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Markets are opening mixed this morning as investors await the Fed's Jackson Hole Conference.
Markets may be lifeless today and tomorrow as they await Powell's speech on Friday and his
stance on tapering QE. Subscribe and we will keep you up to date on changes to the Fed's stance
as it comes. Some investors have mentioned the Fed might delay tapering due to the delta variant.
While a possibility, there is potentially some good news on that horizon. Florida and other hard-hit
states are starting to see the number of cases decline or at least stabilize.

S&P 5000

In the rush to be the first person to put a S&P 5000 target price out, analysts are pushing 2022
price targets markedly higher despite slowing economic growth rates and high valuations.

"Wells Fargo's Chris Harvey raised his year-end S&P 500 price target to 4,825 from
3,850, as reported by Bloomberg's Lu Wang. This move follows a weekend note by
David Lefkowitz, head of equities for the Americas at UBS Wealth Management, who
raised his year-end price target for the S&P 500 to 4,600 from 4,500.

Lefkowitz also raised his June 2022 price target to 4,800 from 4,650, with the real
headline coming from his year-end 2022 S&P 500 price target ? 5,000.

'Yes, the rally off the COVID-19 bottom in March 2020 has been extraordinary, but we
think there are further gains ahead,' Lefkowitz writes. 'Solid economic and corporate
profit growth, in conjunction with a still-accommodative Fed, means that the
environment for stocks remains favorable. As a result of our higher EPS estimates, we
raise our targets for the S&P 500 for December 2021 by 100 points to 4,600 and June
2022 by 150 points to 4,800. We initiate our December 2022 target of 5,000,
representing about 13% price appreciation from current levels.™ - Yahoo

Credit Suisse Joins The Crowd

With this 2022 outlook, Lefkowitz joins Credit Suisse's Jonathan Golub who earlier this
month put a price target of 5,000 on the S&P 500 for the end of 2022. The equity
strategy team at Goldman Sachs also garnered headlines earlier this month in raising
their year-end price target to 4,700 from 4,300 while putting a year-end 2022 price
target on the benchmark index of 4,900.

Like Golub, Lefkowitz sees earnings growth ? not multiple expansion ? as the driving
force behind the market's rally in the year ahead.

'‘Our price targets assume a forward P/E multiple of about 20x, slightly below current
levels of 21x," Lefkowitz adds. "We expect valuations to remain above historical
averages mostly due to the very low interest rate environment. Said another way,
stocks continue to look appealing relative to bonds.™ - Yahoo



https://realinvestmentadvice.com/insights/daily-market-commentary/
https://www.marketwatch.com/story/s-p-500-at-5-000-credit-suisse-sets-2022-target-for-stock-market-benchmark-11628525317?rss=1&siteid=rss
https://finance.yahoo.com/news/goldman-sachs-raises-sp-500-2021-price-target-but-warns-path-higher-is-unlikely-to-be-a-smooth-one-153628500.html
https://finance.yahoo.com/news/earnings-up-multiples-down-morning-brief-100154568.html

What To Watch Today

Economy

e 7:00 a.m. ET: MBA Mortgage Applications, week ended August 20 (-3.9% during prior
week)

e 8:30 a.m. ET: Durable goods orders, July preliminary (-0.3% expected, 0.9% in June)

e 8:30 a.m. ET: Non-defense capital goods orders excluding aircraft, July preliminary
(0.5% expected, 0.7% in June)

¢ 8:30 a.m. ET: Non-defense capital goods shipments excluding aircraft, July preliminary
(0.7% expected, 0.6% in June)

Earnings

e 4:05 p.m. ET: Salesforce (CRM) is expected to report adjusted earnings of 92 cents per
share on revenue of $6.24 billion

e 4:05 p.m. ET: Autodesk (ADSK) is expected to report adjusted earnings of $1.13 per share
on revenue of $1.06 billion

e 4:05 p.m. ET: Ulta Beauty (ULTA) is expected to report adjusted earnings of $2.52 per share
on revenue of $1.77 billion

Politics

e Technology and finance CEOs from Apple's Tim Cook to Alphabet's Sundar Pichai to
JPMorgan's Jamie Dimon will be in Washington for a series of meetings at the White House
on cybersecurity. A senior Biden official promises ?a set of announcements"” from the
assembled CEOs over the course of the day.

e Congress is back in recess after the U.S. House of Representatives passed a $3.5 trillion
budget plan Monday afternoon. House Speaker Nancy Pelosi will discuss the vote at 9:00
a.m ET during her weekly press conference.

Money Flows Declining As Price Rises

While the market has indeed rallied over the last few days, as investors bought the 40-dma "dip,"
volumes have declined sharply along with money flows. As we have witnessed over the last
several months, these "buy the dip" run from the moving average to the top of the 2-standard
deviation Bollinger Bands before correcting. If you haven't bought the exact bottom of the dips, the
gains have remained quite muted.


https://finance.yahoo.com/quote/CRM
https://finance.yahoo.com/quote/ADSK
https://finance.yahoo.com/quote/ULTA
https://finance.yahoo.com/news/amazon-apple-microsoft-ceos-meeting-at-white-house-174032700.html
https://finance.yahoo.com/news/moderates-bring-house-standstill-biden-050841501.html
https://finance.yahoo.com/news/moderates-bring-house-standstill-biden-050841501.html
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As noted, there is a large divergence between "price" and the"advance-decline volume," with the
"advance-decline line" breaking below its 50-dma.
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At some point, the 50-dma will fail. The drop to the 200-dma will be very fast as liquidity remains
problematic. While "sellers live higher," in this market, "buyers live a lot lower."

More Pressure on Powell

Add Bloomberg to the list of people and groups asking Powell to taper sooner rather than later. The
powerful message from Bloomberg's editorial board states the following:
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¢ He ought to nudge expectations in the direction suggested lately by some other top Fed
officials. Short of making a formal announcement, he should say he?d prefer tapering to start
soon and be completed by the spring.

e It isn?t the right tool for current conditions, and leaving the program in place serves to narrow
the Fed?s options as conditions change.

¢ Asset prices have surged and the risk of bubbles and financial instability is growing. All this
suggests it?s past time to start dialing back the Fed?s commitment to maximum stimulus.

2000 Redux

It is not just equity valuations that are near or have already exceeded levels from 2000. The graph
below, courtesy of the Daily Shot, shows that investor willingness to bet against the market is also
at levels last seen 20 years ago.
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Tis the Season of Volatility

As Market Ear's graph below shows, the season of higher volatility is upon us. Their seasonality
graph jibes well with others that show markets tend to have their worst few months of the year
during September and October.
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S&P 500 Average Daily Volatility [+/- % Ohg) Throughout Calendar Year

A Bigger Short

It has been revealed that Michael Burry, portrayed in the book and movie The Big Short, has a
large short position in U.S. Treasury bonds. His stance is not surprising given he has been vocal
about inflationary concerns. Burry's expectations are largely in line with Wall Street. Per a
Bloomberg article on this topic: The median forecast in a Bloomberg survey is for the 10-year yield
to end the year at 1.60%..."

Bill Farrell rule #9- "When all the experts and forecasts agree ? something else is
going to happen”

Office Space Trouble?

The graph below, courtesy of Jim Bianco and Kastle, shows that well over half of the office space
in major cities is being underutilized. Per Kastle's data, nationwide only a third of office space is
being used and no major city is above 50%. If the trends do not revert to normal over the coming
year or two, the amount of vacant office space will become problematic, especially in the larger
cities.

IPO Frenzy

The following graph and commentary from GMO, show that over the last year corporations took
advantage of higher share prices. Interestingly, IPO issuance is currently running at the same pace
as the market peak in 2000. Massive issuance from existing stocks is largely responsible for the big
difference between total issuance today versus 2000.


https://realinvestmentadvice.com/wp-content/uploads/2021/08/image_2021-08-24_053728.png
https://www.bloomberg.com/news/articles/2021-08-21/michael-burry-s-pretty-big-short-hinges-on-treasuries-sinking
https://realinvestmentadvice.com/wp-content/uploads/2021/08/1-26.jpg

WHEN THE DUCKS ARE QUACKING, FEED 'EM

Stock issunmee highest ever, oz firms and Wall Sereet know when it s time o el
1 erger birpers

UG EQLITS ESUANGE, ROLLING 1 MONTHE (MOM-FINANDIALS)

Bilkeas 5]
=HEJEHEDRE

o i -I.-.I 1 : r

L

1594 19% 1998 00 NNG 2004 2006 008 2000 N1 HNE 2006 2018 R0

u 1P w Sewsoned


https://realinvestmentadvice.com/wp-content/uploads/2021/08/1-63.png

