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SUMMARY- 

I.                   Stocks rebound after soft start to the year. 
II.                 CPI ticks higher but PPI declines keeping Fed on track to ease. 
III.       Short-term instruments likely to continue to underperform. 
IV.              Year ahead looks promising but volatility may be inevitable. 

  

Good morning: 

            Markets resumed their climb higher last week despite conflicting inflation 

data.  The annual Consumer Price Index (CPI) posted an increase in December to 

3.4% from the prior month’s 3.1% reading.  Core CPI, which excludes food and 

energy prices, continued to decline from 4.0% to December’s rate of 3.9%.  While 

these levels are still well above the Fed’s 2.0% target, they remain far below their 

2022 peak.  In contrast, the Producer Price Index (PPI), which measures prices of 

goods at the wholesale level, came in below expectations with a decline of 0.1% 

from last month.  Often seen as an indicator of future consumer prices, the lower 

PPI kept investors on board with the premise that the Fed will begin cutting rates 

in the not-so-distant future.   

            The Fed will get two additional months of inflation data before their March 

FOMC meeting to help them decide when to pull the trigger on their first rate 

cut.  The bond market is currently pricing in a 75% chance of the Fed’s first cut 

coming at the March meeting with two more by June.  Since policymakers are in 

no way bound to follow market expectations, it is entirely possible that the Fed 

takes a more cautionary approach to easing rates.  Perhaps they will continue to 

take other measures like decreasing or halting the sale of securities from their 



bloated balance sheet (QT – Quantitative Tightening) as an interim step before 

actual interest rate cuts commence.   

 

 

Source: Bloomberg 

 

            Led by generally better than expected bank earnings, Q4 earnings season 

kicked off last week to help stocks post generally solid gains.  We start this 

holiday-shortened trading week with stocks having mostly recovered much of this 

year’s opening week pullback.  Eyes will be focused on additional earnings 

releases, along with several key economic reports.  Specifically, Retail Sales, 



Consumer Sentiment, and Existing Home Sales data this week should add color to 

the health of our economy and the expected inflation data to come.   

            Beginning two years ago when the Fed began to aggressively hike rates, 

yields on short-term savings and investment instruments began to ratchet higher, 

ultimately reaching levels not seen in over 20 years.  As a result, many investors 

took advantage of these vehicles for both safety and income in an otherwise 

volatile equity and fixed income market.  By the end of last year, money market 

fund assets ballooned to a record high of nearly $6 trillion.  While such 

investments have a critical role for those needing safety and liquidity, particularly 

for near-term expenditures, they often underperform other asset classes as time 

goes on.  One often overlooked reality is reinvestment risk.  Meaning, if the Fed’s 

next campaign will be one of cutting rates, money market funds and short-term 

CD rates will surely follow suit and head lower.  Despite the rally that closed out 

2023, it is not too late to redeploy surplus sidelined cash into either equity or 

fixed-income areas for superior long-term returns.   

            Looking back at the last six rate hiking cycles shows that short-term 

investments like 6-month CDs tend to underperform both stocks and bonds in the 

year after rates peak.  Assuming that rates have already peaked, this trend is on 

pace to repeat itself.  Since CD rates peaked back in September, the S&P 500 has 

increased 12.1% and the Bloomberg Aggregate Bond Index gained 6.5% 

respectively while a six-month CD has returned a mere 1.7% over the same 

period.  
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            Our position remains cautiously optimistic that for a variety of reasons, this 

year has real potential to be another positive one for both equity and fixed 

income securities.  We are especially encouraged by the outperformance over the 

past two months of the market’s prior lagging areas: value style funds, dividend 

paying blue-chips, and small cap equities.  As these areas continue to revert to 

their historical mean returns, we see opportunity for investors to 

capitalize.  However, we fully expect this year to also deliver its fair share of 



volatility and even a normal correction somewhere along the way.  Markets rarely 

go up in a straight line.  It is also a presidential election year which, while 

historically often positive for stocks, is likely to spawn its own dose of anxiety and 

market-related volatility as we near November.  As with most such concerns, we 

caution against trying to time the market by jumping in and out due to any short-

term fear.  Instead, we ascribe to sticking to an appropriate longer-term 

investment strategy based on quality securities and proven fundamentals. 

 

 

 

And finally, we will be resending our 2024 client email survey to those 

households who have yet to respond.  Please take a minute to complete it so we 

can more efficiently schedule this year’s review meetings and events.  Thank you 

for your help with this effort! 



Thanks, and have a great week! 
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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.  

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. 

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. 

http://www.loftus-preusser.com/


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. 

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. 
  
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. 
  
This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.  
  
Money market fund is a mutual fund investing in high quality, short-term debt instruments, cash, and cash 
equivalents. While not principal protected, they are considered extremely low risk on the investment 
spectrum. The money market fund generates income, but little capital appreciation. An investment in a 
money market fund is neither insured nor guaranteed by the FDIC or any other government agency. 
Although the fund seeks to preserve the value of your investment at $1.00 per share, it is possible to lose 
money by investing in the fund. 
  
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. 
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