
Weekly Market Guide

As expected the Fed raised the federal funds rate by 25 bps yesterday, the smallest increase since March 2022 at the beginning

of the rate hike cycle. The market interpretation was positive with the S&P 500 rallying despite Chairman Powell hinting that a

couple more rate hikes from here may be necessary, a suggestion that the market seems to be ignoring for now, with market

expectations seeming to be more optimistic that the rate hike cycle is coming to an end much sooner than the Fed suggests.

Overall, equity markets continue to show resiliency with the S&P 500 up 7.3% to begin the year. Despite mixed messages, 

where on one hand the economy appears to be weakening and companies remain cautious, the interpretation by the market 

has been positive and the technicals seem to be telling a much different story than headlines would suggest as positives 

continue to mount. The S&P 500 broke above its recent downtrend, and If the old adage “as goes January, so goes the year” 

holds true, 2023 should be a positive year for the S&P 500. Moreover, the 50-DMA is attempting to break above the 200-DMA 

while cyclicals are beginning to see relative performance improvement vs. defensive areas.

Overall, the interpretation seems to reflect a goldilocks scenario: 1) inflation, which was the biggest headwind over the last

year, seems to be moderating as reflected by the ECI data this week, 2) the job market remains strong (with JOLTS job 

openings increase to almost 2 jobs per unemployed person), and 3) despite some softening in the macro and risk to further 

earnings revisions lower, the expectations is that the Fed is nearing the end of the rate hike cycle and a potential slowdown/

recession will likely be mild and short-lived. Given that equities are forward looking, it appears the market is discounting the 

positives for now.

That said, we believe given the quickly shifting economic backdrop and market interpretations of every move by the Fed, we

would favor equities to remain in the 3700-4300 range as volatility is likely to persist. Longer-term, we believe that equities

present attractive risk/reward for investors and that stocks will be climbing by year-end. But for those investors trying to be

timely, we recommend pragmatism and patience. Accumulate favored stocks over time as the trend evolves, refrain from 

chasing the rally periods, and use the weak periods as opportunity within a long-term perspective.

Equity Market
Indices Year to Date 12 Months
Dow Jones Industrial Avg 2.9% -3.7%
S&P 500 7.3% -9.4%
S&P 500 (Equal-Weight) 8.4% -2.2%
NASDAQ Composite 12.9% -17.6%
Russell 2000 11.3% -4.4%
MSCI All-Cap World 8.1% -9.6%
MSCI Developed Markets 8.6% -6.2%
MSCI Emerging Markets 9.0% -14.1%
NYSE Alerian MLP 5.6% 13.4%
MSCI U.S. REIT 11.0% -12.8%

S&P 500 Sector
Sectors Year to Date Weighting

Consumer Discretionary 17.2% 10.7%
Communication Svcs. 15.8% 7.9%
Information Technology 11.8% 26.8%
Real Estate 10.7% 2.8%
Materials 9.7% 2.8%
S&P 500 7.3% -
Financials 6.7% 11.6%
Industrials 4.4% 8.4%
Energy 0.8% 4.9%
Consumer Staples -0.3% 6.7%
Health Care -1.6% 14.6%
Utilities -1.9% 2.9%

Price Return

Price Return

Source: FactSet, RJ Equity Portfolio & Technical Strategy



MACRO: US 
The macro calendar was busy this week with several key reports include PCE, 
which is the Fed’s favored gauge of inflation, along with employment cost 
index, which both suggested that inflation is moderating (from elevated 
levels).  While slowing inflation is a positive, there continues to be mounting 
data that the economy is on the precipice of a slowdown, excluding the jobs 
market, with ISM Manufacturing and New Orders pushing deeper into 
contraction territory.  The quickly shifting data is likely to continue to 
produce mixed messages, which will make the debate around the pace of 
rate hikes ongoing.  But for now, the Fed is, as expected, continuing to point 
to ongoing rate increases, albeit at a much slower pace.    

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy

Economic Report Period Actual Consensus Prior Revised
Personal Income Dec 0.20% 0.20% 0.40% 0.30%
Personal Spending Dec -0.20% -0.20% 0.10% -0.10%
Real Personal Spending Dec -0.30% -0.10% 0% -0.20%
PCE Deflator YoY Dec 5% 5% 5.50%
PCE Core Deflator YoY Dec 4.40% 4.40% 4.70%
Pending Home Sales MoM Dec 2.50% -1% -4% -2.60%
U of Michigan Sentiment Jan F 64.9 64.6 64.6
U of Michigan Current Conditions Jan F 68.4 68.6 68.6
U of Michigan Expectations Jan F 62.7 62.0 62.0
Dallas Fed Manufacturing Activity Jan -8.40 -15.00 -18.80 -20.00
Employment Cost Index 4Q 1% 1.10% 1.20%
FHFA House Price Index MoM Nov -0.10% -0.50% 0.00%
MNI Chicago PMI Jan 44.3 45.0 44.9 45.1
Conf. Board Consumer Confidence Jan 107.1 109.0 108.3 109.0
MBA Mortgage Applications 27-Jan -9% - 7.00%
ADP Employment Change Jan 106K 180K 235K 253K
S&P Global US Manufacturing PMI Jan F 46.9 46.8 46.8
Construction Spending MoM Dec -0.40% 0% 0.20% 0.50%
ISM Manufacturing Jan 47.4 48.0 48.4
ISM Prices Paid Jan 44.5 40.4 39.4
ISM Employment Jan 50.6 - 51.4 50.8
ISM New Orders Jan 42.5 - 45.2 45.1
JOLTS Job Openings Dec 11.012M 10.300M 10.458M 10.440M
Nonfarm Productivity 4QP 3% 2.40% 0.80% 1.40%
Unit Labor Costs 4QP 1.10% 1.50% 2.40% 2.00%
Initial Jobless Claims 28-Jan 183K 195K 186K
Continuing Claims 21-Jan 1,655K 1,684K 1,675K 1,666K

The quickly shifting macro 
backdrop continues to 

produce mixed data points 

Despite the tight labor 
market, wage inflation saw 
some moderation in 4Q…
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…ISM Manufacturing is 
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FUNDAMENTALS 

Earnings expectations continue to moderate with the 2023 S&P 500 EPS 
estimate revised 2.6% lower since the beginning of the year.  Currently, 
consensus is expecting 2.7% earnings growth in 2023 in contrast to our 
expectation for earnings to see a slight contraction to $215 in 2023.  Based 
on leading economic indicators (as seen to the right), consensus earnings 
are likely to continue to moderate as we go through the year.   

From a sector standpoint, the more defensive sectors, as expected during 
economic uncertainty, are seeing the fundamentals hold up better on a 
relative basis.  Consumer Discretionary is interesting as it has seen sharp 
revisions lower since the beginning of the year, however, during earnings 
season, as seen later, this sector is seeing some of the highest percentage of 
surprises. Overall, throughout earnings season, company comments on the 
earnings outlook have continued to steer increasingly cautious. 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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TECHNICAL: S&P 500 

The S&P 500 remains resilient with technical 
momentum improving despite the data flow from 
earnings season pointing to some sluggishness at 
the corporate level and the economic backdrop 
softening. The market seems to be optimistic that a 
goldilocks scenario may transpire.  Inflation, which 
has been one of the biggest headwinds over the 
last year, looks to be moderating and the U.S. jobs 
market remains strong, with nearly 2 jobs openings 
per unemployed worker.   

For now,  the data points will remain mixed given 
the quickly shifting macro outlook, but it appears 
the charts are telling a slightly different story than 
the headlines suggest as the positives continue to 
mount—the S&P 500 recently broke above its 
downtrend, January effect has historically been 
positive for equities, the 50-DMA is attempting to 
break above 200-DMA, cyclical relative 
performance is positive vs. defensive, and credit 
spreads remain contained.  

We would continue to remain in the camp the 
market is rangebound in the 3700-4300 level until 
we get further clarity, but the recent data points 
are increasing the odds in our favorable long-term 
outlook for equities.  The next areas of resistance is 
4244 (Fibonacci projection) followed by horizontal 
resistance around 4300 while initial support would 
be around the short-term uptrend line around 
3917, followed by 3853 and 3800. 
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Downtrend may be evolving into 
more of a sideways trend 
(potentially ~3700-4300) 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy



FOMC DECISION 
As expected, the FOMC continued to increase rates yesterday, this time 25 bps 
(which is the slowest pace of increase since March 2022 when the rate hike 
cycle began).  However, it appears the market is more convinced that the rate 
hike cycle is coming to an end (as seen below) than what the Fed continues to 
talk about.  While there was no mention of the terminal rate in the statement, 
Chairman Powell continues to hint that a couple more rate hikes from here 
may be necessary, of course while remaining data dependent.  The recent 
inflation data continues to point to moderation, which likely is due to the 
lagging impact from 450 bps of rate increases thus far this cycle.  Moreover, 
looking to the right, the 2-year yield, which has historically been pretty 
accurate on the direction of where the Fed is heading, has been moving lower, 
and the Fed fund target rate is near the recent peak, suggesting that a pause 
in the rate hike cycle may be near.   

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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Fed fund target rate is 
now at the recent peak of 

the 2-year yield, which 
has historically been 

pretty accurate on the 
direction the Fed is 

heading 

Market expectations seem to be 
more optimistic that the rate hike 
cycle is coming to an end than the 
“couple more hikes from here” the 

FOMC hinted at yesterday. 




