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[TACTICAL] Recent economic reports for labor and manufacturing continue to debunk a slowing
economy. Nonetheless, hyperinflation, slipping consumer confidence, and hawkish Fed rhetoric

to actively raise rates have provoked market volatility and uncertainty, keeping Sowell’s tactical
sentiment on the sidelines in negative territory.

GAUCGCE OF THE GRADE

US equities dropped last week following a stronger than expected
May jobs report. The equity market has now declined in eight of
the past nine weeks. The US labor market remains strong as the
Department of Labor reported strong hiring for May. Although the
payroll data came in lower than the previous month, job growth
was stronger than expected. The strong jobs data was negative
for the markets as investors anticipate that the Fed will be inclined
to be aggressive in raising interest rates. The Fed has already lifted
the central bank’s main rate by O.75 percentage points this year
and is expected to follow up with further aggressive tightening.
An excessively strong jobs market is inflationary, and the Fed is
keen to slow job growth. The Institute for Supply Management's

preliminary June reading will be a further decline in sentiment.
Consumer spending accounts for two-thirds of the economy, and
therefore consumer sentiment is an important indicator of future
spending. Next week, corporate earnings continue with some
notable consumer staples companies such as Campbell Soup
Company and J.M. Smucker Company reporting.
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Coupa Software, GitLab, and HealthEquity earnings
TUE JUNE 7, 2022

(ISM) measure of services sector activity expanded in May but at  Trade Balance
a slower than expected rate. Sentiment was further soured as  Redbook
high-profile individuals such as Jamie Diamond and Elon Musk  China FX Reserves

expressed their concern about the economy’s prospects during
the week. The 10-year Treasury vyield rose for the week closing
at 2.94% on expectations of faster tightening by the Fed. Brent
crude and the WTI also increased for the week, closing shy of
S120 a barrel. The European Union decided to ban up to 90% of
Russian oil imports. OPEC and its allies reached an agreement to
increase oil production on the supply side, but the announcement
fell short of expectations.

This week, all eyes will be on May's consumer inflation rate, with
the Consumer Price Index (CPI) released on Friday. It may indicate
whether inflation has peaked or if price pressure is likely to
increase further. In April, consumer inflation decelerated slightly
after reaching a four-decade high of 8.5%. Rising energy costs are
the main driver of price gains. Next week, we will gauge consumer
sentiment with the preliminary June reading of the Michigan
Consumer Sentiment Index also being released on Friday. The
sentiment measures confidence regarding personal finances and
views on the economy’s prospects. Consumer sentiment has been
at the lowest level in over a decade, and the consensus is that the

Caseys General, Dave & Buster's, Guidewire Software, JM Smucker earnings
WED JUNE 8, 2022
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Brown Forman, Campbell Soup, Five Below, and Thor earnings
THU JUNE 9, 2022
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DocusSign, Signet Jewelers, and Vail Resorts earnings
FRI JUNE 10, 2022
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