7 RIA

Goldman Sachs has been vocal over the last week or two, making a good case for the Fed to cut
rates as soon as the July 31st FOMC meeting. Goldman Sachs strategist Jan Hitzius was quoted
as follows:

While September remains our baseline, we see a solid rationale for already cutting in
July. If the case for a cut is clear, why wait another seven weeks before delivering it?

The graph below also from Goldman Sachs shows that many monetary policy rules the Fed tracks
imply that Fed Funds are, on average, about 1.25-1.50% too high. Moody's seems to agree with
Goldman Sachs. In a recent statement, they say:

The Fed could begin policy easing with a 25 basis point cut as early as in the upcoming
30-31 July meeting.

While we believe there is a good case for rate cuts, it still appears the Fed wants to wait for more
economic data. Thus, a September hike is the most likely date for the first rate cut. However,
history shows the Fed can change its mind quickly. In June 2019, the Fed said it would not cut
rates until 2020. They lowered the Fed Funds rate in the following month (July).

The Fed Staff's Monetary Policy Rules Imply a Clear Case for Cuts
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What To Watch Today

Earnings
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Fiscal Quarter Consensus EPS* Last Year's Report Last Year's

Time Symbol Company Name Market Cap~

Ending Forecast Date EPS*
0 ASML ASML Holding N.V. $418,455145107 Jun/2024 $3.87 5 7119/2023 $5.37
@] INJ Johnson & Johnson $359,172,801,270 Jun/2024 $2.71 7 7/20/2023 $2.80
@] ELV Elevance Health, Inc. $123,334,865,302 Jun/2024 $8.98 18 7119/2023 $9.04
o PLD Prologis, Inc. $112,156,742160 Jun/2024 $1.33 7 7118/2023 $183
o use U.S. Bancorp $66,085,477315  Jun/2024 $0.96 9 719/2023 $112
)] CcC Crown Castle Inc. $44,.808,034,858 Jun/2024 $156 7 7/19/2023 $2.05
&) KM Kinder Morgan, Inc. $44764,985042 Jun/2024 $0.25 5 7119/2023 $0.24
Q’_/::- DFS Discover Financial Services $34,347104,011  Jun/2024 $3.06 17 7M8/2023 $3.54
:“,‘/- EFX Equifax, Inc. $32,01,620,950 Jun/2024 $1.73 15 719/2023 1.
E) LvS Las Vegas Sands Corp. $31,478,242 087 Jun/2024 $0.59 7 719/2023 £0.46
&) STLD Steel Dynamics, Inc $20,727,439884 Jun/2024 $267 4 719/2023 $4.81
o SY Synchrony Financial $20,366,295,703 Jun/2024 5135 8 78/2023 $1.32
O NTR: MNorthern Trust Corporation $18,482,816,346 Jun/2024 $1.75 6 719/2023 $1.79
0 Citizens Financlal Gioup,  g17501072,078  Jun/2024 $0.79 0 71912023 $0.92
) UAL e Airines Holdings,  g14577 568081  Jun/2024 $3.97 9 719/2023 $5.03
0] ALLY Ally Financial Inc. $13,308,297899 Jun/2024 5062 9 719/2023 $0.96
&) REXR \T; ord Industrial Realty,  ¢y5886 715071 Jun/2024 $0.58 5 7119/2023 $0.54
8] FHN First Horizon Corporation  $9,247,532 519 Jun/2024 $0.37 ] 7118/2023 $0.39
&) AA Alcoa Corporation $7056,505738  Jun/2024 som 2 719/2023 ($0.35)
Economy
Time Event Impact Actual Devo Consensus Previous
WEDNESDAY, JULY 17
11:00 ®EUSD MBA Mortgage Applications(Jul 12) - - - -0.2%
12:30 EEUSD Building Permits (MoM)(Jun) [ - - 1.39M 1.399M @
12:30 MEUSD Building Permits Change(Jun) - - - 28% @
12:30 ®EUSD Housing Starts (MoM)(Jun) [ | - - 1.31M  1.277M
12:30 ®EUSD Housing Starts Change(Jun) - - - -5.5%
13:15 MEUSD Capacity Utilization(Jun) - - 78.6% 78.7%

13:15 EUSD Industrial Production (MoM)(Jun) - - 0.3% 0.9%

ih
i

13:35 BEUSD Fed's Waller speech

14:30 MEUSD EIA Crude Oil Stocks Change(Jul 12) - - - -3.443M
17:00 MEUSD 20-Year Bond Auction - - - 4.452%
18:00 ®EUSD Fed's Beige Book [ W

Market Trading Update

Yesterday, we discussed the small and mid-cap trade, which has become very extended and
overbought very quickly. That performance rotation from large caps to the Russell 2000 index
continued yesterday, spurred by a decline in interest rates.

The bond market has continued to improve technically for quite some time now. In contrast, many
market participants continue to shun longer-duration bonds due to misguided information on how
the bond market works. On a technical basis, the price action since October has been solidly
bullish. Higher bottoms in price and a rising trend in relative strength suggest buyers are
accumulating positions. Most notably, bond prices have cleared all their major moving averages
and are trying to break above the current downtrend line.
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As discussed yesterday, with expectations rising, the Federal Reserve will cut rates; the reduction
of rates on the front end of the curve, along with slowing economic growth, historically precedes a
decline in longer-duration bond yields.
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While bond volatility has not ended, the bullish trend in bonds is beginning to take shape. As
discussed in that article, the risk to investors may lie with the stock market as Fed rate cuts
historically collide with slower economic activity and a reduction in earnings growth.

i . The most important things you
. Bull REPORT need to know about the markets.

BY SimpleVisor > Subscribe today
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Retail Sales Are Weaker Than It Appears

Retail sales came in at 0.0%, which aligns with the consensus. Additionally, last month's figure was
revised from 0.1% to 0.3%. The data continue to point to weak personal consumption. The graph
below from Charlie Bilello shows that retail sales are tracking well below the historical average.
Further, they are down 1% on an inflation-adjusted basis. More troubling is the following quote from
David Rosenberg:

If you were rubbing your eyes as | was over that retail sales report, | think | found the
answer. A very generous seasonal adjustment factor was at play. The raw NSA data
actually showed retail sales plunging -5.6% MoM in June, the worst drubbing in a
decade and tied for the steepest plunge since the series began in 1992! Lies, damned
lies, and statistics.
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Advice From Howard Marks, A Value Investor

Passive investing is the rage these days, but active investment strategies exist and will likely thrive
one day. As such, we thought we would share some of the logic of Howard Marks, one of the most
successful value investors. Marks is the chairman and one of the founders of Oaktree Capital
Management. Over his 40 years of investing experience, he has had much success. Furthermore,
he shares his market and economic thoughts with the public. You can find 35 years of his archived
Memos HERE.

The following are a few choice quotes from his book The Most Important Thing:

If we avoid the losers, the winners take care of themselves.

Understand the psychology of the investor- greed, fear, ego, biases, and envy.
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The investor's job is to take risks intelligently. Doing it well separates the good investor
from the rest.

Markets swing like pendulums.

Without an accurate estimate of intrinsic value, any hope for consistent success as an
investor is just that: HOPE.

Investment success doesn't come from "buying good things," but rather from "buying
things well."

“This is that rarity, a useful book.”
=WARREN BUFFETT

The MOST
IMPORTANT

THING

HOWARD MARIKSS

Uncommon Sense for

the Thoughtful Investor

*4__— Columbia Business School
Pubilishing

Tweet of the Day
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#Treasury #yields following the first #Fed #rate cut.
@thedailyshot

Average U.S. Treasury yield moves after first Fed rate cut
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Yields in the U.S. typically decline in the months
following the start of a Fed rate cut cycle, particularly
in shorter-dated maturities that are more sensitive to
monetary policy shifts. The more pronounced decline
in the front end of the curve tends to encourage a
steeper curve over time.

?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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