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Executive Summary: With consumers employed and feeling flush, the holiday selling season is
starting off well. The recent quarterly earnings reports of a few big retailers were mixed, with TJX
reporting good customer traffic while Home Depot and Target beat expectations. ... Also: The S&P
500 Semiconductor industry’s price index has nearly doubled this ytd! But while some of its member
stocks have posted outsized ytd gains, others have ytd drops. Jackie explores what’s fueling the price
action. ... And: Quantum computing is advancing by leaps and bounds. So is Al. Combine the two, as
some companies are doing, and the innovation potential is astronomical.

Consumer Discretionary: Still Shopping. The US consumer continued to spend at a
healthy clip last month, helped by plentiful jobs, a drop in the price of gasoline, and
moderating inflation. While high interest rates may restrain spending on expensive goods
requiring financing, October’s sales levels represent a solid launch to the holiday shopping
season.

US retail sales fell by 0.1% in October, the first decline in seven months. However, the
picture is brighter viewed against the backdrop of surprisingly strong spending in
September, when sales increased 0.9% (Fig. 7). Core retail sales—which excludes the
sales of automobiles, gasoline, building materials, and food services—rose 0.2% in October
following an upwardly revised 0.7% increase in September (Fig. 2).

The latest data show consumers continued to spend at clips higher than a year ago in
restaurants (up 8.6% yly), online (9.3), in pharmacies (8.4), and at warehouse clubs (2.7).
Conversely, sales continued to fall in home-related areas like furniture and home furnishing
stores (-11.8) and building materials and garden equipment (-5.6) (Fig. 3, Fig. 4, and Fig. 5).
(Percent changes for restaurants, furniture & home furnishing, and building materials &
garden equipment are through October; online, warehouse clubs, and pharmacies are
through September.)

In recent days, Home Depot and Target reported declining revenue but results that beat
analysts’ expectations, while TJX—the strongest of the three retailers—reported a strong
increase in quarterly results and signaled optimism about the holiday selling season. Here’s
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a look at what their managements had to say on their recent earnings reporting conference
calls:

(1) TJX’s outperformance continues. TJX reported strong results for its fiscal Q3 (ended
October 28). Marshall’s and TJ Maxx stores in the US collectively posted a 7% jump in
same-store sales and US HomeGoods stores a 9% increase, with all the gains resulting
from higher customer traffic, not price increases. TJX’s total sales rose 9.0% y/y to $13.3
billion, and adjusted earnings per share rose 20% yly, both better than expected. Margins
improved from the year-earlier quarter’s, and inventories were flat y/y

TJX management said the current quarter is off to a “strong start” but gave fiscal Q4 (ending
January 31) earnings guidance of $1.07-$1.10 a share, shy of analysts’ $1.13 a share
consensus estimate. TXJ raised its fiscal 2024 guidance for the third time this year, a
November 15 CNBC article reported, to earnings per share of $3.71-$3.74, up from the
previous $3.66-$3.72 range. Analysts already had been expecting EPS in the new range,
with a consensus of $3.73, CNBC relayed.

TJX shares, which were up 16.2% ytd through Tuesday’s close, fell by a bit more than 2%
on Wednesday after the earnings report.

(2) Home Depot & Target EPS: gloomy but better than expected. Shares of Home Depot
and Target both rallied after they reported earnings that beat analysts’ consensus estimates
but signaled that both retailers face headwinds.

Home Depot reported earnings per share of $3.81 for the quarter ended October 28, better
than analysts’ consensus estimate of $3.76 but lower than the $4.24 a share reported a
year ago. Likewise, revenue of $37.7 billion was a touch higher than the $37.6 billion
expected but still down from the $38.9 billion last year. Same-store sales declined 3.1% yly,
better than the 3.6% expected but still down sharply, a November 14 CNBC article reported.

High interest rates and rising inflation have put a dent in home sales and renovations,
hurting the home improvement retailer’s results. Perhaps new competitors, like Floor &
Décor and UK-based Wren Kitchens, have weighed on sales as well? Home Depot shares
have risen roughly 7% since reporting results on Tuesday, but remain in negative territory
ytd, down 2.4%.

Target’s earnings improved dramatically from the year-earlier level, thanks to easy
comparisons. In the year-ago quarter, the company held large sales to move bloated
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inventories. The retailer's earnings for Q3 (ended October 28) came in at $2.10 a share,
better than analysts’ expectations for $1.48 a share and up sharply from $1.54 earned in the
year-ago quarter.

However, in a sign that all isn’t well, Target's total Q3 revenue was $25.4 billion, a bit better
than the $25.3 billion analysts expected but below the $26.5 billion in revenue reported in
the year-ago period. Q3 same-store sales fell 4.9% y/y, and digital sales fell 6% y/y. The
current quarter’s results aren’t expected to be much better, with Q4 same-store sales
expected to drop in the mid-single-digits. Investors opted to look on the bright side of the
earnings report and sent Target’s shares higher by almost 18% on Tuesday; but even after
those gains, shares remain 12.5% lower ytd.

Technology: Semis Making New Highs. The S&P 500 Semiconductors stock price index
hit an all-time high on Tuesday, bringing its ytd gain to a shocking 90.9% through Tuesday’s
close (Fig. 6). But the ytd performances of the industry’s members vary widely, from Texas
Instruments’ 9.3% decline to Nvidia’s gain of 239.8%, driven by the company’s industry-
leading position in chips for artificial intelligence (Al).

Here’s a quick look at what’s been fueling investor optimism:

(1) Industry recovery underway. Investors began the year fretting about an industry
downturn but are ending 2023 optimistic that industry sales are recovering. Global
semiconductor sales rose 1.9% m/m in September, marking the seventh month in a row of
m/m sales increases, the Semiconductor Industry Association reported on November 1. On
a yly basis, September’s sales declined by 4.5% (Fig. 7). (Data reflect a three-month
moving average.) Geographically, m/m sales rose in all regions except for Japan: Asia
Pacific/All Other (3.4%), Europe (3.0), Americas (2.4), China (0.5), and Japan (-0.2).

(2) Earnings on the upswing. As sales have improved, analysts’ expectations for the
industry’s financial results have grown increasingly optimistic (Fig. 8). Consensus
expectations for revenues and profits reflect declines this year, of 1.8% and 6.3%, but
resumed growth in 2024, of 16.9% and 32.2% (Fig. 9 and Fig. 10). The industry’s forward
P/E of 24.9 remains elevated but should fall as earnings recover (Fig. 117).

(3) Some positive news to boot. Investors were heartened last week by the earnings report
of Taiwan Semiconductor Manufacturing. The contract manufacturer reported that October
sales climbed 15.7% y/y and 34.8% m/m. It was the company’s first month of y/y growth
since February, a November 14 Barron’s article reported.


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3pFW5MxtcM32bbs7W8WlQVK4kf4TKW7QVlsB6ZXtCfN1dqq7KFJnysW3zpV2H48S9hvW1dvdX03Jk-ZnVrVhBh4ypRSbW4zwTfv4DLz2BVlYwR13JhLzlW4byrt44v_8tvW247nfY2ZJtXGW5cqM0h5P_xzMW9djsv_5yWNpvW9ccjww200PQMVXqkf77G1NpsN1KYGvFlBwtbW7zS-YQ7BWWb0W8MQnrf9jnRtJW8x4Rwy2nZ8rnW7T5CVQ8fCVQfW6gzQBK4RYtrRW287gvG9cD9MMW1v13F12pPtwjW93l3_T5W31n6dRqV3Y04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV8l3qn9gW95jsWP6lZ3mYW3rN3hn5WyfsHW3f072376GcNZW7pcP3Q2fTj4HN6wxb3LMs9-BW5BVgVc1N7x14N2NbBN8W64gjW3j34dZ1PkmdQW1_3NcY6t8c34W3c2bWr69YSBxN1QyylynsvJqW67wXMq2jLWgRVpjPJL3jtCR3W2sTF3F3XzG8jW8kmp552h5CYqN3CqgpsFj_K-W6q8gVQ1kvxdWW7f_LWH46KGPdW7lRMXG6fmh4NW8hyJJB5WvddFMb13cJqL1ttW89qQj18wqYwNVSDsbB4hHQqjW1vK4CF2QWd8DW2qn_Q24Z8L6QW5S01Dz8V24dfW36HwWy2k5nKlW7dN4bk28GRRSW4vtNTy111FyGW2SfFtR3mXZPPW8h42tv4bRvrxf88xtb004
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3kPW7cxKxF60NFbQW3PdjF27MvcqJW41x_t91yz8gZW42nCjy38q8vjW8Hnss74s1XZCW2snCpp887mlJW6wZvt42Vw_fjW5bJ1ZR6k1J9fW4S1wD134q7c1W7ZdZWq24F5LwW6QrgVX63LVMwW51MvH55FPsXKW1fKntF4Bnd-HW254M7S750t8NN3l3RXXhjnvqW1mncD73LLZ1wW5g2VsY8BxSGrW2w6F493NhPr7W5bnPcm5HJ-TsW6LDR_M3YL6d5VgXg633v58fBN1T6nYCLJpK9VnDQd-2sdvTdW6JyzV65ZKkK9djqWh604
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3m8W4lxzm01dDhKXW1VjW_01vhDmCW7DVbCt4-wwKYW4z_YjV68SDyJN2yLr5gJ_n_XW1fLzN332yD0hV166Tp9c4B66W28YGgG4lgZ1xW8h8F1p4BNz8bW4chFXb8nQLrbVfqWcy7kbg7VVjcfD97YgwHnW4kXRPB4rVFhnW7_QsYK1YSBssW6Rvj9D4fW10yW4B0kww5-Z_CcMZJWFrgWKgJVpbr0X8MNDGqVCBD4c66k7LpW4XRl7X4pwlLkW4ChvxW2YHZDTW699qkV7_LrpfW7Ddqt53bwRyjW71pn4b67glFldS-5tq04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3kCW515cK180PflQW2Zt56v6NcMGPW1W7Dv54rdb1ZW3n-w5z5ZPVBtW73C5dX5G8Tf0W8sg2bd7M0YXBN3z6drS1tDKSW1r2SDJ8GY1cNW3qFn613H14hlW4yRyLJ2KDp6VVG25Tb8t8clgW4MZLzX5Y57CdW3sKt005g1JzZW6nXc857b6QTQW8LlQ8Q71LQwlW20Q7-27TNHrpVyCgTS1pgQr2W5f0vt261_kMhW7MThCD3gqZG2N4s3V_8HSJLHW96VVp67MrTdHW2x6h_J2H-d0rW85ppxP32VdD8W1Zv4HB8qFBXLf1b5Yl-04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3q3W2bs46v1Tlq2jW81ryQk7rzF5CW3CYPHy26mzzyW7_KcVw4gBdxyW34_qJR1NDpbQW7Wc4Vs8Zz31GW545YVC8b-QB7Vz7WZS8VmtSPW8CZR2090cg7WW92Vq9G3JlCk3W6tKYqq8sSNhjW8y7Fpl5k6645W3qFd0Z7dNRbjW74fGVM348zlnW6xGQqR8g4bLwV9Bzbq5YTLnLW2gSC5D5cKKVvW2ZHmP27b-kcJW2sNMTZ7kCWmKN8FVVGs9GptMVLZDj_9g65_lN42DkWsm4xY6W6MPrpF1JH_SFVNrFsB4Q0JkSf6MXj6H04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3kzW3-M8SM2-t-MYW74p2Zl7Vq_VhW2YkDFh7mBRr9W4pVRxD4mj60dW8Jgwq439tCh6N1dzpddDSLgnW8cp9kJ58rD3YW5S6St64wzb-6W4C0C6f6Z9YlnW8zKr3X5BMDS4VR8-2K467GxMW4vBBZP6m3RvvW1PJ55H2_TqSQN1QsV286czy5W1cNFxG8C1BJPW92VnTN5VBXTJW6B7Wvl106Yg9V2B14B3nXhJWW2dgmVl6SHPLdV7-KSs41Y_6DW3vcp4K1Pw72KW3-z-FH4cS5KGW1t08HP6T319rTHDFw4tBmwQf3qw9Xz04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV823qn9gW8wLKSR6lZ3mVW20ZL-13-Tk1tW1dtvDP3x5hKwVfFjJf1h9C9SW2z8T8M2xZVlJW5w09sL24fn29W4WZkvX27K7ndW4l2R6T2_J4j8W6gkTfb8PCJVsW1rVzXf9b75JkW420YND8bfhqVN1TCWCgWkWqNW12DjC922-ljqW1h2FFh2_vZgZW277fwf2hDfCMW8Jf7RM19vWTfVfg6dV96669bW82gdKk8cjJNJW1z_Wrk6_273rW2FJWrL3jgp5mW6fJcDH8kKFBjW3pcBCk1JFhW8W5dS-8w2pn_8ZW5nsLhM7q173dMt2WHxn7XFpVYVR7s7wzxLhW1Kz3Wb51TGnjN3VL-gV6nMTDW2HsWDD2F-BCfdcRmHR04

Investors were also glad to see that Nvidia has developed three chips for Al that it should
be able to sell into the Chinese market. The US government has restricted the sale of some
of Nvidia’s most sophisticated chips into Chinese markets to prevent China’s Al
development. The performance of Nvidia’s new chips “has been moderated compared with
those that Nvidia had previously sold in China ... Nonetheless, the new graphics processing
units were expected to remain competitive in the Chinese market,” a November 9 FT article
reported.

Disruptive Technologies: Quantum Computing Developments. While Al has become
the tech world’s darling, the progress in quantum computing continues. Quantum computers
are growing more powerful, and scientists have begun musing about what amazing things
quantum computing and Al can produce together. Meanwhile, there have been some
disconcerting claims that quantum computing power has managed to crack the security
algorithm that keeps our data safe.

Here’s a look at some of the recent headlines:

(1) The power of quantum & Al. The combination of quantum computers with Al software
should allow us to tackle problems that aren’t solvable using today’s systems. “It involves
the development of algorithms that take advantage of quantum properties to solve Al-
related tasks,” explains an October 9 essay at Medium.com. Quantum computers can
handle “large datasets and [perform] complex optimizations. This allows Al systems to learn
and adapt more quickly, making them more proficient in tasks like image recognition and
natural language processing.”

Al often is used to solve optimization problems, like route planning and resource allocation.
And those are problems that are efficiently handled by quantum computers, as well. As one
recent headline quipped: “If you think Al is terrifying, wait until it has a quantum computer
brain.”

Moderna and IBM are already combining the two powerful technologies. They announced
earlier this year that they’ll work together using quantum computing and Al to design mRNA
medicines. “We are aiming for breakthrough advances with quantum computing, so we are
investing now in building a quantum-ready workforce, to be fully prepared to harness the
power of this technology,” said Moderna CEO Stéphane Bancel.

(2) Never too many quibits. Quantum computers use quibits to store and process
information. Simply put, the more quibits the better. Quantum computers have made quibit-
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maximizing strides in recent years. Just last month, startup company Atom Computing
claimed to have developed a quantum computer with 1,180 quibits, far surpassing IBM’s
Osprey machine’s 433 quibits, according to an October 24 article in New Scientist.

Atom’s computer uses neutral atoms trapped by lasers in a two-dimensional grid instead of
the super conducting wires cooled to extremely low temperatures used by companies like
IBM and Google. Atom’s system lets it add many more quibits. Atom CEO Rob Hays said
the company aims to multiply by 10 the number of quibits in its machine every couple of
years. Its system also can run error-free for longer than others. Atom aims to have the
computer available for customers to use via the cloud by next year.

IBM is working on Condor, a quantum computer with 1,121 quibits. It's also partnering with
the University of Tokyo and the University of Chicago to develop a “quantum-centric”
supercomputer powered by 100,000 quibits. The 10-year, $100 million program is expected
to include the Argonne National Laboratory and Fermilab National Accelerator Laboratory,
according to a May 21 press release.

Separately, Google and PsiQuantum are looking to build 1 million quibit computers. With
that many quibits, the computer could still be extraordinarily powerful even if some quibits
are out of service because of errors. To build machines with this many quibits, the systems
will need to become far more energy efficient, a May 25 article in MIT Technology Review
reported.

(3) Cracking the code. A quantum computing developer claims that he’s broken RSA, the
security code that keeps some of our most important information safe. Ed Gerck, who works
for his own firm, claimed on LinkedIn that he used a cell phone and a commercial Linux
desktop computer to break the code at a cost of less than $1,000, a November 1 article in
Bankinfo Security reported.

Many are skeptical. Gerck develops cryptography, which he says can be used to replace
RSA, a November 3 Tom’s Hardware article reported. “This would be handy if his RSA-
2048 cracking claims are correct. Naturally, that also raises the question of whether this
‘crack’ is merely a publicity stunt for his product.”

It's expected that in the future those with quantum computers more powerful than today’s
will be able to break RSA code. In anticipation of that day, a more robust security system,
called “CNSA 2.0,” is being rolled out throughout the government starting in 2025 and

continuing through 2030. Cloud computing giants already have started transitioning to the
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more robust security protocol. They may need to move faster given how fast quantum
computing power is advancing.

Calendars

US: Thurs: Import Prices -0.3%; Philadelphia Fed Manufacturing Index -11.0; KC
Manufacturing Index; Industrial Production -0.4%; Capacity Utilization 79.4%; Initial Jobless
Claims 222k; NAHB Housing Market Index 40; Natural Gas Storage; Williams; Barr; Cook;
Waller; Mester. Fri: Housing Starts & Building Permits 1.345mu/1.450mu; Atlanta Fed
GDPNow Q4; Baker-Hughes Rig Count; Goolsbee; Daly. (FXStreet estimates)

Global: Thurs: Lagarde; Enria; Wuermeling; De Guindos; Ramsden. Fri: Eurozone
Headline & Core CPI 0.1%m/m/2.9%yly & 0.2%m/m/4.2%yly; UK Headline & Core Retail
Sales 0.3%m/m/-1.5%yly & 0.5%m/m/-1.6%yly; Lagarde; Nagel; Balz; Ramsden. (FXStreet
estimates)

Strategy Indicators

Stock Market Sentiment Indicators (/ink): The Bull-Bear Ratio rose for the second week to
2.19 this week, after moving down the prior two weeks from 2.32 to 1.67. Bullish sentiment
climbed for the second week by 7.8 points to 50.7%, after falling the prior two weeks by
8.5ppts (to 42.9% from 51.4). Meanwhile, bearish sentiment fell for the second week by
2.5ppts to 23.2%, after rising the prior two weeks by 3.5 ppts (to 25.7% from 22.2%). The
correction count fell for the second week by 5.3ppts to 26.1%, after rebounding 5.7ppts (to
31.4% from 25.7%) two weeks ago. Turning to the AAIl Sentiment Survey (as of November
9), optimism soared during the latest week, while pessimism decreased. The percentage
expecting stock prices to rise over the next six months rebounded 18.3ppts to 42.6%, after
falling the prior three weeks by 15.7ppts to (24.3% from 40.0%). Optimism is above its
historical average of 37.5% for the third time in 10 weeks. This week’s move up was the
most since July 15, 2010’s 18.4ppts jump. The percentage expecting stocks to fall over the
next six months sank 23.1ppts to 27.2%, after climbing the prior two weeks by 15.7ppts (to
50.3 from 34.6), which was the highest since December 22, 2022’s 52.3%. Pessimism is
below is historical average of 31.0% for the third time in 10 weeks. The percentage
expecting stock prices will stay essentially unchanged over the next six months increased
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4 .8ppts to 30.2%, after falling the prior two weeks by 5.9ppts (to 25.4% from 31.3%). It was
below its historical average of 31.5% for the seventh time in 10 weeks.

S&P 500 Earnings, Revenues, Valuation & Margins (/ink): The S&P 500’s forward profit
margin was steady at 12.7% during the November 9 week, and is now just 0.1pt below its
11-month high of 12.8% during the September 21 week. That’s up from a 24-month low of
12.3% during the March 30 week, but is down 0.7pt from its record high of 13.4% achieved
intermittently in 2022 from March to June. It's now 2.4pts above its seven-year low of 10.3%
during April 2020. Forward revenues ticked down 0.1% w/w from a record high. Forward
earnings dropped 0.2% w/w to 0.5% below its record high during the September 21 week,
which had been its first since the June 16, 2022 week. Both had been steadily making new
highs from the beginning of March 2021 to June 2022; prior to that, they peaked just before
Covid-19 in February 2020. The consensus expectations for forward revenues growth rose
0.1pt to a 12-month high of 4.8% and is now up 2.5pts from its 33-month low of 2.3% during
the February 23 week. That's down from a record high of 9.6% growth at the end of May
2021 and compares to 0.2% forward revenues growth during April 2020, which was the
lowest reading since June 2009. The forward earnings growth forecast dropped 0.1pt w/w to
10.7% from a 24-month high of 10.8%, and is now 7.2pts above its 31-month low of 3.5% in
mid-February. That's down from its 23.9% reading at the end of April 2021, which was its
highest since June 2010, and up substantially from its record low of -5.6% at the end of
April 2020. Analysts expect revenues to rise 2.1% in 2023 (down 0.1pt w/w) and 4.9% in
2024 (up 0.1pt w/w) compared to a revenues gain of 12.4% in 2022. They expect an
earnings gain of 0.8% in 2023 (down 0.1pt w/w) and an 11.1% rise in 2024 (down 0.1pt
w/w) compared to an earnings gain of 7.3% in 2022. Analysts expect the profit margin to fall
0.1ppt y/y to 12.0% in 2023 (unchanged w/w), compared to 12.1% in 2022, and to rise
0.7ppt yly to 12.7% in 2024 (unchanged w/w). The S&P 500’s weekly reading of its forward
P/E rose 0.6pt w/w to 18.2, but is down from a 17-month high of 19.8 during the July 20
week. That’s still up from a 30-month low of 15.3 in October of 2022. It also compares to
23.1 in early September 2020, which was the highest level since July 2000, and to a 77-
month low of 14.0 in March 2020. The S&P 500 weekly price-to-sales ratio rose 0.10pt w/w
to 2.32 from a six-month low of 2.22 and compares to a 15-month high of 2.46 during the
July 27 week. That’s up from a 31-month low of 1.98 in October 2022 and compares to a
record high of 2.88 at the end of 2021 and a 49-month low of 1.65 in March 2020.

S&P 500 Sectors Earnings, Revenues, Valuation & Margins (/ink): Looking at the S&P
500 sectors, the November 9 week saw consensus forward revenues rise for three of the 11
sectors and forward earnings rise for two sectors. The forward profit margin moved higher
for five sectors. Health Care is the only sector with forward revenues at post-pandemic or


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3lNW65m7Ns3K0LXMVYmJqf3LJSRKN4F2BTq-6MBkW6HycxP4s3gdfW8dmdXs4dTP4CW786FZG4jgrLCW3vt8-v66Gn1RW4fZdhn6XdQg9W6SpRYb2xfqfGW3Wmh-Z10j666W8-BhnV52xt1yW8ksytN8Ks6txW9f_7Qz2Mw1J4W2rVp9B8FmjS9W6KQ_xb9bTcXTW3JrkTZ38H6JJVwHRrJ8Yg8d5W45_SnM85LpyjW5wHbYP4KhSFQW5Kg5fL7lPWdsW7cBXS_6Yy5B1W54Q_Tx8qHdgNN2ZJ6rxkVGXVW3SxbcP80LTh5f4cy7tq04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW2y6Z7_8xdxW4yVD-94RLGlnW3LfLlX55WGlyN3wqV7s3qn9gW7lCdLW6lZ3kRW22BxX68xJ7jfW1NNrZp80f_3VW8k4NG28SfXJ0W6ckzJ439rLvnN440C-DwrMypW2vQWNm3LxD--W2gz_QK5f55smW7_PHzs7DTJ4bW1q-ywb2GvxBxW3d9Cml5GCLv6N2DBYdxTjWkbVz-1Vd3n1qjQW2cLH6X2bjnJZW7Z-xyS5_hb49W3WFPns2QNkzfW6gzB1W3c5j54W2Cyk-q4-ntskW9cp2YN7ZRJjRW5sSyDg8qgWDKVTH6b62k7KgbW7_JxyV6DSC_lW1Bn3QW9hdhGBW6CmJgk1bBXb4Vy6fpw5wCg6pf7Tz5d-04

record highs this week. A week earlier, these three sectors were in that club:
Communication Services, Industrials, and Information Technology. Among the remaining
seven sectors, just three have forward revenues more than 5.0% below their post-pandemic
highs: Energy, Financials, and Materials. Utilities is the only sector with forward earnings at
a record high this week, as these four sectors have eased from that mark over the past
eight weeks: Communication Services, Consumer Discretionary, Industrials, and
Information Technology. Among the remaining six sectors, only Energy and Materials have
forward earnings down more than 10.0% from their post-pandemic highs, while Financials
exited that club in early October. Among the 11 sectors, only Industrials has weathered a
broad margin retreat from post-pandemic or record highs. Now nearly all of the sectors are
showing signs of recovering from their early 2023 lows, though it has stalled recently. None
of the sectors had a forward profit margin at a record high this week. That’s down from
these three sectors in that club in early October: Consumer Discretionary, Industrials, and
Information Technology. The forward profit margins of Communication Services, Consumer
Discretionary, Industrials, and Information Technology remain close to their post-pandemic
highs. Energy has improved markedly off its low in July, but Consumer Staples and Health
Care remain at or close to their record lows. Energy and Industrials were the only two
sectors to have their profit margins improve yl/y for full-year 2022. The forward profit margin
is expected to be flat y/y in 2023 for Consumer Staples, but these six sectors are expected
to see their margins improve: Communication Services, Consumer Discretionary,
Financials, Industrials, Information Technology, and Utilities. Here’s how the S&P 500 and
its 11 sectors rank based on their current forward profit margin forecasts along with their
record highs: Information Technology (25.5%, down from its 25.7 record high in
September), Financials (18.3, down from its 19.8 record high in August 2021), Real Estate
(16.8, down from its 19.2 record high in 2016), Communication Services (16.6, down from
its 17.0 record high in October 2021), Utilities (13.2, down from its 14.8 record high in April
2021), S&P 500 (12.7, down from its record high of 13.4 achieved intermittently in 2022
from March to June), Energy (11.3, down from its 12.8 record high in November), Materials
(10.7, down from its 13.6 record high in June 2022), Industrials (10.7, down from its record
high 10.8 in September), Health Care (9.1, a record low and down from its 11.5 record high
in February 2022), Consumer Discretionary (8.3, down from its 8.4 record high in mid-
September), and Consumer Staples (6.8, down from its 7.7 record high in June 2020).

US Economic Indicators

Retail Sales (/ink): Retail sales fell for the first time in seven months, though by less than
expected. Total retail sales slipped 0.1% (vs -0.3% estimate) during October, while
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September sales were revised upward to show a gain of 0.9% versus the 0.7% initial
increase. October’s 0.1% dip followed a 3.5% jump during the six months ending
September. Meanwhile, sales in the control group—which excludes autos, gasoline,
building materials, and food services—has recorded only one decline this year, climbing
0.2% in October and 4.3% ytd to a new record high. This measure correlates closely with
the consumer spending component in GDP. Of the 13 nominal retail sales cateqgories, five
rose in September while seven fell, and clothing and accessories was unchanged: Here’s a
snapshot of the 13 categories’ October sales performance versus that of a year ago: health
& personal care stores (1.1 m/m & 9.6 y/y), food & beverage stores (0.6 & 1.0), electronics
& appliance stores (0.6 & 0.9), food services & drinking places (0.3 & 8.6), nonstore
retailers (0.2 & 7.6), clothing & accessories stores (0.0 & 0.8), general merchandise stores
(-0.2 & 1.9), building materials & garden equipment (-0.3 & -5.6), gasoline stations (-0.3 & -
7.5), sporting goods & hobby stores (-0.8 & -3.8), motor vehicles & parts (-1.0 & 3.3),
miscellaneous store retailers (-1.7 & 1.2), and furniture & home furnishings (-2.0 & -11.8).

Business Sales & Inventories (/ink): Nominal business sales climbed to a new record high
in September, while real business sales in August came within 0.04% of its record high
recorded during the final month 2021. Nominal business sales expanded for the third
month, by 1.1% in September and 3.4% over the period. Meanwhile, real business sales
hasn’t posted a decline since April, climbing 0.4% in August and 2.0% over the period. In
the meantime, the real inventories-to-sales ratio remained at 1.55 in August, down from
1.57 in March and April—which was the highest since mid-2020, though up from a recent
low of 1.43 in fall 2021. Meanwhile, the nominal ratio moved down for the third month to
1.36 in September from 1.40 in the months from March through June—which was the
highest since the mid-2020s.

Regional M-PMI (/ink): The New York Fed has provided the first glimpse of manufacturing
activity for November, and it was encouraging, but there is a caveat. November’s index
rebounded 13.7 points to 9.1—its highest reading since April, though continues its up-and-
down pattern. It also posted a big move up in September (+20.9 points to 1.9), though fell
again in October (-6.5 points to -4.6). November’s report showed orders (to -4.9 from -4.2)
continued to contract at a slow pace, while shipments (10.0 from 1.4) showed a pickup of
growth. Unfilled orders (-23.2) showed a steep decline, while delivery times (-6.1 from -6.4)
shortened. Meanwhile, businesses accumulated inventories (9.1 from -2.1) for the first time
in seven months. Labor market measures recorded slight declines in both employment (-4.5
from 3.1) and the average workweek (-3.8 from 2.2). Turning to prices, the prices-paid (22.2
from 25.5) showed a slight easing this month, while the prices-received (11.1 from 11.7)
gauge was little changed. Both price measures are down sharply from their record highs of
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86.4 and 56.1, respectively, during April and March of last year. Looking ahead, the index of
future business conditions (to -0.9 from 23.1) plummeted 24.0 points in November, to its
lowest level in nearly a year. It had been on a steep upward trend, rising from -6.1 last
November to 26.3 this September. New orders (to 4.6 from 19.4) and shipments (10.8 from
15.2) are expected to increase only modestly, while employment (16.5 from 21.0) is
expected to expand.

Producer Price Index (link): The PPI fell unexpectedly in October, posting its biggest
monthly decline since April 2020, as gasoline prices plunged. Final demand dropped 0.5%
(vs +0.1% expected) last month, while September’s 0.5% gain was revised downward
slightly to 0.4%. October’s yearly inflation rate eased to 1.3%, after accelerating from 0.3%
in June to 2.2% in September. Core prices—which excludes food, energy, and trade
services—ticked up only 0.1%, after averaging monthly gains of 0.3% the prior four months.
The yearly rate slowed to 2.9% after hovering at 3.0% the prior three months. It peaked at
7.1% last March. Final demand goods fell 1.4% in October, after climbing 3.0% over the
three months through September, with over 80% of October’s decline attributed to a 15.3%
drop in the price of gasoline. The yearly rate dipped back into negative territory, sinking to -
1.1%, from 0.7% and 0.4% the prior two months. It was at a record high of 17.6% last June.
Final demand services was unchanged in October, slowing steadily from July’s 0.8%
increase. The yearly rate has been hovering just below 3.0% most of this year, showing a
2.6% yly gain in October; it peaked at a record-high 9.4% last March. The PPI for personal
consumption fell 0.6% in October after increasing 2.1% over the prior four months. The
yearly rate moved down to 1.4% after climbing the prior three months from 0.5% in June to
2.6% in September. The yearly rate for personal consumption excluding food & energy
eased to a 32-month low of 2.5% in October, down from its record high of 8.1% during
March 2022.

Global Economic Indicators

Eurozone Industrial Production (/ink): Eurozone industrial production in September
contracted for the second time in three months, with only capital goods orders in the plus
column during the month. Headline production, which excludes construction, fell 1.1% in
September and 1.8% during the three months through September to its lowest level since
mid-2021. Output is down 6.9% yly, the steepest yearly decline since June 2020.
Manufacturing production remains in a rut, falling to its lowest level since October 2020,
down 0.7% m/m, 4.8% ytd, and 7.0%y/y. Among the main industrial groups, intermediate
goods output has recorded only one gain over the seven months through September, falling
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0.3% m/m and 2.8% over the period. Consumer durable goods production has contracted
five of the past six months, falling 2.1% during September and 7.8% over the period, while
consumer nondurable goods output declined 2.1% in September after increasing three of
the prior four months by 0.7%. Meanwhile, energy output has increased 7.1% since
bottoming in May. Compared to a year ago, production in all main industrial groups were in
the red: capital goods (-9.5% y/y), consumer durable goods (-8.1), consumer nondurable
goods (-6.7), energy (-5.8), and intermediate goods (-4.5). September production data for
the top four Eurozone economies are now available and show that over the 12 months
through September, output was flat in France, while Germany (-4.4% y/y) posted the
biggest decline, followed by ltaly (-2.0) and Spain (-1.0).
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