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The S&P 500 is attempting to bounce after pulling in ~17% since the mid-August peak. While the predominant market trend

remains lower for now, we do believe an oversold rally could transpire to the 3900-4000 area in the short-term for several reasons:

A two-month 17% decline from mid-August to recent low is enough to produce a bounce. The two prior down waves

experienced this year contracted -14% and -21%.

Earnings season: companies do a good job of managing expectations to allow for upside surprises. Since Q3 earnings

season began last week, 80% of companies announcing have beaten by an average of 4.2%. The average 3-day price reaction

on earnings has been 0.8%. To be sure, forward estimates are still trending lower and we expect that to continue as Fed

tightening acts with a lag on the economy- but a lot of negative news has already been priced in with the S&P 500 -25% off

its highs. Additionally, the sharp decline of equities into earnings announcements may have been “too far, too fast” based

on the actual results coming out.

Real Yields appear to be in a basing period. The previous basing period coincided with a 19% rally from the mid-June lows

to mid-August peak. As a reminder, the sharp upside in real yields experienced this year has a strong inverse correlation on

market valuations and positioning.

The S&P 500 found support near the 200-week moving average, which has been a good level over the past decade in weak

periods. Although the index may undercut it ultimately as the bear market runs its course, the key support level is unlikely

to fail in the first attempt.

3900-4000 is the 61.8% retracement level of the recent down wave and would be a 14% rally from the recent low. The two

prior bear market rallies this year saw similar retracements of 11% and 17%. Moreover, the 3900-4000 price area resides

between the 50- and 200-day moving average and is near horizontal resistance.

Our underlying view remains that inflation should moderate over the next year, easing strains on monetary policy, bond yields,

and equity valuations. However, the timeline of this improvement remains uncertain in the shorter-term, and volatile economic

data is likely to correspond with volatile markets for now. Despite this, we believe a lot of economic and earnings downside

is already priced in at current levels. Recessionary bear markets go down 33% on average over 13 months, but the S&P 500 is

already down 25% over 9 ½ months. With this in mind, we recommend investors maintain focus on the long-term bull market

opportunity from current levels, despite the elevated likelihood of further volatility over the coming weeks and months.



MACRO: US 
Core retail sales did pick up slightly in September, but real consumption (ex-
inflation) continues to be very sluggish.  High inflation is eating into disposable 
income as well as savings rates and, when combined with weak asset prices, is 
resulting in weak purchasing for the US consumer (the backbone of our 
economy).  The longer high inflation persists, the more pressure it will put on 
real consumption.  And the Fed is unwilling to provide support yet with the labor 
market solid for now.  We expect a 75bps hike at the 11/2 FOMC meeting and for 
the Fed to maintain its overall hawkish bias for now.  Influences to monitor over 
the next few weeks include Q3 earnings season (through November), September 
PCE and Q3 Employment Costs on 10/28 (Fed’s favored measures of inflation 
and wages), FOMC rate decision on 11/2, Q3 Productivity (inflation offset) on 
11/3, October Jobs report on 11/4, and October CPI on 11/10.  

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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Event Period Actual Consensus Surprise Prior 
Export Price Index NSA M/M SEP -0.80% -0.90%  0.10% -1.7%
Import Price Index NSA M/M SEP -1.2% -1.1% -0.10% -1.1%
Retail sales ControlGroup M/M SEP  0.35%  0.10%  0.25%  0.22%
Retail sales Ex AutoFuel M/M SEP  0.28%  0.20%  0.08%  0.58%
Retail Sales ex-Auto SA M/M SEP  0.10%  0.0%  0.10% -0.10%
Retail Sales SA M/M SEP  0.0%  0.20% -0.20%  0.40%
Business Inventories SA M/M AUG  0.80%  0.90% -0.10%  0.50%
Michigan Sentiment NSA (Preliminary) OCT  59.8  59.0  0.80  58.6
Empire State Index SA OCT -9.1 -4.0 -5.1 -1.5
Capacity Utilization NSA SEP  80.3%  79.9%  0.35%  80.1%
Industrial Production SA M/M SEP  0.40%  0.10%  0.30% -0.10%
NAHB Housing Market Index SA OCT  38.0  43.0 -5.0  46.0
Building Permits SAAR (Preliminary) SEP  1,564K  1,530K  34.0K  1,542K
Housing Starts M/M SEP -8.1% -6.7% -1.5%  13.7%
Housing Starts SAAR SEP  1,439K  1,465K -26.0K  1,566K
Continuing Jobless Claims SA 10/08  1,385K  1,375K  10.0K  1,364K
Initial Claims SA 10/15  214.0K  235.0K -21.0K  226.0K
Philadelphia Fed Index SA OCT -8.7 -5.0 -3.7 -9.9
Existing Home Sales SAAR SEP  4,710K  4,690K  20.0K  4,780K
Leading Indicators SA M/M SEP -0.40% -0.30% -0.10%  0.0%



% EPS % Companies Est. Chg
S&P 500 Sector Y/Y Q/Q Surprise w/ Beats Q3'22
S&P 500 2.1 -2.9 0.0 62 -0.1%
Utilities -7.2 33.3 - - -0.2%
Communication Services -17.8 -0.9 34.2 100 0.8%
Health Care -5.9 -8.7 6.5 100 1.0%
Energy 120.2 -13.9 4.0 100 -1.2%
Real Estate 10.8 1.2 3.6 100 0.2%
Consumer Staples -2.6 -0.6 3.5 80 -0.1%
Financials -14.8 -3.7 0.5 67 -1.0%
Industrials 26.0 0.4 -5.3 56 0.3%
Information Technology -4.0 -1.4 -8.6 50 -0.1%
Consumer Discretionary 10.3 23.4 -16.0 20 -0.3%
Materials -11.1 -26.8 -22.5 0 -0.7%

% Q3 Est. EPS Growth

Q3 EARNINGS SEASON 
Q3 earnings season kicked off over the past week, and 18% of the S&P 500 
market cap has already reported results.  Since last Thursday, 80% of those 
reporting are announcing earnings beats by an average of 4.4%.  This is an 
improvement from some of the weak “early reporters” pre-announcing well 
below expectations.  Consequently, the market reaction to results has been 
good with stocks trading up 0.8% on average (3-day price reaction).   

To be sure, forward estimates are still trending lower and we expect that to 
continue as Fed tightening acts with a lag on the economy- but a lot of 
negative news has already been priced in with the S&P 500 -25% off its 
highs. Additionally, the sharp decline of equities into earnings 
announcements may have been “too far, too fast” based on the actual 
results coming out.  Q3 earnings season really heats up over the next 
couple of weeks with 161 S&P 500 stocks reporting next week (including 
numerous big Tech companies) and 154 the following week.   

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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RJ Estimates 
2022: $220 
2023: $215 



TECHNICAL: S&P 500 
The S&P 500 is attempting to bounce after pulling in 
~17% since the mid-August peak. While the 
predominant market trend remains lower for now, 
we do believe an oversold rally could transpire to the 
3900-4000 area (14% bounce off recent low) in the 
short-term for several reasons: 

• 17% decline from mid-August to recent low is
enough to produce a bounce

• Earnings season: companies do a good job of
managing expectations to a point to allow for
upside surprises

• Real Yields look to be in a basing period.
Previous basing period coincided with 19% rally
from June to August peak

• 200-week moving average- although it may be
undercut as the bear market runs its course, it is
unlikely to fail in the first attempt

• 3900-4000- 61.8% retracement of recent down-
wave.  This technical area is between the 50- and
200-day moving average resistance levels, and
near horizontal price resistance

Conversely, if the market turns over, watch for 
support at 3558-3518 (closing basis). If 3518 is 
broken, the next support levels are at 3394 and 3234. 
There is plenty of economic releases over the next 
couple of weeks that could influence market action, 
including the FOMC announcement on 11/2. 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy 
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REAL YIELDS 
Real yields have been a significant 
influence on market trends and 
positioning this year.  As they have 
surged higher in 2022, the equity 
market has come under pressure.  
And overall, real rates are still 
trending higher and the S&P 500 is 
still trending lower. 

However, in the short-term real 
yields appear to be in a basing 
period as they consolidate from 
extended levels on the upside.  And 
this may allow equities to 
experience a bear market rally.  
The previous basing period in the 
5-year TIPS yield coincided with a 
19% rally for the S&P 500 from the 
mid-June lows to mid-August peak.

Source: Bloomberg Charting Platform, FactSet, Raymond James Equity Portfolio & Technical Strategy
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