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Goldmans Goldilocks Economic Forecast And
Meh Stock Outlook

Goldman Sachs released its 2024 forecast for the S&P 500 and the economy.

?We forecast the S&P 500 index will end 2024 at 4700, representing a 12-month price
gain of 5% and a total return of 6% including dividends. Our baseline assumption during
the next year is that the US economy continues to expand at a modest pace and avoids
a recession, earnings rise by 5%, and the equity market?s valuation equals 18x, close
to the current P/E level.?

While relatively optimistic on the economic front, it leaves investors with tough decisions.
Goldman?s 6% total return forecast for the S&P 500 is slightly below historical average but not a
bad return. However, there are safer alternatives that may be more tempting.

Currently, risk-free one-year Treasury bills yield 5.26%, and ten-year Treasury notes are 4.51%.
Take some credit risk in the corporate bond markets, and one can earn higher returns. If Goldman
proves correct, inflation is likely to stay at current levels or lower. Accordingly, bond yields are likely
to fall or, in the worst case, remain around current levels. The table below compares potential
returns for stocks and bonds. The gold box shows the performance returns that Goldman?s
scenario would likely produce. If yields decline by 2%, it?s likely the economy will be in a recession,
and Goldman?s stock forecast is likely too high. Conversely, if yields rise 1% or more, it?s also
probable stocks underperform their forecast. Even if Goldman proves correct, less risky bond
alternatives are worth considering.

Buy and Hold - One Year Total Return Scenario Analysis

Yield Changes
Asset -2% -1% Flat +1%
Goldman Sachs S&P Forecast  6.00% ??? | 6.00% 6.00% | 6.00% ???
Lyr UST Bill 5.26% 5.26% 5.26% 5.26%
10yr. UST 19.49% | 11.99% 4.49% -3.01%
10yr Walmart (AA) 19.94% | 12.44% 4.94% -2.56%
10yr CVS (BBB) 20.83% | 13.33% 5.83% -1.67%

What To Watch Today
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Earnings



) . Fiscal Quarter  Consensus EPS* Last Year's Report Last Year's
Time Symbol Company Name Market Cap Ending Forecast #0f Ests Date EPS*
& WMT Walmart Inc. $451,240,679,452 0ct/2023 8153 14 115202  $150
Q BABA i‘l'r'ﬁﬁsg GroupHoldng 515180638188 Sep/2023  $1.86 5 WL $18
) AMAT  Applied Materials Inc.  $128893,135916 Oct/2023 8198 12 NA7202 203
& NTES NetEase, Inc. §73,679,140,887 Sep/2023 §147 2 NA7202 143
) CPRT Copart, Inc. $47,571,001403 0ct/2023 8022 4 116202  $025
) ROST  Ross Stores, Inc $42261295065 0ct/2023 §121 10 naR 8

Johnson Contrals
® Jl tematoel $35,675,082582 Sep/2023 $1.09 7 103202  $099
) 710 ﬂf’ Express (Cayman) 19084 478,811 Sep/2023 $033 1 N202 08
Q WG g‘;"’rr;”””’“m’”p §17,03263983 Sep/2023  $025 6 MR 08
@) AEG Aegon Lid. $13835813069 Sep/2023 N/A nA002  ($0.10)
® NIO NIO Inc. §13030821,054 Sep/2023 (80.49) 1 Nz ($036)
o} NICE NICE Ltd $11,384299889 Sep/2023 8165 7 N2 $14
0 WsM Wiliams-Sonoma, Inc. ~ $10,143,882,393 0ct/2023 8334 10 NA7NR 8372
) DLB DobyLaboratories 98466162918 Sep/2023 8027 3 NA702  $033
) WD Woodward, Inc. 58155771824 Sep/2023 §127 5 NA702 S0
) 6LOB Globant A §7710893400  Sep/2023 §1.20 3 NA7202 098
9 BB Bath & Body Works, Inc. ~ $7,164769512  0ct/2023 8036 g 116202  $040

emry Global Group, Inc.~ §7,153,317, g i )
B BERY Bery Global Group, Inc. ~ $7,153317,000  Sep/2023 $213 6 1MA5202 8219
® WF Woori Bank $7,144678048  Sep/2023 N/A MA0202  $253
¢) POST  FPostHoldings nc.  $5262960720  Sep/2023 $138 5 MA7202 9085
) 6PS Gap, Inc. (The) $5093256481  Oct/2023 8020 8 N2 07
) uG! UB! Corporation 54585490362 Sep/2023 (80.06) 2 MA7202  NA
o M Macy's Inc $3209729295  0ct/2023 50 7 NA7202 052

) ., Fiscal Quarter  Consensus EPS* Last Year's Report Last Year's
Time Symbol Company Name Market Cap Ending Forecast #0f Ests Date EPSH
B WMT Walmart Inc $451,240,679,452 0ct/2023 $153 14 115202 $150
0 BABA E'r'ﬁﬁ:g GroupHOldNg  ¢)15 180638188 Sep/2023  $1.86 5 WAL $180
) AMAT  Applied Materials, Inc.  $128,893,135916 0ct/2023 $198 12 NA702 203
B NTES NetEase, Inc §73679,140,887 Sep/2023 8147 2 NA702  $143
) CPRT Copart,Inc. $47,571,001.403 0ct/2023 8032 4 116202 8025
) ROST  Ross Stores, Inc $42261295065 0ct/2023 8121 10 "R §

Johnson Controls
O JCl ematona i $35,675082,582 Sep/2023 §1.09 7 103202 099
) 710 ZTOBXpress (Cman) 1004 ;70811 Sepi2i28  $033 1 nm2 03

Inc.
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Economy



Time Event Impact Actual Devo Consensus Previous

THURSDAY, NOVEMBER 16
11:00 ®EUSD Fed's Cook speech B
13:30 ®EUSD Continuing Jobless Claims(Nov 3) - - 1.847M 1.834M
13:30 #EUSD Export Price Index (MoM)(Oct) - = 05% 07%
13:30 BEUSD Export Price Index (YoY)(Oct) - - - -41%
13:30 ®EUSD Fed's Mester speech B
13:30 ®EUSD Import Price Index (MoM)(Oct) - = -03% 0.1%
13:30 #EUSD Import Price Index (YoY)(Oct) - - - 1T%
13:30 ®EUSD Initial Jobless Claims(Nov 10) B - - 220K 217K
13:30 ®EUSD Initial Jobless Claims 4-week average(Nov 10) - - - 212.25K
13:30 ®EUSD Philadelphia Fed Manufacturing Survey(Nov) N - - 9 9
14:15 ®EUSD Capacity Utilization(Oct) - = T194% T19.7%
14:15 ®EUSD Industrial Production (MoM)(Oct) B - - 03 03%
14:25 ®EUSD Fed's Williams speech B
15:.00 BEUSD NAHB Housing Market Index(Nov) - - 0 4
15:30 #EUSD EIA Natural Gas Storage Change(Nov 10) - - -IB 79
15:30 BEUSD Fed's Waller speech B
16:00 ®EUSD Kansas Fed Manufacturing Activity(Nov) - - - 8
16:30 ®EUSD 4-Week Bill Auction - - - 5.29%
17:00 ®EUSD Fed's Cook speech B
1700 ®EUSD FedsMesterspeech |
21:00 #EUSD Net Long-Term TIC Flows(Sep) - - $89.4B $63.58
21:00 EEUSD Total Net TIC Flows(Sep) . . - $134.48
Time Event Impact Actual Devo Consensus Previous
THURSDAY, NOVEMBER 16
11:00 BEUSD Fed's Cook speech | B
13:30 EEUSD Continuing Jobless Claims(Nov 3) - = 1.847M 1.834M

13:30 ®EUSD Export Price Index (MoM)(0ct) - - 05%  07%
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Market Trading Update

In the November 6th Daily Market Commentary, we presented projections for a Fibonacci
retracement as the market approached the previous downtrend. To wit:

?We pushed through the 50% retracement level, which is also the 50-DMA. As noted
above, that clears the way for a rally higher with a more bullish tone. That now sets the
next targets at the 61.8% and 78.6% levels, then this year?s highs. While the highs are
certainly possible, it is most likely a low-probability event.?

Since then, the market has pushed much higher than expected in such a short period. The market
has completed a 78.6% retracement and has returned to a very overbought status. It is indeed
possible that the markets will attempt a push to this year?s highs. However, such will likely not
happen without a short-term correction or consolidation to reset the market for another push higher.
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The market is very bullish, and short-term corrections should be used to add equity exposure as
needed. As we noted in that previous commentary:

arwdE

?The market is oversold, and the recent selling pressure across all assets is nearing
exhaustion. If you are worried about what is happening overseas or with the Fed and
the economy, use rallies to reduce risk at better price levels.?

Tighten up stop-loss levels to current support levels for each position.
Hedge portfolios against more significant market declines.

Take profits in positions that have been big winners.

Sell laggards and losers.

Raise cash and rebalance portfolios to target weightings.

With the markets now overbought versus oversold, this is an excellent time to clean up portfolios
for a year-end advance.
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Recession Or Normalization?

The labor market and its effect on inflation is paramount to Fed decision-making. Consequently, we
just published Employment Is Sending Signals to help readers better assess the job market. It is
well known that the unemployment rate is most often either rising or falling. It spends very little time
stagnating. As such, trend changes in the unemployment rate are critical for forecasting a
recession.

To help spot a new unemployment rate trend, we created a more conservative version of the Sahm
rule and incorporated a moving average. To wit:

Our warning occurs if the unemployment rate crosses above its 12-month moving
average and the unemployment rate has risen by .3% or more over the last six months.

We highlight these instances in yellow below. Since 1948, our tool signaled every
recession with only a few false signals. Other than the false alarm in 1996, the other
signals occurred slightly before a recession or in the aftermath of one.

Our model, shown below, just triggered a recession warning. However, given the abnormal amount
of fiscal and monetary stimulus surrounding the pandemic, we must ask if the recent trend change
is just the process of economic normalization or if a recession is coming shortly.


https://tinyurl.com/BBR-2023
https://realinvestmentadvice.com/employment-is-sending-signals-recession-or-normalization/
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PPl and Retail Sales

Like CPI, PPI came in lower than expected. The monthly headline number was -0.5% versus a
downwardly revised +0.4% from the previous month. It was decently below expectations for a 0.1%
gain. You have to go back to the second month of the pandemic, in April 2020, to find a lower
monthly print. Before that, -0.5% is the lowest monthly figure since 2014, as shown below. Core
PPI, excluding food and energy, was 0.0% versus expectations of +0.2%.

Year over year, PPI prices are down to +1.3%, reversing the upward trend of the prior few months.
Core year over year is +2.4%, .30% below expectations. You?d have to return to January 2021 for
a lower read.

October retail sales came in at -0.1%, slightly better than the -0.2% expected, but this follows an
upwardly revised +0.9% from the previous month. The control group, which feeds GDP, was in line
with expectations at +0.2% and well off the upwardly revised +0.7% from last month.
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Tweet of the Day
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Here is this year's SPX performance (red) vs. the average cumulative
performance of SPX, 1995 to 2022.
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Here is this year's SPX performance (red) vs. the average cumulative
performance of SPX, 1995 to 2022.
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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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