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Wednesday, August, 24, 2022 
 
 

• Yield On 10-Year Moves Above 3% Level 
• Brent Crude Rises Above $100 Per Barrel 
• Commodity Stocks Gain Upside Momentum 
• Q2 GDP Second Estimate Tomorrow  
• Friday - Powell Keynote Speech At 10:00 Eastern Time / Core PCE 

At 8:30  
 
 
The S&P 500 has lost 2.1% for the week in a move that puts it below the 4170 
level which we've been targeting as an important threshold in determining near-
term price action for this Index. 
 
This week's move below 4170 is negative however, the RSI for the S&P 500 
remains in positive territory while the stochastics on the daily chart are now 
negative. This creates a mixed but negatively biased outlook for this Index. 
 
We expect more clarity over the next 2 days, as highly anticipated information will 
be released which is expected impact price action in the markets. Should the 
markets reaction be constructive, a close back above 4170 would be positive 
however, the 200-day moving average would then act as the next area of upside 
resistance. 
 
The Nasdaq has declined 2.2% amid losses in Semiconductor and Software as 
well as Retail stocks. Each of the heavyweight FAANMG stocks have fallen more 
than this Index with Tesla (TSLA) being the sole exception. 
 
As stated in our Sunday report, we'll need these heavyweight names to resume 
their outperformance from earlier this month in order to provide us confidence in 
the near-term potential for Growth stocks. That said, interest rates were much 
lower in early August than they are now. 
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DAILY PRICE CHART OF S&P 500 INDEX 

 

 

 

This week, the yield on the 10-year Treasury moved above 3% which is a negative 
for Growth stocks, however; historically, rising rates area  positive for Oil and other 
commodities. 
 
This week, Energy stocks are the top performing as oil prices have moved back 
above the $100 per barrel price amid supply concerns. As mentioned in our 
Sunday report, we highlighted Occidental (OXY) as poised to trade higher this 
week but were not convinced that group dynamics were in place to add the stock 
to our Suggested Holdings List. 
 
Today, we're adding OXY following its 3-month base breakout on heavy volume. A 
pullback to its 5-day simple moving average in the $71 range would be an ideal 
entry point. The stock is bullish on both its daily and weekly charts. 
 
Alternative Energy stocks perked up today with rally moves in both Enphase 
(ENPH) and Sunpower (SPWR) from our List that put both stocks above their 5-
day simple moving averages and into a strong buy zone. Both stocks can be 
bought at current levels. 
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Semiconductor stocks are down 3% this week (using SOXX) however, O N Semi 
(ON) is in a strong buy zone as it hovers just above its $71 base breakout level 
after a slight pullback on very light volume. As you may recall, the company 
provides Semi components that are critical to the electrification of autos. 
 
In Software, Alterniatve Energy related software company Stem (STEM) is in a 
buy zone with a break back above its 10-day mav putting it into a strong buy 
zone. STEM rallied in line with other alternative energy related stocks today. 
 
Paycom (PAYC) from our List has held in better than its Software peers as well 
after a slight pullback to its 21-day moving average. With its RSI remaining in 
positive territory, a move back above its 10-day at $383 would put the stock into a 
strong buy zone.  Ideally, we'd like more constructive price action in the Software 
group as a positve backdrop. (using IGV) 
 
Elsewhere in Technology, Apple (AAPL) is down slightly more than the markets 
however, the RSI on its daily chart remains positive with the stock finding support 
at its 21-day moving average.  This is constructive price action and the stock can 
be held. 
 
In Healthcare, Vertex (VRTX) is finding support at its 50-day moving average and 
a move back above its 10-day mav would put the stock into a strong buy zone.  
 
Overall, the markets remain on edge ahead of Fed Chair Powell's comments on 
Friday. Ideally, investors would like to hear that the Fed will move to reduce 
inflation but that they're confident they can pull back from hiking rates into early 
next year. 
 
Other data relevant to upcoming Fed decisions on interest rates will be released 
over the next 2 days, with GDP and Core PCE reports. The numbers as well as 
investor's response will provide insight into sentiment at this time. 
 
We'll provide insights in this Sunday's report regarding the data as well as what 
we see in the subsequent price action. 
 
Warmly, 
Mary Ellen McGonagle 
Editor, MEM Edge Report 

 

 


