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This month we are going to examine the S&P 500 index which encapsulates what we are seeing from our top-
down approach. There are many ways to analyze the market and the economy, but our approach is to look at

hundreds of charts

weekly and take
a‘weight-of-the-

evidence’ approach

to gauge the market .
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and economy.
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Let us start by
defining what the
horizontal gray
areas are - these
are areas where
we are seeing
possible support
and possible
resistance. Support
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is the price level at which demand is thought to be strong enough to prevent the price from declining further
and resistance is the price level at which selling is thought to be strong enough to prevent the price from rising
further (stockcharts.com). These areas are important levels and ones we have been watching since the market
bottomed on March 23rd and then proceeded higher. We say these levels are ‘possible’ support/resistance levels
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ADP Payroll Reports: July private payrolls rose by 2.37
million, just shy of the 2.5 million expecta-tion. ADP
also revised May’s numbers, the initial reported loss of
2.76 million was revised to a gain of 3.07 million (+5.83
million).

Some of the fiscal stimulus programs in place to stabilize
the economy set to expire after July. We will be watching
to see how Congress acts, whether that is extending the
programs or replacing them with alternatives.

The IMF downgraded its economic outlook for the year,
projecting the global economy to shrink 4.9%. This

is a revision from last month’s estimate that had the
economy shrinking 3%.
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because we do not know if the market will agree with our analysis or not. But typically, when you have a support
or a resistance level established in the past, it will be an important level in the future. Also, we tend to see
resistance levels become support levels in the future and support levels become resistance levels in the future.

Starting from the left of the chart and moving toward the right we can examine the second gray area from the
bottom, (S&P 500 level 3000-3025). We have two red arrows showing the market failing to move above this

level (resistance) until it was finally able to break above in late October 2019. If you recall, we were very bullish
when this happened and thought we were in store for some very bullish action. Our prediction was correct until
COVID-19 halted everything. Fast forward along the same line to the blue box and although this looks like a
complete mess, notice how the market bounced around this area with extreme volatility during the early parts of
COVID-19 hitting the United States. Moving to July 2020 we see this level has been tested twice and both times
acted as support. If you are in the bullish camp, you want to see this 3000-3025 level hold support, a break below
this would cause some red flags. We also would like to see the market break above the 3225 level and ultimately
breakout to new highs. If 3000-3025 does not hold, the next important level to us will be 2800-2825. There is a
saying that the market takes an elevator down and an escalator up. The elevator down was not fun just a few
months ago, but as of right now | believe the escalator up is intact.

Our long-term view on the equity market is still bullish and we believe we are in the middle part of a secular bull
market that from a historical perspective could have another 10 years left. From a tactical portfolio position, we
are currently overweight equities but did reduce our overall exposure in July 2020 with a directed trade and with
our disciplined rebalancing process triggering sells in equities and purchases in fixed income. We see long-term
opportunities in the high-yield fixed income market with active management being key in the high-yield space
to avoid companies that have weak balance sheets. Until a vaccination for COVID-19 is discovered and distributed
we expect the markets to be a bumpy ride. From a portfolio positioning standpoint, we are always looking for
opportunities both in the intermediate-term and long-term and continue to monitor accounts daily with our
commitment to rebalance accounts as they fall outside of their equity-to-fixed income ratio.

MARKET TRACKER

S&P 500 20.54% 7.51% 10.73% 10.73%
MSCI EAFE 14.88% -5.13% 0.81% 2.05%
BAR AGG BOND 2.90% 8.74% 5.32% 4.30%
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