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OVERVIEW

Equities found some relief last week with the three major averages
climbing 6% on an oversold bounce, ending the seven consecutive weekly
losing streak that stock market had been on. A smaller rise in the personal
consumption expenditures price index, the Fed’s preferred measure of
inflation, triggered a strong rally on Friday. Meanwhile, bonds have quietly
strung together 3 straight weeks of gains following a painful start to the
year for the group.

Still, stocks remain well off their highs. The Dow is about 11% below its
record, the S&P 500 is down more than 14%, and the Nasdaq is off by
roughly 25%.

Almost all other assets rose along with stocks, with only the dollar and
cryptocurrencies lagging during the week. Last week, The Federal
Reserve Bank of Atlanta President Raphael Bostic said policymakers
could pause rate hikes in September if two half-point moves were made
during the next two meetings. Chairman Jerome Powell added that the two
moves in June and July could leave more room for rate increases if
inflation data continues to show elevated levels.

Officials believe expedited tightening in the coming months would leave the
Fed “well-positioned later this year to assess the effects of policy
firming and the extent to which economic developments warranted
policy adjustment.”

INFLATION CHECK-UP

As shown in the chart below, one month of improvement on the inflation
front isn’t enough to mark a definitive reversal in the data, but it’s at least a
start in the right direction. We’ll want to see a few consecutive months
of improvement before we say the worst is behind us. We are also
monitoring news released this week that officials in Shanghai will take
some major steps toward reopening and ending the two-month COVID-19
lockdown in China’s largest city that has kept most residents confined to
their homes. The news could give further relief on the inflation front
by helping ease supply chain bottlenecks.

MARKET LEVELS

The key level of support to watch for the S&P 500 is at around the
3,800 level.
The key level of resistance to watch for the S&P 500 is at 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.

WHAT WE ARE WATCHING

The key data this week will be the ISM manufacturing index out
Wednesday, and the ISM services index and the May jobs report out
Friday.

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

Tuesday: Consumer Confidence.
Wednesday: Institute for Supply Management (ISM) Manufacturing
Index. Jobs Openings and Labor Turnover Survey (JOLTS).
Thursday: Automated Data Processing (ADP) Employment Report.
Jobless Claims. Factory Orders.
Friday: Non-Farm Payroll Report for May. Institute for Supply
Management (ISM) Services Index.
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