
Is it time to "Buy The Dip?" The S&P 500 broke its five-day losing streak, as it rose .25% on
Monday to 4470, 1.00% above its 50-day moving average. As we graph in the commentary below,
the 50-day moving average has supported the S&P 500 on nine separate occasions in the last
year. We have no reason to doubt the power of the trading algorithms this time around, but we
must consider a meaningful break of the moving average could put the 200-day moving average in
play at 4086.

Markets are opening slightly higher this morning while bonds are giving up some of yesterday's
gains. At 8:30 am ET, CPI provides an update on inflation. Expectations are for the headline
monthly number to decline 0.1% from last month's 0.5%.
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What To Watch Today

Economy

6:00 a.m. ET: NFIB Small Business Optimism, August (99.0 expected, 99.7 during prior
month)
8:30 a.m. ET: Real Average Weekly Earnings, year-over-year, August (-0.9% during prior
month)
8:30 a.m. ET: Consumer Price Index, month-over-month, August (0.4% expected, 0.5% in
July)
8:30 a.m. ET: Consumer Price Index excluding food and energy, month-over-month,
August (0.3% expected, 0.3% in July)
8:30 a.m. ET: Consumer Price Index, year-over-year, August (5.3% expected, 5.4% in
July)
8:30 a.m. ET: Consumer Price Index excluding food and energy, year-over-year (August
(4.2% expected, 4.3% in August)

Earnings

7:30 a.m. ET: FuelCell Energy (FCEL) is expected to report adjusted losses of 6 cents per
share on revenue of $20.63 million

Politics

U.S. Securities and Exchange Commission Chair Gary Gensler is before the Senate at
10 a.m. ET for an oversight hearing. His plans for cryptocurrency are expected to be a key
topic with Gensler set to argue for more power in order to add new consumer protections for
crypto markets.
Today is the final day in California?s recall election. The voting ? conducted over the mail ?
ends at 8:00 p.m. PT with polls showing California Gov. Gavin Newsom in a strong position
to survive the recall attempt.

https://finance.yahoo.com/quote/FCEL
https://www.banking.senate.gov/hearings/09/10/2021/oversight-of-the-us-securities-and-exchange-commission
https://www.banking.senate.gov/hearings/09/10/2021/oversight-of-the-us-securities-and-exchange-commission
https://www.latimes.com/california/story/2021-09-10/democrats-motivated-poll-finds-gavin-newsom-might-easily-survive-california-recall


The U.S. House Ways and Means Committee will formally debate the Democratic plan for
tax increases at 9:00 a.m. ET. Meanwhile, U.S. Secretary of State Antony Blinken will face
a second day of questioning on Capitol Hill at 10:00 a.m. ET after a contentious first round
 yesterday.

Will The 50-Day Moving Average Save the Day?

Nat Gas is on Fire!

As we show below, the price of Natural Gas is up sharply over the last few months sitting at the
upper bound of its 10-year range. Will it break higher or fall back as it did in 2014 and late 2018
when it was at similar levels?

Inflation and Confidence

The New York Fed, via their latest Consumer Expectations Survey, shows the role that rising
inflation expectations are having in declining confidence. The graph below shows expected inflation
is now over 5% and rising. At the same time expected wage growth is 2.5% stable/falling. As a
result, consumers expect to lose 2.64% (red line) in purchasing power over the next year.

https://waysandmeans.house.gov/legislation/markups/markup-build-back-better-act
https://www.foreign.senate.gov/hearings/examining-the-us-withdrawal-from-afghanistan-091421
https://news.yahoo.com/secretary-state-antony-blinken-set-165654843.html
https://realinvestmentadvice.com/wp-content/uploads/2021/09/1-27.png


Will the Market Bottom on September 21st?

The graph below shows the incredible regularity of the market over the last four months. As shown,
every 20 days the S&P 500 tends to decline for a few days, bottom, and then rally back to prior
highs. If the cycle plays out again this month we should expect a market bottom on 9/21. Monthly
options expirations, which fall around the market troughs, are largely responsible. Liquidity is
lacking, so options-related trades are driving direction on the days surrounding expirations.

Bitcoin's Golden Cross

After a drubbing earlier this year, the August surge has led to a "Golden Cross" of the 50-dma and
200-dma moving averages. Bitcoin needs to hold support at these levels and turn higher to confirm
the "bullish signal." If it does, such would suggest a run back towards $60,000 is likely.

https://realinvestmentadvice.com/wp-content/uploads/2021/09/1-26.png
https://realinvestmentadvice.com/wp-content/uploads/2021/09/1-22.png


In a recent CNBC interview, Cathy Wood, CEO of ARK Investments stated that she expects
Bitcoin?s price to top $500,000 in the next five years.

?If we?re right, and companies continue to diversify their cash into something like
crypto, and institutional investors start allocating 5% of their funds toward crypto?We
believe that [bitcoin?s] price will be tenfold of where it is today."

Wood also said her confidence in Ether ?has gone up dramatically,? as the blockchain starts its
transition from proof-of-work to proof-of-stake.

When asked by CNBC what her picks are, if only investing in one cryptocurrency, Wood said she
would allocate 60% to bitcoin and 40% to ether. 

Valuations Are "Crazy"



Markets In Turmoil

Bracing for CPI

CPI on Tuesday is the big market event of the week. Given the Fed is making substantial progress
toward its employment goal, inflation concerns are moving front and center. While the Fed laid out
a timeframe for taper in the WSJ last week, high CPI could speed that schedule up. Expectations
for the monthly rate are 0.4%, slightly less than last month's 0.5%.  Also of importance this week is

https://twitter.com/LanceRoberts/status/1437727914468982790?s=20
https://youtu.be/t6EpfohjAWA
https://youtu.be/t6EpfohjAWA


Thursday's Retail Sales report. Will the recent plunge in confidence be felt by retailers? Speaking
of confidence, the University of Michigan Consumer Survey will come out on Friday.

Next Tuesday and Wednesday is the next Fed meeting. Later this week most Fed members will
enter the media blackout period.

Rental Inflation

30% of the CPI index is based on "Shelter" cost, i.e. real and imputed rental prices. The graph
below should provide a warning that tomorrow's CPI report can run hotter than expected. Luckily,
the BLS uses questionable means to calculate rent. In BLS' Housing Inflation Measure is
Hypothetical Bull*** we analyze "Shelter" costs. Our conclusion: "If either OER or Rental prices
show some correlation to reality, CPI could not only continue to run hot but could rise from
elevated levels. That said, looking at historical BLS data, it appears Shelter prices will not change
markedly from current levels."

https://realinvestmentadvice.com/bls-housing-inflation-measure-is-bull
https://realinvestmentadvice.com/bls-housing-inflation-measure-is-bull
https://realinvestmentadvice.com/wp-content/uploads/2021/09/1-1.jpg

