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OUTLOOK

Equities and bonds are contemplating their next move ahead of an
important week on multiple fronts including the Fed’s interest rate decision
on Wednesday (2/1) along with key technology earnings releases later in
the week from the likes of Apple, Alphabet, Meta, and Amazon. This is
also a key week for important economic data including the January jobs
report and the ISM readings on the manufacturing and services sector of
the US economy.

The S&P 500 has now climbed +14% from its October bear-low and is
approaching a key technical level of 4,100 that could determine if the
index will continue its recent move higher, or roll back over like it did in
2022 during similar bear market rallies. We still maintain the stance that
there is likely further market downside from here before the benchmark
finds it cycle bottom and ultimately rebounds to finish the 2023 year in
positive territory.

The Fed is expected to announce a 0.25% rate hike on Wednesday,

February 1st as inflation continues to slowly recede. Investors will turn to
Chairman Powell’s press conference following the midday announcement
to absorb any hints from him on where rates could go throughout the next
couple months and for the current cycle in general.

JANUARY SIGNALS

Historical S&P Annual Returns are good when it posts solid returns
in January.

The S&P 500 is up +5.3% YTD 2023 as we enter the last trading day of
January. Here’s an updated table that shows full year market returns are
usually pretty good when January posts strong returns like we see now.
Those annual returns are even better when it’s up during the Santa Claus
Rally and the first 5 trading days of the year like we have seen in this
cycle.

As shown on the bottom of the table, the S&P 500 on average is up
17.5% when these 3 January return metrics are positive like we’re
currently witnessing. There have only been 3 years out of 33 when this
indicator didn’t work as shown in red (i.e. it works 90% of the time).

MARKET SUPPORT

The next level of resistance to watch for the S&P 500 on the upside is at
4,100.

The next levels of support to watch for the S&P 500 on the downside are at
around 3,800, followed by 3,666.

These are key technical levels we look for the market to either hold or
push through when look at the potential for future moves. Common support
levels can be the 50- and 200-day moving averages as well as other
technical levels such as previous market highs or lows.

WHAT WE ARE WATCHING

The following economic data is slated to be released during the week
ahead:

Monday: ---

Tuesday: S&P Case-Shiller home price index (Nov.), Consumer
confidence index (Jan.)

Wednesday: FOMC Meeting Announcement, ISM Manufacturing
(Jan.), JOLTS Job Openings (Dec.)

Thursday: Weekly initial unemployment claims

Friday: Nonfarm Payrolls (Jan.), ISM services index (Jan.)

COMPOUND INTEREST

What is compound interest? Simply put, it is a powerful force that allows
someone to invest a sum of money today that will grow into a much larger
amount.

Compound interest is sometimes described as “interest on interest.” It
means earning interest on your original principal—plus on the interest
your investment generates.

If the idea of watching your money grow interests you….did you know
you can contribute monthly to your LPL Investment account, even as little
as $25/month?

Click below to use our simple calculator to illustrate the potential impact of
compound interest on the future value of an asset.

Calculator
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