
MARKET WATCH

TODAY'S TOPICS

Mid-Week Outlook

Recession Scorecard Checklist vs. Improved Technical Picture

Key Market Levels - on the upside

This Week / What We Are Watching

Important Birthdays over 50!

OUTLOOK

Stocks fell somewhat last week, electing to take a breather after getting off
to an extremely strong start to the year. The stock market bulls have
seemingly taken control here in the last few months despite a weak
fundamental backdrop lurking beneath the surface (see below recession
checklist table). The S&P now trades at a forward P/E ratio of about 19x
and is arguably a little rich at current levels.

TECH STOCKS CHART

Market bulls will say the Fed is successfully navigating a soft-landing for
the US economy where higher rates will lead to normalized inflation levels
without a recession.

While this is clearly the hope for any market participant or any American
in general for that matter, it entirely depends on two tricky scenarios
unfolding together:

1) That we avoid a recession altogether

 and 

2) The Fed reverses its monetary tightening stance rather quickly. The
problem with these two dynamics though is that if we do avoid a
recession, then the Fed is not incentivized to reverse its policy tightening
stance as fast as the bulls are hoping for unless inflation magically drops
to 2% in one of these monthly CPI reports this year.

This is the storyline that market bears are holding onto, and also shows
how we are in a chicken-and-the-egg conundrum of sorts.

SCORECARD

Fundamentals point to potential trouble ahead as shown in the below table
despite an improving market technical picture (i.e. better market trend,
and stronger upside price action).

MARKET SUPPORT

The next level of resistance to watch for the S&P 500 on the upside is at
4,225.

The next levels of support to watch for the S&P 500 on the downside are at
around 4,100 and 3,800.

These are key technical levels we look for the market to either hold or
push through when look at the potential for future moves. Common support
levels can be the 50- and 200-day moving averages as well as other
technical levels such as previous market highs or lows.

WHAT WE ARE WATCHING

The following economic data is slated to be released during the week
ahead:

Monday: --- 

Tuesday: CPI Inflation data (Jan.)

Wednesday: Retail Sales (Jan.), Industrial Production (Jan.), NAHB
Home builders’ index (Feb.)

Thursday: Weekly initial unemployment claims, Housing Starts (Jan.)

Friday: Leading Indicators Index (Jan.)

IMPORTANT BIRTHDAYS OVER 50!

Most children stop being “and-a-half” somewhere around age 12. Kids add
“and-a-half“ to make sure everyone knows they’re closer to the next age
than the last.

When you are older, “and-a-half” birthdays start making a comeback. In
fact, starting at age 50, several birthdays and “half-birthdays” are
critical to understand because they have implications regarding your
retirement income.
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