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OUTLOOK

Financial markets had a lot to digest last week with the Fed’s rate hike and
Friday’s blowout jobs report. The S&P 500

finished higher for the fourth time in five weeks, despite the benchmark
falling -1% on Friday on the hot jobs report.

As widely expected, the Federal Reserve raised interest rates by
0.25% last week, marking a slowdown from its 0.5% increase in
December. The Fed Funds rate now stands at 4.5% to 4.75%. The Fed
also signaled it would continue to raise rates to return inflation to its 2%
target, despite acknowledging a recent slowdown in the inflation rate, or
“disinflation” as Powell repeatedly mentioned. The Fed’s efforts to rein in
inflation by raising interest rates have still not weakened the strong labor
market. The jobs report released Friday showed the US added 517,000
jobs in January, significantly higher than expected, and the
unemployment rate fell to 3.4%, the lowest level since 1969.

RATE CHART

The market now expects a higher terminal Fed funds rate (or peak rate) of
about 5.1% (blue line), a level more in-line with the Fed’s actual
projections. You can see just a month ago (orange line) the market
expected a lower terminal rate.

Rate cuts on the other hand are a whole other discussion as the market
still disagrees with the Fed on the rate cut timeline. The Fed has indicated
it sees no rate cuts over the next 12-months while the market expects
them later this year.

Lastly, I thought this blurb from LPL Research this morning was worth
noting regarding the market environment:

“Fed Chair Powell spoke yesterday at the Economic Club of Washington
and did not change his message from last Wednesday, despite the
blowout jobs report from last Friday. The main storyline is the same: the
Fed has more work to do in bringing down inflation, and the Fed thinks
inflation will move down slower than the markets’ expectations. If our
view that inflation is coming down more quickly comes to fruition, the
Fed will likely revise the policy stance. The equity markets were right in
rallying yesterday and affirms the view that risk-takers will likely be
rewarded by the end of this year.”

Source: LPL Research. 2/8/23

MARKET SUPPORT

The next level of resistance to watch for the S&P 500 on the upside is at
4,225.

The next levels of support to watch for the S&P 500 on the downside are at
around 4,100 and 3,800.

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: ---

Wednesday: ---

Thursday: Weekly initial unemployment claims

Friday: Univ. of Mich. Consumer Sentiment Index (Feb. Prelim.)

BUDGET CHECK UP

Tax preparation may be the only time of year many households gather all
their financial information in one place. That makes it a perfect time to
take a critical look at how much money is coming in and where it’s all
going. In other words, this is a great time to give the household budget a
checkup. Click below to read our full article. 
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