
Consensus forecasts come from Bloomberg.  This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors.  It is based upon sources and data believed to be accurate and 
reliable.  Opinions and forward looking statements expressed are subject to change without notice.  This information does not constitute a solicitation or an offer to buy or sell any security.                                                                

Date/Time (CST) U.S. Economic Data Consensus First Trust Actual Previous 

8-15 / 7:30 am Empire State Mfg Survey – Aug 5.0 6.7 -31.3 11.1 

8-16 / 7:30 am Housing Starts – Jul 1.528 Mil 1.540 Mil  1.559 Mil 

8:15 am Industrial Production – Jul +0.3% +0.4%  -0.2 

8:15 am Capacity Utilization – Jul 80.2% 80.3%  80.0% 

8-17 / 7:30 am Retail Sales – Jul +0.1% 0.0%  +1.0% 

7:30 am Retail Sales Ex-Auto – Jul -0.1% +0.3%  +1.0% 

9:00 am Business Inventories – Jun +1.4% +1.4%  +1.4% 

8-18 / 7:30 am Initial Claims – Aug 13 265K 257K  262K 

 7:30 am Philly Fed Survey – Aug -5.0 -2.1  -12.3 

9:00 am Existing Home Sales – Jul 4.890 Mil 4.920 Mil  5.120 Mil 

With less than three months left before the 2022 mid-
term elections, it is officially silly season when it comes to 
interpreting economic reports.  For many analysts it’s 
pretty much all politics all the time, with data seen through 
a political lens first, and with real unbiased economic 
analysis coming maybe second, if ever. 

It started off with those saying we’re in a recession 
because, at least based on the most recent reports, real GDP 
declined in both of the first and second quarters of the year.  
Never mind that the unemployment rate has dropped 0.4 
percentage points so far this year.  Never mind that payrolls 
are up an average of 471,000 per month, while industrial 
production is up at a 5.2% annual rate over the first six 
months of the year.  Never mind that “real” (inflation-
adjusted) gross domestic income was up in the first quarter 
(we’re still waiting for Q2 data) and has just as good of a 
track record as real GDP. 

Ultimately, those claiming a recession started already 
wanted to score political points against the President and 
no other reports besides GDP would stand between them 
and that goal.  Our view is that a recession is coming, that 
monetary policy will have to get unusually tight for the 
Federal Reserve to bring inflation back down to its 2.0% 
target.  In turn, tighter money should induce a recession.  
But that takes time and the recession hasn’t started yet. 

And now it’s the President and his side of the political 
aisle who are abusing economic reports for their own 
political ends.  It is entirely true that the consumer price 
index was unchanged in July, the first month without an 
increase since May 2020.  Fair enough.  But to use that to 
suggest the inflation problem is going away is nonsense on 
stilts.   

Energy prices surged 7.5% in June and then dropped 
4.6% in July.  That’s it.  That’s really all you need to know 
about inflation in the past two months.  As a result, overall 
consumer prices soared 1.3% in June and then were 
unchanged in July.  But a new trend this doesn’t make.  
Looking at both June and July, combined, consumer prices 
rose at an annualized 8.1% rate.  That is no different at all 
than the 8.1% annualized increase in April and May, before 
the extra surge in energy prices in June then the drop in 
July. 

If you look at the unchanged CPI in July and think the 
Federal Reserve is nearly done, you’re in for a big surprise.  
The Fed isn’t close to done.  Yes, if you follow consumer 
prices on a year-ago comparison basis, the inflation rate 
likely peaked at 9.1% in June.  But getting from 9.1% down 
to the 5 – 6% range by sometime next year is the relatively 
easy part.   Getting from there back down near the Fed’s 
2.0% target is the hard part.  Rents have been increasing 
rapidly around the country and we don’t see that ending 
anytime soon, which will make it very tough for the Fed to 
reach its stated goal.         

You’re also deluding yourself if you think the 
officially-called “Inflation Reduction Act” is actually going 
to reduce inflation.  Inflation is a monetary phenomenon; 
the bill isn’t going to have any noticeable impact at all. 

The bottom line is that, for now, the economy 
continues to grow and inflation remains a very serious 
problem.  In the meantime, investors need to set aside their 
personal political preferences and follow economic reports 
as they are, not as they want them to be because of the 
political spin their side gets to put on them.  
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Stock Index Performance 

Index Week YTD 12-mo. 2021 5-yr. 
Dow Jones Industrial Avg. (33,761) 2.99% -5.98% -3.02% 20.95% 11.47% 
S&P 500 (4,280) 3.31% -9.35% -2.64% 28.68% 13.86% 
NASDAQ 100 (13,566) 2.74% -16.45% -9.41% 27.51% 19.47% 
S&P 500 Growth 3.13% -14.73% -6.14% 32.00% 16.79% 
S&P 500 Value 3.49% -3.37% 0.83% 24.86% 10.08% 
S&P MidCap 400 Growth 4.43% -11.44% -7.32% 18.89% 10.43% 
S&P MidCap 400 Value 4.49% -2.76% 1.19% 30.61% 10.22% 
S&P SmallCap 600 Growth 3.27% -11.48% -7.60% 22.56% 11.14% 
S&P SmallCap 600 Value 4.54% -3.12% -0.33% 30.85% 9.97% 
Russell 2000 4.97% -9.51% -9.07% 14.78% 9.33% 
MSCI EAFE 2.16% -14.29% -14.66% 11.26% 3.10% 
MSCI World (ex US) 2.15% -14.02% -15.02% 7.82% 3.09% 
MSCI World 3.05% -11.37% -7.64% 21.82% 9.74% 
MSCI Emerging Markets 1.65% -15.67% -18.88% -2.54% 1.91% 
S&P GSCI 4.45% 33.26% 43.84% 40.35% 10.60% 

Source: Bloomberg. Returns are total returns. 5-yr. return is an average annual.  
One-week, YTD, 12-mo. and 5-yr. performance returns calculated through 8/12/22. An 
index cannot be purchased directly by investors. Past performance is no guarantee of 
future results. 
 

S&P Sector Performance 
Index Week YTD 12-mo. 2021 5-yr. 
Communication Services 4.48% -23.45% -25.84% 21.57% 7.17% 
Consumer Discretionary 3.28% -16.52% -6.95% 24.43% 14.56% 
Consumer Staples 1.25% -1.14% 8.08% 18.63% 9.74% 
Energy 7.45% 44.65% 65.08% 54.39% 9.26% 
Financials 5.49% -8.08% -6.78% 34.87% 9.78% 
Health Care 1.66% -4.39% 2.15% 26.13% 13.27% 
Industrials 3.84% -4.84% -3.72% 21.10% 9.76% 
Information Technology 2.47% -13.26% -1.76% 34.52% 23.30% 
Materials 5.21% -9.50% -4.09% 27.28% 10.98% 
Real Estate 4.10% -10.93% 0.82% 46.14% 10.99% 
Utilities 3.33% 8.86% 15.92% 17.67% 11.04% 

Source: Bloomberg. Returns are total returns. 5-yr. return is an average annual.  
One-week, YTD, 12-mo. and 5-yr. performance returns calculated through 8/12/22. An 
index cannot be purchased directly by investors. Past performance is no guarantee of 
future results. On 9/28/18, the Global Industry Classification Standard (GICS) was 
reconstituted and the Telecommunications Services sector was renamed 
Communication Services. GICS sector information for periods prior to 9/28/18 may not 
necessarily be comparable to the reconstituted sectors. 
 

Bond Index Performance 
Index Week YTD 12-mo. 2021 5-yr. 
U.S. Treasury: Intermediate 0.07% -5.39% -6.29% -1.72% 0.81% 
GNMA 30 Year 0.49% -5.64% -6.22% -1.46% 0.68% 
U.S. Aggregate 0.24% -8.89% -9.23% -1.54% 1.03% 
U.S. Corporate High Yield 0.94% -7.67% -6.17% 5.28% 3.53% 
U.S. Corporate Investment Grade 0.60% -11.87% -11.91% -1.04% 1.71% 
Municipal Bond: Long Bond (22+) -0.27% -11.90% -11.54% 3.17% 1.71% 
Global Aggregate 0.42% -12.49% -14.39% -4.71% -0.67% 

Source: Bloomberg. Returns are total returns. 5-yr. return is an average annual. 
One-week, YTD, 12-mo. and 5-yr. performance returns calculated through 8/12/22. An 
index cannot be purchased directly by investors. Past performance is no guarantee of 
future results. 
 

Key Rates 
Fed Funds  2.25% - 2.50%  2-yr T-Note 3.24% 
LIBOR (1-month) 2.38%  5-yr T-Note 2.96% 
CPI - Headline 8.50%  10-yr T-Note 2.83% 
CPI - Core 5.90%  30-yr T-Bond 3.11% 
Money Market Accts. 0.78%  30-yr Fixed Mortgage  5.46% 
1-yr CD 2.19%  Prime Rate 5.50% 
3-yr CD 2.30%  Bond Buyer 40 4.29% 
5-yr CD 2.69%    

Sources: Bankrate.com, Federal Reserve Bank NY, & US Bureau of Labor 
Statistics. Prime Rate as of 8/9/22, LIBOR as of 8/10/22, all other data as of 8/12/22.  
 

 

 

Market Indicators 
TED Spread 40 bps 
Investment Grade Spread (A2) 176 bps 
ICE BofA US High Yield Constrained Index Spread 426 bps 

Source: Bloomberg. As of 8/12/22. 
 

Weekly Fund Flows  
Estimated Flows to Long-Term Mutual Funds for the Week Ended 8/3/22 
 Current Week Previous 
Domestic Equity  -$11.179 Billion  -$2.269 Billion 
Foreign Equity  $1.344 Billion  -$2.806 Billion 
Taxable Bond  $2.587 Billion  -$5.641 Billion 
Municipal Bond  $1.598 Billion  -$246 Million 
Change in Money Market Fund Assets for the Week Ended 8/10/22 
 Current Week Previous 
Retail  $2.70 Billion  -$2.21 Billion 
Institutional  -$10.71 Billion  -$11.98 Billion 

Source: Investment Company Institute. 
 

Factoids for the Week of August 8, 2022 
  
Monday, August 8, 2022 
In June, total margin debt plunged by $69.5 billion, or 9.2%, to $683.4 billion, 
according to data from FINRA. The high reached in the first half of 2022 was 
$835.3 billion (February). The all-time high for margin debt was $935.9 billion 
(October 2021).  
 
Tuesday, August 9, 2022 
Approximately $80 billion of the $750 billion appropriated by the Inflation 
Reduction Act of 2022 is earmarked for the Internal Revenue Service (IRS). The 
bill is expected to be signed into law by President Biden later this week. The IRS 
will be adding roughly 87,000 new agents by 2031, beginning with 5,197 hires 
this year, according to Forbes. The IRS employed 74,369 people in 2019, well 
below the 113,643 employed in 1995. In addition to speeding up the processing 
of filings and refunds, the IRS is expected to boost tax collections by increasing 
the number of audits it conducts. 
 
Wednesday, August 10, 2022 
Data from Renaissance Capital shows that a total of 47 equity IPOs (market caps 
above $50 million) have been priced in the U.S. this year (thru 8/10), down 83.2% 
from the same period in 2021, according to its own release. The 47 companies 
raised a combined $4.4 billion, down 95.4% from the same period a year ago. 
Health Care, Technology and Consumer Discretionary accounted for 34%, 26% 
and 11%, respectively, of the IPOs launched so far in 2022. 
 
Thursday, August 11, 2022 
The average cost of a company data breach worldwide stood at an all-time high 
of $4.35 million as of March 2022, according to a recently released annual report 
from IBM Security. IBM noted that 83% of the businesses it studied had 
experienced more than one data breach in their lifetime. The report also revealed 
that 60% of those that have endured a breach increased the prices on their 
products or services in response to the breach. 
 
Friday, August 12, 2022 
Kelley Blue Book (KBB) reported that the average price U.S. consumers paid for 
a new vehicle in July hit an all-time high of $48,182, according to CBS 
MoneyWatch. KBB data indicates that new vehicle inventory stood at 1.1 million 
in July, the same as last July. New vehicle inventory totaled 2.5 million in July 
2020 and 3.6 million in July 2019, prior to the breakdown of the global supply 
chain. Dealerships continue to get more than $10,000 above the sticker price for 
the most popular vehicles. 

The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not 
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