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Disinflation? 
 
 
 
 
 
 
 
 
 
Inflation: Peaked & Moderating. What a bummer! We obviously aren’t referring to 
yesterday’s better-than-expected November CPI report. Rather, our data vendor 
experienced a hack attack, so we couldn’t sit back and enjoy flipping through our CPI chart 
books. We were hoping that Santa would deliver a happy holiday surprise, and he didn’t let 
us down. So the Santa Claus rally is likely to continue through yearend. That’s if Fed Chair 
Jerome Powell concedes that progress is being made on the inflation front at his press 
conference today. He needs to lighten up on his grinchiness. 
  
The CPI rose 7.1% y/y in November, a slowdown from 7.7% the month before. Overall 
inflation has been decelerating on a y/y basis since hitting a peak around 9% in June. After 
stripping out food and fuel prices, which are volatile, the index climbed by 6%. The 
slowdown in inflation was driven by food, energy and used vehicles. Food price inflation 
slowed, but grocery bills remain historically high. Rents continued to rise rapidly in 
November. 
  
The easing of inflation pressures boosted the purchasing power of workers’ pay. Real 
average hourly earnings rose 0.5% for the month, though they were still down 1.9% from a 
year ago. 
  
US Economy: Small Business Survey Still Troubling. The Fed can take some comfort 
from yesterday’s CPI report. The same cannot be said for yesterday’s November’s National 
Federation of Independent Business (NFIB) survey of small business owners. They are 
reporting that their businesses are challenging and that they still face labor shortages, 
forcing them to raise their wages and prices. Consider the following: 
  
(1) Business. There has been a modest rebound in the outlook for general business 
conditions reported by their “percent better minus worse over the next six months” 
rebounded from a record low of -61 during June of this year to -43 in November (Fig. 1). 
That’s still below all of the troughs in this series since the start of the data in 1974! 
  
(2) Labor. The percent of small business owners with job openings fell to 44% during 
November (Fig. 2). That’s down from a record high of 51% during May of this year and 
September of last year. But it is still very high. This series closely tracks the job openings 

 

Check out the accompanying chart collection. 

 
Executive Summary: Inflation peaked in June and continued to moderate in November. The Santa 
Claus rally should continue unless the Fed’s Grinches get in the way. …. Small business owners still 
facing labor shortages and raising wages and prices. …. S&P 500 forward revenues, earnings, and 

margins losing their mojo. And: What if home prices don’t fall much?  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgPljW3bCshp3cc0LvW2g2WBV2zkqmhW7FPffD3Y7_YWW16r2Mv6wsPP5W8hns984m51yzW7rZ45j3nrzCRW98Rwzp4BpfrwW7PjJ7t60Q7TjW3Vr3054PBCd1N5yNxkvM6bzTW4NbHmv3r09T5N6kQ1wfGTL_RW3zWqPj6b1k6BW4whZVH6W8gKbW8hC2GL7JJN5BW8gVvmJ2W9dTjW7YjQRP1s-DstW2TB2MY5RG3sNW5vbXYp1BwdnCW3RDY6r2X-Q1w39-x1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgJPmW5wjlqY36d00QVzNwMS5DS0VQW75Kkgr8Fn44HW2HmfKm3Qb6xpW8r3yrR99J8HrW8q8lq84_lkk-W8f0x_j2CrvgxW8sg5Bv35TYPxW4DHJGL5rvWNJW99Ltpq5hZJXXW354zN78jlY-gW4J_xzV5KZFS9W88NNZq2_-FSFW46MMZN2HH7kbW37DKFH7zZXJFW8Sx9CR141HBpW8RK8fC8CdFzfV5_QzN7Smyq_W5QpVLL8VnZpFW1YrRtj28Nq0S3c1h1
https://www.yardeni.com/pub/cc_20221214.pdf
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series included in the JOLTS report. Fed officials have indicated that they would like to see 
fewer job openings to take the pressure off wages. Both series are heading in the right 
direction, but not fast enough. Indeed, a near record 28% of small business owners are 
planning to raise worker compensation (Fig. 3). 
  
(3) Prices. There has been some declines this year in the percent of small business owners 
raising their average selling prices and the percent planning to raise average selling prices. 
However, both remain elevated with the former at 51% and the latter at 34% (Fig. 4). 
  
Strategy: Steady Earnings, For Now. During the Q3 earnings season, industry analysts 
scrambled to lower their S&P 500 operating earnings per share estimates for Q4 and all 
four quarters of 2023 (Fig. 5 and Fig. 6). They’ve stopped doing so over the past five weeks 
through the December 8 week as all five quarterly estimates have stabilized. 
  
The same can be said for S&P 500 annual and forward earnings. For the past five weeks, 
the 2023 and 2024 estimates have been around $231 and $254, while the forward earnings 
has held steady around $230 (Fig. 7). 
  
The dip in forward earnings is consistent with our soft-landing economic outlook (Fig. 8). 
That’s assuming it remains a dip rather than the start of a recession-induced drop. That’s 
our assumption, of course. 
  
S&P 500 forward revenues peaked during the October 13 week (Fig. 9). The 2.1% dip in 
forward earnings since then through the December 1 week was almost all attributable to a 
drop in the forward profit margin from 12.9% to 12.7%. 
  
Now let’s drill down to the 11 sectors of the S&P 500: 
  
(1) Forward revenues. Standing out are the S&P 500 forward revenues of the S&P 500 
Consumer Staples, Financials, Health Care, and Utilities sectors (Fig. 10). All four rose to 
record highs during the December 1 week. It’s hard to imagine a bad recession ahead when 
Financials are doing so well! The forward earnings of the other sectors have been mostly 
moving sideways at record highs in recent weeks including Communication Services, 
Consumer Discretionary, Energy, Industrials, Information Technology (a wee bit toppy), 
Materials, and Real Estate. 
  
(2) Forward earnings. Among the S&P 500 sectors, the forward earnings of the following 
have been moving sideways at record highs since the summer: Consumer Staples, Energy, 
and Industrials (Fig. 11). Drifting lower since their summer record highs are the following: 
Communication Services, Consumer Discretionary, Health Care, Information Technology, 
Materials, and Real Estate. Financials and Utilities are the only sectors with forward 
earnings at a record high currently. 
  
(3) Forward profit margin. Here are the 2020 lows in the forward profit margins of the 
sectors and their latest values as of the December 1 week (Fig 12): S&P 500 (10.3%, 
12.7%), Communication Services (13.2, 14.2), Consumer Discretionary (4.7, 7.4), 
Consumer Staples (7.2, 7.1), Energy (0.2, 12.7), Financials (13.0, 18.1), Health Care (10.0, 
10.1), Industrials (7.3, 10.1), Information Technology (21.6, 24.2), Materials (8.8, 11.5), Real 
Estate (12.4, 17.4), and Utilities (13.2, 13.7). 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgLjQW8y0m6g1NwRdCW50_Yf92_B33xW4v3n693Jb2NdW3tQMdq63gvgxW55G9ms8QX58gN5QyjQJvkdMQW21vMR11Vb6YhW2xfpcm7-RKSxW3hf8lJ7j5093W26s2F85r3fWSW4KqL-z2P79KRN3Q2_RfXJ07tW51kj8v4yGhTTVXYxFr1rrtCKW1DVhC_92lSKcW4G5Glm8GTH5XW53l1rK3m9hPRW95f7sb7Z2qzwW5m5VL57rww5yW8lswpx6SnZQr3dsy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgRDXN6CH5xmdmSZrW8fYpHB5bxdBNN9b97pT3Z8CjV6zNtT6c2bjfVJRKCl2TCb7MW1SzrDn6-bHdyW2_VxT11yT31RVDZnDB67nGm9W5yRVWR5Fr6D8W2hc5q36czr5wW362Z5S6xRntcN4XzffXM1l96W4XPg-56C_pxrW9jCl6g3vNtQtW5jhtSg4TKlPPW3_9W356cFGB7N2Ln3xPGrJCzVFhSvl53WPDxW5YkfDP6R3-44M84tX3jkzB43j6j1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgJwYW9gQ0Fs2jkLCZW4vbt7K3h2-pXW5btFLd8pLSwDW71TpkS96LZHYW1WyGsp3d9bzsW5z_Ms9405n8JW1ctjXb1LVQCbW4zkpcR8bkgbbN4h8XZ-W8g4vW1FTgZC7SgFL-W4fBNlr5QLHr_W4HVppt6_-C9rVjF8FK6C5SXGW5gGyk68VkD-jW1Q7jPd4YvkvgW7JFJs64-bP97W37XGyc5myL5sW4TMG9_6L8cS8W5lf2zk75bPGDW63xXgv398tCm39wM1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgVjTW3gxW7S2SM3yKN3DpxX5LhLNBVhrVqC2WHk5HW8MswW22fSvsWW6YwK5v60CX9gW4Vsjtg8f41p7W68Qz2r2f73m2W4J1HHy62y15nW4Tj-y64QYfGjW2Q8ldc2w41_3W1pjWZ91-XPpRN1MrHSr8BM_1N3F3_dRrd9rFN1pb4ygN-w6VW3xwrJd2wYBBtW4hzjc-8SKl6gW34DYV44D1WP8N60kHsKWTzpKVlK0yZ3LCyLdW4Qgc1c8wjFny3q321
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgQn3W5NRkgj97P5xWW1M028f5ZdR-6W8_1gyl64hCMYW2nVZYn1m6nVTW2Vpgpj6yVRcvW241dw99lTC9BV-Fskj1_7CC3W1yJMZx5_MSYzW4G-w2K5Q0XpyW6kMfyK76Dg84W8K0fZs1WxbfyW8qbTYM2r4GkYW8CLlxL5-N2XSW2fL7nZ3yv5LDW1yBGhf2Lt94SW7ftBNl7ctXgNW5BjVTH2qv3tgW8_sR7x4qgjM1W8JWN9S3hsShjW1bpfBf1FWn9g38hg1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgZylN6m40wbVjRVJW1X6_hq3mjJHmW5r-DcR9dHdDMN18WMd2znCyMW48f8654-FvS7N1PtwMnjd5MsW1pglLv85Mt-rW8MYJWh1l-Tt6W2Byy9p1Y5QJLN4fh8XXKd3RfW7g__942KdnKyW7HVfBg5ZmxYkW1z91y-7VS0ZtW9bpRs453VykpW1G7xnv2V7MJrW4pfMfW56Q_zTW19LDMW6r3XWBW5bQV6m3fbJ0bW3k3jy01frgbgW3kr0k72mdyDM3kL21
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgNqdVMMCGw2DbKszW7BWj_l4sgRmhW8zBq8436-m6VW688dDZ7yWJXsN4lzR6C1b0kxW6Y3KN82-lhHsN5Dj34fKw6SfW3fVYDm5WSsKbW5Ntmnt6SYKwTW8YCRMX1HcQgKN236jN-rhLkRV3pfF74YMfxKW2KW80y5CCCzTVs5WZt4lVj1dN25ffTHXhJ4_W5pH2018X-dXBW1mYZks1gRSt0W5jQCBz1jg_5fW48NnzP91kw3GW1nSW2g4_xfGJ3drH1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7Cg-ZDW3h06sq4z4ws9VgLNxr4JJg5dW3DMSLB5XWRRqW2jgccG5c-svtW4n2B9w7l9_hjW53zP9k1HGy7xW1-x18j3B2dvWW21SRg84s0mLfW2y8sw62MgnXGN1yMxmBT9qybW47k5yd8T9_ZCW7R72Qz5mK5kWVVf-qv1VtT2qW7jdfMJ84z8wKN47hP8WM0s1xW8GY3D93l8mSgMRkLWC5-4mdW2zt-WG3RFRPtW6B0gMJ5Hz2rqW2nkhrJ4TwzXL3lF11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgVkHN7R9F8HM2v3vW4s8LYG8Qp_94W97lJLl5d629cW99Cndw5gLb9-W7PyxTg4-FH4BW1wrQgg2h8C_4W1M78wD18FQKKW8HdVx_4m59dZN3NvftphThPlW8cXDsc5dk8-1W6WT-wN7sWfFlW1kVCxj8y1zwHW31JKh73CVQWSW5B-r188gLsl2W2jXMVv7gftSQW5QMRxS8Jc5YjW5Ckxph2Wm8T1W7K4xlm4jrG7GW7JjWvZ6x7sWKW8hMfZn5Tr1Nh3b_l1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgG5wW8Lt8JZ94WrcPW1qHyh05xvFfPN10XVw85m4r1W6jKPKZ8BTXcWW1Q-BsV9l8077V-Rrsz7SNz1sVhmRkB2lchsVN13dzH4SGM1wW3C9JWS26j5r9W1gs3N72kV-XgW1066_x4STHL3VjhZmj6nrFvcW4v2JMs4r5gdZW3qJXPS1m2HqTW2ZtYvH7RL4yYW6Kj_GT17RsjgW19XRvj4KRrkJW2mM7Hm9kJN8WW8jXR-d95Bz4lW8wp7Wx736wK631bj1
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US Housing: Waiting for Affordability to Rebound. Lots of would-be-buyers have been 
priced out of the housing market. Buyers likely are walking away from the home buying 
process at least over the holidays and until they can get better fixed mortgage rates, or 
even lower prices. Home prices are falling but have remained elevated while mortgage 
interest rates have skyrocketed. Existing home sales and the Pending Home Sales Index 
both fell during October nearly to pandemic time lows (Fig. 13). These series dropped for 
the ninth consecutive month for the former and the 11th time in 12 months for the latter. 
  
Affordability is a major challenge; the media has highlighted in recent weeks. For example, 
two recent articles in the WSJ were titled: “How Did the Housing Market Get So 
Unaffordable for So Many?” (see link dated December 12) and “Homelessness Worsens in 
Older Populations as Housing Costs Take Toll” (see link dated December 11). A recent 
CNBC video dated December 12 was titled: “Housing market ‘extremely unaffordable’ right 
now despite rates falling.” Because what goes up must inevitably come down, does that 
mean that we are in for a housing bubble burst? 
  
Melissa and I don’t think so. Housing supply dynamics are supporting prices. Freddie Mac 
estimated that the US had a housing supply deficit of 3.8 million units, as of Q4-2020. And 
that gap preceded the pandemic, which only worsened it. Inventory is expected to remain 
tight because many homeowners are unwilling to trade up or trade down after locking in 
historically low mortgage rates in recent years. Because of low supply, housing prices are 
still expected to be up 9.6% for 2022 despite lower sales, followed by 0% in 2023 and 5.0% 
in 2024 (when sales are expected to pick up again), according to the National Association of 
Realtors’ (NAR) latest forecast released yesterday afternoon. 
  
It’s notable, however, that these predictions may hold mostly for existing home prices, which 
compose the majority of the housing market. The supply of new homes is not as strained as 
for existing homes, but the lack of affordable inventory for new homes is a challenge for 
builders. They’ve been offering incentives like mortgage rate buy downs to sustain sales, 
but soon, they may be forced to lower prices. On the Toll Brothers December 9 earnings 
call, the CEO said: “We recognize that if market conditions do not improve, we will need to 
be more aggressive with price reductions to rebuild our backlog and turn our inventory.” 
  
Melissa and I also agree with many housing market analysts that this time is not like 2007. 
Last time, mortgage rates were on the way down when home prices dropped. The 2007-09 
housing crisis instead was driven by poor lending standards, which led to lots of 
foreclosures. Now lending standards are much higher, and homeowners have a healthy 
amount of equity in their homes. Mortgage debt is lower now than it was then relative to 
home values and as a ratio of disposable personal income (Fig. 14) 
  
The next big housing tipping point will come when the Baby Boomers finally downsize into 
more manageable spaces, or assisted living facilities. For now, the Boomers largely are 
aging in place. Whenever they do start to move in a big way, demand still will be supported 
by the next generations of homeowners, Millennials and Gen Zers, but likely, affordable 
housing will be most in demand. 
  
Consider the following: 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgKq2W48yjT86L_W3nW3yXkrK7VfDh8Mml8TDCltDnW2GrCvL8yDC73W1RQWpq7tGc1ZW1Rgzb224kfXwW88PnYM3vhB6kW445r8389v0F7W1jtZDq48JRVtVR9LdM7Vx2wwW98zN_M4brdHQW5-5vWd6ZSNFpW3_16r-6Bjq04W4kd4Wv3tlQx-W6fKZ4Q80Yn_JW8yvZVk7QRNQ0W3gX2zr963qTCVn56r322WNmsW6wHsQn8z6HmxW7TDhSL3gFQ1w3kb51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2_3lSc3V1-WJV7CgR1vW1gynTk249mYGW2syCtC4D1VSWW74ln4L5M0SG_W6lgtsh35SpFVN4bjB84yHBknV-Ws8q36kncMW5GNWq51pctzPW3GwrNk3SCmz0W6lzttR62f46FW5m7H9b6fzwzsW39Npgr7L3gx7W8pz9Ng6QWZMxW7_Hk7S4gH3FmN166F-Hxv9jQVtJQ7f8bZK9NW6dMvZC8dTV19W2TJLBf7zDxrTW8-y0VX6_3-hGW2b39vs63429kW79BwCg6sSBtrW6TFxd47bPyS5W31Jwdv3vf1_GV2ZZmJ49vkPNW2D4wFz8lzk3H31-H1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N3B3lScGV1-WJV7CgD6WW6XK-V84BYSsBW51_LV-8QDtS0W5PDtcd642JLQW4SpbbH28YNPRN1626HJvlFhCW56XJSz5-3vqCW1GRz4N3D-l9nW7lG_7M1QHtW4N2L2QJtp2MMXW7Wt3953lrN1pN8KTjZfVkFD2W6LCw0N4LfZYtW4gH_xs3NChkkW4jXP__4KHCWkW4PLVzh5df0spW8R7N3B1TvNN8W5k8vKT73vZsRW8Sl3sD7RK5L9W3834Ph39CF9KW4R1xhK99ZllzW6MHTBw28qXdRW10l0Cp4sBVw5W1ZckL028-W1qW459l4P5PM6F1W3sVK7Z3GjZxGW1Rp-Md2j2QgkVgH6ZD8kg0QwMv2_QsJJbgb3l_51
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N1Q5knJ3V3Zsc37CgzLhW5Cl0c499J0srW67Zsgq74mfylW2xdrk13vXphSV4yc5F4LYTwrW3FTnJb8PnDnWW2GyqSN4SbJnlW3W66hC5VK1jWW3tFy_x5TD7DLVhX-jf7gYGTcVzpXtf44qpDsN15k_mtx8-2lW47HfjK3zkrSpW1sRnXG63KqHnW6XG9l-664QSQW6W4FPg2HQXsbN19MNcH-WjzDW2YKcQh5d43j4W6Qdr-j6wgD-yW9hJ8cc7JCwY1W7xJSl3424-nSW980WVY7R0yxCW5trwwp7HFQc7N4fW0dNbWLgpW4lbnjq7Y3QByN4CK0szP04JdW4LVJcZ5hpY2xW7gnKZq7fbpgjW7F4wNm4nk7b9VfD94t7J0yW9W7PCQqP8z8YhVW15hMWm2wdMr_W3LwWDg1Rk5Hd36dG1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N3h3lScmV1-WJV7CgQwGN7sgnkrNP7s3W4h00Pf5LSfZRVDrl4-80t4ZjW209FH_7Q9Vv2W8WhXGC87pLRyW86rhd468wbz-W7RTl5j8B_-k1W1hlvqP3rtWMtVNGPrk5TGVFyW2gyk2q19THPRW8hpHpM7br6bdW57zNVd63zDSJW2B2G_T24T9vLW63cNJL7D65_nW7YN-4W2zmh-LW131VZy1hSMBmVJ60-g5T-dyJW2RLH_M1Vhdc2W33t4572Qt4fsW5NpgC51yzhbLW8XtmCN7hj4GSW8Z-jM4752tmVW1JZR_q1PRM6kW62G0_C8K87qyW5nZ4tW2_ZS8vW1NzD1R6mhZjv3dzd1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2J3lSbNV1-WJV7CgDnTW7h05jt8vdrRyW8hX_b25Skc-VW5qXQcC6fJjw5W1cN4Ct8Q46-1W6q0syx992GFnW65CRn536LZm2VCh5MT2Dlc3KW1fBkLY4ZV7FDW7y9jwX6K2pgXW25jPlZ4tdTdSN1KH23dBWFYlW8Gt1yd462wxlW3Tf7N51H2WcYN67mxzd7rL36W63Tx7J6qnX9bW8qng-f3s8tn-W7c2Vcf2zDD8YW7s-p0y4DywylW2BFJ9C4jVfKJDYWn_LDvbNW4gNrpW8hg8bqW17vSkZ3RTDt537ln1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2_3lSc3V1-WJV7CgTwLW15jBpv5D9QbTW10j1Kp97H3N2W4Vt1FY3PSyskN5MHXB3KN7FYW5PX9-K26JQlKW6glz_37vBGHRW3tXh4v2npWY2W4q77nw6LHl4JW78fycv6hcXjlW1GLnFl3-jrJcW4x3j4C2Rrv5gW19Ym2h2C4jNmW5_6ZsS1h5nf-N9h327FxxrGZW7cvHHD3qCQhmW15MXbc3nFW2lVcp7zp41P4_2W8_PQ-27x6bQtW2BWRzv1DS-3DV2Tb9N6x733qW47bh_C4BTWhtW4gvpJz8ZV9ZGW1PV-Bs4yFJCgW1YZ_d_2HFTNy3cLt1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgZnPW13cN1C9k7-q1W3fnVJl4tkj1ZW77vbxr298RQ6W4m8QqP99Qnl7W8MVnft3CVGcjW7zSnpL7ZH065W6ybPt-13VqP7W73v32F6qYqX6W4dgr5g8M-kv5W3t0Xs-1Zg_9lW8zsF--7jw5j4W2PT1D71X9-5dW5nWdZz426tPwW6dtM287Nx1LzW74G2Rw2wy5nMW6W0s4868sMqJW61c19c1DmC9XW531Dn-8ZxrVLW1HcX_C7lKPHKW3rCzhz5BptMj3bVB1
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(1) Single-family home prices fall, but don’t drop. Median existing single-family home price 
inflation had reached new heights at a rate near 20.0% during August 2021 on the basis of 
the yearly percent change in 12-month moving average. In October, the series fell to 12.5% 
(Fig. 15). But that’s still near the previous peak during 2006 before home prices took a dive. 
For new homes, the equivalent series fell to 16.1% during October also having recently 
peaked near 20.0% during April of this year. But it too, remained high relative to prior peaks. 
  
(2) Mortgage rates take a breather, possibly from a peak. Meanwhile, the 30-year fixed 
mortgage rate rose from 2.87% to 5.50% from last August through this August. The rate 
was above 7.0% this October, the highest in 20 years. It appears like the rate may have 
peaked, having moved down to 6.81% as of the latest data on December 9. Nevertheless, 
homebuyers and investors are waiting to see if the drop in mortgage rates persists as this 
sort of breather had happened recently over the summer. 
  
(3) Affordability is squeezing buyers, especially for new homes. Despite home price trends 
moving downward, the NAR’s housing affordability index sunk below the 100 mark during 
October (Fig. 16). New home prices have risen into new territory, almost touching $450,000 
during October. Existing home prices too are in the upper $300,000s, flirting with $400,000. 
For a 30-year fixed mortgage, the monthly payment on a $400,000 home at a 6.0% interest 
rate would be around $2,300 not including taxes and interest. At a 3.0% rate, the payment 
obviously would be much more affordable for most Americans at $1,700. 
  
(4) Traffic & pending home sales plummet to recent lows. Because of the affordability 
problem, traffic of prospective homebuyers sank nearly to 2020 lows during November, 
according to the National Association of Homebuilders (NAHB) Housing Market Index (Fig. 
17). Pending home sales also dramatically fell in October, the latest month with available 
data, according to the National Association of Realtors (NAR) (Fig. 18). 
  
(5) Home supply slipping further & builders pulling back. Supporting prices, however, the 
months’ supply of existing homes on the market remained puny at 3.3 months during 
October 2022 (Fig. 19). Back in 2010, the supply was over 10 months. 
  
Compared to existing homes, there is a notable divergence in the supply of new homes, 
which are up to around nine months from a pandemic low near three months (Fig. 20). 
However, the supply of new single-family homes could be poised to drop as builders pull 
back. Single-family housing starts and permits both dropped through October (Fig. 21). 
Even so, the market is much more heavily weighted toward existing homes, with 1.08 
million single-family existing homes currently available for sale versus 470,000 new homes. 
 

Calendars 
  
US: Wed: Import & Export Prices -0.5%/-0.4%; Consumer Inflation Expectations; MBA 
Mortgage Applications; Crude Oil Inventories & Gasoline Production; FOMC Interest Rate 
Decision 4.50%; FOMC Economic Projections; IEA Monthly Report. Thurs: Retail Sales 
Total & Control Group -0.1%/0.2%; Headline & Manufacturing Industrial Production 0.1%/-
0.1%; Capacity Utilization 79.8%; Business Inventories 0.4%; NY Empire State 
Manufacturing Index -1.00; Philadelphia Fed Manufacturing Index -10.0; Initial & Continuous 
Jobless Claims 230k/1.671m; TIC Net Long-Term Transactions; Natural Gas Storage. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgLSPW70_Y1w8Gn0qQVYND6s8-Hr-RW5tzHG16CWcnzW7k10Lj535C8HW6s6xd944g3W-W85RcSg7LNR9yN2Gj9_Qp78MNW1Tz_7m78CWMpW1M59YB71CCjSN4M0r7HF98CdW7xh2NJ4jgxlbW4GFY-y608xbXW8m-_hK7LrG37W4MgFZ67kM2XVW2g_ZR26gLDFlW530Bxv8YCMvbW8wLB6X6WCkvcVQzns_8Mlfk_N12LhBHftwjrW4Kd4M06qd4Mb3fgZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgNfMV4nm6C84lxNwW84X-Wb25MxwpW8kj3wm4FKYWSW36M-5X3dZJT0W2GsQ0l3W9RSKW6PwGY24srNVpN38HccNKzj79W4S03zN7cbyvsW90hd2P90b4qkMqx7yN5Rc6GW1WcwRc6Tn5sMW2Q2JG-8DgsWtW5CMNsw4fKtGbW1kZXyS4-z5nDW6mHGGS4qwwrrW1Snb8L7XvlFrW4lvxD53Dq-csW90MNBg5bZzf4W9cgZ3-8XC0lwW96yV7G15JjTz3fKZ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgzM5W2zKXbh6vSWhnW5QCVh_73NbM0W6PDqmk2Vpg75W3VWZWQ5LQXRQW1gC50k7LFmMGW2T7F1N91rYTxW7bkRFG7hqQNbW18FrRR14Tr1fW3qD_ll8hXzJkW6l8H6P2_B7_xVyfHxJ88g--tW22LJQC7grwHvW64vz4r49VNN1N6NrNVW_pkkhW6Y4SPf5pRhbyW270wZP8WTXrWW2-dpkT51phgnVD8WxZ5wYfkkW7dtKnV84-Gm9W8N_YB04811m13jg_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgzM5W2zKXbh6vSWhnW5QCVh_73NbM0W6PDqmk2Vpg75W3VWZWQ5LQXRQW1gC50k7LFmMGW2T7F1N91rYTxW7bkRFG7hqQNbW18FrRR14Tr1fW3qD_ll8hXzJkW6l8H6P2_B7_xVyfHxJ88g--tW22LJQC7grwHvW64vz4r49VNN1N6NrNVW_pkkhW6Y4SPf5pRhbyW270wZP8WTXrWW2-dpkT51phgnVD8WxZ5wYfkkW7dtKnV84-Gm9W8N_YB04811m13jg_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgPbXW7CYRct4z0kMhW2cdMt98cnX51W54xjzQ1_PP6LW4Yjc9l6VYYCsW5MXSsj17TlsTW3D-7my8rCmpHW3JLL174BrYF_W5JHhzC971zfKW1GY47p6nBbk0W1lNJlN4T2TzhN6kl2qnwvRNqW5rDjlR3g9vr9W3p6qn78yr4nlW7SkGnQ8rSz2pW4mJq751L60K0N2cddKvrm25CW5_Ctlb1DnP0rVMrCRZ8B3VwWW39dNK13zvSLMW5fmGB41cybl33k0_1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgKqgW3JKKZz60gGD0W20p3Zj7KxcWNW4k9GfK8tf7sKW44k5QB28jfy5W1vy2XJ5QJgRQW47sql78gR8LxVf59Zn32DY6nW6ShC-F2yMVSvW1VRdHN4tlvfkW2s3h1s87TbpkW2YcMff20WQVlW9bN4g76z7KV2W8x1-x51JzGnLVFZdNv57ymppW2B-bnN8Cp-HKW5H-FSd6z0K4CW1_MJt93f5jcBW5sVhCC52h58ZW33Vnj43y5gjJW7WR5sr1XjsG53dBw1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgV8DW4dQFqt8r9xyKW6gxpth830rtMN4Y311vlPjvbW63xbnl2QTG51W8G_HT23dn4mzW1FRlv83BNmg-W8Hggnq4JYw4fN30Qy0YM_nNtW1y0L6g27hXyYW5H2-Xl7v8DX5W1wwX_62Hs_VnW4zYbt82x3VnSW6ghFgs9b2sQLW2Ygg_s72LDM5W2MB9XT3kxWDQW46F6yh1BXb1yW55FRkc97FxjQW4mvspz6X0sHlW4Jt9xj2JN0MfW55GDNn6DKssQ3mxQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgJ8_W2ptsmB3Q7BslW9jhkVh4VqbLFW7lcRGh3kPbq_MNWqNx2C-YzW6btTbQ54NRzNW46w8_Z6gPRw8W8t1f4z8PGM3PW2Q5rSQ8V69K2W7dz4d58qXQNhW17KfM065V9GsVZjdDf4zDTNLW5RHkhH1z-06FW3vcPRY7z4GNlW4QqgTv2p7BycW4fVJfq6VF0tXW5hdDWS6Gt8vCW7dVfYf49zy5zN8YWPh3_ZqLkW6970j9685x49N1hZ151QHFj_3q131
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(Bloomberg estimates)   
  
Global: Wed: Eurozone Industrial Production -1.5%m/m/3.4%y/y; Spain CPI -
0.1%m/m/6.8%y/y; UK Headline & Core CPI 0.6% m/m/10.9%y/y & 0.5%m/m/6.5%y/y; UK 
Input & Output CPI 0.2%m/m/18.0%y/y & 0.3%m/m/14.6%y/y; Australia Employment 
Change 19k; Australia Unemployment & Participation Rates 3.4%/66.6%; China Retail 
Sales -3.6% y//y; China Industrial Production 3.6% y/y; China Fixed Asset Investment 5.6% 
y/y; Japan Trade Balance; NBS Press Conference. Thurs: France CPI 0.4%m/m/6.2%y/y; 
France Business Survey 100; UK Gfk Consumer Confidence -43; ECB Interest Rate 
Decision & Deposit Facility Rate 2.50%/2.00%; BOE Rate Decision 3.50%; EU Leaders 
Summit. Lagarde; (Bloomberg estimates)   
 

Strategy Indicators 
  
S&P 500 Growth vs Value (link): As of Monday’s close, the S&P 500 Value index was out 
of a correction at 6.4% below its record high while the S&P 500 Growth price index was still 
in a deep 27.3% bear market. Growth’s underperformance relative to Value began on 
November 30, 2021 when its price index peaked at a record high. Since then, Value’s price 
index has risen 1.4%, while Growth’s is down 24.5%. Growth made a new low for the year 
on October 12, while Value remained above its September 30 bottom. At that October 12 
low, Growth was down 20.1% from its recent high on August 15 to 32.8% below its 
December 27, 2021 record high. Value was down a lesser 14.6% on September 30 from its 
August 16 high to 19.2% below its January 12 record high. Looking at their ytd performance 
through Monday’s close, Growth has tumbled 26.3% ytd, well behind the 5.1% decline for 
the S&P 500 Value index. Looking at the fundamentals, Growth is expected to deliver 
stronger revenue growth (STRG) and earnings growth (STEG) than Value over the next 12 
months. Growth has 5.0% forecasted for STRG and 5.4% for STEG, while Value has 
forecasted STRG and STEG of 2.0% and 4.0%, respectively. Growth’s forward P/E peaked 
at a 20-year high of 30.4 on January 26, 2021, and tumbled 40% to a 27-month low of 18.4 
on June 16. After rebounding to 23.3 in mid-August, it tested the June with its 18.5 reading 
on October 12. It was back up to 21.0 on Monday. Value’s forward P/E fell 24% from 17.6 in 
January 2021 to 13.4 on June 16. It made a new 30-month low of 13.0 on September 30, 
and has since risen to 15.2 as of Monday’s close. Regarding NERI, Growth’s and Value’s 
were negative for a fifth straight month in November following 26 positive monthly readings. 
Growth’s dropped to a 29-month low of -16.7% in November from -13.4% in October, and 
Value’s was down to a 29-month low of -14.7% from -12.2%. Growth’s forward profit margin 
of 17.6% is down 1.5ppts from its record high of 19.1% in mid-February and compares to its 
prior pre-Covid record high of 16.7% during September 2018. Value’s has held up better, 
dropping to 0.6ppt to 10.8% from its record high of 11.4% in December 2021.   
 

US Economic Indicators 
  
NFIB Small Business Optimism Index (link): “Going into the holiday season, small 
business owners are seeing a slight ease in inflation pressures, but prices remain high,” 
said NFIB Chief Economist Bill Dunkelberg. “The small business economy is recovering as 
owners manage an ongoing labor shortage, supply chain disruptions, and historic inflation.” 
November’s Small Business Optimism Index (SBOI) advanced 0.6 points to 91.9, after 
slipping from 92.1 to 91.3 in October, coming in below its 49-year average of 98.0 for the 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgY2xW4v-Trb22l_6bN1DSnDqbQnsNW6ZQNfN10f8T2W6kJ6K15y1KGyW99n0Lc3Tb_-7W7ZRX8G6dcx0rW5Kq4Nc2SMGFVW86Cf2v2CFnkrW6CphD12ZXnyJW5hNj7G2b9bKYW7tV77r2wgFYMW8tRQSS4lpqM8VT_Z0P41d4CMW9lwYp25JQlZmMmPWQkyzrKxV5MzbC48rnWtW7lpPfb13q0DSW8-cmLd7NrBxtW1hnKFt27kvCvW6kFj1S8_Tg-f39vy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VVFX4D20zc6PW29JrBh12ZY8-W842MfZ4Txk74N2F3N2p3lSbtV1-WJV7CgLNgVzysKs2px_BgW2r4H2C5TLsJ2W4SXKrb1ln44rW4sD7Lf668GpDN1P72wDDB9RKW4K2Bpq1wTmswVtpBGQ8tC17lW2PVyWd9cl2V8W4B7j789jNw1KW2_ZGgz4rJkCPW4NrN7m1HJWPDW3ClQgy8HLK_XW2ncMPN69f5VfN1pcKvHv4fY2W3cM_0Y8M4YgvW3T3VGq7z8bz_V-Nz08713JzBW66NG8B2yQhyLW3nHS3R6tYFnxN3Cm96slX1bF2Wl1
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11th consecutive month. The last time the index was at or above the average was last 
December (98.9). In November, six of the 10 components of the SBOI improved while four 
decline. Positive contributions were led by earnings trends (+8ppts to -22%) and sales 
expectations (+5 to -8), followed by expect economy to improve (+3 to -43), expected credit 
conditions (+2 to -6), capital outlay plans (+1 to 6), and now a good time to expand (+1 to 
6). The biggest negative contribution was attributed to plans to increase inventories (-6 to -
4), with the remaining three all posting 2ppt- declines: plans to increase employment (to 
18%), current job openings (44), and current inventory (-2). ). Inflation continued to be small 
business owners’ single biggest problem in November, ticking down to 32%, after a rising 
from 29% in August to 33% by October; it’s 5ppts below July’s peak of 37% (which was the 
highest since Q4-1979). While inflation measures remained high, the percentage of owners 
raising selling prices increased a percentage point to 51% last month, a high reading though 
down from the near record high 66% in March. The percentage of owners planning to 
increase selling prices was at 34% for the second month, after easing from a near record 
high of 52% in March to a 20-month low of 31% in September. Quality of labor remained 
business owners’ second biggest problem, at 21%, down from last November’s record high 
of 29%. A net 40% of owners reported raising compensation last month, down from its 50% 
record high at the start of the year, while 28% plan to increase compensation in the next 
three months, down from October’s 32%—which was a high for this year. 
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