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Inflation Relief, At Last!

Finally, the BLS CPI report provided a bit of relief on the inflation front. Relief was immediately felt
in the futures markets, where the S&P 500 futures gapped higher by over 80 points in minutes
following the release of the inflation data. For the month of July CPI was 0.0%, which reduced the
year-over-year rate to 8.5% from 9.1%. Further providing relief, core inflation (ex-food and energy)
only rose .3% for the month versus expectations of a 0.5% increase. The year-over-year core rate
remains at 5.9%. Finding relief and calling for inflation to continue falling may be a bit too soon. As
we show, the year-over-year inflation rate has been stable in the 8-9% range for the last five
months. Inflation may have peaked but has it started to normalize?

There is some irony in the inflation report. The relief in the markets due to CPI peaking is sending
asset prices higher. The Fed is more likely to hike interest rates when asset prices are rising.
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Earnings

Initial jobless claims, week ended August 6 (263,000 expected, 260,000

Continuing claims, week ended July 30 (1.407 million expected, 1.416 prior)
PPI final demand, month-over-month, July (0.3% expected, 1.1% prior)

PPl excluding food and energy, MoM, July (0.4% expected, 0.4% prior)

PPl excluding food, energy, and trade, MoM, July (0.4% expected, 0.3%

PPI final demand, year-over-year, July (10.4% expected, 11.3% prior)
PPl excluding food and energy, year-over-year, July (7.6% expected, 8.2%

PPl excluding food, energy, and trade, year-over-year, July (5.9% expected,



Company Time Estimate Growth Surprise
. Show only confimed?
“ CAH Cardinal Health, Inc 6:55 AMET 317 $44.58 B 4.7% * =
DTEGY Deutsche Telekom AG BMO - $28.77 B -10.2% - =
“ BAM Brookfield Asset Man 6:50 AM ET $0.73 $949.31 M -S4 8% - =
“ USFD US Foods Holding Co 645 AMET $0.63 58648 12.7% + =
AEG Aegon N.V BMO $0.17) 57458 -0.4% * = .
RWEOQY RWE Group BMO 2 . * = 2
NTCO  Natura & Co Holding ANC ($0.04) $1.76B -2.0% * | = -
“ HEBI HanesBrands Inc T:00 AMET $0.33 £$1.M1B -2.4% * = =
DDS Dillard's, Inc 650 AMET §2.88 $1.548 -1.9% - = =
¥ KELYA Kelly Services Inc T30 AMET $0.48 £1.288 1.7% - = :
“ AER AerCap Holdings N.V T:00 AMET $1.45 51658 33.9% + =
“ ILMN lllumina Inc 405 PMET 30.63 $1.228 B.3% + = =
“ EDR Endeavor Group Hold.. 4:05 PM ET $0.24 £1.158B 3.5% - = =
“ BAP Credicorp, Ltd 725 PMET $3.82 $1.058 -2.6% - = :
“ FLO Flowers Foods Inc. 410 PM ET $0.27 £1.13B 11.1% * = =
< AIT Applied Industrial Tec. B30 AMET $1.68 $975.32 M B.9% * = -
* RMD ResMed Inc. 4:05 PM ET §1.48 $914.77T M 4.4% - = i
TKC Turkcell lietisim Hizm. DMH - $789.46 M 3.1% - = :
“ DDL Dingdong (Cayman) .. 600 AMET ($0.64) - - * = -
“ EYE National Vision Holdi.. 600 AMET $0.05 $504.37 M -6.2% - = =
Y CIXX Cl Financial Corp T.00 AMET - = - - = =
* OSCR  Oscar Health, Inc. 405 PM ET ($0.73) $960.60 M 81.5% - =
“ AQN Algonquin Power & U. 610 PM ET 30.15 $659.41 M 25.0% * = -
“ PRMW Primo Water Corporat.. 645 AMET 30.14 $535.26 M 1.7% - = -
AE Adams Resources & ... 405 PMET $0.62 $764.88 M 57.1% * = =
< SIX Six Flags Inc B:00 AMET $1.00 $528.78 M 15.0% * = &
¥ TMICY Trend Micro Incorpor.. $0.35 §42358M - ) 2 6o i
¥ TAST  Camols Restaurant G.. 7-00 AMET ($0.03) $433.89 M 22% . | = .
¥ HIMX  Himax Technologies | 6:20 AM ET $0.43 - < - = N
“ WET Vermilion Energy Inc 4:05 PM ET £1.51 $514.02 M 55.1% * = A
“ WPM Wheaton Precious M 5:00 PM ET 30.32 530585 M -T.4% * = =
< AZUL AZul S.A BMO $0.75) §738.87TM 129.9% * = =
Y VIAV Viavi Solutions, Inc 4:00 PM ET §0.18 $32295M 3.9% * = i
¥ UTZ Utz Brands, Inc B:30 AMET £0.11 £330.70M 11.0% - = %
AGRO Adecoagro 415 PMET - - - * = -
“ ATGE Adtalem Global Educ 405 PMET $1.28 $351.23 M 25.3% + = -
¥ SNPO Snap One Holdings C 405 PMET $0.17 §$29259M 15.5% + = =
* OB Qutbrain Inc 630 AMET {$0.05) $270.96 M 9.6% « | = .
“ PRVA Privia Health Group Inc T.00 AMET 1$0.02) $498.53 M 120.8% * = s
“ MCW Mister Car Wash, Inc 405 PMET 3001 $219.78 M 11.5% + = =
“ SWIM Latham Group, Inc 7:00 AM ET $0.24 521864 M 20.9% * .
MAXN Maxeon Solar Techno.. 405 PMET $1.53) $221.43M 25.9% - = =
v LZ LegalZoom.com, Inc 4:00 PM ET {$0.08) $165.08 M 9.7% + | = 5
¥ SWIR  Sierra Wireless, Inc. 4:30 PM ET $0.12 $166.74 M 25.6% + | = =
MGIC  Magic Software Enter 630 AMET $0.27 $131.70M 10.5% * = 5
“ PAYO Payoneer Global Inc 4:05 PM ET 1$0.06) $126.48 M 14.0% + | = i
“ BVS Bioventus Inc. 700 AM ET $0.14 $138.76 M 26.4% - = i
HALL  Halimark Financial S.. 405 PM ET ($0.22) $81.99M -22.8% ¢ | =1 -
* GLNG Golar LNG Ltd T30 AMET 30.26 $89.73 M -14.0% * = @
“ KRT Karat Packaging Inc. 405 PMET $0.37 S17.51 M 24.3% " :
* WLMS Wiliams Industrial Se 4:15 PM ET ($0.05) $78.45M -14.3% . | = | -
“ FRGI Fiesta Restaurant Gr_. 4105 PM ET - . - - = =
* NABL N-able Inc 700 AM ET $0.04 $91.18 M 6.8% - = -
* HMPT Home Point Capital Inc 630 AMET ($0.12) 513223 M 56.7% e« | = | .
¥ POSH Poshmark Inc 4:00 PM ET [$0.24) 589 83 M 9 9% + = T

Market Surges On Lower Inflation Read

As we discussed yesterday morning in our daily 3-Minutes Video, the market was set up to surge
or crash depending on whether inflation came in above or below estimates. Inflation that was too
hot would send yields screeching higher and stocks lower as the Fed would need to be more
aggressive. Fortunately, the inflation relief in yesterday's print gave bulls hope the Fed might be
able to back off its aggressive monetary stance. However, as Anna Wong from Bloomberg noted:
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"Both headline and core CPI inflation were surprisingly soft in July, but with recent
wage and productivity data signaling prices pressures ahead, the Federal
Reserve is unlikely to step back from the inflation fight just yet. Another soft print
is likely in August as gasoline prices have continued to decline.”

But, on a bullish take, the always perma-bullish Jim Paulsen from the Leuthold Group stated:

?Wow, finally, the anecdotal evidence that inflation was easing has finally showed up in
a mainstream inflation report. The Fed is rapidly losing its case for further
tightening, and this report reinforces for investors that either a new easing cycle
has already begun or we are getting very close to one.?

| suspect Jim is a little overly optimistic as even if the Fed does pause rate hikes currently, we are
likely a VERY long way from the Fed returning to a monetary easing cycle.

Nonetheless, markets rallied nicely yesterday, breaking above the recent consolidation. The 100-
dma (black line) is now important support for any short-term corrective action and would allow for
additional equity exposure to be added. The markets have also retracted 50% of the decline from
the peak in January, which is now a "make or break point" for the rally. A break above the 50%
retracement would suggest markets will move to eventually retest previous highs.
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From Maximum Fear To Extreme Greed
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"The Fear & Greed Model, based on the inputs published by CNN, has entered
excessive optimism territory. Over the past 24 years, the S&P 500 has returned an
annualized -0.3% when the model is above 80%.

Signs of pessimism abounded in June, and some residual indicators like fund flows still
show investors' repulsion toward stocks. Higher-frequency indicators have rebounded
recently, pushing our sentiment models to the upper end of neutral or even into
excessive optimism territory.

This is the point of sink-or-swim. Fly-or-die. Fish-or-cut-bait. All the idioms, including
more colorful ones my grandpa would have used. During bear markets, this is the point
where brave buyers take their gains, and shorts feel emboldened. During bull markets,
this is when the latter gets steamrolled. Which one comes out on top over the next 3-4
weeks will tell us a whole lot about prospects through year-end and beyond." -
Sentiment Trader

Fear & Greed Maode
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2008 Redux or New Highs Ahead?

The graph below shows the S&P 500 on a log scale and highlights (red) instances when every S&P
500 sector was simultaneously below their respective 40-week moving averages (WMA). A few
weeks ago, all of the sectors were below their 40 WMA, which potentially signals the decline is
ending. Such was the case in 2015-2016, however, as we see, the indicator often triggers multiple
times during larger bear markets before a true bottom forms.

As we have written, the recent decline and rally look eerily similar to the S&P decline leading to the
Bear Stearns failure and the rally that ensued. The 40wma triggered twice at the initial lows of the
2008 bear market, but they proved to be false signals. If the economy enters a recession as it did in
2001 and 2008, we fear this may not be the last red dot for this bear market. Is the graph a reason
for optimism or concern?
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Is Coinbase Finally Basing?

"Coinbase's role as a crypto exchange operator has been made much harder in the last
6 months as cryptocurrencies have slumped. Indeed, 42 of the 50 largest
cryptocurrencies have fallen in value this year. The two largest ? Bitcoin and Ethereum
? have lost more than half their value in the year-to-date.

Falling crypto markets have meant smaller transaction revenues for Coinbase, but it
hasn't just been about prices falling. The company's active userbase ? those making at
least one trade per month ? also fell, from 11.2m at the end of last year to 9m today.
Taken together, this meant total trading volumes on the platform (in USD) fell by more
than half.

As the largest US-based crypto exchange and one of the 3 largest globally, Coinbase's
results are generally a bellwether for the crypto sector ? but it hasn't been all bad news.
Coinbase's total userbase did pass nine figures, with 103 million total registered users
now on the platform, and a new partnership with asset management giant BlackRock
that could help the company reach an entirely new set of customers." - Chartr
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Coinbase Is Struggling In The
Latest Cryptocurrency Slump
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VIX Troughing Again

We shared this graph in late March and early June. In both instances, the reliable VIX cycle
troughed. We update it as a warning that VIX is set to trough again on August 15th. While VIX is
lower today than the prior trough, it sits on a solid rising support line that goes back to late 2021. A
break of support would lead to a lower VIX and likely higher stock prices. Conversely, a bounce in

the coming days, especially if it jumps to the prior highs (the mid-30s), could likely push the market
back toward prior lows.
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Tweet of the Day

@AvidCommentator

’ Avid Commentator &8
e

After Lehmann collapsed & the markets went into
meltdown in 2008 it took a year for U.S Core CPI to

drop by 1.0% (2.5% to 1.5%).

Today Core CPl is 5.9% & the Cleveland Fed model is

tipping that to rise to 6.4%.

If the GFC didnt kill core inflation quickly, why would

events now?

710 AM - Aug 10, 2022 - Twitter for Android

Please subscribe to the daily commentary to receive these updates every morning before

the opening bell.
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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.



