Monday December 11, 2023
SUMMARY-

l. Stocks have another good week as inflation data looms.

Il. Important CPI report and final Fed meeting of 2024 on deck this
week.

lll.  Expected 2024 rate cuts could help lagging equity sectors.

IV.  Portfolio rebalancing into year-end underway to position for 2024.

Good morning:

After an extremely strong November for stocks, major equity averages
inched a bit higher last week with gains of 1% or less. With only a few weeks left
till the end of 2023, markets remain on track for a strong finish. The S&P 500
index is hovering near its highs for the year, and bonds are rebounding nicely
after a difficult three-year stretch. The overarching forces supporting portfolio
gains this year have been the easing inflation pressures, a resilient economy that
has not only avoided a recession but has grown at a surprisingly above-average
pace, and enthusiasm around artificial intelligence (Al). Although much of the
year’s gains has been concentrated in the so-called “Magnificent Seven” large

tech stocks, clear signs that market laggards are waking up have appeared.

This week will center around another critical release of inflation
data. November CPI figures will be released tomorrow morning, followed by the
Fed’s reaction to it at their FOMC meeting on Wednesday. This will be the Fed’s

last scheduled opportunity in 2023 to make any policy adjustments or remarks on



the money supply. The gently cooling labor market report released last week,
along with tomorrow’s likely declining inflation data (thanks to declining oil
prices), should keep the Fed on the sidelines while remaining diligent with their

rhetoric.

The labor market remains strong but is gradually moderating
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Early 2023 calls for a hard-landing type of recession have mostly now
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morphed into either soft-landing or even no-landing as the economy continues to

outperform expectations. Driving this optimism is the sharp decline in inflation



from the 9.1% peak in June 2022 to only 3.2% as of October 2023. Although still
above the Fed’s 2.0% target rate, its downward trajectory has remained intact
and likely means the Fed has made its last hike in this cycle. As of now, their dot

plot projections of future interest rate decision continue to predict 4-5 rate cuts in

the back half of 2024.

Chart 2. 12-month percent change in CPI for All Urban Consumers (CPI-U), not seasonally adjusted, Oct. 2022 - Oct. 2023
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While these would be cuts of the Federal Funds rates, the target rate at
which commercial banks borrow and lend their excess reserves to each other
overnight and would surely result in declining money market fund rates, longer
term interest rates have already started to fall. Ten-year treasury yields have
fallen from the 5% area to 4.25% over the past few weeks. This will likely provide

some relief to home buyers since many mortgage rates are keyed off this



rate. Fortunately, most of the existing mortgage debt in the U.S. has a much
lower interest rate locked-in from before the recent spike. This has enabled
consumers to generally maintain prior spending levels without seeing their

mortgage payments balloon.

Households have locked-in low rates mitigating the impact of rate hikes

9.0%

7.7%
8.0%

™ A —Average 30-year fixed rate for new mortgages

7.0% \ —Effective rate of interest on mortgage debt outstanding

6.0%

5.0%

4.0%

3.0%

T T T T T T T T T
® P > & & o ® S > D D> > O D DO D D DD
Rl ,19@ & &S $ (X S S R e SR o S R - U s S - T I S R

Source: Bloomberg

With the bond market projecting Fed rate cuts to begin in March, investors
are getting more comfortable putting capital at risk in both equities and longer
duration fixed-income securities. Upcoming rate cuts also seems to be supporting

the subtle shift underway from this year’s winners to the laggards. Defensive



sectors, value-style investments, dividend-paying blue chips, and small-caps could
all benefit from declining rates as large pools of institutional capital shifts
attention in their direction. We have been conducting widespread rebalancing of
the various strategies we manage to be well positioned for these 2024 expected
moves while maintaining each model’s objective and level of diversification to

mitigate risk.

Portfolio
Rebalancing

Have a great week!

Mark and Jeff

Mark S. Loftus, CFP®

Managing Partner & Founder, LPWP
Registered Principal, RJIFS

CA Insurance License #0C83705

Jeffrey C. Preusser, CFP®
Senior Partner, LPWP
Registered Principal, RIFS

CA Insurance License #0E01600



0: 630.566.9200 // T: 844.890.8750 // F: 630.566.9292
1901 Butterfield Road, Suite 100, Downers Grove, IL 60515
www.loftus-preusser.com

LOFTUS &
PREUSSE RAYMOND JAMES

WIALTH PAS NERS

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.

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.

The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the
broad stock market. An investment cannot be made directly in a market index.

Market return and statistical data obtained from: https://am.jpmorgan.com/blob-
0im/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.

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.

The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered representative
of the U.S. stock market. 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


http://www.loftus-preusser.com/
https://am.jpmorgan.com/blob-gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US
https://am.jpmorgan.com/blob-gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US

not constitute a recommendation. Any opinions are those of [FA NAME] and not necessarily those of
Raymond James.

Raymond James and its advisors do not offer tax or legal advice. You should discuss any tax or legal
matters with the appropriate professional.

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.

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.

Links are being provided for information purposes only. Raymond James is not affiliated with and does not
endorse, authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is
not responsible for the content of any website or the collection or use of information regarding any website's
users and/or members.

Raymond James is not affiliated with and does not endorse, authorize, or sponsor the above-named
organizations or individuals.

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



