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SUMMARY- 

I. NASDAQ leads stocks lower as 4-week correction widens. 
 

II. Market volatility stems from rate cut reset, geopolitical 
turmoil, and earnings outlook anxiety. 

   
III. Corrections are normal and most don’t signal bear markets. 

 

IV. Easing tensions, moderating oil prices, new inflation data, and 
positive earnings guidance could trigger oversold bounce. 

 

 

  
Good morning: 

             

            The retreat from the record high that the S&P 500 achieved in late March 

accelerated last week as the index finished the week down 3.0% to post its third 

negative result in a row.  The NASDAQ’s fourth straight weekly decline was steeper at 

about 5.5% over concerns about upcoming technology earnings, while in contrast, 

the Dow posted a negligible gain as capital shifted to more defensive sectors in a 

highly volatile week.  The reassessment of expected Fed rate cuts after hotter than 

expected recent inflation data continues to reverberate through the financial 

markets.  Traders also had to contend with rising geopolitical tensions and military 

strikes in the Middle East putting pressure on oil prices in recent weeks.  While the 

magnitude of this month’s pullback has been relatively contained so far, it seems 

clear that the tone of the market has shifted to a more cautionary stance as patience 

for previously assumed imminent rate cuts wears thin.   



            U.S. Federal Reserve Chair Jerome Powell conceded that it’s “likely to take 

longer than expected” to gain sufficient confidence that inflation is on a sustainable 

downward track.  In a speech on Tuesday, Powell reinforced recent messaging about 

a delayed timeline for interest rate cuts, saying “it’s appropriate to allow restrictive 

policy further time to work.”  While most are not expecting inflation to resurge to the 

point where the Fed needs to resume hiking rates, the market’s repricing of the 

timing and magnitude to only one cut in 2024 has been a key catalyst to the equity 

market’s current correction as well as a move higher in short-term treasury bond 

yields.   

 

 

Source: Bloomberg 

 



            As most long-term investors come to learn, market corrections are an 

unpleasant but regular part of nearly every year.  Most such pullbacks of 5-10% do 

not expand into “bear market” declines of >20% and can serve to keep stock prices 

from becoming overvalued relative to earnings and historical levels.  With no new 

major military actions in the Middle East this weekend, attention will likely revert to 

corporate earnings on deck this week.  While early in this first-quarter earnings 

season with only 14% of S&P 500 companies having reported, some patterns have 

started to emerge.  Among the first to report results each quarter are the major U.S. 

banks which have generally exceeded expectations.  However, there was rising 

concern on bank forward-looking guidance, and whether net interest income 

could be maintained in this new "higher for longer" interest rate environment as 

the cost of holding deposits remains elevated.  As a result, the financial sector 

pulled back last week as expectations for future earnings were adjusted lower. 

            Several large mega-cap technology companies will report earnings this 

week, including a few of the so-called “Magnificent Seven.”  The expectations are 

high for these companies heading into earnings season, and while they have 

pulled back 6-7% in recent days, many of these stocks are still up over 20% since 

late October 2023.  Given the focus on guidance, it will be important for these 

companies to deliver solid outlooks for market volatility to remain contained in 

the technology and growth sectors.  Historically, tech stocks are the higher-

volatility parts of the market, and they tend to pull back more than the broader 

market in periods of down markets.  However, strong earnings results and 

favorable guidance could reignite some positive momentum in the technology-

driven sectors and the markets more broadly.  Furthermore, with these names 

among the very largest companies that trade, market-cap weighted indices like 



the S&P 500 could be heavily influenced by any price movement that occurs in 

these stocks that are given such an outsized weighting in the index.   

 

 

 

            We remain cautiously optimistic that this month’s correction after a solid 

move higher in stocks is not the beginning of something more protracted.  Bear 

markets tend to occur when the economy is in or entering a recession.  Our 

current economy remains resilient as evidenced by last week’s U.S. retail sales 

data coming in at double expectations further highlighting the healthy level of 



consumer spending.  Additionally, bear markets (like 2022) tend to occur when 

the Fed is hiking rates.  Although this last mile in its campaign to bring inflation 

down to the 2.0% target is proving more difficult, we believe the Fed will remain 

patient and committed to lowering rates as its next move.  The far-reaching 

impact of energy costs on prices of goods and services has many economists 

closely watching the commodity.  The price of U.S. crude oil briefly spiked around 

4% to more than $85 per barrel late Thursday in the wake of the latest hostilities 

between Israel and Iran.  However, prices quickly reversed course as tensions eased 

somewhat, and Friday afternoon’s price of around $83 marked a roughly 3% decline 

for the week.  Keeping a lid on oil prices will be important if inflation is going to 

resume its descent.   

 

 



 

            Thursday’s scheduled release of the U.S. government’s initial estimate of first-

quarter GDP is expected to show that the economy remained on a solid growth track 

but slowed relative to last year’s fourth quarter when GDP grew at a 3.4% annual 

rate.  An estimate released on Tuesday by U.S. Federal Reserve economists projected 

a first-quarter growth rate of 2.9%.   Along with this growth data, other key economic 

reports also have the potential to be market-moving this week.  New and existing 

home sales data, durable goods orders, and unemployment claims all could reveal 

hints at the economy’s trajectory.  The week concludes with Friday’s important PCE 

report (Personal Consumption Expenditures Price Index), along with the University of 

Michigan’s Index of Consumer Sentiment.   

            Although it is feasible that the current correction could continue for a while, 

the possibility of an oversold bounce could also materialize as this morning’s solid 

opening portends.  However, this could also come following a more dramatic 

washout move lower in equities like we have seen in recent years.  In this case, 

though, it seems more likely that any evidence of continued progress on inflation or 

earnings growth could prove more than enough to halt the selloff and get stocks back 

on track. 

Have a great week and Happy Passover! 
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Loftus & Preusser Wealth Partners is not a registered broker/dealer and is independent of Raymond 

James Financial Services. Securities offered through Raymond James Financial Services, Inc., Member 

FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors, 

Inc. 

  

DISCLAIMER:  

If you no longer want to receive this Monday Outlook email, simply reply to this email with “REMOVE” or 
“OPT OUT” in the subject line and we will remove you from our email list. 

Opinions expressed in this email are those of the author and are not necessarily those of Raymond 
James.  The information contained in this report does not purport to be a complete description of the 
securities, markets, or developments referred to in this material nor is it a recommendation. 

The information has been obtained from sources considered to be reliable, but we do not guarantee that the 
foregoing material is accurate or complete. 

All investments are subject to risk regardless of strategy selected.  Individual investor's results will 
vary.  Past performance does not guarantee future results.  Forward looking data is subject to change at any 
time and there is no assurance that projections will be realized. Diversification and strategic asset allocation 
do not ensure a profit or protect against a loss.  

Market return and statistical data obtained from: https://am.jpmorgan.com/blob-
gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US 

  
Keep in mind that individuals cannot invest directly in any index, and index performance does not include 
transaction costs or other fees, which will affect actual investment performance. Individual investor's results 
will vary. 

Every investor's situation is unique, and you should consider your investment goals, risk tolerance and time 
horizon before making any investment. Prior to making an investment decision, please consult with your 
financial advisor about your individual situation. The foregoing information has been obtained from sources 
considered to be reliable, but we do not guarantee that it is accurate or complete, it is not a statement of all 
available data necessary for making an investment decision, and it does not constitute a recommendation. 
  
This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.  
 
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the 
broad stock market.  
 
The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. 
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https://www.linkedin.com/in/mark-loftus-cfp%C2%AE-73827682/
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The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30 
stocks of companies maintained and reviewed by the editors of the Wall Street Journal. 
 
Sector investments are companies engaged in business related to a specific sector. They are subject to 
fierce competition and their products and services may be subject to rapid obsolescence.  There are 
additional risks associated with investing in an individual sector, including limited diversification. 
 
Investing in the energy sector involves special risks, including the potential adverse effects of state and 
federal regulation and may not be suitable for all investors.  
 
Raymond James makes a market in AAPL, AMZN, GOOGL, META, MSFT, NVDA, AND TSLA. This is not a 
recommendation to purchase or sell the stocks of the companies mentioned. 

Bond prices and yields are subject to change based on market conditions and availability. If bonds are sold 
prior to maturity, you may receive more or less than your initial investment. Holding bonds to term allows 
redemption at par value. There is an inverse relationship between interest rate movements and bond prices. 
Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise. 
Every type of investment, including mutual funds, involves risk.  This information is not intended as a 

solicitation or an offer to buy or sell any security referred to herein.  

Certified Financial Planner Board of Standards, Inc. (CFP Board) owns the certification marks CFP®, 
CERTIFIED FINANCIAL PLANNER™, and CFP® (with plaque design) in the United States, which it 
authorizes use of by individuals who successfully complete CFP Board’s initial and ongoing certification 
requirements. 
                

 

 

 


