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• Why is the Fed continuing to raise rates when the 

numbers start moving in the right direction? 

• Earnings season starts on a weak note, but tech is now 

in focus with positive momentum. Can it be a sucker's 

rally? 

• Looking at the Fed's dashboard of economic 

performance, we are at the tipping point from bad to 

good.

 

The chart shows US GDP with a forecast for 2026. The 

forecast is the Fed's official estimate. As you can see, there 

will be no recession according to this model. This is more of a 

technical point as we believe that most people worldwide 

feel we are in a recession, even if the statistics do not show it.
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Unemployment in the United States is expected to rise 

slightly in 2024 to the expected 5 per cent before falling 

again.

 

PCE inflation in the United States is on a downward path. It 

will fall to the 2% target in 2025-2026.

 

But here comes the tricky part. The Fed estimates that the Fed Funds rate will 

reach 5% before it starts to fall. Since the Fed sets the federal funds rate, its 

forecast ahead of its decisions should be interesting. But since the Fed Funds rate 

is currently 4.25% to 4.50%, and the Fed has broken the uptrend in inflation - why 

does the Fed forecast an even higher Fed Funds rate?  
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The explanation may lie outside the numbers and in history. 

As we have written before, former Fed governor Paul Volcker 

took up the fight against inflation when he became chairman 

of the Fed in 1979. Inflation was running at 14% yearly, and 

Volcker provoked the market by raising interest rates. The US 

entered a recession in January 1980, with unemployment 

rising to 7%. Inflation was still running at 14.7% in April 1980, 

and Volcker was under intense pressure to cut rates in the 

face of recession and layoffs. 

The Fed threw in the towel, and Volcker cut the fed funds 

target rate by seven percentage points. It helped the US 

economy, but the Fed and Volcker lost credibility. This 

became known as the infamous Volcker mistake. The Fed 

then had to be even more aggressive to stop high inflation.

 

The US had more recessions but succeeded, and the long 30-

year slope of lower and lower inflation and interest rates 

began. This has been very good for the global economy. 

Many in the market are now finding reasons to adjust the 

Fed's pace, but the media still remember the Volcker mistake. 
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Pressure on current Fed Chairman Jerome Powell is intense 

from both sides. We believe the Fed will make another policy 

mistake. Central banks overestimate their ability to stimulate 

the market rather than leave it alone. It was too much 

stimulus (QE) that created the bubble. Now the same people 

will try to manage the market in the other direction. They 

never learn, do they?       

Looking at the market, the USD and lower oil prices have 

boosted the market.

 

As expected, the S&P 500 has broken the blue line of 

resistance and the MA200. The next target is the gap that 

remains to be filled. Another target is to follow the symmetry 

shown by the green lines. This is not a classic technical trade, 
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but it will become increasingly conventional as it reflects how 

the computer trades the market.

 

As seen in the chart above, the Fed is still reducing its balance 

sheet, which means less global liquidity.  

Our general view is that there is still room for upside in the 

short term. But in the longer term, we are more pessimistic. If 

the Fed maintains its hawkish stance, we will see another, 

and perhaps final, leg down in the market. In the long run, we 

believe Armageddon is not close and that the stock market 

and the economy will rebound. It is all about timing - so stay 

tuned!

 

Keep an eye on the energy market. WTI oil has broken its 

downtrend but could consolidate around USD 80-85 per 

barrel. This will ease inflationary pressures and give a positive 

boost to global GDP.
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The 10-year US Treasury yield is also falling. The yield must 

fall below 3.48% (the red line) to give an actual sell signal. 

 

The USD is in a downtrend again. If this continues, it will give 

a positive boost to the equity market. It will be perfect for US 

growth stocks with international exposure - i.e. Apple, 

Amazon, Google and Microsoft.  
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Microsoft reported last night. EPS was better than expected. 

The focus is on its cloud division Azure. Today's conference 

call and trading will be telling for the whole reporting season.

 

Microsoft shares were up 4% in the after-hours session, but 

by the 'official' after-hours close, the stock had fallen again 

and is currently trading below yesterday's close.

 

The stock is in a positive trend but needs to be fully 

convinced. EMA9, MA20 and MA50 are all clear, with MA200 

as a magnet and resistance above.  
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The driver now is US technology companies. The rationale is 

that US tech can take advantage of the opening of the 

Chinese community from Covid. The right cross border for 

Germany and Sweden is industrial.  

The reporting season will be very revealing. 

Q4 2022 Earnings season 
The Flood of Q4 2022 reports has begun, with around 11% of 

S&P500 companies reporting as of Friday, 20 January. For the 

Stockholm Stock Exchange, the Q4 reporting season started 

in earnest on Friday, 20 January, with Sandvik and Ericsson. 

This week (23-27 January), around 90 S&P500 companies and 

20 large OMX companies will publish their Q4 results. 

The fundamental factors are somewhat different between US 

and Swedish companies. The average S&P 500 company 

generates 60 per cent of its sales in North America. The 

exception is the global US technology giants, which often 

derive more than 50% of their sales from China and other 

Asian countries. In contrast, large Swedish companies are 

sensitive to changes in the global economy, particularly in 

emerging markets such as China and other parts of Asia, with 

sometimes 90-95% of group revenues generated outside 

Sweden.  

With a relatively strong US dollar, currency effects tend to 

affect the foreign earnings of US companies. Meanwhile, a 

weak SEK means Swedish companies' revenues are inflated 

when translating payments from foreign subsidiaries.  

A common denominator is how companies have best 

managed to compensate for input price increases due to high 

inflation. The third quarter 2022 results show that the energy 

and materials sectors have had the best profitability results 

due to sharp increases in the prices of electricity, natural gas, 

other energy, and most raw materials. Sectors that sell to 

consumers have faced challenges in passing on price 

increases to consumers (e.g., white goods, kitchen 

appliances, etc.) A trend in Q4 2022 is that the Industrials 

sector has now managed to pass on higher input costs to end 

customers.  
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When 11% of S&P500 companies reported their Q4 earnings, 

67% of the results were better than expected, while the 

corresponding sales figure was 64%. Historically, around 75% 

of S&P500 company reports tend to surprise analysts' 

forecasts. The average earnings surprise in Q4 2022 was 

3.3%, below the historical average. Moreover, S&P500 

earnings are 4.6% lower than in Q4 2021. Here, analysts' 

forecasts showed an estimated 3.2% decline in earnings 

through 31 December 2022. The S&P500 Financials sector will 

see the most significant drop in earnings from 1 January 

2023. 

On average, S&P500 companies have reduced their operating 

margin from 11.9% in Q3 2022 to 11.4% in Q4 2022. The 

lowest operating margin for S&P500 companies since Q1 

2019 occurred in Q2 2020, with an operating margin of 8.5% 

during the Covid pandemic. The highest quote since Q1 2019 

was a 13.0% operating margin in Q2 2021.  

The S&P500 energy, industrials, and utility sectors, and to 

some extent real estate, improved their operating margins in 

Q4 2022 compared to Q4 2021. Companies in the other seven 

S&P500 sectors (Information Technology, Financials, 

Materials, Commercial Services, Health Care, Consumer 

Staples and Consumer Discretionary) have lower operating 

margins in Q4 2022 compared to Q4 2021. 

 
Source: Factset Earnings Insight. 
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Sandvik is a good indicator of global industrial activity 

through its equipment sales to manufacturing companies. 

Demand from the mining and infrastructure industries 

remained strong in the fourth quarter, while the automotive, 

aerospace and energy industries reported increasing demand. 

The only segment where demand declined was in the 

manufacturing industry, mainly in Europe. 

Sandvik's Q4 earnings were 3% better than expected, while 

sales and order intake exceeded analyst forecasts by 2% and 

1%, respectively. Organically, excluding currency effects and 

acquisitions, the Sandvik Group's Q4 2022 sales increased by 

5%, while order intake decreased by 2%.  

A strong report from Sandvik usually rubs off on the other 

engineering companies in the OMX index, such as ABB, 

Alleima, Atlas Copco, Autoliv, Electrolux, Epiroc, Hexagon, 

Husqvarna, SKF, Trelleborg and Volvo. The OMX index rose 

1.5% on Monday, 23 January, the first trading day after 

Sandvik's Q4 2022 report. 

Ericsson reported Q4 2022 results that were 15% worse than 

market expectations. Q4 2022 revenues were in line with 

guidance. Operating margin landed at 9.1% compared to an 

expected 10.7% in Q4 2022, with management forecasting 

worse margins for Networks in H1 2023. In addition, 

management points out that macroeconomic headwinds 

harmed Q4 2022. The CEO also notes that the rollout of 5G 

and the digitisation of business processes are still early. 
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The following table summarises the Q4 2022 results of the 

significant US-listed companies compared to the forecast and 

the share price reaction to each report. Last week's results 

and the share price reaction to the reports were, on average, 

negative. 
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We conclude with a list of upcoming Q4 2022 reports and 

expected earnings per share.

 
Source: Zacks Research. 
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An early sign of a recovery in tech stocks? 
Over the last three months since October 2022, the European 

indices and the more cyclical Dow Jones have risen by 15-

20%, while the Nasdaq's rise has been more moderate. This 

rally coincides with the US 10-year Treasury yield, which 

peaked at 4.2% in October and has since fallen back to 

around 3.5%. In theory, the more interest rate-sensitive 

Nasdaq (with previously very high price-to-earnings ratios) 

should rise more than other equity indices. However, 

European engineering stocks and the industrial-dominated 

Dow Jones have risen the most over the past three months. 

Over the past month, however, the Nasdaq has risen about as 

much (9%) as the DAX and OMX and more than the FTSE, 

Dow Jones and S&P500. 

Stock indices performance in one month, one year and five years 

 

Source: www.di.se, Börsöversikt. 

One way of looking at technology stocks is that they are 

valued primarily as pre-revenue or growth companies. The 

optimism that surrounded record valuations in late 2021 has 

faded. At the same time, 5G networks, cloud computing, 

artificial intelligence, autonomous vehicles, the Internet of 

Things, and more are enduring achievements that will be 

increasingly translated into new products and solutions in the 

coming years.  Growth in emerging markets should also be 
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higher, as the initial use of these technologies is lower today 

than in mature markets in Europe and North America. 

The key to whether technology stocks and the Nasdaq can 

enjoy a renaissance is likely to be (apart from technical 

analysis) how investors view valuation. In this context, it is 

worth noting that the technology sector ranges from 

(mature) Apple with a p/e of 22x to (growth) Tesla with a p/e 

of around 40x. This compares with the S&P500 index, which 

has an average p/e of around 17x. 

Nasdaq, a five-year-chart 

 

Source: Infront. 

  



The Fed´s forecast for the US economy 

15  
 

Week Ahead 
Company reports on Wednesday, 25 January: Arjo, Gjensidige 

Forsikring, Netcompany, Alstom (operational update), Abbott 

Labs, ASML Holding, AT&T, Automatic Data Processing, 

Boeing, Comcast, Elevance Health, Freeport-McMoran, IBM, 

Kimberly-Clark, Lending Club, NextEra Energy, Tesla, Tullow 

Oil (operational update), Whirlpool. Truck sales in Western 

Europe in December from Acea. 

We start at 8.00 CET with Sweden's PPI for December from 

SCB, followed by Germany's IFO index for January at 10.00 

CET. We also get weekly oil inventories (DOE) from the US 

and an interest rate announcement from the Bank of Canada. 

Company reports on Thursday, 26 January:  Essity, Intrum, 

SEB, Telia, Volvo, Gränges, Atlas Copco, BE Group, Nokia, 

Tryg, Novozymes, Kone, Pareto Bank, PGS, Intel, LVMH, 

Mastercard, Nucor, Rockwell, SAP, US Steel and Visa.  

First up on Thursday is the Swedish Trade Balance (via SCB) at 

8.00 CET. This is followed by the Swedish economic 

barometer from NIESR (Swedish: KI). From the US, we get Q4 

GDP, durable goods orders and the trade balance, new home 

sales for December, weekly jobless claims and the Kansas City 

Fed index for January. 

Company reports on Friday, 27 January:  Billerud, SSAB, 

Trelleborg, H&M, SCA, Autoliv, Hexpol, Elisa, Norske Skog, 

American Express, Chevron, China Construction Bank, LG 

Electronics.  

SCB starts at 8.00 a.m. with Sweden's household credit, retail 

trade and unemployment data for December.  At the same 

time, we get Germany's import prices for December. We get 

the French Household Indicator and Spanish Q4 GDP about an 

hour later. From the US, we get private consumption and 

inflation for December, the Michigan index for January and 

contracted home purchases for December. 
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Company reports on Monday, 30 January:  Note, Ryanair. 

The SCB will release Sweden's December GDP indicator at 

8.00 CET. One hour later, the Spanish CPI for January will be 

released. At 11.00 CET, the eurozone's January economic 

barometer will be released. From the US, we get the Dallas 

Fed index for January. 

Company reports on Tuesday, 31 January: Swedbank, Tele2, 

NCC, Holmen, Stora Enso, ELUX PRO, Epiroc, Wärtsilä, 

Samsung, AMD, Amgen, Caterpillar, Electronic Arts, Exxon 

Mobil, General Motors, International Paper, Juniper 

Networks, Manpower, McDonald’s, Pfizer, Snap, Spotify, 

Stryker, UBS, Unicredit and United Parcel Service.  

First up on Tuesday morning from 0.30 to 0.50 CET is Japan 

with its unemployment rate, retail sales and industrial 

production for December. A few hours later, China will 

publish its January PMI and December manufacturing profits. 

At 7.30 CET and 8.45 CET, respectively, France will release its 

Q4 GDP and January CPI. At the same time, Germany will 

release its December retail sales, January unemployment rate 

and estimated Q1 2023 GDP. Before lunch, Italy presents a 

GDP forecast for Q1 2023. In the afternoon, Germany's 

January CPI and Canada's Q4 2022 GDP will be released. 

Finally, the US will publish Q4 2022 labour costs, Redbook 

weekly retail sales, November S&P CS and FHFA house price 

indices, Chicago PMI and household confidence indicator - 

the last two in January. 
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Valuation Tables, Swedish Equities 
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Disclaimer:  
The information in this presentation is based on what the publisher Carlsquare deems to be 

reliable sources. However, we cannot guarantee its content. Nothing written in the 

presentation should be construed as a recommendation or solicitation to invest in any 

financial instrument, option or the like. Opinions and conclusions expressed in the 

presentation are intended for the recipient only. The content may not be copied, 

reproduced, quoted, or distributed to any other person. Carlsquare shall not be liable for any 

losses whatsoever caused by decisions made based on information contained in this 

presentation. Historical returns should not be taken as an indication of future returns. 

Changes in foreign currency may affect the value, price, or yield of an investment made 

abroad or in a foreign currency.  

The analysis is not directed at U.S. Persons (as that term is defined in Regulation S under the 

United States Securities Act and interpreted in the United States Investment Companies Act 

of 1940), nor may it be disseminated to such persons. The analysis is not intended for 

natural or legal persons where the distribution of the analysis to such persons would involve 

or entail a risk of violation of Swedish or foreign laws or regulations. 

 

 

 


