




FOMC  Meeting  Initial Reaction 

The FOMC elected to hold the fed funds rate unchanged at 5.25%-5.50%, 
while noting that the Committee wants greater confidence that inflation is 

6 months of better inflation data has eased their concerns and justifiably 
increased the odds of rate cuts this year.  However, they are not declaring 
victory and need more data to confirm the ongoing trend.  Chairman 
Powell also pushed back on the notion that a March cut should be 
expected.   

The initial reaction by financial markets has been slightly lower 
expectations for a March cut (now 37% odds).  Markets are still pricing in 
a May cut and 5+ cuts in 2024, but these can change.  The data will 
remain influential on Fed expectations, either supporting the current 
economic trend (and market mood) or disrupt it.  Over the next week, we 
receive January ISM Manufacturing and Services surveys, along with the 
January jobs report on Friday.   

Source: FactSet, Bloomberg 

37% odds of March cut, May cut 
priced in, and 5+ cuts in 2024 

Initial reaction- lower 
stock prices on reduced 

expectations for a 
March cut 



Q4 Earnings Season 

37% of the S&P 500 has now reported Q4 earnings with 72% of 
companies beating downwardly revised estimates by a median of 
3.3%.  The aggregate earnings surprise is -2.3%, reflecting -9.7% 
q/q earnings growth.  The average 3-day price reaction has been 
muted at 0.9% with 56% of stocks trading higher on their 
announcement.   

A big theme to watch during earnings season is mega-cap Tech 
dominance vs. virtually everything else.  Tech earnings began over 
the past week and have seen a solid 7.1% positive surprise on the 
best earnings growth across sectors.  However, initial reactions on 
those results have been weak with the average 3-day Tech reaction 
being -1.4%.  This shows a high bar for results after their sharp 
gains, and we are interested to see the follow-through on a relative 
basis vs. the S&P 500 going forward.  Relative earnings trends are 
favorable for Tech, but will that momentum subside? 

Source: FactSet 

Earnings surprise 
less than the norm

% EPS Avg 1D Price 3-Day
S&P 500 Sector Y/Y Q/Q Surprise Positive Inline Negative Q4'23 2024 2025 Reaction Reaction
S&P 500 -0.1 -9.7 -2.3 105 8 31 -2.0% -0.8% -0.4% 0.4% 0.9%
Information Technology 16.9 11.1 7.1 17 1 1 1.1% -0.3% 0.0% -0.8% -1.4%
Real Estate 0.9 -1.4 0.9 2 1 1 0.3% 0.1% 0.2% -0.1% 0.2%
Communication Services 45.6 -3.2 -1.6 1 1 3 -0.6% -0.9% -0.4% 2.1% 3.4%
Industrials -0.1 -3.1 6.4 23 1 3 3.1% 0.0% -0.5% 0.6% 0.8%
Consumer Staples 0.8 -6.8 5.9 10 0 1 1.0% -0.3% -0.3% 1.8% 2.8%
Health Care -19.3 -8.4 9.0 7 1 2 1.5% -1.1% -0.7% 0.7% 1.7%
Energy -27.9 -12.2 20.1 5 0 1 0.1% -6.1% -3.4% 1.7% 3.0%
Materials -21.9 -16.6 8.1 6 0 1 -1.6% -2.3% -0.3% 2.1% 2.0%
Utilities 27.7 -24.1 6.4 1 0 1 -2.5% -0.3% 0.0% 1.4% 3.5%
Consumer Discretionary 24.6 -25.0 5.2 10 0 3 1.0% -0.9% -0.3% -2.9% -1.7%
Financials -20.1 -30.3 -21.9 23 3 14 -16.7% 0.2% 0.3% 0.3% 0.7%

# of Companies Reporting Est. Chg Since 12/31/23% Q4 Est. EPS Growth



Technical: S&P 500 

Source: FactSet 

S&P 500 +20% since 
the October lows 

The S&P 500 has continued its upward 
momentum, now up 12 of the past 13 
weeks and +20% since the late October 
lows.   

Additionally, January is set to finish up 
+2% which increases the odds of gains
for the full year, i.e. the January

been positive, the S&P 500 has finished
the year positive 79% of the time.

So far, 2024 is painting a good picture- 
economic data has been supportive, 
inflation is moving lower, interest rates 
are moderating, and Fed messaging has 
been easier. 

Until something alters the influences, 
expect higher prices to be the prevailing 
trend. 

Short-term support to monitor: 
~4800- horizontal support at prior highs 
4790- 30 DMA which held twice in 
January 
4710- 50 DMA 
4600- July highs and 38% Fibonacci 
retracement of up-move since October 



Rotation Making A Stand 

Relative strength for the equal-weighted S&P 500 came down to support and has been able to hold so far.  This is an initial stand; and we would like to 
see relative strength develop a base or uptrend, which would indicate broader market participation.  Mega-cap Tech stocks remain in the best trends 
supported by fundamental strength, but will this uptrend begin to subside with Tech pulling back on earnings this week?  We will need to evaluate 
forward estimates and follow-through for the stocks in order to build conviction on potential rotation. 

Source: FactSet (M24-404916) 

S&P 500 Equal-
Weighted 

Magnificent 7 Tech 




