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Equities have extended their rally over the past week, now up 10% from the recent lows. Less hawkish takeaways on the 

potential Fed path have been the primary catalyst, i.e. a WSJ article stating the Fed may be leaning toward a 50bp hike in 

December (breaking the streak of 75bp hikes), the Bank of Canada hiking by 50bp this week (below expectations for 75bp), and 

discussions that the Fed may act to increase liquidity in the bond market. These influences have contributed to a stall in 

real yields and pullback in the US dollar, in turn pushing equities higher.

We are also in the heart of Q3 earnings season with nearly 50% of the S&P 500’s market cap already reported. Overall, current

results are coming in near expectations, but the -0.6% aggregate earnings surprise is the weakest rate since Q1 2020 (Covid

shutdown). Additionally, forward estimates are moving sharply lower as analysts cut their outlooks into a slowing economic

backdrop. We expect this trend to continue and remain well below consensus estimates for 2023 S&P 500 earnings at $215 vs

$235 consensus given our expectation for a mild recession in early 2023. That said, a lot of negative news has already been 

priced in. Despite the deteriorating fundamental outlook, the average S&P stock has rallied 1.7% on results (3-day price 

reaction). This supports our view that the market pullback was overdone into earnings season, but also that the most 

important influences are currently macro, inflation, and interest rate driven.

Market-implied Fed expectations have retracted slightly over the past week, with higher odds of a 50bp hike in December vs.

75bp previously and the 5% terminal rate in 1st half 2023 shifting toward 4.8%. Upcoming catalysts over the next week include

September PCE and Q3 Employment Costs tomorrow (Fed’s favored measures of inflation and wages), followed by the FOMC

rate decision next Wednesday 11/2. A fourth consecutive 75bp hike is expected at the Fed meeting, but investors will be closely

monitoring any clues toward the potential outlook for December and beyond in the release and press conference.

Technically, the current bounce is just a bear market rally for now that may extend a bit further in the short-term. While the 

overall trend is attempting to become more sideways (vs down), we continue to believe that the market will remain data-

dependent on the economy and inflation. As investors gain clarity that inflation is on a sustainable path lower, the Fed is likely 

to back off, bond yields should moderate, and valuations will be more supportive for equity markets. We expect this to occur 

over the next 12 months, but it also may take time – and volatile data is likely to correlate with volatile markets. Given our 

expectation that this bear market is likely in its later stages but also that volatility may persist over the coming months (with 

the potential for further downside), we believe it is important to maintain balance in portfolios between managing risk while 

also keeping an eye on the longer-term opportunity.



MACRO: US 
US GDP rose 2.6% in Q3, but the underlying data was far less encouraging than the 
headline.  The upside was entirely due to net exports growing 2.8%, while final sales 
to private domestic purchasers (a better indication of economic demand) grew by 
just 0.1%.  This was its slowest rate of growth since Q2 2020 in the Covid shutdown.   

We expect the economic slowdown to continue- a view supported by the October 
PMI surveys showing a contraction in both Manufacturing and Services.  Moreover, 
Fed tightening acts with a lag on the economy- as higher interest rates impact bank 
lending, confidence, and demand.  Our base case economic outlook remains a mild 
recession in early 2023.  A 75bp rate hike is expected at next Wednesday’s FOMC 
meeting (fourth consecutive 75bp hike), but clues on the outlook for December and 
beyond will be paramount for investors. 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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Event Period Actual Consensus Prior 
Treasury Budget NSA SEP  -$429.7B  -$230.0B  -$219.6B
Chicago Fed National Activity Index SEP  0.10  0.0  0.0
PMI Composite SA (Preliminary) OCT  47.3  49.3  49.5
Markit PMI Manufacturing SA (Preliminary) OCT  49.9  51.1  52.0
Markit PMI Services SA (Preliminary) OCT  46.6  49.5  49.3
FHFA Home Price Index AUG  392.0  -  394.6
S&P/Case-Shiller comp.20 HPI M/M AUG -1.3% -0.70% -0.69%
S&P/Case-Shiller comp.20 HPI Y/Y AUG  13.1%  14.1%  16.0%
Consumer Confidence OCT  102.5  105.4  107.8
Richmond Fed Index OCT -10.0  1.0  0.0
Building Permits SAAR (Final) SEP  1,564K  1,564K  1,564K
Wholesale Inventories SA M/M (Preliminary) SEP  0.80%  0.85%  1.4%
New Home Sales SAAR SEP  603.0K  580.0K  677.0K
Continuing Jobless Claims SA 10/15  1,438K  1,388K  1,383K
Durable Orders ex-Transportation SA M/M (Preliminary) SEP -0.50%  0.20%  0.0%
Durable Orders SA M/M (Preliminary) SEP  0.40%  0.60%  0.20%
GDP SAAR Q/Q (First Preliminary) Q3  2.6%  2.0% -0.60%
GDP SA Y/Y (First Preliminary) Q3  1.8%  1.5%  1.8%
Initial Claims SA 10/22  217.0K  222.5K  214.0K
Kansas City Fed Manufacturing Index OCT -7.0  0.0  1.0



BIGGEST MARKET INFLUENCES 
The path of inflation and central bank policy remain the most important market influences- impacting real yields, the US dollar, and global bond yields.  
Positively, all of these have moderated within their uptrends recently, which has supported the bounce in equities.  What we would like to see next is follow-
through technically, which likely will have to build over time with the economic data flow.  Conversely, breakouts to new highs in these will likely correspond 
with renewed pressure on equities. 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy 
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Q3 EARNINGS SEASON 
We are now in the heart of Q3 earnings season- 203 S&P 500 companies have 
now reported and another 200 are set to come through next Friday.  Overall, 
current results are coming in near expectations, but the -0.6% aggregate 
earnings surprise is the weakest rate since Q1 2020 (Covid shutdown). 
Additionally, forward estimates are moving sharply lower as analysts cut 
their outlooks into a slowing economic backdrop.  

We expect this trend to continue and remain well below consensus 
estimates for 2023 S&P 500 earnings at $215 vs $235 consensus given our 
expectation for a mild recession in early 2023. That said, a lot of negative 
news has already been priced in. Despite the deteriorating fundamental 
outlook, the average S&P stock has rallied 1.7% on results (3-day price 
reaction). This supports our view that the market pullback was overdone 
into earnings season, but also that the most important influences are 
currently macro, inflation, and interest rate driven. 

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy
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TECHNICAL: S&P 500 
Equities have extended their rally over the past 
week, now up 10% from the recent lows.  The index 
is now up to the midpoint of its declining trend and 
testing resistance at the 50-day moving average. 

We view the current bounce as just a bear market 
rally for now that may extend a bit further in the 
short-term.  Internals are approaching overbought 
levels but can also stay overbought and extend the 
rally. 

While the overall trend is attempting to become 
more sideways (vs down) in our view, we continue to 
believe that the market will remain data-dependent 
on the economy and inflation. 

In the short-term, continue to watch the 50DMA for 
initial resistance (currently at 3859), horizontal 
resistance around 3910 and then 4083. On the 
downside, we view potential support at 3739, 
followed by 3518.   

Source: FactSet, Raymond James Equity Portfolio & Technical Strategy 
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