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OUTLOOK

Equities and bonds continue to grind higher this week, helped by last
week’s lower inflation data and year-end seasonal factors traditionally
found following Midterm election cycles. In addition, the news of easing
political tensions between China and the U.S., along with better-than-
expected earnings from Home Depot and Walmart is further helping
market sentiment.

With the recent market relief rally, the S&P 500 is down -15.72% YTD.
The Nasdaq is down -27%. The Dow Jones is down -7% (as of 11/15/22).

As we spoke about last week, financial markets prefer a divided
government so it’s a net positive in either of the likely outcomes we spoke
about as long as the Republican’s take at least one chamber in Congress.
While control of the House hasn’t officially been called, it is looking
extremely likely that Republican’s will take control of the House and
therefore please the markets based on historical midterm trends
(See last week’s newsletter on why the markets prefer a divided
government.)

With peak inflation likely behind us, the next question becomes can the
U.S. economy avoid a recession next year with the Fed Funds rate at
5%? (i.e. the peak level expected by the markets in the first half of next
year.) The rate currently stands at 4% on the upper bound and will be at

4.5% following the FOMC meeting announcement on December 14th.  

The next natural question after that is how long will it take the Federal
Reserve to reach its target inflation rate of 2% from where it is today at
7.7%? With a Fed Funds rate of 5%, a recession will be difficult to avoid
unless the Fed more meaningfully pivots on rates and fast. All of which is
possible albeit more and more difficult unless we see a much faster drop
in inflation.

CHART OF THE WEEK

Inflation peaked at 9.1% in June and has been slowly declining since. The
important October CPI report last week seemed to finally convince market
participants that the peak is behind us as headline

CPI surprised to the downside at 7.7%, the lowest level since January
2022. Core CPI also dropped to 6.3%, down from 6.6% in September.

(Sources: FMG, LPL, and BLS.gov, November 2022)

WHAT WE ARE WATCHING

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

Monday: ---

Tuesday: ---

Wednesday:  October Retail Sales data, Industrial Production (Oct.),
NAHB Homebuilders Index (Nov.)

Thursday: Weekly Jobless Claims, Housing Starts and Building Permits
(Oct.)

Friday: Existing Home Sales (Oct.), Leading Indicators (Oct.)

MARKET SUPPORT

The S&P broke through an important level of resistance at 3,900 last
week. The next level of resistance to watch for the S&P 500 on the
upside is the 200 day moving average line at 4,081.
Areas of support to watch for the S&P 500 on the downside are at
around 3,900, followed by 3,500.

Recall 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.

VIRTUAL SEMINAR

This exclusive virtual webinar is with one of the nation’s most sought-after
experts in political and legislative affairs, Andy Friedman. Andy will
discuss the key issues in Washington that impact investors and markets
including:

The new Washington landscape and its potential effects on taxes and
investing
Important updates to the Secure Act
Potential ramifications of the Inflation Reduction Act

Date: Wednesday, Nov. 16th     Time: 4pm MT

REGISTER HERE

IN THE NEWS

We are proud to be part of this special edition of the Denver Business
Journal: 'Colorado Made'.  

The Expedition Portfolio provides an investment vehicle for Coloradans to
support the businesses, people, and community in which they live. 
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