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Market ‘ Factor ‘ Indicators

ASX 100, FTSE 100 & NDX 100 ECONOMIC
FUN (Fundamental)

Better news on Covid, vaccinations, re-openings, economic growth, and earnings is responsible for a
good first halves in the market.

Current Situation - (06/08/2021)

e Monday 2" August 2021 - U.S. stocks gave up early gains and turned negative for the session on Monday
as concerns about Covid variants and peaking economic growth weighed against strong earnings results.
The weak performance for stocks came as Treasury yields and oil prices dipped, signalling that some
investors may be concerned about economic growth even as earnings results show strength.

e  “The markets are having a hard time making up their mind as investors look for the next catalyst in either
direction,” Canaccord Genuity analyst Tony Dwyer said in a note to clients. “The fear over the Delta variant
of the Covid-19 virus and the other side of ‘peak everything’ has investors on edge, while the monetary and
fiscal support for the economy coupled with historically strong earnings keeps liquidity high.”

e One source of optimism on Monday came from Washington as senators introduced a bipartisan
infrastructure bill over the weekend. The bill includes $550 billion in new spending over five years. That’s
on top of previously approved funds of around $450 billion. Infrastructure stocks, including Caterpillar,
jumped when the market opened but turned negative later in the session.

e  Friday 6t August jobs report showed that the U.S. economy added 943,000 jobs in July, according to the
Labour Department. Economists expected the economy to have added 845,000 jobs last month, according
to estimates from Dow Jones. The unemployment rate dropped to 5.4%, below the estimate of 5.7%.

e Stocks tied to the economic recovery rose after a stronger-than-expected jobs report on Friday, sending
two key market averages to all-time highs. The Dow Jones Industrial Average rose 144.26 points, or 0.4%,
and closed at an all-time high of 35,208.51. The S&P 500 rose nearly 0.2% to clinch its own record close at
4,436.52, while the tech-heavy Nasdaq Composite dipped 0.4% to settle at 14,835.76. Industrials, retailers,
and energy stocks also gained as the jobs report soothed concerns about the economic comeback.

e The 10-year Treasury yield, which has drifted lower over the summer, jumped as high as 1.3% on Friday.
Yields move inverse to prices.

e Ontheflip side, tech shares declined as the jump in rates caused investors to take profits in the names and
move back into stocks that could benefit more from faster economic growth. Amazon and Apple dipped
slightly, while Zoom Video fell 3.8%. Higher rates can expose tech stocks’ lofty valuations.

e  Defensive stocks, such as utilities and health care companies, also slumped after the report.

e Wall Street was focused on Friday’s jobs report given its potential to affect the Federal Reserve’s policy
going forward. Fed Governor Christopher Waller told CNBC on Monday that he would advocate for the
central bank to taper its asset purchases if the next two jobs’ reports showed a healthy recovery.

e Theluly report showed that the economy was recovering, but not so quickly to force immediate action
from the central bank, some strategists said.

e “Anice number. Strong, but not overly strong. ... | think the Fed will take comfort that the substantial
progress toward labour force progress is in the works, but nothing was concerning in the report,” said
Yung-Yu Ma, chief investment strategist at BMO Wealth Management. “Although the number was strong,
and the last month’s numbers were revised upwards, | don’t think there’s anything that stands out that
would lead the Fed to shift its course.”

e Small cap stocks performed well after the report, with the Russell 2000 rising 0.5% to finish the week with
a gain of just under 1%.




Previously - (30/07/2021

e  Wednesday 28t July 2021 - Stock futures mixed after Fed keeps interest rates near zero. The moves in
futures came after Fed Chairman Jerome Powell cautioned in a press conference that although the
economy is making progress toward its goals, it has a way to go before the central bank would adjust its

easy policies. ““We have some ground to cover on the labour market side,” Powell said. “I think we’re
some way away from having had substantial further progress toward the maximum employment goal. |
would want to see some strong job numbers” before winding down the central bank’s $120 billion a
month bond-buying program.

e  Thursday 29t July 2021 - 400,000 people filed initial claims for unemployment benefits for the week ended
July 24. That level is nearly double the pre-pandemic norm and above a Dow Jones estimate of 385,000.
This certainly justifies a more patient approach from the Fed though.

e  The U.S. Bureau of Labour Statistics will release the July employment report on the morning of Friday, Aug.
6. It's expected to show 788,000 nonfarm payrolls, down from 850,000 in June, according to Dow Jones.
The unemployment rate is expected to dip to 5.7% from 5.9%. Average hourly wages are expected to rise
3.9% year over year.

e  Therefore, Friday 6% August could be a game changer. Before that, stocks is expected to trade in a narrow
range. If the number of jobs added in July is much higher than expected, at more than 1 million,
the market could immediately sell off on the idea the Fed would be ready to pare back its bond purchases.

e We expect to see a stock market correction, possibly later this summer. We’re going to have our first major
correction. What we’re likely to get is at least 10% or more. ... It could really happen when they [Fed
officials] make the announcement in September.”

e U.S. stocks fell on Friday amid a slide in Amazon shares, but the S&P 500 notched its sixth straight positive
month. The major averages managed to wrap up a solid month, although volatility has picked up amid
concerns about the economic recovery in the face of the spreading delta variant.

Source: Bloomberg news, CNBC news.

TECH (Technical)
Week ahead
NDX - NASDAQ 100

For full weekly technical analysis and key resistance and support levels for major stock indices, follow Pre-Market
Checklist at: PRE-MARKET CHECKLIST — The Intelligent Day Trader
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THE WEEK AHEAD - PRICE ACTION

TIDT KRS Expectations
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TIDT KRS (The Intelligent Day Trader Key Resistance and Support)
For complete and extended KRS on major stock indices visit: TIDT KRS — The Intelligent Day Trader
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e  Good first halves for the market usually bode well for the rest of the year. Whenever there has been a
double-digit gain in the first half, the Dow and S&P 500 have never ended that year with an annual
decline, according to Refinitiv data going back to 1950.



https://theintelligentdaytrader.com/?page_id=1809
https://theintelligentdaytrader.com/?page_id=1298

e  The Fed and rising Inflation concern will continue to dominate the market in the weeks ahead.

e Stocks have gone a relatively long period without any major sell-off. The S&P 500 notched its fifth positive
month in a row, rising 2.2% in June. The broad index also posted its best first half since 2019.

e  24th June - U.S. $1 trillion infrastructure package - White House had struck an infrastructure deal with a
bipartisan group of senators. The lawmakers have worked for weeks to craft a roughly $1 trillion package
that could get through Congress with support from both parties. The framework will include $579 billion in
new spending on transportation like roads, bridges and rail, electric vehicle infrastructure and electric
transit, among other things.

e The stock market overall has been bolstered by a strong earnings reporting season, with nearly a quarter of
the S&P 500 having already reported. Of those companies, 88% have reported a positive surprise,
according to FactSet. That would mark the highest percentage of reported surprises within the S&P since
2008 if that figure holds throughout the earnings season.

e  https://www.cnbc.com/2021/08/02/as-the-economy-hits-its-peak-stock-market-gains-could-be-harder-to-
come-by.html

Source: Bloomberg news, CNBC news.
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