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Weekly Focus – Think About It  
“Economics is extremely useful as a form of employment for economists.” 

—John Kenneth Galbraith, economist 

 

THE MARKETS 
 

Some companies are doing better than others – a lot better. 
 

It’s earnings season; the time when companies share how well they performed during the 

previous quarter. Earnings reports are important because they provide information about a 

company’s financial health. Shareholders pay particular attention to earnings, which are 

company profits after expenses have been subtracted. 

 

At the end of last week, slightly more than half of the companies in the Standard & Poor’s (S&P) 

500 Index had reported results for the third quarter of 2022. The blended earnings growth rate* 

for the S&P 500 was 4.1 percent, year-over-year, according to I/B/E/S data from Refinitiv.  

 

The worst performing sector was communication services, which includes some big technology 

names. Earnings for the sector were down 20.9 percent for the third quarter. At the other end of 

the spectrum was the energy sector with year-over-year earnings growth of about 136 percent. 

The sector was led by big oil companies, some of which posted record profits, reported Sabrina 

Valle and Ron Bousso of Reuters. 

 

The weaker performance of technology companies helps explain why the Dow Jones Industrial 

Average (Dow), an index that includes some of the nation’s large blue-chip companies, has 

outperformed the Nasdaq Composite Index, which reflects the performance of the technology 

sector, recently, reported Ben Levisohn of Barron’s.  

 

“And what four weeks it has been. The Dow jumped 14.4% in October and is on pace for its 

best month since January 1976, when the blue-chip benchmark surged 14.41%. The other 

indexes have fallen short of those gains: The Russell 2000…has climbed 11%, the S&P 500 

has gained 8.8%, and the Nasdaq Composite has risen a paltry 5%.” 

 

Investors were also encouraged by last week’s economic data. The Personal Consumption 

Expenditure Price Index (PCE), which is the Federal Reserve’s favored measure of inflation, 

“…increased 4.2 percent [in the third quarter], compared with an increase of 7.3 percent [in the 
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second quarter]. Excluding food and energy prices, the PCE price index increased 4.5 percent 

[in the third quarter], compared with an increase of 4.7 percent [in the second quarter].”  

 

Investors hope evidence that price increases are not accelerating will cause the Fed to 

reevaluate the pace of rate hikes, reported Jacob Sonenshine and Jack Denton of Barron’s. 

 

While recent stock market gains have been a respite for investors, corporate earnings are not 

as strong as the top line numbers suggest. When the energy sector is excluded, the blended 

corporate earnings rate was down 3.5 percent for the third quarter.  

 

Last week, major U.S. stock indices rose, and yields for many maturities of U.S. Treasury 

moved lower. 

 
*The blended rate combines actual earnings/profits for companies that have reported with consensus 

estimates for companies that haven’t yet reported. 

 

 

 
 

What Do You Know About Economics? 

 

Adam Smith defined economics as “an inquiry into the nature and causes of the wealth of 

nations.” Alfred Marshall offered an alternative option: Economics is the study of humans “in the 

ordinary business of life.” No matter how you define it, economics shapes and influences our lives. 

Test your knowledge of all things economic by taking this brief quiz. 

 

1. The first version of the board game Monopoly was created to help people understand 

the:  

a. Harm done by monopolies  

b. Advantages of monopolies 

c. How family members think and collaborate 

d. None of the above  
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2. What is the paradox of thrift? 

a. Saving more can lead to economic growth 

b. Shoppers can find valuable items in thrift stores 

c. Saving more can lead to economic slowdown 

d. Spending less today could mean having more in retirement 

 

3. Which of the following is not thought to cause prices to increase? 

a. The Fed raising rates 

b. Consumer spending 

c. Demand for goods increasing 

d. People thinking prices will move higher 

 

4. Generally, macroeconomics considers the role of governments in a market economy. 

What historical event led to the study of macroeconomics? 

a. The Credit Crisis of 1772 

b. World War II 

c. The Great Depression 

d. The Oil Crisis of 1973 

 

Answers: 

 

1) A. Originally called “The Landlord’s Game”, Monopoly was created by Elizabeth Magie to 

demonstrate what she considered to be the destructive effect of monopolies. 

2) C. While saving is good for the individual, it can be detrimental to a nation’s economy. 

When people save more and spend less, national economic growth tends to slow. 

3) A. The Fed raises rates to reduce demand, which can help bring prices down, lowering 

inflation.  

4) C. The Great Depression led to the study of macroeconomics. 

 

Best regards, 

  

Andrew Zittell 

Yerba Buena Financial Partners 
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Sources: 
 

https://www.investopedia.com/ask/answers/070615/what-difference-between-earnings-and-profit.asp  

https://lipperalpha.refinitiv.com/wp-content/uploads/2022/10/TRPR_82201_20221028.pdf  

https://www.reuters.com/business/energy/wrapup-global-oil-giants-rake-massive-profits-third-quarter-2022-10-28/  

https://www.barrons.com/articles/stock-market-dow-nasdaq-dot-com-bubble-51667004324?refsec=the-

trader&mod=topics_the-trader (or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2022/10-31-

22_Barrons_Shades%20of%20the%20Dot%20Com%20Bust_4.pdf)  

https://www.bea.gov/sites/default/files/2022-10/gdp3q22_adv.pdf [See Table 4] 

https://www.barrons.com/livecoverage/stock-market-today-102822/card/stocks-drop-after-brutal-week-for-big-tech-

earnings-BpI0odeClhgz6Ovfw41T (or go t 

https://resources.carsongroup.com/hubfs/WMC-Source/2022/10-

31_22_Barrons_Stocks%20Rallied%20After%20a%20Brutal%20Week%20for%20Tech%20Earnings_6.pdf)  

https://www.bloomberg.com/markets/stocks  

https://home.treasury.gov/resource-center/data-chart-center/interest-

rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value_month=202210  

https://corporatefinanceinstitute.com/resources/knowledge/economics/what-is-economics/  

https://www.brainyquote.com/quotes/john_kenneth_galbraith_105472?src=t_economics  

https://www.atlantafed.org/economy-matters/quiz/2018/0621-terms-and-conditions (or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2022/10-31-

22_Federal%20Reserve%20Bank%20of%20Atlanta_11.pdf)  

https://research.stlouisfed.org/publications/page1-econ/2012/05/01/wait-is-saving-good-or-bad-the-paradox-of-thrift/  

https://www.thebalancemoney.com/causes-of-inflation-3-real-reasons-for-rising-prices-3306094  

https://www.jstor.org/stable/2077848   
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