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• March-April is usually a strong period for the equity 

market, and 2023 is also the third year of the US 

presidential cycle, which usually gives a strong year. 

But the Fed is still hawkish, reducing liquidity and 

talking about even higher interest rates. This works 

against the seasonality of the stock market. Who will 

win? 

• There is a big Evening Star pattern in S&P 500 after 

Jerome Powell’s speech yesterday, probing for further 

downside 

• All eyes are on Friday's inflation and employment data 

from the United States. The US dollar and the high-

yield bond market are still the best indicators 

We have a friend who lives in Singapore. She talks a lot about 

moving abroad because of the weather. It is hard for us in 

Scandinavia to understand.  

"But it is always sunny or raining. We never have seasonality. 

And that's true. Seasonality gives life a natural rhythm, with 

autumn and winter giving way to a fresh start in the spring 

and a lovely holiday with swimming and sailing in the 

summer. 

The stock market (S&P500) also moves in cycles.
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We showed this picture last week and will continue to do so, 

as it shows that March-April and even May are statistically 

the best months. Sell in May and go away is the old saying.  

 

The chart above is from McClellan and shows the US 

presidential cycle. The third year of the presidential cycle is 

usually strong for the equity markets. But with all the macro 

headwinds and the Fed working against him, President Biden 

could suffer this year. 

We still believe that the Fed will fail and be too hawkish 

during the year, leading to a more significant pullback in the 

market. After that, the Fed will come gloriously to our rescue. 

We would be happy if the central banks let the season run its 

course in the economy. 

 

The chart above shows M2 (in blue), money at work in the 

US. It is not the perfect tool, but it shows that when the 

economy slows down, M2 goes down and vice versa. M2 is 

currently falling in tandem with the economy and the S&P 
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500 index (in red). M2 follows the US economy but also 

reflects how much money the central banks give to the 

economy in the form of liquidity and how much credit the 

commercial banks approve. All of these parameters are 

working tools for the central banks. 

 

USD will be heavily watched on Friday, 10 March, when the 

Nonfarm Payroll figures for February are announced. 

From a technical point of view, the USD is at a crossroads. 

The 61.8% Fibonacci is support for a new test higher. 

Otherwise, the USD has lost momentum and is set for 

another leg lower. The choice is for the Fed, which follows 

the US labour market. 
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In the daily time frame, the significant warning signal came 

when USD broke above the blue trend line. With yesterday’s 

move, the USD has its eyes on MA200. (For the bulls in the 

stock market, a hesitant day followed by a down day would 

be the absolute best outcome, creating an Evening Star in 

USD. The probability is though low. Read more below in 

conjunction with S&P 500). 

One positive thing about the market is that it is self-

regulating - if you leave it alone. 
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Last year, the lack of investment in old forms of energy led to 

a squeeze in energy prices. That boosted inflation, and the 

mix gave a downturn cycle to the economy. As the economy 

falls, energy prices fall again. Back to balance! 

(As an aside, the peak - not the trough - in energy prices 

comes with the outbreak of the war in Ukraine). 
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Suppose the USD falls, which it is expected to do later in the 

year. That will give equities a boost. But commodities can be 

even more sensitive. Above is the DBC ETF. It tracks a basket 

of commodities such as oil, natural gas, metals, and 

agriculture. Note that it is working its way into a coil. The 

overall pattern is bullish. When these patterns break, they 

usually do so similarly to the broader trend. We continue to 

believe that 2023 will be a strong year for commodities. 

Fed Chairman Jerome Powell said nothing new in his speech 

yesterday, but his hawkish tone moved the market again. 

 

The S&P 500 trades in the middle of all MA lines, above the 

blue trendline but below the red gap. We are still waiting for 

this to resolve. Yesterday's down day created a large Evening 

Star on the chart, a sign of a trend reversal and a warning that 

more downside may follow. 
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Read here at Investopedia about Evening Stars: 

https://www.investopedia.com/terms/e/eveningstar.asp 

 

Enlarged view of the S&P 500 showing the Evening Star. If this 

happens, the MA 200 below will be tested, creating much 

nervousness in the market. The MA 200 could be the line in 

the sand to watch on Friday. 

Happy trading! 
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Q4 2022 Earnings season 
As of 3 March 2023, 99% of S&P500 companies have reported 

their Q4 2022 results. The proportion of earnings reports that 

beat estimates is 69%, while the ratio of companies with 

revenue that surpassed estimates is 65%. 

From 31 December 2022 to 28 February 2023, analysts have 

raised earnings estimates for only one of the eleven S&P500 

sectors, Consumer Staples, by 0.2%. The second and third 

best sectors are Utilities and Communication Services, where 

analysts have cut earnings forecasts by 0.7%. The most 

significant earnings revisions were seen in Real Estate & 

Materials, down 5.7%, and Consumer Discretionary, down 

6.3%. 

Looking at all S&P500 large-cap earnings reports since 17 

January 2023, these companies have beaten analysts' 

estimates by an average of 5.1% and a median of 3.1%. The 

share price reaction to the Q4 2022 reports was positive on 

average (0.4%) and median (0.3%) after the release of the 

reports. 

 

Oracle is the only large-cap S&P500 company to report Q4 

earnings this week (Thursday, March 9). According to Zacks 

Research, earnings are expected to be USD 1.19 per share. 
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Week Ahead 
Quarterly reports on Wednesday, 8 March: Clas Ohlson, 

Continental. 

First up on Wednesday is Germany, with retail sales and 

industrial production for January. Just before lunch, we get 

the Eurozone with unemployment and Q4 GDP. From the US, 

we get ADP private employment for February, JOLTS job 

openings for January, trade and current account balance for 

January and weekly oil inventories (DOE). The Bank of Canada 

will publish an interest rate statement. Fed's Powell testifies 

before the US House of Representatives. The Fed also 

publishes its Beige Book. 

Quarterly reports on Thursday, 9 March:  Systemair, 

Drägerwerk, Klöckner, Oracle. 

First thing in the morning at 0.50 CET is Japan's Q4 GDP. At 

2.30 CET, it's time for China's February CPI and PPI. In Europe, 

at 8.00 CET, we get Sweden's Industrial Orders, GDP Indicator 

and Household Consumption for January.  From the US, we 

get Challenger's jobless claims for February and the US 

weekly jobless claims data. 

Quarterly reports on Friday, 10 March:  Sectra, Svolder. 

We start Friday with Japanese household consumption in 

January at 0.30 CET. The UK's GDP and industrial production 

in January will be released at 8.00 CET, as will Germany's CPI 

in February. At 14.30 CET, we get February employment 

statistics from the US and Canada. 

Quarterly reports on Monday, 13 March:  - 

At 16.00 CET, we get the February Household Inflation 

Expectations from the United States.  There is also a 

Eurogroup meeting during the day. 

  



Big Evening Star in S&P 500 

10  
 

Quarterly reports on Tuesday, 14 March: Volkswagen. 

European macro data on Tuesday morning includes the UK 

unemployment rate for January and Spanish CPI for February 

(the final figure, preliminary last week). In the afternoon, 

from the US, there will be NFIB Small Business Index and CPI 

for February, Redbook weekly retail sales, weekly oil 

inventories (API) and the Opec monthly oil report. 

 

Valuation Tables, Swedish Equities 
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Disclaimer:  
The information in this presentation is based on what the publisher, Carlsquare, believes to 

be reliable sources. However, we cannot guarantee its content. Nothing 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 

for the recipient's use only. The contents may not be copied, reproduced, quoted, or 

distributed to anyone else. Carlsquare shall not be liable for any loss arising from any 

decision taken based on the information contained in this presentation. Past performance 

should not be taken as an indication of future results. Changes in foreign exchange rates may 

affect the value, price or income 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 distributed 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. 

 

 

 


