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Stocks Consolidate Last Week – Stocks peeled back last week following
Fitch’s downgrade of the US AAA credit rating. Lackluster earnings from
Apple sparked a pullback in the best performing Technology sector.
Shares of AAPL had been up 50% year-to-date to start the month of
August so a pullback was more than overdue to work off some of the
overbought conditions. Along similar lines, the Tech sector had been up
44% year-to-date before its recent pullback of about -7%.  

Further developments bringing jitters to investors:

Loftier valuations in the stock market. The S&P trading at close to
20x forward earnings (i.e. forward P/E).
Another move higher in interest rates over the previous two weeks.
Last week the US Treasury announced it had a “larger-than-
expected funding need” meaning further US debt would need to be
issued to make up for the funding shortfall. Investors had already
been on edge about US funding needs from the US debt ceiling
drama earlier this summer.
After Fitch last week, Moody's this week lowered its credit ratings on
several US regional banks it said faced "growing profitability
pressures" from higher rates and their exposure to commercial real
estate, raising new worries over the banking sector. Most of the
arguments Moody’s made though have been known for a year if not
longer so the timing was suspect just a week after Fitch grabbed the
limelight.

This week will be highlighted by the monthly CPI inflation reading on
Thursday, and Producer Price Index (PPI) inflation report on Friday. A
lower-than-expected reading on CPI could be the spark that reignites
more market upside so investors will be closely watching.

LPL made the following interesting comment this week regarding inflation,
the Fed and Consumers’ credit cards: “As investors await tomorrow’s
inflation report, they are working through the emergence of a new market
narrative, that of a Fed pausing while consumers figure out how to pay off
the credit card debt accumulated over the past year. Yesterday’s market
action revealed a bit of caution after the Fed released the Quarterly Report
on Household Debt and Credit for last quarter. Credit card debt rose over
16% from a year ago, the highest annual growth since 2001.” (LPL.
8/9/2023) 

Market Support

The next level of resistance to watch for the S&P 500 on the upside is at
4,600.

The next levels of support to watch for the S&P 500 on the downside are at
around 4,300 and 4,200.

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 this week:

Monday: Consumer Credit (Jun.)

Tuesday: --

Wednesday: --

Thursday: Weekly Initial Jobless Claims, CPI Inflation data (Jul.)

Friday:  PPI Inflation data (Jul.), Univ. of Mich. Consumer Sentiment
Index (Aug. Prelim.)

Inflation & Your Money

It's important to understand how inflation is reported and how it can affect
investments.

Learn More

Inflation and Your Portfolio

Even low inflation rates can pose a threat to investment returns.

Learn More
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