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OVERVIEW

Stocks climbed last week as investors looked to “buy-the-dip” while
market bears paused from the unrelenting selling pressure we’ve seen this

year. Exchange volume was lighter than usual due to the shortened 4th of
July trading week. Stronger than expected economic data from last week
helped sentiment and included an improvement in the ISM Services index
along with Friday’s stronger than expected Non-farm payroll report for
June. Stocks dropped somewhat Friday morning following the jobs report
release, as investors speculated it could further fan the inflation fire, but
ultimately finished flat to slightly higher on the day.

Meanwhile, the price of U.S. crude oil fell below $100 per barrel on
Tuesday of last week for the first time since early May amid fears of a
recession driven drop in demand. Crude recovered somewhat later in the
week with oil trading just below $105 on Friday.

The U.S. economy added 372k jobs in the month of June, above
expectations for a rise of 250k, while the unemployment rate stayed flat at
3.6% and continues to hover around a 50-year low.

MANUFACTURING DATA

Another notable subcomponent of the jobs report came from
manufacturing payrolls, which have now officially closed the pandemic
gap as far as the number of employees on manufacturing payrolls as
shown in the chart below.

WHAT WE ARE WATCHING

Turning to the week ahead, stocks are lower to start the week off as
investors turn towards Wednesday’s big CPI inflation release for the
month of June. In addition, investors are jittery about the start of Q2
earnings season that kicks into gear this week where the markets will
scrutinize reports for the effects of inflation on companies’ bottom
lines while also closely reviewing forward guidance as it relates to the
broader economy for any signs of an upcoming recession. Notable
reports this week include: PepsiCo, Delta Airlines, JPMorgan,
Citigroup and UnitedHealth Group.

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

Tuesday: NFIB Small Business Index (June)

Wednesday: Consumer Price Index (June), Federal Reserve Beige Book

Thursday: Weekly Initial and Continuing Unemployment Claims,
Producer Price Index (June)

Friday: Retail sales (June), industrial and manufacturing production
(June), University of Michigan Sentiment (July)

Companies reporting earnings this week:

Tuesday: PepsiCo

Wednesday: Delta Air Lines and Fastenal

Thursday: JPMorgan, Morgan Stanley

Friday: Bank of New York Mellon, BlackRock, Citigroup, Wells Fargo,
PNC Financial Services Group, State Street, U.S. Bancorp, and
UnitedHealth Group.

New Weekly Section! BEHAVIORAL
FINANCE TOPIC-OF-THE-WEEK

Each week we’ll tackle a different behavioral bias as it relates to
investing.

“Behavioral finance rests on a simple premise: The biggest risks in
investing are embedded in ourselves as decision makers. Biology

encourages our brains to take cognitive shortcuts that can cause big
problems.” -Peter M.J. Gross

There are six emotional biases:

1.  Loss aversion.
2. Overconfidence.
3. Self-control.
4. Status quo.
5. Endowment.
6. Regret aversion.

Loss Aversion Bias

This week we’ll look at one of the six emotional biases: Loss Aversion
Bias. An emotional bias is a distortion of cognition and decision-making
that results from emotional factors. Emotional biases are more challenging
to correct than cognitive errors since they are based on impulses or
intuition rather than conscious judgments.

Loss aversion refers to the habit of evading losses to realize gains.
Rational investors should be willing to assume more risk to increase gains,
not mitigate losses. Loss aversion makes investors hold their loss-making
investment to avoid recognizing losses and instead, sell their profitable
investments to lock in profits.

Effects of Loss Aversion Bias

Through fundamental analysis, investors may hold onto loss-making
investments for a longer period than necessary in the hope that they
would return to profitability.
Fearing that the gains will dwindle, investors may enter a gain
position earlier than the fundamental analysis recommends.

How to Detect and Overcome Loss Aversion Bias

Loss-aversion bias can be mitigated by using a disciplined
investment approach. Even if a loss is emotionally painful, a logical
evaluation of the chances of gains and losses may aid investors in
making investment decisions.

 

(Source: CFA Institute, AnalystPrep)

MARKET SUPPORT

The key level of support to watch for the S&P 500 is at around the 3,666
level.

The key level of resistance to watch for the S&P 500 is at around 4,000 to
4,160

Recall 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.

ZOOM SEMINAR: The World in Year
2030

Let's look ahead to 2030 to highlight 10 of the most exciting and in some
cases life-changing developments uncovered through global research
efforts. We hope this report helps you put the future in perspective and
provides some reassurance that it looks bright for long-term investors. 

Date: Thursday, July 21st

Time: 5-6pm MT

Brought to you by: Capital Group | American Funds
Guest host: Roger Bianco, SVP - Wealth Management Consultant

RSVP NOW
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intended to provide specific advice or recommendations for any
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