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OVERVIEW

Fed Rate Hike Announcement Coming Wednesday July 27th

The Fed is expected to hike rates by 0.75% on Wednesday according
to economists who also project the Fed will raise rates by another 0.50%
at the next meeting in September. That would lift the upper range of the
central bank’s policy target to 3.5% by the end of 2022, the highest level
since early 2008. The market currently expects rates may peak at 3.75%
in February 2023 and then decline throughout the year as the Fed will
likely begin cutting again.

Equities climbed last week as investors continue to grapple with a long list
of various macros cross-currents from the usual suspects including
inflation, Fed rate hikes, and the slowing growth vs recession debate. We
will likely see further volatility in this jam-packed week that includes
the Fed’s July meeting announcement on Wednesday, the release of
Q2 GDP on Thursday, and earnings releases from 172 companies in the
S&P 500 scattered through the week.

With the market climb last week, the S&P has risen +9% from its June
lows while the Nasdaq has climbed +13% off its recent June lows. The
S&P and Nasdaq are still down -17% and -24% YTD so for now these
shorter-term rallies should be considered bear-market rallies.

According to LPL Financial, the biggest bear market rallies within bear
markets tend to be around 15%, suggesting the size of this bear market
rally doesn’t necessarily mean the new bull has begun just yet.

There is still plenty of work to be done on the equity market’s upside
before we can definitively say the worst is behind us, but the recent rises
are still positive developments, nonetheless. A move above 4,170 on the
S&P 500 would be a very positive move for the market from a trend
perspective.

Next week will see some of the biggest tech names on Wall Street
report, including Microsoft (MSFT), Meta (FB), Apple (AAPL) and
Amazon (AMZN), along with stalwarts from other sectors including Pfizer
(PFE), Chevron (CVX), Boeing (BA), McDonald’s (MCD) and Caterpillar
(CAT).

WHAT WE ARE WATCHING

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

Monday: ---

Tuesday: Case-Shiller Home Price Index (May), New Home Sales (June)

Wednesday: FOMC Fed Announcement (July), Durable Good Orders
(June), Pending Home Sales (June)

Thursday: US Real GDP QoQ (Q2, 1st reading)

Friday: PCE Price Index (June), US Personal Spending (June), US
Personal Income (June), Michigan Index of Consumer Sentiment (July)

Companies reporting earnings this week:

Monday: Newmont Corp (NEM)

Tuesday: Raytheon Technologies Corp (RTX), Microsoft Corp (MSFT)

Wednesday: Alphabet Inc (GOOGL), Qualcomm Inc (QCOM), Starbucks
Corp (SBUX), Waste Management Inc (WM), Meta Platforms Inc (META)

Thursday: Apple Inc (AAPL), Amazon.com Inc (AMZN), Digital Realty
Trust Inc (DLR), Intel Corp (INTC), McDonald's Corp (MCD), Merck & Co
Inc (MRK), Northrop Grumman Corp (NOC), Pfizer Inc (PFE), Southern
Co (SO), Thermo Fisher Scientific Inc (TMO), Honeywell International Inc
(HON)

Friday: Caterpillar Inc (CAT), Chevron Corp (CVX), Procter & Gamble Co
(PG)

BEHAVIORAL FINANCE TOPIC-OF-
THE-WEEK

“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.

This week we’ll look at one of the six emotional biases: Self-control.

Self-control bias occurs when people pursue instant gratification instead
of long-term goals. For instance, although many people can and are ready
to save money for the future, self-control makes it difficult for them to
scale down their current consumption rate.

Effects of Self Control Bias

Due to their failure to save for the future, investors may take on
excess stock market risk to generate higher returns.
Borrowing too much may lead to investors being unable to meet their
current consumption needs.

How to Detect and Self Control Bias

Investors should create personal budgets and ensure that they have
appropriate investment plans. Furthermore, the plans must be written
to be reviewed regularly.

(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.

Upcoming Events

Visit the JFG YouTube Channel
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