


MACRO: US 

It was an eventful week on the macro front with most data points 

growth of -0.9% for 2Q, which marks the second consecutive quarter of 
negative GDP growth.  Personal consumption remains a bright spot with 
growth of 1%, but it did decelerate from the prior reading of 1.8%. The 
debate on whether we are in the midst of a recession will continue, but 
without a doubt, the macro is softening. U.S. Services PMI had a surprise 
move into contractionary territory for July at 47, while Manufacturing 
PMI remained expansionary (above 50) at 52.3.   Conference Board 
Consumer Confidence for July continued its downward trend to 95.7, 
which came in below consensus of 97. 

Despite the weakening in macro data, the Fed raised rates by 75 bps as it 
continues aggressively fight off high inflation.  For now, the jobs market 

consensus are something we will continue to monitor.   

Source: FactSet, RJ Chief Economist Eugenio Aleman, Raymond James Equity Portfolio & Technical Strategy

Event Period Actual Consensus Prior Revised
S&P Global US Manufacturing PMI Jul P 52.3 52 52.7
S&P Global US Services PMI Jul P 47 52.7 52.7
S&P Global US Composite PMI Jul P 47.5 52.4 52.3
Chicago Fed Nat Activity Index Jun -0.19 0 0.01 -0.19
Dallas Fed Manf. Activity Jul P -22.6 -18.5 -17.7
FHFA House Price Index MoM May 1.40% 1.50% 1.60% 1.50%
Richmond Fed Man. Index Jul 0 -14 -11 -9
Conf. Board Consumer Confidence Jul 95.7 97 98.7 98.4
Conf. Board Present Situation Jul 141.3 147.1 147.2
Conf. Board Expectations Jul 65.3 66.4 65.8
New Home Sales Jun 590K 655K 696K 642K
Durable Goods Orders ex-Transportation Jun P 0.30% 0.20% 0.70% 0.50%
Cap Goods Orders Nondef ex Air Jun P 0.50% 0.20% 0.60% 0.50%
Pending Home Sales MoM Jun -8.60% -1% 0.70% 0.40%
GDP Annualized QoQ 2Q A -0.90% 0.40% -1.60%
Personal Consumption 2Q A 1.0% 1.2% 1.8%
Core PCE QoQ 2Q A 4.40% 4.40% 5.20%
Initial Jobless Claims 23-Jul 256K 250K 251K 261K
Continuing Claims 16-Jul 1,359K 1,386K 1,384K

2nd consecutive 
quarter of negative 

GDP growth, but 
consumer spending 

remains a bright spot 

Services PMI 
Manufacturing PMI 

US Services PMI (47) had a surprise 
move into contractionary territory 
while US Manufacturing PMI (52.3) 

remains expansionary 



FUNDAMENTALS 

It has been a very busy week on the earnings front.  Overall, companies generally have 
seen a 2.4% EPS surprise as 68% of companies have beat earnings expectations.  While 
this is positive, this is below the 5-year average of 8.8% EPS surprise and 77% of 
companies beating expectations.  The softening macro mixed with elevated inflation 
has resulted in some moderation in earnings expectations.  We would expect this trend 
to continue as we remain below consensus expectations for both 2022 and 2023 at $220 
and $215, respectively, vs. consensus of $225.54 and $244.37. 

Generally, price reaction has been challenging this earnings season within the S&P 500 
with only one sector seeing positive returns in the 3-days following earnings 
announcements.  Not surprisingly, this sector (Consumer Staples) is the sector seeing 
the largest earnings surprise this quarter.  On the other hand, Communication Services 
is seeing the worst stock reactions following earnings, and this sector is also seeing EPS 
surprises to the downside.   

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

We continue to characterize the recent 
improvement of the S&P 500 as a bear market rally 
rather than a sustained move higher in the near-
term.  Bottoming is usually a process and during 

bear market rallies with 10% relief off oversold 
levels, before quickly rolling over and moving to 
new lows.  While we are not saying this time is the 
same, we will need more evidence of sustained 
upside before increasing our conviction that the 
lows are in.  For now, despite the recent positives 
over the past weeks, the dominant trend continues 
to be lower, and until the trend changes, we could 
expect further volatility.   

The S&P 500 closed the gap above 4017 yesterday 
and the next area of significant resistance is likely 
around 4162.  For now, we believe this remains a 
counter trend rally as the market is in overbought 
territory, predominant trend is lower, and defensive 
sectors remain leadership. However, if the S&P 500 
is able to break above the 4162-4200 and some 
broadening out of participation, investors can start 
to buy dips rather than sell rips.  On the downside, 
initial support is likely around the 50-DMA at 3919 
followed by the 21-DMA at 3879 and then 3742.   

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy 

Some positives over the past 
weeks, but a lot of work needed 

to rebuild the overall trend 



Source: FactSet, Raymond James Equity Portfolio & Technical Strategy

FED POLICY 

akened, it seems appropriate for the 
Fed to remain on path to raise rates to combat elevated inflation, albeit the pace of rate hikes is likely to slow after two consecutive meetings of 75 bps increases.  

onference call. Currently, the 
market  implied expectations is for 3 more rate hikes this year (with a 50 bps increase at the September meeting followed by a 25 bps increase at the November 
meeting.  However, the shape continues to change as we look out to 2023.  Currently, the  market expectation is for two 25 bps rate cuts.  Historically, the 2-year 
Treasury yield has been pretty accurate on where the Fed is heading, so we will monitor.    
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Source: Bloomberg, Raymond James Equity Portfolio & Technical Strategy 

DEFENSIVE STOCKS REMAIN LEADERSHIP 

Despite the recent improvement in cyclical vs. defensive (as seen below) to the top end of the range, the trend remains downward.  Historically, when Defensive 
sectors have been leadership, this is not indicative of sustains market rebounds.  Given that cyclicals relative performance vs. defensive appears to continue to 
trend lower, we would be suspect of the recent bear market rally.   

Cyclical relative 
performance has improved 
vs. Defensive, but remains 

in a downtrend 



Source: FactSet, Raymond James Equity Portfolio & Technical Strategy 

SEASONAL TRENDS 

While we do not recommend relying on the calendar alone, from a seasonality perspective, the market may be entering a period historically characterized by 
increased volatility and continued choppiness in the market, suggestive that the recent move higher may not be durable.  As seen below (to the left),  VIX 
seasonality tends to increase starting about now.  Moreover,  as seen to the right, the increased volatility has been consistent with some sideways consolidation 
in markets since 1960.  We will continue to monitor for increased volatility in the near-term.   

We are 
here 



Source: FactSet, Raymond James Equity Portfolio & Technical Strategy (M22-4877590) 

TECHNOLOGY 

We will continue to monitor the software and semiconductor sectors for signals on the next directional move from the Technology sector.  Overall, software, which 
was seeing relative performance begin to improve off the bottom (with higher lows), recently saw a brief breakdown in relative performance.  We believe this is 
likely a shake-out as it quickly recovered.  Moreover, semiconductors on an absolute and relative basis are near the upper end of their recent trading trends.  Recent 
company commentary is suggestive that the demand environment remains resilient in most areas, but supply chain issues persist.  On the technical side, a sustained 
breakout could be a positive signal for the overall Technology sector.  

Software 

Semiconductors 

Break down looks like 
a shake-out rather 

than a broken trend 




