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YRI Monday Webcast. Join Dr. Ed’s live Q&A webinar on Mondays at 11 a.m. EST. 
Replays are available here. 
  
Strategy I: Forward Earnings Have Stopped Falling for Now. The Q3 earnings reporting 
season caused industry analysts as a group to cut their earnings estimates for S&P 500 
companies for Q4-2022 and each of next year’s quarters (Fig. 1 and Fig. 2). Now that the 
earnings season is over, their estimates for these five quarters have stabilized over the past 
three weeks. So have their consensus S&P 500 operating earnings estimates for 2023 and 
2024 (Fig. 3). During the December 1 week, the former was $231.25, while the latter was 
$253.55. Likewise, S&P 500 forward earnings—which is the time-weighted average of the 
consensus estimates for this year and next year—has stopped falling over the past three 
weeks and is currently $230.41. 
  
That’s the most recent good news. The question is whether analysts will resume cutting 
their estimates early next year during the Q4-2022 earnings reporting season. The answer 
will largely depend on the economy, of course. Nominal and inflation-adjusted forward 
earnings follow the business cycle closely (Fig. 4). They track both the Index of Coincident 
Economic Indicators and the Index of leading Economic Indicators (Fig. 5 and Fig. 6). The 
former rose to a record high during October, while the latter fell 3.8% over the past eight 
months, from its February record high through October. 
  
As we look ahead to 2023, Debbie and I remain in the soft-landing camp, which would be 
consistent with forward earnings continuing to move sideways through the first half of next 

 
Check out the accompanying chart collection. 
  
Executive Summary: Industry analysts following S&P 500 companies collectively lowered their 
earnings sights for this year and next when they heard Q3 earnings reports. The past three weeks 
have brought a reprieve in the estimate cutting, but will Q4 earnings reporting season revive it? Our 
soft-landing economic forecast suggests forward earnings moving sideways, not dropping, through 
H1-2023. … Also: PMIs correlate with the growth rates of S&P 500 earnings and revenues, and the 
latest readings yield insights into consumer spending patterns and inflationary pressures. … And: 
There’s no simple rule of thumb for when to over- and under-weight stocks of various capitalization 
sizes, but there are specific economic conditions that can guide the decision. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgNYgW6F73KK3sjhCmMb4Jh88JcD7W7LZTmD6KKZLlVFM2FH91DDGrN897-HW38Z4_W1Zz7Sg2lqTXJW58jNRG8PSt6zV7J7181KlhpPW15m7Yc5MDzz5W4nf--l3XjcQYW8wNm3N57BlF6W6H2CFc3Ddt7rW19LDXf2BrXDlN49mQcRdvCTXW5gv80M4h7PmkW4kxPBX3CtcM9N3rb_6spqkCcW93FbRf5Pn0klW8prfVD6-yZ3mW45hpDh245vJlN5t7FsdhhmhbW4wtJh770hxQw38Pr1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgJGjW1tcZyj12VzGxW8cRxPK7NHL9tVMWp_w1PGBBZW5n-kDH2clD04W1z8xV24zdjqSW7ZXvcy36LwbYW70qb925ldb9_W1b8VcZ2c-8BlW3hC2JY4sxnJJW5R74034CJmrWN582P0DmQJD3W8vb2q_2KlgxdW1BVkyn3HcxcTW31l8wY1pKYY5W7WtxZG5RbkZ0W8R2JPX4Wj7fkW6gWx4L8mwYtRW58Mm8d4ph6skW32K_1l488nqPW1SvzDJ2vvbH6W3GYVYj2JVP8VW46wrBT2bZbhD346V1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgTxVW2Fbzhh4czkm2VRmtKp7r6-V5W1PzlSM1xcl7pV5xQfK6sZHvNV2pzXt4JpMz4W763qHC26-JfxVsFRSY3Qm4F7Vs465B1XBN0VVv6WWY2BYRk3W2b2CWX6cW2hmVgqFdC7gszRXW69V8gv5jpXRVW6NPbTf8bxf-pW5gzxJB5VRZD7W5GdGx36GPqjJW9jb5Hs5s610pW3XWGPH34k1SnVcnYYT1qFr2cW7VdTmn7m88wtW3Cn3dc4pdVFqVtnMQC6VXCkPW29BpwF33tpPn33kg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgGMlN6GNvp4jRPRlW2N1Pz64N_L3NVsdd5L9fGg90W6yv1V42Vn29lW2nGzVW1ldvmGW2Tccbv86HsfvW7CtPq6528L6pW6JZ1W-30qsh7W6vyv9h6DQwpkW1gN-MQ4xvybjVx5kVT7m4v1sW553ZFN7ZtpzpW6DNxyl1JJxZLW2Ycf4L65FQFtW43JKT75VVB0lW5LQffR6nZVMMVNjkXl44q2_sW5LrCpw10lL9MW79RPfS8c62WCW7nNDC083ZsbVW8mWSKm5prwDhN1gK3nCGn4mz3h301
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgMkrW388NR84bP0ZtN61kZd7pTB_vW1_FN8q1bc8C7W5G7yZf5t_JJZW6SZXfY9kZl9tW8QGPGk1phTmkW2Lgn1K8PP038W25-KLJ8CHfDrW8Z90W-3lfq_rW4Sww7c7W58XGW2TQC4X6ps935VzJjJW28yQg6W6yrthK5CyP-QW3JnVs4627YNPW6l4NDc2z0k4tVz_Bmt8-hlf9W8k8YPD7wK7VQW6bDM3R6xX6ZkW5tRbm16rbCQQW1Kf4Q21xNQLzW7QCP8H5hQxVqW7N5CzX5k8HGx3fS61
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgVcKW6hxDq81fTZB8W6D4t7-2VnrkXW98Znpw6VWGDBW1jSWdC4nVYSmW2BRzxf2cf8NWN2Z4-9Kq-HbPW6TL-2J5JwXTMW2bWZkr3PGYdSN18pnzzFRdr9MdCjLxhqrxBW1BDtbX64TFSdV4_fBK5Zkwf7W4gGgL43KjLDdV1MT0g28dJD4W7qBN6r4byfqYW7rgfrg74ZG65W8DH-BQ1y4lcpW3F9Q9S1KvsjsW1XfPbk8SXQQYW5R0GMX69hcjlW4NBMvJ7MDLw6W6gjm659b7GgL39sZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgCQkW4ggSzP4823FqW3BgDKq7xPGbgVm9k8v18JKYNW8vX3yD1gHpN7W3K0_Bn6t84yRMDyPCx9zCNCW51l0G74x0lxjW6QY6_470FdBqW4vyfpd6BNhCQW4tblb77gqzltW2tDhs16Q5mZ3W6TxCl778N93SW1wrRc33SdrHKW3gQ2Sy39xqRJW1yFH3w1v-76QW6bf7NK8qWNgyW2ysLdY4y59B9W2tgl_06-7vyQT62QS634xCrW2_FDvs5zPdNQW9f5KBC3nKPvyW7MgCDk8-3Mst2kr1
https://www.yardeni.com/pub/cc_20221206.pdf
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year. While it is widely feared that a recession might occur during the second half of next 
year (when consumers deplete their excess savings), we expect that economic growth will 
be recovering by then. 
  
Strategy II: Purchasing Managers & Earnings. Among the timeliest economic indicators 
are the M-PMI and NM-PMI compiled by the Institute for Supply Management. They are 
highly correlated with the growth rates of S&P 500 revenues and earnings. November’s 
data show that manufacturing is relatively weak but still expanding, while nonmanufacturing 
remains strong. This is the latest confirmation that consumers have been pivoting from 
spending heavily on goods to buying more services. Consider the following: 
  
(1) M-PMI. The US manufacturing sector contracted in November, as the M-PMI registered 
49.0%, 1.2 percentage points below the reading of 50.2% recorded in October (Fig. 7). A M-
PMI above 48.7% over a period of time generally indicates an expansion of the overall 
economy. Therefore, the November M-PMI indicates the overall economy grew in 
November for the 30th consecutive month following contractions in April and May 2020. 
  
(2) NM-PMI. In November, the M-PMI registered 56.5%, a 2.1-percentage point increase 
compared to the October reading of 54.4% (Fig. 8). The 12-month average is 57.2%, 
reflecting consistently strong growth in the services sector, which has expanded for 30 
consecutive months. A reading above 50.0% indicates the services sector economy is 
generally expanding; below 50.0% indicates it is generally contracting. The survey’s 
production index jumped by 9 percentage points to 64.7, the highest since last December. 
  
(3) Prices. The M-PMI’s prices-paid index registered 43.0%, down 3.6 percentage points 
compared to the October figure of 46.6%; this is the index’s lowest reading since May 2020 
(40.8%). While inflationary pressures are abating in manufacturing, they remain persistent 
in non-manufacturing. Prices paid by services organizations for materials and services 
increased in November for the 66th consecutive month, with the prices-paid index 
registering 70.0%, 0.7 percentage point lower than the 70.7% recorded in October. It was 
the fifth consecutive reading near or below 70% following nine straight months of readings 
above 80%. 
  
The M-PMI and NM-PMI prices-paid indexes suggest that inflationary pressures have 
peaked (Fig. 9 and Fig. 10). However, this is more clearly the case in the former than the 
latter. 
  
(4) Revenues & earnings. The M-PMI is highly correlated with the y/y growth rate in S&P 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgH42W7g3Mxv6njnMJW2nVSJD8KlZWsW8vbSyq7LfCRcW758_NR4m9vnbW3KKg3G2kN6pHW80rJpC7h4gWnW7wnV0W3J34V8N8NKhmfyn-DBW2S5-JQ7Z0xKqW4KH86x85qnrXW7q5jym5Q1VYrW7Y7zNt4p-9_LW6dXW3l5SNv0fV1B1pX7Mj9ZrVHFN5y2vskTWW1BXhxL5r4yFXW7zgPWd252S42W6Kjnkb1nbQf1Mz2qC6v44jsW8qm99Y5Vc9S5W5yG8bX3BVxd3W2ddkN08ljFWT3jkt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgKLBW8yn33r24ZxcLW2Ybm5t3L938yW90Q4Z09dmWk8W1jCj_f60kzx7W2gYyBJ5yPT2dW3C8Sr05yJ1BsN4gWSqsc3fPFW5dnkrc237Lc5W3pBDpm2SnnMQW398GGX3fGb1mW5YKKT95BFjZnW4Jy0hv786s_kW3Bl3WL5ghVZpW9d00yW4L2nCSMNWzZLBH2prW6SDjG45DdJhZN2cfWm3dZHTyW2t__Nq46F0BRW7VtgwB4WH_N3W8BQPBh1Fqry-W3Jj5Vp1mfsJ-W7mK0VN7-XVhd3c-Z1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgTJbW730yVx2X7wJKW9f1C2v7hVm7GW7cYGkw8s5zYXW1K6FVp1gSZ0fW6XZS_p7jX1SGW5HskSV7K_BtyW92L3s87z7fNZW9f5czV2hKq5kW2MHrr51t5fBPN6FQRxBfbsxHW2gyF9K144XLKW4nx30D8k0B3NW328Cd-2G9tnyV_nQPd4Gtpr9W5K392690NQd9N4MXB9trXgVdW3JZ86s5kC2gGW7KYwJx2Vw2Z4W7sswkp7Qgg5lW88sPtn5TzMrrW7k4tGM3RF-XfN8pMHXszC9gy386B1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgDX1W3RgqyV8T5-zRW5QNcRm9kwGThW4CMvBQ2zdnx5W1K9_fy8NKMLFW2hzblc2075HZW6CPFxM8fBNyvW1GrPKM8MGWjMW2x8N5c8NWG8rW21fk6g1zhN2jW398kbb2MVWVtW1nHQbx7PZS42W82sf667W9cK4Vlb-761TbxdtW7VlXdJ4lCctjVKlhfK444mVwVbg-FP42kKj-W116x0X8l4HJZW29KYSc2vR_cZW4bdnGZ3HjJM1W2CqmLM4ydpRCW4JQG5w2h5cMNW5lb7zH7DCnZ-3gs31


 

3 
 

500 operating earnings on a quarterly basis (Fig. 11). So the recent drop in the M-PMI 
below 50.0% suggests that earnings growth turned negative during Q4. 
  
On the other hand, the NM-PMI suggests that S&P 500 earnings growth might have 
remained slightly positive during Q4 (Fig. 12). 
  
Strategy III: LargeCaps vs SMidCaps. Often during past periods of tightening monetary 
policy, stocks with large market capitalizations tended to outperform those with small market 
caps. That’s because tougher credit conditions would cause recessions, which were 
tougher on small companies than large ones. 
  
On the other hand, speculative excesses drove the relative outperformance of the S&P 500 
LargeCaps relative to the SMidCaps (a.k.a. the S&P 400 MidCaps and the S&P 600 
SmallCaps) in the late 1990s and during the pandemic. When those bubbles popped, the 
former index underperformed the latter. In other words, there isn’t any simple rule of thumb 
to judge when to overweight/underweight LargeCaps relative to SMidCaps. 
  
This year sure has been a wild one in this regard. The sharp increase in interest rates 
increased the prospects of a recession, favoring the LargeCaps over SMidCaps. But the 
former stocks were overvalued and were hit hardest when rising interest rates weighed on 
their valuation multiples. In addition, tight monetary policy caused the dollar to soar, which 
has weighed more on the earnings of LargeCaps than SMidCaps. 
  
Let’s have a look at the latest developments: 
  
(1) S&P 500 equal-weighted vs market-cap-weighted. So far this year through Friday, the 
S&P 500 equal-weighted index is down 8.6% compared to a decline of 14.6% for the 
market-cap weighted index (Fig. 13). The ratio of the two is the highest since June 2019 
(Fig. 14). Early in bull markets, this ratio continues to advance, sometimes to new highs. 
  
(2) S&P 500/400/600. Also slightly outperforming so far this year are the S&P 400 MidCaps 
and the S&P 600 SmallCaps (Fig. 15 and Fig.16). They are down 9.4% and 11.2% ytd 
through Friday versus down 14.6% for the S&P 500 LargeCaps.  

 

Calendars 
  
US: Tues: Trade Balance -$79.1b; API Weekly Crude Oil Inventories. Wed: Nonfarm 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgYbcVYhRQy4rP17TW71_zcw45D9JnW7ll_Fs1hj60tW5Q5zWY2p4bqGW1SHDJk7yW1MHW36YMHY7Fv62fW5fKYCM85lYNGW345FDX2_-xW5W35230w21R1YjVX_5kz5cC4W9W3Bx_xb2BmV0yW4jNv492nQrM1W6T1Svp6yYKx8N111NkPL-07pW84pm0J5N7Ym6W75tKnK2xBVWcW1nPC-k1DJ8q3W8wQkRf4Yk0tCW4ZQK9t2RNpXTW6sJNzL52htvWW25sx4v6721vXW5KlJrc9dFR3v3qdZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgQX2W5w7H6w51QjMxN3BfP2Hbqr8jW45l0Wv8Mpb8PW3pDJkm65X40FW41zt-Q2JcF7DVCHz-B7bC_43W7d3FtY8VVJ0NW1tcHVq7cTdrLN73_t1QtL11fN4RJmzJJdLz5W2y4m-g4fpD08Vk8Dg07yLvB6VSkcHJ5sCwMWW8V0X7D6TC2mpW6cK_8988PRCvW32s1Bw1_srYFW5PfZpL91s4HRW3rZCjv6xXTyxW7SD5hd12VlF6W5bNxpH1qKC3dW4kp-Xv70_XQcW83nTcW2DyM7r39Nf1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgJxHW61mtYg46RqdkW2fCm1S8Mgsm1W72q-7z8-HvD2W4ZrmSp6s0nS-W1lP84l3KMmqHW2Qk4YF36JknLVWsp0063Wm46W94vWB5562y5GW93SBtJ4knl6VW6RLhbN2ZNzksW2dnVMJ4cSv0sW2gSfvG3V88W3W6Szmvp3f8SkgN2tgLcmLgfflW2TT6488J6VxXW6d2BNz718wryN6jYYkMq21RPW3rjjx155L8FSW2llMG98X85xBW4cRSPh940Bx7W5FH7D18s1wTjW5Z80kX34Tz5c335s1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7Cg-NFVFf02x43n4fnW8G9zFH7M1f2PW8xxV_545HjvNW1B8QG74WmlVHW61p7hm32YSspW3ZW9_p3L3yXNW2XMSNJ5PwTd2W5NVfwN8rTK0HW1D4RkK6DsQM3W1cpTq15KX9y6W8036C51t-w4GW8cmHDR1-c8zkW7Fy53z6ldg7gW5W7qqn2fwCWjW36CSzR4RqJRyW1x6T_g85RVVmVzFSvp7WxzC6W7_67Z82_6BdkW3BFxR687HfwtN92cds74cm5-W9lS4pZ2BXxqhN8jBJHZ9CkHN36kT1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgC6qVWfz6S84mPKfW3SS2fk53j_MWW3pQvGd8nmXrBW7020ln8G7ZphW52SMfM1y5dlsW1cfBLQ7YkndhW2P0CrQ81nbxCW8tLrl64hfcqyW63LgFZ1csL7gW4F0Gdz8LmpwcW6Zdjky2KFh1MW8ZNqhL7khtJYW6V5LL0912Z7kW8DpY9X23fkySW8f4VsD1bg-ygW4GqjNT2S8Yr9N4BdzpXr72mbW2LN40b9dZ4BCMHyY_6p5_D3W2tlBlg5hspDSW1LmqbQ10fwYjW5k2N4C3fVNTd35k71
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgXrQN84gxYBCrfQXW62zzLn7VxS-SW1PrWlx7WpYyzW37HstY7cnTX7W7LWtfj7K00_MW5pyqJV2JLcgxW6QqBf03NHdxFW4y6Gsb2RrkNWW2CNf1D5TSHvlW59wHWp3zRk37VyBDZk7VCsBWW3lk99F8sDb4VW5fX4hC2ysgqJW3NZVXN7rm83vW3vQyfT22ncRcW2v23gc3xcQtqN1C0rG8wc-2XW97lhtQ15CW8kW9gVHnL5jhfxRW3hkkfk2m3QyWN87wZcvxw1SGW7wDdPY1cWhg83lcg1
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Productivity & Unit Labor Costs 0.6%/3.1%; Consumer Credit $28.3b; MBA Mortgage 
Applications; Crude Oil Inventories & Gasoline Production. (Bloomberg estimates) 
  
Global: Tues: Germany Factory Orders -0.2; Canada Trade Balance $1.0b; China Trade 
Balance ¥79.1bAustralia GDP 0.1%q/q/6.3%y/y; RBA Rate Statement; Jochnick, 
Nakamura. Wed: Eurozone GDP 0.2%q/q/2.1%y/y; Eurozone Employment Change -
0.2%q/q/1.7%y/y; Germany Industrial Production -0.6%; Italy Retail Sales -0.6%; UK Halifax 
Home Price Index -0.2%; Japan GDP -0.3%q/q/-1.1%y/y; Japan Leading & Coincident 
Indicators; Canada BOC Rate Decision 4.25%; Lane; McCaul; Panetta. (Bloomberg 
estimates) 

 

Strategy Indicators 
  
S&P 500/400/600 Forward Earnings (link): LargeCap’s forward earnings rose for a third 
week following declines in seven of the prior eight weeks, but MidCap’s was down for an 
11th straight week and SmallCap’s for a ninth. For a 23rd straight week, none of these three 
indexes had forward earnings at a record high. LargeCap’s is 4.0% below its record high at 
the end of June and up slightly from a 36-week low in early November. MidCap’s is at a 37-
week low and 6.2% below its record high in early June; and SmallCap’s is at a 38-week low 
and 7.4% below its record high in mid-June. Forward earnings momentum continues to 
fade. The yearly rate of change in LargeCap’s forward earnings was down to a 21-month 
low of 4.1% y/y from 4.0% a week earlier; that’s down from a record-high 42.2% at the end 
of July 2021 and up from -19.3% in May 2020, which was the lowest since October 2009. 
The yearly rate of change in MidCap’s forward earnings fell to a 21-month low of 8.9% y/y 
from 9.3%. That’s down from a record high of 78.8% at the end of May and compares to a 
record low of -32.7% in May 2020. SmallCap’s was down to a 23-month low of 2.1% y/y 
from 2.3%. That’s down from a record high of 124.2% in June 2021. It had been at a record 
low of -41.5% in June 2020. Analysts’ consensus earnings forecasts for 2022 to 2023 have 
been heading lower since June for both years. Here are the latest consensus earnings 
growth rates for 2022 and 2023: LargeCap (5.9%, 4.9%), MidCap (14.5, -3.1), and 
SmallCap (9.8, 1.8). 
  
S&P 500/400/600 Valuation (link): Valuations ended higher last week for all three of these 
indexes. LargeCap’s forward P/E rose 0.2pt to a 15-week high of 17.7, and is now up 2.6pts 
from its 30-month low of 15.1 at the end of September. That compares to a four-month high 
of 18.1 in early August and an 11-year low of 11.1 during March 2020. MidCap’s forward 
P/E rose 0.1pt w/w to an eight-month high of 13.7, up 2.6pts from a 30-month low of 11.1 at 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgPjPN3XWz-n1zMVrW4HjVjt5kXvX6W8n_1dF7NyrGxW2GzN7y22X4-sW4jr9K_5QFV62W2_Qx1p54GsflW3mYFJq42mrdPW6zNjF-51t3fYW2_fckJ4zTJMsW4Xychh7sXprTN5wKHHdF52wFW5fdK_D4S_w0BN2QM_ttqNZ5FN2P_QJ1yxrHxW3D3KCs1JHYq4W2bnsCZ40stbrW8-zw831kLsmsN27KlLg2gcLVW4WfSsy94wKDMW2FXTqQ3TVq6fW81262Q63-YH-W5zvx5j24GNg339401
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgCTWW4g1Rs22dRpDSW6ssjmm2XxGMlVZCBXH1cJRTZN1Cp1Q8n9yYmW94v_WK6l-lzbW2wDMck61QXB0W5Wk7nN5mVy4NW5nYRTs6t_2m6W8q88TS3HhKpXW4rwMKm3NcrWMW74G8_12Wyxy8W9b7LYr7Qj9pFW8-Lj3g1Lc97QV2VPHj7kQF8DW4YbBz_4NQvs5F9lx8vPG8NvVgrjTl61MX72VFsKS_8px_-ZW16yGVF298r9DW8PxFLp54LNpTW5dW8Bk2bjTtNVSw1Ls7X4znm37RB1
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the end of September. That compares to a record high of 22.9 in June 2020 and an 11-year 
low of 10.7 in March 2020. SmallCap’s forward P/E also rose 0.1pt w/w, to an eight-month 
high of 13.1. That’s up from a 14-year low of 10.6 at the end of September and compares to 
a record low of 10.2 in November 2009 during the Great Financial Crisis. That also 
compares to its record high of 26.7 in early June 2020 when forward earnings was 
depressed. LargeCap’s forward P/E in February 2020—before Covid-19 decimated forward 
earnings—was 18.9, the highest level since June 2002. Of course, that high was still well 
below the tech-bubble record high of 25.7 in July 1999. Last week’s level compares to the 
post-Lehman-meltdown P/E of 9.3 in October 2008. MidCap’s P/E was below LargeCap’s 
P/E yet again last week, as it has been for most of the time since August 2018. In contrast, 
it was last solidly above LargeCap’s from April 2009 to August 2017; MidCap’s current 22% 
discount to LargeCap is near its biggest since September 2000. SmallCap’s P/E was below 
LargeCap’s for a 120th straight week. That’s the longest stretch at a discount since 1999-
2002; SmallCap’s current 26% reading is near its biggest discount since February 2001. 
SmallCap’s P/E has been mostly above LargeCap’s since 2003. Looking at SmallCap’s P/E 
relative to MidCap’s, it was at a discount for a 77th straight week; the current 4% discount is 
an improvement from its 9% discount in December 2021 but remains near its lows during 
2000-01. 
  
S&P 500 Sectors Quarterly Earnings Outlook (link): Since the Q3-2020 earnings season, 
analysts as a whole have been raising their consensus forecasts for future quarters instead 
of lowering them as is the norm through the earnings warnings seasons. That six-quarter 
streak of positive revisions throughout the quarter officially ended with Q1-2022, and the 
declines began to accelerate considerably beginning with Q3-2022. In the latest week, the 
Q3-2022 S&P 500 earnings-per-share blended actual rose 4 cents w/w to $56.03, and is 
now 5.8% below its $59.49 forecast at the start of the quarter. The S&P 500’s blended Q3 
earnings growth has weakened q/q to 4.0% y/y from 9.9% in Q2 on a frozen actual basis, 
and to 4.4% from 8.4% on a pro forma basis. Just four sectors have recorded double- and 
triple-digit percentage growth in Q3-2022, two have a single-digit gain, and five have y/y 
declines. That’s little changed from Q2-2022’s count, but analysts expect further 
deterioration in Q4. Looking ahead to Q4, a 0.6% y/y decline is expected for the S&P 500, 
with just four sectors expected to record positive y/y earnings growth and seven expected to 
decline. Here are the S&P 500 sectors’ latest expected earnings growth rates for Q4-2022 
versus their blended Q3-2022 growth rates: Energy (72.6% in Q4-2022 versus 140.8% in 
Q3-2022), Industrials (42.3, 19.7), Real Estate (6.8, 14.8), Utilities (4.5, -7.1), S&P 500 (-
0.6, 4.4), Consumer Staples (-3.5, 1.3), Financials (-3.7, -16.4), Health Care (-6.4, 1.5), 
Information Technology (-8.3, -0.2), Consumer Discretionary (-14.3, 13.2), Communication 
Services (-20.8, -26.1), and Materials (-21.6, -8.8). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6Xr3q905V1-WJV7CgHjqW7Mbjcb4sQMyGW26TNSX4xSyMvW52C0l83XKNSmW2Jb6D62DxdspW6rnQcC6YKS_MVhS2hD4HrpTFW8bxSc22pwZP0W2wwgL65Wrn_4W5g5lmH86GVg8W20F2wx5_Qmf2W5kbFfy5V63DkW1fSmqH4FB6YqVQgvpx1Y22Y8W1dGH6d8NW7BpVL0jPW8G2fzvW6Z0jSp4VTwr2N6-XJvY46DWNW3qMmfQ1Qdcf-W9b6Ckw7q_YGsN4gtlQ0L9PVyW85GFLX189ZgCW66vWLs8kwWWqW2kYgFN4pmgbjN2GV5DJ84SgX34PY1
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US Economic Indicators 
  
US Non-Manufacturing PMIs (link): ISM’s NM-PMI picked up a bit in November after 
slowing to its weakest reading since May 2020 in October. The NM-PMI climbed to 56.5 last 
month, after declining 8 of the prior 11 months, from a record-high 68.4 last November to 
54.4 this October. Of the four components, the business activity (64.7) measure bounced 
back above 60.0, to its highest reading since last December, after slumping from 60.9 in 
August to 55.7 in October. Meanwhile, the supplier deliveries index sank to a 33-month low 
of 53.8 since peaking at 75.7 last October and November. The employment measure (51.5 
from 49.1) moved back into expansionary territory in November, though has bounced 
around the 50.0 breakeven point most of this year. On the inflation front, the price index 
dipped to 70.0 in November after rising in October for the first time in six months, from a 20-
month low of 68.7 in September to 70.7; it was at a record-high 84.6 in April.  
  
Manufacturing Orders & Shipments (link): Factory orders climbed in October for the 12th 
time in 13 months, by 1.0% m/m and 13.2% over the period to its highest level since July 
2014. Factory shipments rose 19 of the past 20 months, by 0.7% and 20.3% over the period 
to its highest level on record. Meanwhile, core capital goods orders and shipments 
continued to set new record highs, as companies have been attempting to boost 
productivity to compete with high inflation and a tight labor market. Nondefense capital 
goods shipments excluding aircraft (used in calculating GDP) has climbed every month but 
two since its April 2020 bottom, jumping 1.5% in October and 36.8% over the period. 
Meanwhile, core capital goods orders (a proxy for future business investment) has 
advanced during all but five months since April 2020, up 0.6% and 35.5% over the 
comparable periods. Machinery billings hit yet another new record high in October, with the 
industrial equipment component near record highs and construction equipment on an 
upswing. Meanwhile, orders for electrical equipment, appliances & components is stalled 
just below August’s record high, with billings for household appliances at a new record high. 
Orders for motor vehicles & parts are on a steep uptrend, climbing to within 0.6% of 
September 2018’s record high.  

 

Global Economic Indicators 
  
Global Composite PMIs (link): Global demand contracted in November for the fourth 
successive month, posting its sharpest decline since June 2020, with both the 

      
 

      
 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgCLJW4cK3053D6sBkW7Bw02M2Bl0B9W4q9W_s2d8JZLW693zqs2M2zvtW1g6s7X4R6fDPW385Jg61Ck7B8N87J-0BZTBKrW3nyZcG5f9tphW60DCws8ZTbC9W59ysxj5Fx77JN44LnC9l_t1dW72BZ7F2xw7FNW862hNV2CK3ZVW8kpMb71_9B7WVfZkqP5Jn6hWW4v7YvQ7svdz3W4s1ldC61NjK9W3XCYJn4s7SctW2JBxW79kfqXNW6Fj4N06WwB_dW5lz2bz8fQYXtW4XqdG671nMv23qmj1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgN6kVDwHL37wSC1sW97mPdF5_j3HwW8w0P6G3wt5NFW8xR12l48Ktk7W2mfwS93LpKWqVkhfDL76Wh1dW4SnH7h5pFJMgW7X10L23lf-lBW8VfQnq1KdTrqW2qFSPx3ccgtgN3XgtCmS4LLGW3ndzc16Kg8yGW32vXs75tNVDbW7k2XGM72X9FyW8C7mcT7Ys-WBW5hxN2s4QycfZW1PbqBM4K7MtPW7y8L0y5xxqB1N7J7q_k6nf9MN1dGVS7n7FbCW6YQYSJ8BKZ5HW607hcF96k2Hb399J1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgXfDW1nKfjd7WBn4QW32c2nq7QTDB_W4Wl8_m8_f2GwW1z3xmX3km-ThW6Gs0514kxN03W8-3w_f7ztJrhW10tYNJ6dQQp8W1hGjP37KG9s3W7nKHMD6FSXsJW8m1XNv16FnPdW84RtYh85lwz_VqMN9X6Zlc2zW6WsjqD6-6KWyW2M__lr5FlvmnW8XkJ2P8wxGwCW37Shp11MBY-pW42tcRJ4wBZwKW4gmPnw8cJg5BW7vjsjz9hXcmpW3XKHLd6rV_bXW7r7k_n1bjMzcW15ZRTK5ydY7032Rf1
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manufacturing and service sectors contracting at their fastest rates since mid-2020. The C-
PMI moved lower for the fourth time in five months, from 53.5 in June to 48.0 in November, 
with the NM-PMI sinking for the second month, to 48.1, after rising from 49.3 in August to 
50.0 in September, and the M-PMI remaining in a tailspin, falling nine of the first 11 months 
of this year from 54.3 at the end of last year to 48.8 last month. Geographically, the report 
noted that there was a broad slump in the developed economies, while performance in the 
emerging markets was mixed. Within the developed economies, the C-PMI for the US 
(46.4) showed a steeper drop last month, while activity in the Eurozone (47.8) contracted for 
the fifth successive month, with C-PMIs for Spain (49.6), Italy (48.9), Ireland (48.8), France 
(48.7) and Germany (46.3) all below 50.0. The UK’s C-PMI (48.2) held at its weakest 
reading since January 2021, while Japan’s (48.8) fell back into contractionary territory after 
a brief trip to expansionary territory in September and October. In the emerging economies, 
C-PMIs showed downturns were recorded in China (47.0) and Brazil (49.8), while India 
(56.7) showed an expansion and Russia (50.0) stabilized. Turning to prices, the report 
noted: “[O]ne positive influence of weak demand was the softening impact it had on prices 
and supply chain pressures.” Rates for both input and output prices eased to 21-month 
lows, while the manufacturing sector saw the most favorable vendor lead times since 
January 2020.  
  
Eurozone Retail Sales (link): Eurozone retail sales, which excludes motor vehicles & 
motorcycles, sank 1.8% in October after rising 0.8% in September—which was its first 
increase since March. Through the first 10 months of this year, sales have increased four 
times, decreased four times, and showed no change twice—for a ytd decline of 1.3%. Sales 
are down 4.0% since reaching its record high last June. Spending on food, drinks & tobacco 
continued its up-and-down pattern, sinking 1.5% in October after rising 0.6% in September 
and falling 0.7% in August, while sales of non-food products excluding fuel dropped 2.1%, 
more than reversing the 1.5% gain recorded during the two months through September. 
Sales of automotive fuels climbed for the third time in four months, by 0.3% m/m and 2.6% 
over the period. Versus a year ago, total sales were down 2.7%, driven by declines in food, 
drinks & tobacco and nonfood products (excluding fuel) of 3.9% and 2.6%, respectively, 
while sales of automotive fuel rose 2.5%. October data are available for three of the four of 
the Eurozone’s largest economies, showing notable declines in Germany (-2.8%) and 
France (-2.7), following gains of 1.2% and 1.4%, respectively, while Spain eked out a 0.4% 
gain for the second straight month. Compared to a year ago, sales in Germany (-4.9% y/y) 
continued to contract, while sales in Spain (1.2) continued to expand; sales in France (-0.2) 
were flat with a year ago.  

 
____________________________________________________________________________ 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVJpF61SzN_gW89jch012VDCcW3rtmkr4Tc79QN6tf6X73q8_QV1-WJV7CgHj2W48dqqL4qccQQN6s3CbVxfyLvW7bmGC03zfhcJW1n7KWR5_KRtFW7JXzVg6NB2LrW5N4dKm9lp2CgW310DZM1npjDFW4js5HF9kN_BJW4q9dGJ84F0DbW8c2spX6gl60nW4Bsgb42VYZLmW1dQxkk2T5VMlW5gV_FD8NF_prW177HL_1v-30JW7zZTNZ5ljLN-W3_07SC28JrW9W3WL8Jj3Fbw33VxXPWs7Npqy-W9b7vnq1Q0g7TW99CwV15cxTdZW8wTKzr8DJz_lW3Y6KFr1c45nb3d_c1
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