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WEEK OF AUGUST 27, 2018

MONDAY AUGUST 27, 2018

The final summer week before Labor Day should continue to see light
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trading volume. However, as last week demonstrated, light volume can
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exacerbate moves (indicated by the S&P 500 reaching a new all-time
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high). As the equity market runs away from many sidelined investors, it
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is quite possible that we may see further gains this week as investors
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chase performance. Jerome Powell’s dovish speech last Friday in
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Jackson Hole may spark short-term unwinding of bullish USD bets,
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which could also add support to commodity prices and US equities
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this week.

PCE Prices
On the economic front, as discussed below, our interest lies in the two
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consumer confidence reports published on Tuesday and Friday.
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Companies reporting: Tuesday: Best Buy (BBY), Hewlett Packard

PCE Price Index

(HPE), Tiffany (TIF); Wednesday: Salesforce (CRM), PVH Corp (PVH);

Personal Income
Personal Spending

Thursday: Lulu Lemon (LULU), Dollar General (DG)
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Chicago PMI

Michigan Consumer Sentiment

Our tactical model remains neutral (60/40).

GAUGE OF THE GRADE

BEARISH

NEUTRAL

BULLISH
The adjacent chart, courtesy of FactSet, shows
CPI growth vs wage growth (real wage growth).
CPI is now growing at a quicker rate (2.9%) vs
wage growth (2.7%). As negative real wage
growth erodes consumer purchasing power,
we are watching for early signs of declining
consumer sentiment as a warning that the US
economy may be losing momentum.

SECTOR RETURNS
5 DAYS

1 MONTH

3 MONTHS

6 MONTHS

12 MONTHS

Basic Materials

2.4

1.3

0.9

-1.2

12.6

Communication Services

1.8

0.9

6.0

1.6

-2.4

Consumer Cyclical

2.2

3.1

8.6

8.6

29.8

Consumer Defensive

-1.4

3.0

9.3

2.0

3.5

Energy

3.8

-0.2

-0.8

11.8

26.0

Financial Services

0.7

1.1

1.8

-0.6

17.1

Healthcare

1.3

4.9

11.3

10.3

21.3

Industrials

1.0

3.9

3.0

1.6

17.8

Real Estate

-0.5

3.9

8.9

13.7

4.8

Technology

3.2

4.9

9.7

13.2

36.6

Utilities

-1.0

3.5

7.9

10.0

2.9
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SOWELL’S WEEK AHEAD
Advisory services offered through Sowell Management Services, a Registered Investment Advisor. The views expressed represent the
opinion of Sowell Management Services. The views are subject to change and are not intended as a forecast or guarantee of future
results. This material is for informational purposes only. It does not constitute investment advice and is not intended as an endorsement
of any specific investment. Stated information is derived from proprietary and nonproprietary sources that have not been independently
verified for accuracy or completeness. While Sowell Management Services believes the information to be accurate and reliable, we do
not claim or have responsibility for its completeness, accuracy, or reliability. Statements of future expectations, estimates, projections,
and other forward-looking statements are based on available information and Sowell Management Services’ view as of the time of
these statements. Accordingly, such statements are inherently speculative as they are based on assumptions that may involve known
and unknown risks and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in
such statements. Investing in securities involves risks, including the potential loss of principal. While equities may offer the potential
for greater long-term growth than most debt securities, they generally have higher volatility. International investments may involve risk
of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles, or from
economic or political instability in other nations. Past performance is not indicative of future results.
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