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OVERVIEW

The U.S. equity market declined about -2% last week in a Holiday
shortened 4-day trading week. Market action continues its 2022 path of
fits and starts marked by fast selloffs that are followed by even faster relief
rallies before repeating again. Despite the seemingly never ending back
and forth, the next leg higher or lower could come from a dramatic pickup
in the number of companies reporting Q1 earnings this week and next. 

70 companies in the S&P 500 report earnings this week with a few notable
bellwethers that are representative of the broader economy. These
earnings reports will offer insight on how companies are grappling with
inflation and which ones are best able to pass on price increases to
customers. 

Bank of America (BAC) shares are up after reporting Monday morning.
Other notable bellwethers set to report this week include Netflix, Snap,
Procter & Gamble along with Union Pacific and United Airlines. Each of
these companies represent different important segments of the U.S.
economy including financials conditions, tech and other consumer
spending along with travel and leisure and the supply chain. 

On Wednesday, results are due from Tesla, where investors will be looking
for any information on CEO Elon Musk's $43 billion buyout offer for Twitter
(TWTR), whose shares were rising Monday after the social-media
company announced a so-called "poison pill" plan to thwart any takeover.

RECESSION ODDS, HEADLINES AND
BEHAVIORAL BIASES

With the consistency of negative headlines out today, its understandably
hard to reconcile with the fact that the underlying U.S. economy is indeed
on solid footing. For example, some 81% of adults said they think the U.S.
economy is likely to experience a recession in 2022, according to the
CNBC + Acorns Invest survey. Negative headlines feel worse than positive
headlines feel good. When we’re bombarded with headlines of war, the
pandemic, and sky high inflation we tend to let our beliefs and feelings
overtake us, making it hard to think objectively about the net state of the
U.S. economy. 

In addition, U.S. consumers are seeing all sorts of various headlines
focused on the economic “recession odds” debate, whether coming from
news organizations, Wall Street strategists or Federal Reserve members.
For example, this week Goldman Sachs’ economists released a report
saying they sees the odds of a recession at about 15% in the next 12
months, with the odds rising to 35% over the next 24 months. Similarly, a
Wall Street Journal survey of economists this month puts the odds of a
recession in the next 12 months at 28%, up from 13% a year ago but still
a ways off from reaching 50%. 

Since the pandemic, the U.S. labor market has added back millions of
jobs and is nearing its pre-pandemic state and wages have gone up for
many workers including those in lower-paying jobs. While its true
economic indicators may be slowing, they aren’t by any means flashing
red alarm bells. 

While it may be too early for Americans to prepare for a recession, we
could take steps now to better our financial situation regardless. That
includes boosting emergency and retirement savings, as well as trimming
budgets to keep spending down amid inflation that’s likely to continue.

MARKET SUPPORT AND REISTANCE
LEVELS

As shown in the chart above, the S&P 500 could use some direction
regarding its next move forward. Q1 earnings season picks up steam this
week and could help provide the next boost higher for the stock market. 

Key levels of resistance to watch for the S&P 500 are at 4,592
followed by 4,621
Key levels of support to watch for the S&P 500 are at 4,223 followed
by 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

Events to watch this week:

Tuesday: Housing Starts.

Wednesday: Existing Home Sales.

Thursday: Jobless Claims. Index of Leading Economic Indicators.

Friday: Purchasing Managers’ Index (PMI) Composite Flash.

Source: Econoday, April 14, 2022
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