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Check out the accompanying chart collection.

Executive Summary: Bank stocks have been rallying, with investors shrugging off concerns about
commercial real estate loans and net interest margin pressures even as bank analysts cut 2024
revenue and earnings estimates. Will big banks’ Q4 earnings reports Friday change the narrative? ...
Also: Several forces look poised to disrupt pharmaceutical pricing. Besides Medicare’s newly
bestowed negotiation powers, Florida plans to save big bucks by importing drugs from Canada and
innovative new business models cut out the middle man to lower the drug prices offered to
consumers. ... And: Jackie highlights intriguing new technologies unveiled at this year's CES
convention.

Financials: Looking Ahead. Santa Claus was kind to bank stocks, which have rallied
sharply over the past three months. The shares benefited from decelerating inflation and
falling interest rates, which likely boosted the value of bank bond investment portfolios. A
robust Q3 GDP report, which indicated that a recession wasn’t in the cards, also lit a fire
under bank stocks and led to a friendly trading environment along with more bond and
equity underwriting.

Going forward, whether the rally continues may depend on whether banks can show that
they’ve adequately increased reserves against souring commercial real estate loans. The
commercial real estate market hasn’t worsened, but it hasn’t improved much either, with
roughly a fifth of commercial buildings vacant, according to a January 8 WSJ article. Banks’
net interest income may also come under pressure now that Treasury bond yields have
fallen at the same time that banks are paying higher interest rates on deposits to attract
customers.

So far, investors have shrugged off credit and net interest margin concerns. The S&P
Financials sector stock price index has risen 20.1% since the S&P 500 bottomed on
October 27, outpacing all other sectors except for Real Estate. Here’s the performance
derby for the S&P 500 and its 11 sectors from October 27 through Tuesday’s close: Real
Estate (22.5%), Financials (20.1), Information Technology (17.7), Consumer Discretionary
(17.6), Communication Services (16.3), Industrials (16.1), S&P 500 (15.5), Health Care
(14.2), Materials (12.0), Utilities (9.9), Consumer Staples (9.4), and Energy (-3.0) (Fig. 1).


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzx63qn9gW95jsWP6lZ3n7N2ndYNQjmdFtVKBLx94n92PmW3_NcLH83KPNqW8cfdm072cX6BW8SxPG086bQ0FN8f6gPQGhPlXW6j8khc3tLHw9W3lM6gD5_67yNW5tLWvs6Bf0lzW3nfjGn2gGdGSN1wHQg1shswfW2rZ7p68lRb30W6_5l9W8wqMkrTPJKv1Q7P4_VbHdX88gm0-FW7WfLLz1-x8wwW3m9xLQ2tJVqSW3tLYp23cXQd6W330sTf1x9xvbW3JbhrJ4TSbF9W59Tgmt8ytbCPW541byg7jL_BrW7SMWSS5dH4PWW2bg7jd74Qrf1N2jLNHdcJBC2N54y8_phLv5cW6LGwVy8n7QKvW3bwQ7j3Hj2npW7h9HrT6yXJBNW6y57vc1KCGd5dVww4H04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwx3qn9gW7Y8-PT6lZ3kyW6N7mSr22YF5-W7PkvG65tM_4FW7TvGtB4n-x1XW1Yy4bC6b2gWwW81KDQC3jg_24W7QVjqr5K-mR4W8Vn61N4NtjssW6C5PPT7ksDQJM6sXMVqpqgVW8TNgrp4tGvK5W4j6HWj5w5JS6MS-xJXCb4fdW3-6QPL6PPx2MW7m2yWp4tKsP1W36pFm17JxXLWW7PdQWn5Hnrj0W4m731X7xfwfyW1lM0jz4TzmqJVlnqmL6H2x2CW2Gj9Y-46_39lW2Wc4lW3y8jFqMRnWCxKRc7TV3kS2C8d-7Y4W1lt8Gp1nlnF8W4dsHJ33RZSYPN8QJM_QqsH3lf8Jlf9604
https://yardeni.com/wp-content/uploads/cc_20240111.pdf

The S&P 500 Diversified Banks and the S&P 500 Regional Banks stock price indexes have
risen 31.0% and 36.0% since October 27, and the S&P 500 Investment Banking &
Brokerage stock price index has gained 31.1%. All three are among the top 15 performing
industries we track along with Consumer Finance, up 34.3%, and Asset Management &
Custody Banks, up 29.7% (Table 1).

Here are some of the items we’ll be watching as the big banks report earnings on Friday:

(1) Keeping tabs on real estate. Banks have actively been increasing their allowances for
loan and lease losses since June 2022. Large banks have increased their collective
allowance by $24.6 billion to $127.1 billion, which isn’t as high as it was during the
pandemic but is much higher than it was in 2019. Small banks have increased their
allowance for losses to a new record of $68.1 billion, slightly higher than the previous post-
Covid peak (Fig. 2).

Smaller banks have needed to increase their reserves more aggressively because they
were large lenders to the commercial real estate market in recent years. Small banks’
commercial real estate loans jumped 66.5% from the start of 2018 through the end of 2023
to $2.0 trillion (Fig. 3). Small banks’ commercial real estate loans even eclipse the $0.9
trillion of outstanding commercial real estate loans at large banks, which has risen only
5.7% over the same period (Fig. 4).

(2) Net interest income. The net interest income banks report for Q4 will be the outcome of
a tug of war between loan balance growth and falling interest rates. Total loans and leases
at all banks increased 3.2% in Q4-2023 compared to Q4-2022 (Fig. 5). Total loan growth
would have been faster were it not for the largely unchanged levels of commercial and
industrial loans outstanding at both large and small banks (Fig. 6). The lack of growth may
be attributable to the inventory destocking that has occurred at retailers and other
companies over the past year. As companies need to replenish their inventories, loan
growth may resume (Fig. 7).

During the quarter, banks increased their borrowings to offset modest deposit losses, which
is typically a more expensive mix than increasing funds by raising deposits alone (Fig. 8 and
Fig. 9). They also let some of their securities mature to provide funds for lending.

(3) Trading good, M&A bad. With the S&P 500 up 24.2% last year and Treasury bond yields
off their highs, Q4 trading should have been profitable for those banks positioned correctly.
Jefferies Financial Group reported that its equities capital markets revenue rose 8.9% yly
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and its fixed-income capital markets revenue fell 12.9% yly in its quarter ending November
30. Revenue from debt and equity underwriting jumped 52.8% y/y in the quarter.

The biggest area of disappointment was the M&A business, which was practically dormant
in Q4 but appears to have revived in early 2024. At Jefferies, Q4 revenue from the advisory
business dropped 18.1% yl/y. In the earnings press release, Jefferies management stated:
“2023 was a transition year in the economy, in capital markets in our industry and at
Jefferies. ... Jefferies performed reasonably well and eked out a modest return on equity
during what we believe to be the bottom of the current cycle.”

(4) A look at industry numbers. Analysts have been aggressively cutting 2024 revenue and
earnings estimates for companies in the S&P 500 Diversified Banks industry for much of the
past year. The industry’s revenue is expected to fall by 0.7% this year, and earnings are
forecast to drop by 5.1% (Fig. 10 and Fig. 11). The industry’s forward P/E stands at 10.5, off
its recent low of 8.0 on October 27 but still far from the 13-14 range during more attractive
market environments (Fig. 12).

Earnings estimates for the S&P 500 Regional Banks industry also have been chopped
throughout the past year. Currently, analysts expect the industry’s 2024 revenue to fall 2.7%
while its earnings drop 8.8% (Fig. 13 and Fig. 14). At a recent 10.2, the Regional Banks
industry’s forward P/E is off its low of 6.2 hit on March 23, 2023 and below its high of 15.4 in
January 2022 (Fig. 15).

Health Care: Disruption Arrives. Drug manufacturers and pharmacy benefit managers
often are villainized for selling lifesaving drugs at outrageous prices. But a number of
players have come up with new models for drug pricing and delivery that they hope will
drive down drug prices. Interestingly, the share prices of entrenched players in the
pharmaceutical market don’t seem to reflect concern about any challenges to the status
quo. Let’s take a look at recent news in the industry and the stock market’s reaction to it.

(1) Government got the ball rolling. President Biden’s Inflation Reduction Act of 2022 gave
Medicare the power to negotiate some drug prices with manufacturers for the first time. The
first 10 drugs to subject to haggling are Eliquis, Jardiance, Xarelto, Januvia, Farxiga,
Entresto, Enbrel, Imbruvica, Stelera, Flasp, and Novolog, an August 29 CNBC article
reported. They’re among the drugs that Medicare Part D spends the most on, and all have
been on the market for at least seven years.

Price negotiations will continue through August; the agreed upon prices will be published on
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September 1, and the new prices will go into effect in January 2026. Companies that refuse
to negotiate will either pay a hefty tax or pull its products from the Medicare and Medicaid
markets. Fifteen additional drugs will face price negotiations in 2027, followed by another 15
in 2028. Merck, Bristol Myers Squibb, and the US Chamber of Commerce each separately
have filed lawsuits claiming that the price negotiations are unconstitutional.

(2) Mark Cuban jumps in. The owner of the Dallas Mavericks basketball team launched the
Mark Cuban Cost Plus Drug Company to offer drug pricing transparency and lower prices.
The company buys drugs directly from manufacturers, offers them to customers at cost plus
15% to cover the expense of running the company, a $5 fee to cover the cost of pharmacy
partners, and shipping costs. The company’s website lists more than 2,000 drugs for 85
ailments, showing their retail prices and the Cost Plus prices.

The Cost Plus model eliminates the portion of a drug’s price that's added by pharmacy
benefit managers and pharmacies. The pricing transparency may also shame some drug
manufacturers into lowering their wholesale prices. But Cost Plus doesn’t directly address
the problem of drug makers selling their products at exorbitant wholesale prices. However,
Cuban does plan to build a fill-and-finish factory to produce low priced generic versions of
some drugs, specifically those that are on the Food and Drug Administration’s (FDA) list of
products facing shortages.

(3) O Canada. The FDA recently granted Florida the ability to directly import prescription
drugs from Canada to lower drug prices. Canada has lower drug prices than the US, in part
because its national health system negotiates the prices for prescription drugs, a January 9
Ars Technica article reported. Florida Governor Ron DeSantis says the imports will save the
state up to $180 million in the first year. Florida will have to submit additional information
about the drugs to the FDA, test the drugs for authenticity, and relabel them to meet US
rules.

Many Canadians aren’t happy about this news. Our northern neighbor worries that a new
large US buyer will lead to shortages for Canada’s residents and possibly to price spikes.
PhRMA, the US pharma industry’s trade association, has come out against the
development and is “considering all options” to block it, the Ars article reported.

(4) Some industry response. Last month, CVS announced that starting this year its
“‘pharmacies will get reimbursed by pharmacy-benefit managers and other payers based on
the amount that CVS paid for the drugs, in addition to a limited markup and a flat fee to
cover the services involved in handling and dispensing the prescriptions,” a December 5
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WSJ article reported. While CVS’s plan is structured similarly to Cuban’s model, it lacks the
transparency of his offering, and time will tell what its impact on prices will be.

CVS is a member of the S&P 500 Health Care Services industry; its share price index has
risen 12.7% since October 27, only modestly trailing the S&P 500’s 15.5% performance
over the same period (Fig. 16). The industry also includes insurer Cigna Group, Quest
Diagnostics, DaVita, and Laboratory Corp. of America Holdings. Despite the upheaval in
drug pricing, analysts are calling for the industry to grow revenue 7.2% this year and
increase earnings 5.1% (Fig. 17 and Fig. 18). The industry’s forward profit margins have
narrowed sharply from over 5% in 2019 to 3.6% currently (Fig. 19).

Disruptive Technologies: CES Stimulates the Imagination. The annual CES convention
in Las Vegas is always a great place to learn about things you never knew you needed or
wanted but actually do. News reports have already identified some of the most interesting
products being offered at this year’s confab. Here are some of our favorites:

(1) Pretty solar panels. Instead of ugly black panels, Japanese company inQs has
developed a pane of glass that can generate electricity using the sun’s rays. SQPV glass
uses transparent silicon quartz to capture ultraviolet and infrared light, while letting the
visible light spectrum pass through the window, a January 8 CNET article reported. The
company manufactures the glass in Tokyo and sells it only in Japan.

(2) Robotic shoes. Strap a pair of Moonwalkers on your feet, and you’ll be able to walk up to
250% faster, bounding up staircases and strolling up hills. Moonwalkers are a platform
attached to eight wheels with two straps that keep them on your feet (they resemble those
old-fashioned roller skates that strap on over shoes—yes, we're dating ourselves!). The
company that makes them, Shift Robotics, says Moonwalkers can roll over cracks in
sidewalks and rough surfaces and can save time and energy for workers in large
warehouses, retail stores, and airports, a January 8 USA Today article reported. lkea
currently is testing them in its Sweden stores. Here’s a video from the company.

(3) Al in everything. We're not sure the Al label is being accurately applied, but it seems to
be on all manner of products. Ever wanted to be in two places at the same time? It's almost
possible using Hollo Al to create a digital twin of yourself by uploading a selfie and voice
recordings. An Internet content creator plans to use her digital twin to communicate with her
followers 24 hours a day, a January 9 AP article reported.

The Motion Pillow uses Al to detect a sleeper’s snoring and then inflates airbags to lift the


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzx63qn9gW95jsWP6lZ3nQW5g_1fj7MCQcXW5rWXl_3STDVvW8h25312S0RHyW4n8Ctx6Yw0P2W6cPk9J32sBCYN6GFfYPnrDntN7GB7Rtl6ycqW2g-Z6W8dmTxpW99sTgt6WtkS5W1kxPgp4t45gfW5qYHb-7W0vSxVHhF_94FNKfGW3BZClS7j-6P6W6Q1Sgm5hPJ0vW77lpqt5_WjZRW2gKxhS7nZ2zZW3Rhqwr23XYxlW872kGB3xW9rqW6ppLW44gG8JtW85bXVr1H9d83W6VZv5d3nYPNMW5Mtqmw8-lN4YW4LkR6G2gdYKWW1NtVG63Lj3MXN7_tzvhqmBnDW1JBSZx1vFDhJW7hBshh5_LBlDW7n-grt5FDCgqW3FZBvd977FVbW86JRL38dydDvf2Kz5x-04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwx3qn9gW7Y8-PT6lZ3kwW2Zm25m36b_RxW8m7VZf7jlBZMW320X2q4Dq_jwW105XvV5prKvjW1pZ4m44HD7nYVTBVCF4FW0DKW2f3Rsx4ySHT3W4X1Rs27K6YcqW8DFCBH4j57bGN2vc5s8RCcV2W7mtZg22b3V1-W8CwQfb7mGx2rN5yx3twkh3KTN3xp1DZqVWQgW8FGqXB3cbgP3W2TbmLK3XVDdRMqT_bTW-KPBW5VBfBc48lxj1W3j-h5z8hCt9yN2d3j75wWM7MN1Qc99hWNzK4W4YSxPP7ymjrtN6bh6hphw0mjW5l8YGb5dRB_CW22bgr_2F3vHZW3ZWQ-j7g_gJ5f2-twb004
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwx3qn9gW7Y8-PT6lZ3nRW1_YfgM3FjHNDV-Pgbf8_-MRDVlcl5_3J0gfDW6yzwq82Btgq5N6lbPFCqpL0ZW1tHfLS3rFY0pN8qVL6qrHTN_W5kr1kF7RvlZXW7RRs8D4yW6SsVgy3zk4dXLJlW3-JvDh85bJnlW1y52sk8m3QVBW49bZWn4-K78YW5FxLkN5dFg1tW1H4zRL3XnmbcW6FGJ8c4bvykwW6Ql7YY5dl_29W7J3Lvk8m4DthW8llhw743B8lWW1dHy2b7YmYbDW760sS57VGDSWW64ddYd2lSWK7W8ycy4d5qdB6CW6l0Fwj6KSsHlW5kWKVP7CMhHNW3zhdpb5KV_8rdpGhMx04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwx3qn9gW7Y8-PT6lZ3q2W3zWkJb96HmGTW57NwyG1QxsNTW1pLkbX24VSRkW3gFZ9W1Q5v1KW5PCR3b3nmWHpN17g2gw_zK6bW5KwSjM8nXg1zW7rq_7r1VpD8vW4wyvlv2mX8ttW2n3Q271hPXxBW3SG3nQ1fkpW5W3pV9bC279ps8W5BBVZs4grDPGW6HGjJH4tdBWdW9fl8nZ5LkpWPW2cXpHX1Vy-5kW2xJ5Nq7cvdc1W429bkj56_P_sW6yN3q81NpMSjW8SYtPq2Kk-XXW3pGxgr4fFf6bN3wt-GHy3ZntW2fDzV38ZtBQNW7rwGmF7dMVRkW1sXQlT8hL7VKN7rbXhLCTpdVf6G2HLq04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwx3qn9gW7Y8-PT6lZ3n9W798LJb3dRXBYW6qkJgx2DL-l9MPZX2hjjX_sW3TTWyd24frM5W3xnQWH3218z_V_8z3f6cWyW9W7YBTKv5LqKxNW6G-gDp4-kCcTW62PdHS8qRdhvW77_L6_7hPgZXN8Q9l2Pr3PDZN4DSSsZ6ghf-W1mMBXB5b8hTkW5qXLgq6b7j0KW5zsf3P4YlDCNW3H1qfY4cqhcwVp5qlr2jztjxW3-L6vH8k71QNVL_CpH4q_SPNW1JjjtH2gf5rwW8CH6v97ZRlSLW1T0qHl6XJ1NWW4hk48H4v_cmyW5Pjzrx37JMRjV9tm3W5hwYWTW7jH08w95Svq3f7n99Nz04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzx63qn9gW95jsWP6lZ3n5W2GM_Gm37gCNxW7RrcPQ106jSrW5MvN0R4JF9p0W93Q2_S2Qtxx7W69Pr1Q8WgMNKW3NnZW127d-1dW3G57H_3WGWPGW4q5Z5C25MqgRW66pp6W93MwhbV3Y_s51GtKgdW5DHhJh97B11KW6pcGcc2kPx83W994bBz7LxcyPW8DqgzX3lKr3rW3FP3nP1W_X7lN3K2DtGPQQqYVdXv2Y1RYVkLN6BwQv0m4SK4W6L5bPQ2JT4T2W1QPzZr6bMYB5W44VM36488mzHW1Z_x59820bYQW6vL0Np3pCr5TW6p9_m01KZY_fW5SwlGG6qXmRWW4Tkp_k3G9XqKW7dM6W53rnhvDW2PpxF98299bdW9kKD426_YXCLW61v40y60v11Mf62NYyF04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwR3qn9gW8wLKSR6lZ3pxW2XyF6J8DXLNwW8m84Js6WY-HLW9hjmd95bN3-fW34fwTH7r0GPBW3PQn5C6t9k6DW401t9G2Y9sS3W4bdYQs8kSjkbW4kR8BP74N1dxW8zD6S09bbhL3W5VBmmN6DddD2W4jZxbH5hHBmNW7W7gzm68YKv4W5FG3Rd8Hx43FW8NgnJ44w1_ZJW4Rqstc2tZSlQW2cSyrn5xbSpHW5wLNWK4hZQfYW3PlJc72t38snW7T7Ryt5J7jLCVzfxld6-96MFW1b4pYj3M7dQjW3dKVM357MdZKW1mxPsZ5M0h7DW5Q4FtX7nsLDGN68mHPShgzHyW82QdsW4Bjrv2W406XX19bWPCnW5dMZ233P6Dxdf7lKCmT04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzvY3qn9gW6N1vHY6lZ3lDW72WmKq5xHgzXW1Mswxy5Lhs7BW6Hks011l-PYWW4gwG166jrcDLV3KNHP1x2QzBW2-L-d957wGhFVclKls4MfYx8W6ZB2nf62bhb9W5ZYw5V4_kLltW3XZk0t4bY8vTVMQBxh19nH-xVZ_5Fr1LkqMyW4Nfg4t73yh3-W5hWpwC2P-7LFW1khyCK3Q49qLW1SmvTP5nBxWcW1vt3YY4k8rppW8lZRdQ41cnxWW91gtM55yYf-7W67WgPx8VL32XW8n2PFx2d05Z9W8WQ7sJ9llC7rf44-LDT04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzx63qn9gW95jsWP6lZ3nrW6zDqMD6h1Yw8W7Lv82M33XwBqW3T5gtQ4qvgFWW4Cc7TH4c5640W747KZB5z-GL9VDT84186_pSSW5BD0bz7WZP5TW3W6dZR1RH2h9W3RKwyl2j-cPlW8Yjhgw6gz3xPW1mypMr8nTGcrW7nq3yf8g1dmGV5k9r43RYx-wVwPXRD79h507W6GHbxk4DbkC_W7LJqgb4-Nw5qW46N1YW4hCNNKW5Z7gM75KsQc2W25KG-h1gCr1SW6wYCmf8-C5Q0N6rJMs8777kPW2QFTZd96rl8kW2CLBKG6hZD6mV6P1pQ3kGJXNW81KBLl9l9GpdW4n6b1d3N31LlW3DHKKg4F1vZBW7bCNyW25sK88W1c68FC7FgcRQW6lkVvk2sWT-Kf8pRQZ204

sleeper’s head. The Bmind Smart Mirror uses Al to monitor mental wellness and
recommends steps to improve mood. Minitailz is a collar that tracks a dog’s steps, location,
heart rate, and breathing. It claims to detect heart failure before the onset of symptoms and
earned the CES Best innovation award in the Al category, a January 9 ZDNet article
reported.

(4) Committing to hydrogen. Hyundai reports that it's working on various ways to produce
hydrogen and use it in transportation and as an energy source. The company has
developed a way to turn organic waste and plastic into clean hydrogen. Food waste,
sewage sludge, and livestock manure are examples of organic waste that throw off large
quantities of methane. Hyundai can take that waste and break it down using
microorganisms in anerobic digestion to create a biogas that’s refined into biomethane and
ultimately into hydrogen. The process is being used in Korea.

“It is the world’s first facility to produce 500kg of hydrogen per day using 60 tons of food
waste and to operate hydrogen cars in an integrated commercial manner. The greatest
advantage of waste-to-hydrogen is the ability to establish mini hydrogen production hubs at
the regional level,” the company’s website states.

Hyundai is also turning plastic that has been thrown out into hydrogen. It melts the plastic
and after a number of steps, the melted plastic turns into hydrogen. The company states it
can turn 130,000 tons of waste plastic into 24,000 tons of hydrogen in an “environmentally
friendly” fashion.

(5) Hello, Clarice. Skyted’s voice frequency absorber looks far too much like Hannibal
Lecter's mask to pass up the “Silence of the Lambs” reference. Consumers can use the
mask to hold private conversations on planes, trains or in noisy environments, a January 4
TechCrunch article reported.

Imagine people walking around wearing both the voice frequency absorber and Apple’s new
Vision Pro virtual reality headset, their faces completely obscured by tech. Put them in a
room with humanoid robots, and it might be tough to tell the people from the machines!

Calendars

US: Thurs: Headline & Core CPI 0.2%m/m/3.2%yly & 0.2%m/m/3.8%yly; Initial &
Continuous Jobless Claims 210k/1.875m; Fed Budget Balance -$53.5b; Natural Gas
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Storage. Fri: Headline & Core PPI 0.1%m/m/1.3%yl/y & 0.2%m/m/1.9%yly; Baker-Hughes
Oil Rig Count; Kashkari. (FXStreet estimates)

Global: Thurs: Italy Industrial Production -02%; Japan Leading & Coincident Indicators;
China CPI & PPI -0.4%yly & -2.6%yYly; China Trade Balance 76.2b; ECB Bulletin. Fri:
Eurozone CPI; UK GDP 0.2%m/m/-0.1%3m/3m/0.1%yly; UK Headline & Manufacturing
Industrial Production 0.1%/0.3%; China New Loans & Total Social Financing 1.4t/2.2t; Lane.
(FXStreet estimates)

Strategy Indicators

Stock Market Sentiment Indicators (/ink): The Bull-Bear Ratio slipped to 3.07 this week
from 3.32 last week—which was the highest since early August 2021. Bullish sentiment fell
to 54.4% this week, after climbing 2ppts (to 57.1 to 55.1%) the prior three weeks, matching
its late July peak. Meanwhile, bearish sentiment edged up to 17.7% this week, after slipping
4 .5ppts the previous three weeks, to 17.2% (lowest since summer 2021) from 21.7%. The
correction count climbed for the second week to 27.9% from 25.0% two weeks ago. Turning
to the AAll Sentiment Survey (as of January 4), the short-term outlook for stocks increased
in the latest survey, while pessimism declined and neutral sentiment was roughly flat. The
percentage expecting stock prices to rise over the next six months climbed 2.2ppts to
48.6%, above its historical average of 37.5% for the ninth successive week, and the 10th
time in 13 weeks. The percentage expecting stocks to fall over the next six months slipped
1.6ppts to 23.5%, below its historical average of 31.0% for the ninth straight week. The
percentage expecting stock prices will stay essentially unchanged over the next six months
edged down 0.7ppts to 27.9%, remaining below its historical average of 31.5% for the fifth
successive week and the 13th time in the past 14 weeks.

S&P 500 Earnings, Revenues, Valuation & Margins (/ink): The S&P 500’s forward profit
margin improved 0.1pt w/w to 12.7% during the January 4 week, and is now just 0.1pt
below its 11-month high of 12.8% during the September 21, 2023 week. That’s up from a
24-month low of 12.3% during the March 30, 2023 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 rose 0.5% w/w to its third
straight weekly record high. Forward earnings surged 1.1% w/w to its first record high in
four weeks. It had hit that mark during the September 21 week for the first time since the
June 16, 2022 week. Revenues and earnings 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
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VW1X4s4VNV2_W4x4sm_2DQHdXW6fpr4J586MhRN24tzwd3qn9gW7lCdLW6lZ3n2W5Jc-4m79d8-DW7_XsGk33727QN2BKvgzlRVwSVymrBV1t3Vx2W2k-_s02Sy55MVN7Tfs5L7ZdjW8S9sLJ6DGrWTW9jHwW54N2qNlW4G2Xpd9gS6dwW8DjHW97cPWSPF1BN1zNrMGNW8CgY9m4DKlcfVL90rh2H_fbZW32QgHv80TzsVW7h95tP4f-mV1W4Tf7595ZZwbLW2P-rwp7Z5wNhW5hRJf-5zVDXGVl8tH65W572HW8t4sXr1sSDKvW4-vtTW3ZKr9WW23ncwH2Gxk7PW79Zdn965fCxRVlw6J59bl0K5f3Yp3k604

February 2020. The consensus expectations for forward revenues growth rose 0.1pt to a
15-month high of 5.1% and is now up 2.8pts from its 33-month low of 2.3% during the
February 23, 2023 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 rose 0.3pt w/w to a
26-month high of 11.5%, and is now 8.0pts 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 2.0% in 2023 (unchanged w/w) and 4.9% in
2024 (unchanged w/w) compared to a revenues gain of 12.5% in 2022. They expect an
earnings gain of 1.5% in 2023 (unchanged w/w) and a 10.9% rise in 2024 (up 0.1pt w/w)
compared to an earnings gain of 6.8% in 2022. Analysts expect the profit margin to fall
0.1ppt y/y to 11.9% in 2023 (unchanged w/w), compared to 12.0% in 2022, and to rise
0.7ppt yly to 12.6% in 2024 (unchanged w/w). The S&P 500’s weekly reading of its forward
P/E dropped 0.2pt w/w to 18.7, and 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 dropped 0.05pt
w/w to 2.46 from a 20-month high of 2.51 and is up from a six-month low of 2.22 during the
October 26 week. That compares to a 31-month low of 1.98 in October 2022. That also
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: Looking at the S&P 500
sectors, the January 4 week saw consensus forward earnings rise for all 11 sectors and
forward revenues rise for all but the Energy sector. The forward profit margin moved higher
for all 11 sectors. Three of the 11 sectors have forward revenues at post-pandemic or
record highs this week: Communication Services, Health Care, and Information Technology.
Among the remaining eight sectors, just three have forward revenues more than 5.0%
below their post-pandemic highs: Energy, Financials, and Materials. These four sectors
have forward earnings at a record high this week: Communication Services, Consumer
Staples, Information Technology, and Utilities. Among the remaining seven 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,
and their recent stalling appears to be ending. Consumer Discretionary is the only sector
with their forward profit margin at a record high this week. That compares to three sectors in



that club during the past three months, which also included Industrials and Information
Technology at that time. The forward profit margin of Communication Services also remains
close to its post-pandemic high. Energy’s is deteriorating again while those of 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 y/y for full-year 2022. The
annual 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 (25.8%, down from its 26.0% record
high in December 2023), Financials (18.4, down from its 19.8 record high in August 2021),
Real Estate (16.5, down from its 19.2 record high in 2016), Communication Services (16.6,
down from its 17.0 record high in October 2021), Utilities (13.4, 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 (10.9, down from its 12.8 record high in November
2022), Materials (10.9, down from its 13.6 record high in June 2022), Industrials (10.6, down
from its record high 10.8 in September 2023), Health Care (8.9, a record low and down from
its 11.5 record high in February 2022), Consumer Discretionary (8.4, a record high this
week), and Consumer Staples (6.8, down from its 7.7 record high in June 2020).
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