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A Word on the Market

By: Patrick Adams, CFA

In the PVG March 16™ “Market in a Minute” we said two things
that have played out, on a technical basis, the market needed to
break through a resistance on the S&P 500 of around 3943
otherwise the support was 3750. The S&P 500 obvious broke
through that resistance level and is now close to our best-case
scenario of 4275. On Friday, the S&P 500 hit a high of 4185,
2% from our year-end 2022 target. On our fundamental
valuation basis, there is not much upside in the market. We also
discussed that our upside target of 4275 for the S&P 500 was
based on much better-than-expected earnings of $225 for 2022
versus consensus of $200. The economy has been stronger than
the market expected, but as we expected. The expectation of
strong growth is largely discounted by the market. At this
point, the thing that has changed from our expectations since
March 16" it appears Biden maybe willing to accept a lower tax
increase of 25% rather than 28%.

We mentioned last week the bank earnings were going to be
very strong, were they ever, J.P. Morgan beat the consensus
by a whopping 53%! But the stock is flattish...already priced
in.

On a technical basis, the market has been overbought for about
three weeks now. This has allowed the market a significant
enough run that a pullback is justified. Below is a one-year chart
of the S&P 500 in blue, 20-day moving average in red, 50-day in
green, 200-day in purple. You can see every time the S&P 500
gets too far out in front of the 20-day it pulls back to the 50-
day. Based on this repeating pattern the chances of a 5%
pullback seem likely when combined with our fundamental
view of limited near-term upside.



http://cts.vresp.com/c/?PVGAssetManagementCo/2f3bc9b062/TEST/aabcf56eb2
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Source: Bloomberg & Yahoo.com, Returns are appreciation

S&P Sector Performance: As of April 16, 2021
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Source: Bloomberg website, Returns are appreciation only.
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Economic Events This Week

Apr-20

| CPl g/q

‘ 0.8%

0.5%

Apr-21

| Overnight Rate

‘ 0.25%

0.25%

S&P 500 (*GSPC) ¢
4,163.26 -22.21(-0.53%)

@ Indicators @ Comparison ~ E3 Dat

In the past month, the Russell 1000 Growth has strongly
outperformed the small cap index, the Russell 2000, by 10.6%,
that is very significant. There is an old Wall Street adage that “The
generals cannot get too far out in front of the troops or they get
slaughtered”.

Perhaps the market has a little rotation into small cap before it
pulls back or has a correction.

Russell 1000 Growth in Green and Russell 2000 in
Blue One Month
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Apr-22

Unemployment
Claims

Apr-23

French Flash
Services PMI

Apr-23

German Flash
Manufacturing
PMI

Apr-23

German Flash
Services PMI

51.1

Source: Briefing.com

Economic Events Last Week

Event

Date

After March stimulus checks, U.S.
budge deficit climbs to $660 Billion

Apr-12

year high

U.S. consumer price index hits 2 %

Apr-13

March

U.S. industrial output rebounds in

Apr-15

rebound

America faces dire housing shortage
causing New-home construction to

Apr-16

Source: Briefing.com




