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Global Markets Minesweeper September 23, 2022 

 

The increased volatility in markets can be attributed to various issues, such as high inflation, geopolitics, 

lower economic activity, still elevated energy prices and the tightening by the Fed and the ECB. The Fed 

hiked by 0.75% to 3.00%-3.25%, aiming to inflation moderation. The US 2-year bond yield posted high (4.21%) 

since October 2007 and the US 10-year yield high (3.76%) since February 2011. As the 12-month forward 

estimate of the S&P 500 index has flattened close (21/9: $236), but slightly below the historic high posted in June 

(20/6: $240), the path of the US yields is key for equity market sentiment.  
 

Dividing the earnings per share 12-month forward estimate ($236) of the S&P 500 index by the level of the index 

(22/9: 3,758), the forward earnings yield gap is derived at 6.3%. By subtracting from the 6.3%, the level of the US 

10-year bond yield (3.7%), the forward earnings yield gap is calculated at 2.6%. The forward earnings yield gap of 

2.6% is much lower than its both the 10-year average (3.8%) and the 20-year average (3.6%), but slightly above its 

30-year average (2.4%). The 30-year average includes the 1990’s, when appetite for risk-on was in most part 

exuberantly risk-on. If it is assumed that the current environment of elevated geopolitical risks will make investors 

persistently more strict, then the comparison with the 10-year and the 20-year averages, indicates that stabilization 

of equity market sentiment needs, on average, at least mildly lower yields than the current. While it cannot be 

excluded that a catalyst may appear that will allow investors to prefer equities than government bonds, even at the 

current elevated area of bond yields, currently it seems more probable that equity market turbulence may 

continue for some time. Nominal figures, such as earnings and employment continue to be supportive. However, 

real GDP has been impacted by high inflation. The Atlanta Fed has revised its estimate for annualized quarterly 

GDP growth for the 3rd quarter at 0.3% (20/9) versus 2.5% on September 1.  
 

 
Source: Bloomberg 
 

The Stoxx 600 Europe index has posted the lowest close (22/9/22: 399.8) since late January 2021, at a 

cumulative drawdown of -19.1% versus the historic high close of early January (5/1/22: 494.3). High inflation, drop 

of economic activity in real terms and increased bond yields have “clouded” equity market sentiment in Europe.  

 

The week ahead 
 

German IFO economic index is expected (26/9) lower in September, while US consumer confidence index (27/9) 

may have slightly recovered after declining for three consecutive months. Eurozone economic sentiment index is 

expected (29/9) lower in September. The Eurostat’s inflation estimate (30/9) may show further increase of inflation 

in September.  
 

Quote of the Week: 
Τhe Fed’s President said: “The chances of a soft landing are likely to diminish to the extent that 

policy needs to be more restrictive, or restrictive for longer. Nonetheless, the Fed is committed to getting 
inflation back down to 2%”.  
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Global Markets in Charts 

The Fed has repeated that is focused on fighting high inflation 

 

 

The Fed revised its estimate for GDP 
growth to 0.2% in 2022 vs 1.7%. It 
expects GDP growth of 1.2% in 2023 
vs 1.7% previously. The Fed revised 
higher its estimates for inflation. It 
expects PCE deflator to rise on yearly 
basis by 5.4% (previous: 5.2%) in 
2022, before moderating at 2.8% 
(previous: 2.6%) in 2023. For the core 
PCE inflation, it expects yearly rise of 
4.5% in 2022 and 3.1% in 2023. The 
median estimate of FOMC members 
is for the Fed funds rate at 4.25%-
4.50% at the end of 2022 and at 
4.50%-4.75% at the end of 2023. The 
futures implied Fed funds rate by the 
money market, has risen compared to 
one-month ago and currently is close 
to the median projection of the Fed. 
The defensive sectors of the S&P 
500 have been resilient. The month to 
date total return of the S&P 500 is -
4.9% (31/8-22/9), while healthcare (-
0.71%), utilities (-1.7%) and 
consumer staples (-2.6%) have been 
less vulnerable. EUR/USD dropped at 
20-year low ($0.9745), mainly due to 
risk-off and higher recession risk in 
Eurozone vs in the US.    

The US 2-year government bond yield is around a key area from mid to long term perspective 

 
Source: Bloomberg 

The US 2-year bond yield has 
increased at a high (4.21%) since 
October 2007, almost at the area of 
the Fibonacci retracement 76.4% of 
the move from 5.28% on June 28, 
2006 to 0.10% on February 11, 2021. 
While it cannot be excluded that Fed’s 
tightening policy could drive the 2-
year yield higher, its already high 
level could indicate relative 
attractiveness of short-term 
government bonds, in an environment 
of high uncertainty for other more 
risky investments. The Dollar DXY 
index has climbed at a high since 
mid-2002, which continues to be a 
“brake” for risk sentiment. Its rise 
above the area of 7 versus the 
chinese currency, has also affected 
equity market sentiment in China and 
in emerging markets. The MSCI 
China has declined very close (22/9: 
59.9) to the year to date low (15/3: 
59.3) and the emerging index posted 
low (22/9: 923) since mid-2020.  
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Event Risk Calendar, 26 - 30 September 2022 
       

    Monday 26/9         

Date Time Country Event Period Survey Prior  

26/9 03:30 JN Jibun Bank Japan PMI Mfg Sep P 
 

51.5 
 

26/9 11:00 GE IFO Business Climate Sep 87.1 88.5 
 

26/9 11:00 GE IFO Current Assessment Sep 96 97.5 
 

26/9 11:00 GE IFO Expectations Sep 78.7 80.3  

26/9 15:30 US Chicago Fed Nat Activity Index Aug 
 

0.27 
 

26/9 17:30 US Dallas Fed Manf. Activity Sep -8 -12.9 
 

       

Eco Event IT Outcome of Italian elections 
    

 
FR OECD publishes Interim Economic Outlook (12:00)   

       

    Tuesday 27/9         

Date Time Country Event Period Survey Prior  

27/9 11:00 EC M3 Money Supply (YoY) Aug 5.40% 5.50% 
 

27/9 15:30 US Durable Goods Orders (MoM) Aug P -0.10% -0.10%  

27/9 15:30 US Durables Ex Transportation (MoM) Aug P 0.30% 0.20% 
 

27/9 15:30 US Cap Goods Orders Nondef (MoM) Aug P 0.20% 0.30% 
 

27/9 16:00 US FHFA House Price Index (MoM) Jul 0.00% 0.10% 
 

27/9 16:00 US S&P CS 20-City (MoM) SA Jul 0.25% 0.44% 
 

27/9 16:00 US S&P CS 20-City (YoY) NSA Jul 16.90% 18.65% 
 

27/9 17:00 US Conf. Board Consumer. Confidence Sep 104.5 103.2  

27/9 17:00 US Richmond Fed Manufact. Index Sep -10 -8  

27/9 17:00 US New Home Sales (MoM) Aug -2.20% -12.60% 
 

       

    Wednesday 28/9         

Date Time Country Event Period Survey Prior  

28/9 08:00 JN Leading Index CI Jul F 99.6 99.6 
 

28/9 08:00 JN Coincident Index Jul F 100.6 100.6 
 

28/9 09:00 GE GfK Consumer Confidence Oct -39.6 -36.5 
 

28/9 15:30 US Advance Goods Trade Balance Aug -$88.0b -$90.2b 
 

28/9 15:30 US Wholesale Inventories (MoM) Aug P 0.40% 0.60% 
 

28/9 17:00 US Pending Home Sales (MoM) Aug -0.50% -1.00% 
 

       

Eco Event EC ECB's Lagarde speaks at Frankfurt (10:15) 
 

       

    Thursday 29/9         

Date Time Country Event Period Survey Prior  

29/9 12:00 EC Economic Confidence Sep 96 97.6  

29/9 12:00 EC Consumer Confidence Sep F -28.8 -28.8 
 

29/9 15:00 GE CPI (YoY) Sep P 8.90% 7.90%  

29/9 15:00 GE CPI EU Harmonized (YoY) Sep P 9.70% 8.80% 
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29/9 15:30 US Initial Jobless Claims 24-Sep 
 

213k 
 

29/9 15:30 US GDP Annualized (QoQ) 2Q T -0.60% -0.60%  

29/9 15:30 US Personal Consumption 2Q T 1.50% 1.50% 
 

29/9 15:30 US GDP Price Index 2Q T 8.90% 8.90% 
 

29/9 15:30 US Core PCE (QoQ) 2Q T 4.40% 4.40% 
 

       

Eco Event US Fed’s Mester and ECB’s Lane take part in policy panel (20:00) 
 

       

Corp. 
Results 

US Nike 
    

       

    Friday 30/9         

Date Time Country Event Period Survey Prior  

30/9 04:30 CH Manufacturing PMI Sep 49.4 49.4  

30/9 04:30 CH Non-manufacturing PMI Sep 52.6 52.6 
 

30/9 04:45 CH Caixin China PMI Mfg Sep 
 

49.5 
 

30/9 08:00 JN Consumer Confidence Index Sep 33.5 32.5 
 

30/9 09:00 UK GDP (QoQ) 2Q F -0.10% -0.10% 
 

30/9 09:00 UK GDP (YoY) 2Q F 2.90% 2.90% 
 

30/9 10:55 GE Unemployment Claims Rate SA Sep 5.50% 5.50% 
 

30/9 12:00 EC Unemployment Rate Aug 6.60% 6.60% 
 

30/9 12:00 EC CPI Estimate (YoY) Sep 9.70% 9.10%  

30/9 12:00 EC CPI Core (YoY) Sep P 4.80% 4.30%  

30/9 15:30 US PCE Deflator (MoM) Aug 0.10% -0.10% 
 

30/9 15:30 US PCE Deflator (YoY) Aug 6.00% 6.30%  

30/9 15:30 US PCE Core Deflator (MoM) Aug 0.50% 0.10% 
 

30/9 15:30 US PCE Core Deflator (YoY) Aug 4.80% 4.60%  

30/9 16:45 US MNI Chicago PMI Sep 51.8 52.2 
 

30/9 17:00 US U. of Mich. Sentiment Sep F 59.5 59.5  

       

Eco Event US Fed's Lael Brainard speaks about financial stability (16:00) 
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