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August 26, 2022 

 

Earnings Without Energy 

 

We have had a couple of back-to-back quarters of negative real GDP growth.  This is 

typically the layman’s definition of recession.  Many market strategists and economists 

have said we are not in recession because corporate earnings are growing. 

 

With 90% of the S&P 500 companies having reported second quarter earnings, the 

overall earnings growth rate of the S&P 500 is 6.7%.  On the surface, this does appear 

to be a positive. 

 

It turns out that when we remove the very positive year-over-year earnings growth of the 

energy sector (up 299%), the rest of the S&P 500 had a year-over-year decline in 

earnings of -3.7%.  Negative earnings growth of the S&P 500 ex-energy reinforces the 

argument that the economy is currently in a recession. 

 

A strong labor market is often cited as evidence the economy is expanding and 

inflationary pressures remain strong.  When we look at current employment statistics 

from online job listings, we see job openings have declined by about 40% in recent 

months.  The Goldman Sachs index of hiring expectations has moderated sharply since 

March. 

 

 



 

Employment is a lagging indicator for recessions.  A recent survey of business 

executives by Price Waterhouse Coopers (PwC) indicated that 47% of companies are 

considering or plan to reduce their company’s overall headcount.  Typical of 

recessionary times, we often see the labor market begin to contract when the recession 

has already begun. 

 

Anemic earnings and a slowing labor market suggest inflation will decline sooner and by 

more than currently expected.  If this proves to be the case, the Fed should raise rates 

less than expected which is supportive of higher P/E multiples and less of a dampener 

on economic growth.  Bad news now is good news for the stock market. 

 

Let Us Help You Position Your Portfolio – Give Us a Call Today 

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com. 
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