5GX51N67x367W3QKMT51kBsvfW4KpSPN2TCLBbW8GWq6r8cndh5W7HD8V36BvHgwW3gVB5Q7lCNBNW9jr5Fx1sGJHXW12PDBC1K-nk1W2xxvth2xjdJgN5DGMVNZHHTfVnWtHl5w3BqjW7chLQP7Dr0q7N7WV8FLcBx4_W1h0yBr8FsxtQW81jn0F2BxgvSW1ybl5j58c2M0V68GhJ2RcNTtW8KfNmk5svJxpW5pcmLR3HsxgcW2MYDxR5TykTtW54Jxzb8NHg8zW5vNk8f3kfPKM3n3g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgRytW5GX51N67x367W3QKMT51kBsvfW4KpSPN2TCLBbW8GWq6r8cndh5W7HD8V36BvHgwW3gVB5Q7lCNBNW9jr5Fx1sGJHXW12PDBC1K-nk1W2xxvth2xjdJgN5DGMVNZHHTfVnWtHl5w3BqjW7chLQP7Dr0q7N7WV8FLcBx4_W1h0yBr8FsxtQW81jn0F2BxgvSW1ybl5j58c2M0V68GhJ2RcNTtW8KfNmk5svJxpW5pcmLR3HsxgcW2MYDxR5TykTtW54Jxzb8NHg8zW5vNk8f3kfPKM3n3g1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgLwdW57k1ZS11z9lKW7G3-yf3vFDkxN763yQsYNW_PW6xZf137LZ-TgVdPw7240YLqPV9KP1p1cDLKhW3MX4Pp1zChc-N13Lcztb4ydgW6sMkBw4cDQ9pW4-bsyN86HVVRW44G05h7s179mN2hPkcLsb8ZGW5v2jjS37vR3NW66cVql756HzTW7WKcpY8fC9bFW1GkTrH5382FVW7RXt965Jz18VW189j1h3g07BVW962vSW1y8_5KW6t5SsB3x81XrW3l3t636S1CQ-N95rmgGbSXFz38k71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgLwdW57k1ZS11z9lKW7G3-yf3vFDkxN763yQsYNW_PW6xZf137LZ-TgVdPw7240YLqPV9KP1p1cDLKhW3MX4Pp1zChc-N13Lcztb4ydgW6sMkBw4cDQ9pW4-bsyN86HVVRW44G05h7s179mN2hPkcLsb8ZGW5v2jjS37vR3NW66cVql756HzTW7WKcpY8fC9bFW1GkTrH5382FVW7RXt965Jz18VW189j1h3g07BVW962vSW1y8_5KW6t5SsB3x81XrW3l3t636S1CQ-N95rmgGbSXFz38k71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgPH4W6bDdHj5-PtR8W37SntM8S8HMDW6GBV3G2ZmXSmW7dKRmb6M3rcPW94HNQW9jjj36W3FZ0ns4fyB4HW17PZ_93TkQGXW8fPDF48xYn6lVxThl25mN3zTW2zQ1k47T6CdwN3GZ316p95QgW4r-F1p47Xpy6W30FTyT4rf8VzW7W7fnf8s-5DLN41vP0yrtDmQW6gq2vq3TBMJWW7MXbVl8165WtW5yfS476M0M-VW4ytVHq1gFht6Vkn8Z45SnPv-W3pyhNy6XFT2BW7N0vpx3gFggM383R1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgDwbW8_vR3-4ZnlMqN6pSnMmHj1XXW5qM_wh6XtNTxW4d2TjJ1TBcZ3W3JGpPm84vzGpW8SYbW16Sg-XhN8r1HS3Rv1M1W85PNcQ5N5mt6W7K6Jwh576jk0W4kMQjw351kPqW8HyCm62B1nW5W2C5y3R5NfsYpW5gl10F7T4Sf5W6DwdHs8MgzYCW3z7ny55z2XR0N1021PH4v6p3W952M7918CwFgW3LBvg52yMCKPW2KSxC83ZYPC2W90zRsY8m1VSjW66j11q3tq_NxW5D2pRW2NmQYW3dC91
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Strategy Indicators 
  
Stock Market Sentiment Indicators (link): The Bull-Bear Ratio fell to 1.22 this week after 
rising the prior two weeks from 0.96 to 1.37—which was the highest since the week of 
August 23. It was at 0.57 in early October, which was the lowest since March 2009. Bullish 
sentiment fell to 38.4% this week after rising the prior two weeks from 35.2% to 41.7%—
which was the highest since the August 23 week. Meanwhile, bearish sentiment rose to 
31.5% after falling the prior six weeks by 13.6ppts (to 30.5% from 44.1%). The correction 
count increased for the fifth week to 30.1% this week after retreating the prior four weeks by 
15.7ppts (24.6% from 40.3%). Turning to the AAII Sentiment Survey, the percentage 
expecting stocks to fall during the November 24 week was unchanged at 40.2%—after 
climbing from 32.9% to 47.0% two weeks ago. Meanwhile, the percentage expecting stocks 
to rise over the next six months fell to 28.9% after rising from 25.1% to 33.5% the prior 
week. 
  
S&P 500 Earnings, Revenues, Valuation & Margins (link): The S&P 500’s forward profit 
margin remained steady last week at an 18-month low of 12.7%. That’s down 0.7ppts from 
its record high of 13.4% achieved intermittently from March to June. Since the end of April 
2020, it has exceeded its prior record high of 12.4% in September 2018. It’s now up 2.4pts 
from 10.3% during April 2020, which was the lowest level since August 2013. Forward 
revenues rose 0.1% w/w and is now 1.0% below its record high in mid-October. Forward 
earnings remains near a nine-month low, but improved 0.1% w/w to 4.5% below its record 
high in mid-June. Both had been steadily making new highs from the beginning of March 
2021 to mid-June; prior to that, they peaked just before Covid-19 in February 2020. The 
consensus expectations for forward revenues growth remained steady w/w at a 27-month 
low of 3.3%. That’s down from a record high of 9.6% growth at the end of May 2021 and 
compares to 0.2% forward revenues growth during April 2020, which was the lowest 
reading since June 2009. Forward earnings growth was steady w/w at a 31-month low of 
4.4%. That’s down from its 23.9% reading at the end of April 2021, which was its highest 
since June 2010 and up substantially from its record low of -5.6% at the end of April 2020. 
So far this year, analysts’ revisions to their forecasts for 2022 revenues have outpaced their 
revisions for 2022 earnings, so the imputed 2022 profit margin estimate that we calculate 
from those forecasts has fallen 0.7ppt to 12.5% (unchanged w/w). They expect revenues to 
rise 11.7% (up 0.1ppt w/w) in 2022 and 2.6% in 2023 (unchanged w/w) compared to the 
16.5% gain reported in 2021. They expect earnings gains of 7.9% in 2022 (unchanged w/w) 
and 3.8% in 2023 (unchanged w/w) compared to an earnings gain of 50.5% in 2021. 
Analysts expect the profit margin to drop 0.4ppt y/y to 12.5% in 2022 (unchanged w/w) 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgNDZW14hLrC6yntFkVGKTTY3jSrjxW2RydNN3m_bfvW8_HVkz9l1jkMW6GMByH513mn_W4WjhGQ265cHyW6Z5wlH18tZDzW6jB-gy20yVDKN7djNVgnx9q3W2D7-gF4jkLjcW7vrRR34TxN1CW188H7r2CQMjlW4RvWvc7n_HqwW532GGh80gD_9VXYVPf6-tX0hVzx2yH2PbK3JW6l-s0c7WlfKfW8WXWdZ48MLWzW5TcQ1X7QxWrHW2lF5Px92rDBrW1bLY024zb7YhW2wqgjh4v9P4W3l3p1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5c3q905V1-WJV7Cgz-2W12Nb_L7CtQ46V3Hzbp16QVdpW1Y7CdL10ZGH9W1knZd57yB_f3N6bx8w6rWSNDW2M2H1m5C8JTLN24f7m58lK2wW2BqCh-3c55xmW3xHsJN6h0Yj4W9jh_pC3SQZByW3-_0Z_2KhRGQW2l0jR32Bdw12W2zgVTC3x524qW7Zx0XY6pCFV4W3TkXrt5czLh9F71hCHJt5DNW4qskvH5vtW4kW8wF4PG3Yg4JhW5GDG349dh47cW7ZnscJ4RrZwzW92twS3774jj4W4WGgrG94Cgs4W8pMbfD39M66pW7_gRtC92-5PH38Ql1
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compared to 12.9% in 2021 and to improve 0.2ppt y/y to 12.7% in 2023 (unchanged w/w). 
The S&P 500’s weekly reading of its forward P/E rose 0.3pt w/w to a 14-week high of 17.7, 
up from a 30-month low of 15.3 in mid-October. That’s down from a four-month high of 18.2 
in mid-August and also compares to 23.1 in early September 2020, which was the highest 
level since July 2000 and up from a 77-month low of 14.0 in March 2020. The S&P 500 
weekly price-to-sales ratio rose 0.04pt w/w to a 14-week high of 2.25, up from a 31-month 
low of 1.98 in mid-October. That’s down from a four-month high of 2.38 in mid-August and 
also compares to a record high of 2.88 at the end of 2021 and a 49-month low of 1.65 in 
March 2020. 
  
S&P 500 Sectors Earnings, Revenues, Valuation & Margins (link): Last week saw 
consensus forward revenues rise for five of the 11 S&P 500 sectors. Forward earnings rose 
for four sectors, and the forward profit margin rose for six. Nearly all of the sectors are 
below recent record highs in their forward revenues, earnings, and profit margins. 
Consumer Staples is the only sector with forward revenues at a record high this week. 
Forward earnings for Consumer Staples, Energy, Financials, and Utilities remain close to 
their recent record highs. Since mid-August, nearly all sectors have forward profit margins 
below their record highs. Energy’s rose to a new record high last week, and those of 
Industrials and Tech remain close to their post-pandemic highs. Only three sectors posted a 
higher profit margin y/y during 2020: Consumer Staples, Tech, and Utilities; during 2021, all 
of the sectors but Utilities posted a y/y improvement. Just three sectors are expected to see 
margins improve y/y for full-year 2022, followed by six sectors in 2023. Here are 2022’s 
gainers: Energy, Industrials, and Utilities. Here’s how they rank based on their current 
forward profit margin forecasts along with their record highs: Information Technology 
(24.1%, unchanged w/w at an 18-month low and down from its 25.4% record high in early 
June), Financials (18.0, unchanged w/w and down from its 19.8 record high in August 
2021), Real Estate (16.9, unchanged w/w at a seven-month low and down from its 19.2 
record high in 2016), Communication Services (14.1, unchanged w/w at a 22-month low 
and down from its 17.0 record high in October 2021), Utilities (13.7, unchanged w/w and 
down from its 14.8 record high in April 2021), Energy (12.8, unchanged w/w at its first 
record high since August), S&P 500 (12.7, unchanged w/w at a 19-month low and down 
from its record high of 13.4 achieved intermittently from March to June), Materials (11.5, 
down 0.1ppt w/w to a 20-month low and from its 13.6 record high in June), Health Care 
(10.2, unchanged w/w at a 28-month low and down from its 11.5 record high in March), 
Industrials (10.0, unchanged w/w at a 14-month low and down from its 10.5 record high in 
December 2019), Consumer Discretionary (7.3, unchanged w/w at a 19-month low and 
down from its 8.3 record high in 2018), and Consumer Staples (7.2, unchanged w/w at a 54-
month low and down from its 7.7 record high in June 2020). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk5c3q905V1-WJV7CgBC8W2k0x8Z67xtyPW3Rhxmz5PJgPWW4lY_0B6Wc_n0W4YQMSH4YyT7kW44d1_997bLtTN5ZwfzDM2NwDW9fxPPd1K_8bsW3vJ_G72HFsZGN4czn7hZ22zNW4G-lwG2LLsQtW5RTbp24vzDjWN39P1Hn8HM5KW3XlwlZ5nMXBmW2RzjMq5X17HbW9fyKMC14D2RhW3VhGq_3q9SywW2fGPrj1C9m4wN7wxXS0KLvTTW7srD2J2C91f8W220ZWC2_4MS3W4_0d1y2HfD4tW3z-CQ26Mc4gNW1RHP7s2x3RCXW2Q-c-z1037GX3dkf1
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US Economic Indicators 
  
GDP (link): Real GDP during Q3 expanded an upwardly revised 2.9% (saar) from the initial 
2.6% increase, which followed declines of 0.6% and 1.6% the prior two quarters. Real 
consumer spending increased 1.7% (saar), up from the initial 1.4% gain, as goods 
consumption was less negative, falling 0.2% (saar) smaller than the 1.2% preliminary loss, 
while services spending was little changed, with revisions showing a 2.7% increase—a tick 
below the 2.8% initial gain. Within goods consumption, both durable (to -0.3% from -0.8%) 
and nondurable (-0.1 from -1.4) goods spending were less negative. Meanwhile, within fixed 
investment, real nonresidential investment expanded at an upwardly revised 5.1% (from 
3.7) as spending on structures fell 6.9% (saar), an 8.4ppts swing from the initial estimate of 
a 15.3% drop, while the boost from spending on intellectual property products (5.8 from 6.9) 
was slightly smaller than first reported and equipment’s (10.7 from 10.8) strong showing 
was little changed. Real residential investment contracted 26.8% (saar), virtually matching 
its initial 26.4% guesstimate. Real inventory investment was more of a drag on real GDP 
than first reported, with Q3 investment slowing to $49.6 billion (vs $61.9 billion) from Q2’s 
$110.2 billion. Looking at trade, real exports (15.3 from 14.4) expanded at a faster pace 
than first reported, while the decline in real imports (-7.3 from -6.9) was steeper. Real 
government spending expanded 3.0% during Q3, slightly faster than the 2.4% preliminary, 
reflecting an upward revision to state & local (2.8 from 1.7) government spending.    
  
JOLTS (link): Job openings in October fell for the fifth time since reaching a record high in 
March, though remained at a high level. Openings declined 353,000 m/m and 1.5 million 
over the period to 10.3 million openings. There were 6.1 million unemployed in October, so 
there were 1.7 available jobs for each unemployed person that month, down from 
September’s 1.9 and matching August’s reading—which was the lowest since the start of 
the year; it was at 2.0 in July. By industry, the largest declines in openings during October 
were in professional & business services (-146,000), state & local government, excluding 
education (-101,000), nondurable goods manufacturing (-95,000), health care & social 
assistance (-86,000), federal government (-61,000), construction (-52,000), and 
transportation, warehousing & utilities (-39,000). The biggest increases occurred in other 
services (76,000), finance & insurance (70,000), and wholesale trade (40,000). Hirings fell 
for the seventh time in eight months, by 84,000 in October and 820,000 over the period, to a 
21-month low of 6.0 million. Meanwhile, the number of quits continued to move lower, 
dropping 484,000 to 4.0 million in October since reaching a record-high 4.5 million last 
November.  
  

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgHdqW948S215jMBlgW1dnVsN8PT_h0W8DD3h611lkgkW7TJ58h5fR4fyW2Kglff6RH6Z9N2Ftm07zMJ-1W1PHgbK4LtRw-VPPGWq2gyDL2W7p1l8s8ZjYZjW2FwKcB3yrxDCW4ZhFYj7DzGs2W8FwzKb7ScVVCW59g8cB6Nx-78Vs0R7V2BNhFgW1tD_dx44-z1gW2ZpHXh7nvmJ0W1nYmBx5mzz5tW7RHNPh7g3V_rW8g6xxY6ZGZVGW5fNNR76FY0wnW77dcY31kQp-gW40qvH93Fy0pb3c-q1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgS-YW5W2RpY1pRfZVW5JxdGg61rKVbW6GctjP5TnG1_W4_s0sB28yDC3V3GLyL2Nx4G1W2lbLr01Ykhc7W2GNpJk2LPzCYV2c4-76ZS1FtV1J3qq4q42yXW5R7ykp7224_lW7r_Tqy6s02ZYW2GjDBS6QG4FKW8sY6qX5ySVCdW8PFZgJ1dyWT0W9gLQC75lCcJ5W7tvr5w1ksyVCW4cSY3z4vyxMLW2tNxT62Rv5hkW2_GCBZ1Snv5zW160qSd458TTbN3HrR3hl81p6W6XgvVq6n9XCJ3jjG1
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Pending Home Sales (link): “October was a difficult month for home buyers as they faced 
20-year-high mortgage rates,” noted Lawrence Yun, NAR’s chief economist, though he went 
on to say, “The upcoming months should see a return of buyers, as mortgage rates appear 
to have already peaked and have been coming down since mid-November.” The Pending 
Home Sales Index (which tracks sales when a contract is signed but the transaction has not 
yet closed) fell for the fifth successive month by 4.6% in October and 22.6% over the period 
to 77.1—the lowest since April 2020. Regionally, pending home sales fell in three of the four 
regions, on a monthly basis, and all four on a yearly basis; here’s the tally: Midwest (3.3% 
m/m & -32.1% y/y), Northeast (-4.3 & -29.5), South (-6.4 & -38.2), and West (-11.3 & -46.2).  

 

Global Economic Indicators 
  
Eurozone CPI Flash Estimates (link): The headline CPI rate for November is expected to 
slow to 10.0% from October’s record high of 10.7%, according to its flash estimate. For 
perspective, the rate was as low as at -0.3% at the end of 2020. Looking at the main 
components, once again energy is forecast to record the largest gain, at 34.9%, slowing 
from 41.5% in October and its record high of 44.3% in March. The rate for food, alcohol & 
tobacco is predicted to soar to a record-high 13.6% in November—accelerating steadily 
from June 2021’s 0.5%—while the rate for non-energy industrial goods is forecast to hold at 
its record high of 6.1%. The services rate is expected to tick down to 4.2% y/y from 4.3% in 
both September and October—which was the highest since the start of 1994. Of the top 
four Eurozone economies, rates for Italy (12.5% y/y) and Germany (11.3) are forecast to be 
above the Eurozone’s rate of 10.6%, with both ticking down from their record highs of 
12.6% and 11.6%, respectively, during October. Meanwhile, rates in Spain (6.6) and France 
(7.1) are predicted to be below the Eurozone’s expected rate of 10.6%, with Spain’s rate 
continuing to ease from its record high of 10.7% in July and France’s unchanged at its 7.1% 
record high in October. 
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgS3NVDt8Jt1MQD5fW2R7hYz3L9JJLW7tQTXT933nr-VbG45l2HVLM1W1SJs391JPq5PW6Vvhyw9lRh4_W4Fzlkt3v-jRqN7-nFl4czzWbW1ShLtM1ngn5xW5Y99hz5vtVRhW1xr_gN2kXc2YW336WQ06F2WphMZs3hlLdV8yN1l-S9SSFrTpW4WN4HG928NzYW7ccVhv626DsMW77rVjK4h2PZWV3KHq32_k4N7W5fmW9g4TFrYBW6H60yZ2JHSB1W30ky6H8SfY2mW6T04pW35G2sf35BB1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVsmt95nFjNhW2Jp44N7zyZVDVmLt1V4T0rZFN33Mk4X3q8_QV1-WJV7CgNl4W4TNPN97DF5WBVN-gf92KwFSbW6XmPjB5brPG0VKBJjN6gPGnfW7pv8Z-3sk4txW2g15PY1KCDClVF2ZKh3cW808W3vtTgQ6vtBJ3W3CpL5Y2cgcCvW1Jx7-l85F1kRW98LvLl77yP4hW6PKGkn4Wkj4dW2d6HTR3G2ClkW4073Kt5yTnKxW3D49QK47v3Y4W84MyLL77R29NW49xWsZ6W7wp4W6_222m4p8Qv3W2m-fhm8qrKm8W8tNKq47bYSn2W4Zv48-4f-tXLW6s5P524PC1J_34MK1
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