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In June the three major indices traded out to new all -time highs, and we noted that every time those indices
simultaneously trade to new all-time highs, the S&P 500 (SPX/2496.66) had an average 3.8% gain within the
next three months nearly 100% of the time.

Market Outlook After losing nearly 3% in the past 30 days,
the S&P 500 is once again creating new all -time highs.
Participation has broadened from a capitalization perspective.
Markets will turn their attention to 3Q earnings and a
Republican tax reform (cut) effort. Barring any (negative)
surprises on the earnings front and assuming headway on the
tax reform front, a favorable setup points to generally higher
equity values on the horizon.
S&P 500 Earnings
The 3Q17 estimated earnings growth rate for the S&P 500 is
now 4.2%.
Thus far, 43 companies in the S& P 500 have issued positive EPS
guidance; well above the 5 -year average of 27. Technology,
Health Care, and the Consumer Discretionary sectors make up
39 of the 43 companies. Even more companies (54) have issued
positive revenue guidance for 3Q17. This num ber is more than
double the 5-year average (25).
The continued weakening U.S. dollar (relative to major
currencies) is expected to continue to boost earnings of
companies with substantial overseas operations.
S&P 500 Earnings estimates*
2017 - $127.04, 2018 - $144.71
Current P/E: 2017 19.6x, 2018 17.2x
Both earnings estimates and valuations are little changed
since July
S&P 500
Key support: 2490, 2480, 2467-2474, 2450, 2438, 2417, 2406
Key resistance: 2511
Sector weightings
Overweight: Technology, Health Care, Financials, Industrials,
Energy

FOMC Policy Statement (Sept.
20) - No surprise on rates
(steady) or the start of the
balance sheet r un-off
(October). Dot plot shows 11 of
16 senior Fed officials expecting
one more rate increase this
year. December rate hike odds
now well above 50%.
Yellen Press Conference Fed
Chair Yellen emphasized that
balance sheet reduction (or
policy, and that the federal funds
target rate will remain the main
policy lever. The Fed could alter
the pace of the balance sheet
run-off if the economy were to
experience a significant negative
shock.
Consumer Prices (CPI Bureau
of Labor Statistics Sept. 14 ) The CPI was up 1.9% from a year
ago. Ex-food& energy, the CPI
rose 1.7% y/y. Note, December
Fed rate hike odds have increased
significantly since the CPI report
(the Fed uses the PCE Price Index
as official target).
Exchange rates (September 26)
EUR/USD ...... $1.180

Equal Weight: Materials

GBP/USD ...... $1.345

Underweight: Consumer Discretionary, Consumer Staples,
Utilities, Real Estate, Telecom

USD/JPY...... ¥112.17

Source: FactSet, Raymond James Research.

USD/CAD ...... $1.234

Real GDP (Bureau of Economic
Analysis) - GDP growth rose
more than expected in the first
revision to 2Q17 growth (3.0%
vs. 2.6%). Improvement
concentrated in consumer
spending and business fixed
investment. Consumer
spending rebounded from a
soft 1Q; business investment
boosted largely by the rebound
in energy exploration. Please
note: 3rd estimate expected
Sept. 28 Hurricanes Harvey &
Irma will have negative impact.
Jobless Claims (Labor Dept.
Sept. 21) - The impact of
Hurricane Harvey on claims
appears likely to be of much
shorter duration than that of
Katrina. Irma will also distort,
first with downward pressure (as
individuals are unable to file) and
then with a spike higher. Prior to
the hurricanes, the underlying
trend in jobless claims was low.
August Employment Report
(Bureau of Labor Statistics)
The headline figures were
on the soft side of expectations,
but well within the usual range
of noise for these data,
consistent with further
improvement in overall labor
market conditions.

S&P 500 earnings estimates are bottom -up operating

German Election (Sept. 24) While
German Chancellor Angela Merkel
was elected to a fourth term, her
center-right Christian Democrats
were weakened, including the far
right nationalist Alternative for
Germany (AfD) party garnering
13% of the vote, signaling that
recent defeats of similar
candidates/parties in the
Netherlands and France have not
extinguished anxieties about
security and national identity.
With recent data coming in stronger
than expected, the Bank of Canada
(BOC) again raised its target for the
overnight rate to 1.0%, this after
raising the overnight rate by 25 bp
in July. Consumer spending remains
robust, underpinned by continued
solid employment and income
growth.
ECB Policy Decision (Sept. 7)
No change in rates or in the asset
purchase program. No signal that
tighter monetary policy will arrive
anytime soon. In fact, the ECB is still
prepared for more QE if
needed.
substantial degree of monetary
accommodation is still needed for
underlying inflation pressures to
gradually build up and support
headline inflation developments in
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Simple Moving Average (SMA) - A simple, or arithmetic, moving average is calculated by adding the closing price of the security for a number of time period s and then dividing this total by the
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