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The S&P 500 capped off last week on a positive note with a strong rally to close above both its 50-
and 200-day moving averages. The last time the index closed above both key moving averages
was back in January. With the S&P 500 starting to push into overbought territory, we will look to
take profits and reduce our risk this week. In addition, on a pullback, we will be watching to see if

the index can establish support at the top of its downtrend line.

Stocks Bounce
Global equities are on their best weekly run since 2020
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What To Watch Today

Economy

e 8:30 a.m. ET: Chicago Fed National Activity Index, February (0.50 expected, 0.69 in
January)

Earnings

¢ Nike (NKE) to report adjusted earnings of 72 cents on revenue of $10.61 billion

Weekly Market Recap With Adam Taggart
https://youtu.be/D3Rb1eSvOV4

Market Trading Update

We previously stated that any rally above the downtrend would test the 50- and 200-dma averages.
That test occurred on Friday, with the index clearing the 50- and sitting just below the 200-dma.
With markets back to short-term overbought, it may be challenging for markets to clear resistance


https://realinvestmentadvice.com/wp-content/uploads/2022/03/EQ-GL-FLows2203210438.png
https://finance.yahoo.com/quote/NKE?p=NKE&.tsrc=fin-srch

next week.
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On a positive note, investor sentiment and positioning remain negative. While the rally did reverse
some negativity, it still provides "fuel” for a rally through the end of the month.

AAII Net Bullish Sentiment vs S&P 500 ? R estment
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Several things currently suggest a follow-through rally is possible, encouraging the "bulls" to
declare the "bottom is in."

1. Extremely negative investor sentiment.
2. High cash levels


https://realinvestmentadvice.com/wp-content/uploads/2022/03/SP500-Chart-1-031822.png
https://realinvestmentadvice.com/wp-content/uploads/2022/03/AAII-Net-Bullish.png

3. Low equity positioning by fund managers.
4. Equity fund flows are strong.
5. Stock buybacks remain strong

But other issues suggest this rally may be limited to the upside, keeping this a more tradeable rally.

Liquidity that drove the rally from the 2020 lows is reversing.
The Fed is hiking interest rates

Inflation is hot

Earnings will slow along with economic growth.

There are a lot of ?trapped longs? that need an exit.

g

TPA Research ? Top 10 Stocks To Buy And Sell

Click on RIAPro+ today to add TPA Research to your subscription for just $20/month.

" These are high conviction stocks that TPA has
TURNING - recommended recently. They are technically
PE.[”J ‘ Y positive for Buys or negative for Sells and trading
" at or near their investment action levels.
March 21, 2022
THIS WEEK'S TOP 10 BUYS AND TOP 10 SELLS
BUYS
Action Distance

Ticker Name Last Price Price to Action
1 CTSH Cognizant Technology Solut: 9172 85.00 -7.33%
2 AMD Advanced Micro Devices Inc 113.46 105.00 -7.46%
3 QQQ Invesco QQO Trust 251.49 325,00 -7.54%
4 CRM Salesforce.com Inc 218.80 195.00 -10.88%
5 NET CloudFlare Ine 109.84 95.00 -13.51%
6 NVDA Nvidia Corp 264.53 20500 -14.04%
- AXP American Express Co. 190.72 162.00 -15.00%
8 U Unity Software Inc 07.15 80.00 -17.05%
g CRWD Crowdstrike Holdings Ine 208.00 170.00 -18.29%
10 SQ Block Inc - Ordinary Shares 140.64 110.00  -21.79%
SELLS

Action Distance

Ticker Name Last Price Price 1o Action
1 TXT Textron Ine. 75.15 75.25 0.13%
2z ADP Automatic Data Processing ] 214.09 215.00 0.14%
3 BLD TopBuild Corp 231.65 232.00 0.15%
4 CDW CDW Corp 179.30 180.00 0.34%
5 MANH Manhattan Associates Inc. 140.51 141.00 0.35%
6 MSI Motorola Solutions Ine 223.00 235.00 0.82%
7 VMC Vulean Materials Co 183.47 185.00 0.83%
8 ETN Eaton Corporation PLC 155.58 157.00 0.91%
9 TYL Tyler Technologies Inc. 415.00 440.00 0.92%
10 ACN Accenture ple 323.95 340.00 4.95%



https://riapro.net/portfolio/tpa-research
https://realinvestmentadvice.com/wp-content/uploads/2022/03/Top-10-buys-and-sells.png

Mortgage Rates Cut into February Existing Home Sales

Existing home sales in the U.S. fell 7.2% MoM in February, completely wiping out the spike in
January. It was the largest sequential decrease since February 2021, and sales fell 2.4% YoY. As
we noted on Friday, rising mortgage rates are beginning to harm affordability in the housing
market. In concert with the short supply, higher rates will continue dragging on sales in the coming
months. The chart below, courtesy of Reuters, shows the market had 1.7 months of supply in
February- just off record lows from January. «On a positive note, the higher mortgage rates' impact
on affordability should help moderate the rate of home price appreciation.

U.S. existing home sales and housing inventories

Existing home sales, millions (SAAR)
RIGHT AXIS: Existing one-family homes on the market - months supply

Sourco. Rofinitry Datastream / S Culp 180472022
The Week Ahead

This week will start light on economic data then pick up as the week goes on. Today kicks off with
the Chicago Fed National Activity Index report for February. Expectations are for an increase to
0.75. On Wednesday, we will get new home sales data for February with expectations for a rise to
0.813M (SAAR). Thursday will hold updates on Durable Goods Orders for February, jobless claims
data, and the Markit PMI for March. Friday, we cap off the week with a final reading of the
University of Michigan Consumer Sentiment Index for March and February Pending Home Sales
data.

Fed speakers will be out in droves this week following last Wednesday's FOMC meeting. We will
hear from Bostic and Chair Powell today, followed by Williams, Daly, and Mester tomorrow. Powell
and Daly will speak again on Wednesday. Then on Thursday, Waller, Evans, and Bostic are
scheduled to speak. Friday will hold speeches from Williams, Barkin, and Waller.

The Growth Trade Gets a Bid

The S&P 500 has fallen 6.1% YTD as investors grapple with the Fed, inflation, and geopolitical
factors. Conventional wisdom says defensive positioning is the place to be in a down market, which
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has held up so far this year.

The chart below illustrates how factor performance trends have evolved over the last 245 trading
days. The value/dividend trade is substantially outperforming the growth/momentum trade YTD.
However, last week's post-FOMC rally put a spark back in the tech- and discretionary-heavy
growth/momentum trade. Although, with the S&P 500 getting into overbought territory, that move
may be coming to an end. On a positive note, a pullback would give the index a chance to establish
support at its downtrend line and confirm a breakout.

Relative Performance to SPY
i trading days 5 : 20 20 20 : 60 50 60 :
Y e3/1/22- 1 o2/11/22- 01/14/22 - 12/17/21- | 09/24f/21-  o07f02/21- = o04fo9f21- |
Dates: 1 | 1 YTD
03/18/22 | 03/11/22 02/11/22 01/14f22 | 12/17/21 09/24/21 07/02/21 |
small Caps -0.46% I 2.32% -0.81% 4% | 714% -5.03% 244% | -0.41%
Mid Cap 400 -0.78% I 1ea% 0.43% Los% | -2.60% -2.85% 2.92% 1 1.56%
S&P 500 0.27% 1 0.03% -0.01% -0.05% |  0.08% -0.03% 0.08% | 0.27%
small Cap Value -1.44% I 282% 0.67% 3.4%% | 2.72% -4.06% 161% | 5.32%
Mid Cap Value -1.62% : 3.21% 0.23% 4.12% : -1.39% -3.51% -3.82% : 5.47%
S&P 500 Value -1.62% | 1.3%% 2.04% 3.34% | -1.35% -2.58% 2.03% | 5.14%
Low Beta [Low Vol.] -2.98% - 3.83% 1.07% -1.04% ) 2.99% -1.00% -130% | 1.27%
High Dividend Yield -2.31% I 1e3% 2.38% 326% | 126% -3.07% 239% | 6.48%
Buyback Achievers -0.58% 1 -0.18% 0.40% 2.25% 1 -1.96% -1.35% 0.36% 1 2.12%
small Cap Growth 1.86% I 1a6% 0.03% 651% | -10.08% -1.78% 2.12% | -5.46%
Mid Cap Growth 0.69% I 0.a2% 0.74% 266% | -3.26% -2.18% A18% 1 -1.50%
S&P 500 Growth 2.32% | -131% -2.01% 310% |  1.37% 2.21% 2.01% | -4.00%
Mega Cap Growth 2.82% V' 7% -2.33% 347% | -1o09% 2.55% 1.38% | -s.69%
Momentum 3.04% : -2.22% 0.21% -3.50% : -7.12% 2.82% -3.32% : -2.39%
High Beta 3.11% | -2.84% 0.06% 426% | -3.74% -3.02% 154% | 2.61%
semiconductors 3.35% ! -175% -8.07% 2.72% | 5.48% 2.61% 45% | -6.15%
"Disruptive Tech" 12.51% : -18.07% -5.17% -18.50% : -20.61% -10.95% -1.44% : -24.06%
Equal Weight S&P 500 -0.70% I 0.90% 1.35% 1.89% | -1.54% -1.32% -0.51% | 2.98%
Emerging Markets 0.73% I 799% 2.45% 299% | 8.75% -9.65% 3% | -0.7a%
Developed Markets 1.00% I as1% 1.16% 061% | -6.60% -2.18% 283% 1 087%
EAFE 1.64% | -4.66% 1.02% 201% | -8.14% -1.14% 3.67% ] 0.17%
Precious Metals 1037% ) 13.77% 10.48% 0.97% | -3.45% -13.31% 2.44% T 15.10%
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Global Manufacturing Activity Could See More Downside

The chart below from Julien Bittel makes a good case for further downside in the Global
Manufacturing PMI. The OECD diffusion index tends to lead Global Manufacturing PMI by about
six months, give or take, and displays a solid relationship over time. Interestingly, it appears that
the relationship was stronger pre-GFC than it has been in the days since the GFC.
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OECD Diffusion Index: % of Countries With Rising LEls MoM vs. Global Manufacturing PMI
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Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.
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