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Inflation continues to gather steam
Consumer inflation again surprised to the upside for June, with many analysts raising the
odds of a 100 basis point (bps) rate hike at the July FOMC meeting. Retail sales
remained solid, however, although they were aided by rising prices, as they are
measured in nominal (not inflation adjusted) terms.

Another barn-burner CPI report
Prices soared again for June as the consumer price index (CPI) jumped by 1.3 percent —
the largest monthly increase since 2005. As a result, the 12-month change in the CPI
climbed to 9.1 percent, a pace only surpassed over the past 70 years by the inflation
peaks of the 1970s and early 1980s. Food and energy costs again helped to pace the
June gain — now up by 10 percent and 60 percent, respectively, over the past year.

But perhaps a more concerning trend was that core prices continued to increase sharply,
too — with the core CPI up by 0.7 percent for the month. Despite some improvements,
global supply chains remain highly stressed, driving goods costs (especially autos)
higher for June. Positively, the 12-month change in the core CPI moderated slightly to a
still elevated 5.9 percent — as the core CPI rose even more strongly a year ago. Housing
costs are also a building concern for sustained inflation, rising by 5.6 percent over the
past year, as higher rent and house prices flow into inflation figures.

There are some early signs that price pressures are starting to ease (e.g., falling oil and
other commodity prices thus far in July). Although the producer price index (PPI)
jumped again for June, the core PPI slowed to an increase of 0.3 percent, the slowest
gain in four months. Moreover, the 12-month change in the core PPI has dropped by
more than half a percentage point over the past three months. This may help to slow
increases in the CPI in coming months. Also positively, the expected inflation measures
in the University of Michigan’s consumer sentiment index cooled. The one-year ahead
expected inflation rate edged lower to 5.2 percent (from a peak of 5.4 percent two
months ago), while the five-year expected inflation rate dropped to 2.8 percent — the
lowest level in a year.

Given the laser focus of the Fed on reigning in inflation, financial markets expect a
significant tightening move at the FOMC meeting at the end of the month. In response
to the CPI report, fed funds futures were priced for a full percentage point hike, but after
the somewhat better core PPI and inflation expectation data, futures are pricing a 69
percent probability of a 75 bps hike and a 31 percent chance of 100 basis points (data
from the CME group). We are in the 75 bps camp, with further tightening moves
expected at coming FOMC meetings. The odds that the entire yield curve will invert
later this year (with the federal funds rate moving above the 10-year Treasury note
yield) have increased to nearly 50 percent — a definitive recession indicator for the
second half of next year.

Retail sales rebound for June
Consumers still spent solidly in June despite the pressure on household budgets — with
retail sales climbing by 1.0 percent. Since sales are reported in dollar volumes, higher
prices helped to boost June’s increase as spending at gasoline stations jumped by 3.6
percent. But the control group (excluding autos, gasoline, and building materials) posted
a solid 0.8 percent gain, too, suggesting that activity expanded broadly across the
economy.

This is another sign that concerns the economy slipped into a recession over the first
half of 2022 are probably overstated. While conditions are slowing generally in response
to higher interest rates and building inflation, the core parts of the economy continue to
expand. There is a good chance that overall GDP will fall for a second consecutive
quarter for the second quarter, but core spending — consumer plus business fixed
investment expenditures — should remain positive.

But building recession fears are not totally unfounded. Consumer sentiment edged
higher in the first half of July but remained near an all-time low. Moreover, readings from
the NFIB’s Small Business Optimism Index point to a sharp slowdown in conditions
across the business sector in recent months — further signals that growth ahead is likely
to remain weak.
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Here’s what we are watching this week:

Leading 
Indicators

Equities to drag down leading indicators for June
June’s leading indicators reading is projected to dip modestly, down by 1.0 percent, with
last month’s sharp equity decline causing most of the damage. The year-over-year
growth rate should be up by 1.4 percent, however, not yet giving a recession signal —
but the sharp downtrend in this indicator certainly is flashing yellow.

Existing homes sales hit by higher mortgage rates, higher prices, 
and lack of supply

Housing starts expected to rebound as completion surge
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Existing home sales are expected to fall by 1.1 percent for June, their fifth consecutive
monthly decline. While there was a modest increase in pending home sales for the
month, there was a bigger drop in the prior month, and that should bring total sales
down a bit. The projected annualized sales rate of 5.35 million would be the lowest
since June 2020.

May’s sharp decline in housing starts should be partially erased for June with a modest
3.2 percent monthly gain. This increase would not change the downward trend in
starts and is more a reflection of volatility in the multifamily sector — after a nearly 24
percent drop for May, some gain is expected for June. In addition, completions have
risen over the last few months, suggesting supply bottlenecks have eased giving
builders some room for additional starts.

July
21

M
ill

io
ns

Existing Homes Inventory



Provided by IMG Business and Product Development – Data Analytics Team

Russell Style Returns - Week Russell Style Returns - YTD

Source: FactSet

S&P Sector Returns — Week (%)

S&P Sector Returns — YTD (%)*

U.S. Yield Curve

* represents total return

Last 1 Week YTD* 1 Year *

S&P 500 (Large) 3,863 -0.91% -18.27% -10.09%
S&P 400 (Mid) 2,304 -0.69% -18.26% -11.76%
S&P 600 (Small) 1,137 -0.56% -18.24% -12.38%
S&P 500 (High Quality) 43 -0.42% -19.01% -12.25%
Russell 1000 4,073 -1.06% -19.28% -12.07%
Russell 2000 4,335 -1.40% -21.76% -19.40%
Dow Jones 31,288 -0.16% -12.97% -8.82%
NASDAQ 11,452 -1.57% -26.50% -20.70%
MSCI EAFE 1,817 -1.75% -20.50% -18.88%
MSCI EM 962 -3.68% -20.35% -26.39%

*represents total return

S&P Metrics LTM P/E NTM P/E LTM EPS
Growth

NTM EPS
Growth

Current 18.75 16.14 27.38 9.10
Prior Month 18.92 15.82 30.57 9.75
Prior Year 24.68 21.40 14.69 22.79

Fixed Income Last 1 Week YTD  1 Year

U.S. Aggregate 3.71% 0.89% -9.80% -10.37%
U.S. Inv Grade 4.63% 1.06% -13.43% -13.75%
U.S. High Yield 8.58% 0.26% -12.66% -11.47%
TIPS 3.37% 0.96% -7.95% -5.44%

Rates Last 1 Week YTD  1 Year

6M T-Bill 2.94% 0.26 2.75 2.89
2 Yr Treasury 3.13% 0.01 2.40 2.90
5 Yr Treasury 3.05% -0.08 1.79 2.27
10 Yr Treasury 2.93% -0.16 1.41 1.62
30 Yr Treasury 3.10% -0.17 1.20 1.18

Spreads Last 1 Week YTD  1 Year

AAA Rated 0.63 -0.01 0.12 0.15
BBB Rated 2.01 0.03 0.78 0.87
High Yield 5.39 0.03 2.29 2.25
10 to 2 yr Treasury -0.20 0.00 -0.99 -1.28

Commodities/FX Last 1 Week YTD  1 Year

Gold 1702.40 -2.19% -6.85% -6.89%
Bitcoin 20844.96 -4.58% -55.07% -33.96%
WTI Oil 97.59 -8.61% 29.55% 36.17%
EUR/USD 1.01 0.92% 11.37% 14.71%
USD/JPY 138.59 1.85% 20.35% 25.95%
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The information in this report is provided by Nationwide Economics and is general in nature and not intended as investment or economic advice,
or a recommendation to buy or sell any security or adopt any investment strategy. Additionally, it does not take into account any specific
investment objectives, tax and financial condition or particular needs of any specific person.

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice. These forecasts
show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not reflect actual performance. We
obtained certain information from sources deemed reliable, but we do not guarantee its accuracy, completeness or fairness.
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Interested in learning more from Nationwide Economics? Find this and other 
content from Nationwide at blog.nationwidefinancial.com/markets-economy.

Period Actual Previous

NFIB small business optimism index May 89.5 93.1

Consumer price index (m/m) June 1.3% 1.0%

CPI (y/y) June 9.1% 8.6%

Core CPI (m/m) June 0.7% 0.6%

Core CPI (y/y) June 5.9% 6.0%

Producer price index June 1.1% 0.9%

Initial jobless claims Week ending July 9 244,000 235,000

Retail sales June 1.0%% -0.1%

Retail sales ex autos June 1.0% 0.6%

New York Fed Empire State manufacturing index July 11.1 -1.2

Industrial production June -0.2% 0.0%

Capacity utilization June 80.0% 80.3%

Consumer sentiment May 51.1 50.0

Previous Week’s Indicators

Release Date Period Forecast* Previous

NAHB home builders’ index Mon. July 66 67

Housing starts Tues. June 1.60 M 1.55 M

Building permits Tues. June 1.70 M 1.70 M

Existing home sales Wed. June 5.35 M 5.41 M

Initial jobless claims Thurs. Week ending July 16 238,000 244,000

Philadelphia Fed manufacturing index Thurs. July 1.5 -3.3

Index of leading economic indicators Thurs. June -1.0% -0.3%

S&P Global U.S. manufacturing index Fri. July 53.4 52.7

S&P Global U.S. services index Fri. July 53.1 52.7

* Nationwide Economics Forecast

This Week’s Indicators
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