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Halloween, Earnings Season & Election, 

Trick or Treat, markets got spooked
 
As October comes to a close, let's take a look back at the 
market's performance throughout the month. The S&P 500 
closed at 5705.45, only slightly higher than its Oct 1st 
closing of 5708.75. The Nasdaq followed a similar trend, 
climbing from 17910.36 to 18095.15, marking a 1% 
increase.1 However, what's truly intriguing is the path these 
indices took to reach these endpoints. 
 
Both the S&P 500 and Nasdaq steadily gained throughout 
the month before experiencing significant drops on 
October 29th, just two days before Halloween.1 These 
declines erased the majority of their hard-earned gains. So, 
what caused this sudden change in trajectory? 
 
Throughout October, the market encountered several 
potential hurdles, and on each of the dates listed the Stock 
market had significant downward moves: 
 
* On October 15th, CPI numbers were released, showing a 
0.2% increase in September and an annualized rate of 
2.4%, which was slightly higher than the anticipated 2.3%.2 

* On October 23rd, the Federal Reserve's Beige Book 
revealed slower-than-expected economic growth.3 

* On October 30th, GDP numbers were published, 
showing a growth rate of just 2.8%, disappointing some, 
again showing that growth may be moderating.4 

 
Overall, the economy experienced mixed signals 
throughout October: employment and job numbers 
remained strong, unemployment data that came out 
showed a 4-week moving avg of 236,500 jobless claims, 
and that avg is trending lower.5 Additionally, inflation 
proved to be persistent, and the upcoming election has 
introduced a degree of uncertainty. 
 

In past newsletters, we have identified 5700 as a crucial 
level for the S&P 500,6 and we expect this level to be 
tested, and likely to hold 5700 even with the election 
around the corner.  However, we also anticipate a potential 
knee-jerk reaction in the days surrounding November 5th. 
 
What should investors watch out for going forward? 
Equities remain in a bull market for now, so it's wise to 
keep an eye on current trends. Earnings season is 
underway, with 70% of the S&P 500 companies having 
reported their earnings so far. Of those, 75% have posted 
positive EPS surprises, although this figure is slightly lower 
than in previous quarters. Meanwhile, 17 companies have 
issued lower earnings guidance, while 18 have issued 
higher guidance - both figures are fairly typical, if slightly 
on the low side.7 

 
Earnings overall appear to be in line with expectations, and 
companies are generally showing growth. With stock 
buybacks likely to continue, this should keep the market on 
an upward trajectory. However, investors should be 
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mindful of any significant divergence from the norm, as it 
could indicate weakness in the market. 
 
The bond market may offer a more valuable insight into the 
state of the economy. The 2yr vs 10 yr bond spreads are no 
longer inverted and have hovered between 10-20 bps this 
month, currently sitting at 12 bps.8 The 10yr rate has risen 
from a low of 3.6% in mid-September to its current level of 
4.3% - a significant jump, especially considering the Fed's 
recent easing cycle. This suggests that the bond market 
anticipates higher-than-expected inflation and interest 
rates. 
 
Additionally, high yield spreads and consumer credit data 
could provide further clues about the economy's direction. 
High yield spreads are currently at a 30 year all-time low of 
2.88%.9   Typically, you would see this indicator spike high 
at the start of a recession, and since it is at an all-time low, 
this could indicate that either a recession is still far off, or 
the bond market is underestimating the risk associated 
with sub-investment-grade companies. 
 

To gain more insights, it's worth examining consumer debt 
levels. The delinquency rate for credit cards has been 
steadily increasing since Q4 2021, currently sitting at 
3.25%, above the 10-year average.  However, it's important 
to note that this rate has remained historically lower than 
pre-2008 levels.10 Keeping an eye on these consumer 
credit data points, will help inform us of the consumer's 
financial health and whether they are becoming 
overextended. Analyzing these factors alongside broader 
economic indicators can provide valuable insights into the 
market's overall strength and potential future trajectory. As 
always, maintaining awareness of these key indicators is 
essential for making informed investment decisions. 

We recommend monitoring the 5700 price for the S&P 500, 
after last month action, it looks like it could be a good 
support level.  But we suspect volatility leading up to and 
right after this presidential election. We are neutral-to-
bullish on equities, unless the 5700-support level is broken 
and the bullish trend reverses.  Expect modest market 
returns and volatility from now until year-end.  You can 
continue to use cash reserves to add to investments if the 
volatility provides an entry point. 

 
The greatest compliment one can give us is a referral to their friends and family. 
As always, please call or email us with any questions or concerns about the management of your family’s wealth.  
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Technical analysis is the study of past price and volume trends of a security in an attempt to predict the security's future price and volume trends. Its limitations include but 
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