Monday October 16, 2023

SUMMARY-
l. Rising oil prices in September causes inflation to rise.
Il. Events in Israel add to market anxiety amongst investors.

Ill.  Higher bond yields may prompt Fed to remain on hold.

IV.  Highly concentrated market produces unusual recovery so far.

Good afternoon:

Higher crude oil prices in September caused inflation to tick higher in last
week’s report. Headline CPI rose 0.4% month/month and 3.7% for
year/year. Core inflation rose 0.3% in September and 4.1% over the past year. In
response, small caps and the NASDAQ lost ground while the S&P 500 and Dow
Jones 30 both gained less than 1%. However, even with the recent Middle East
turmoil, oil prices have declined since last month’s peak and gasoline prices are
softening because of some additional factors. As this chart illustrates, increasing
U.S. and global refining activity and the end of the summer driving season helped
prices at the pump decline in the past few weeks. This trend may resultin a
declining CPI in the coming few months and therefore lessen the chances of

another Fed hike in November.



Decreasing refiner margins are dampening the impact of
higher crude prices on consumers

USDigaion
3.0 - 228
- 225
$3.7

- 323
320
- 218
- 215

WTl price p

] Gasoline price Gasoline minus WTI price
325 r r r r $1.3

Apr'23 May23 Jun'23 Jul'2Z3 Aug'23 S5ep’'23 Oct'23

Source: J.P. Morgan Asset Management

The terrible events unfolding in Israel in recent days have added new areas
of concern for many investors. While the human cost has been significant and
likely to grow considerably in the coming weeks, market strategists are trying to
assess the economic impact of an even wider conflict should one develop. The
direct involvement of Iran is particularly worrisome if that was to occur. It is likely
that oil prices and inflation would then surge higher until tensions ease. In most
such events, fear of the unknown often causes snap emotional decisions among
some investors which later usually prove unwarranted. Examining 10 such

prominent historical episodes of military conflicts/attacks shows that the knee-



jerk reaction is for stocks to decline the day of the event and performance to be
mixed over the following month, as investors have a natural aversion to
uncertainty. But the impact on returns usually proves temporary, as equities

were higher in most cases six months and one year later.

S&P 500 performance following major geopolitical events

1 month |6 months

day of later later

Pearl Harbor attack 12/7/1941 0.0% -3.4% -10.2% -0.2%
Cuban missile crisis 10/16/1962 -0.3% 5.0% 20.7% 27.4%
Six-day war 6/5/1967 -1.5% 1.7% 6.1% 11.2%
Irag invasion of Kuwait 8/2/1990 -1.1% -9.3% -3.5% 8.9%
1st World Trade Center bombing| 2/26/1993 0.2% 1.2% 4.2% 5.4%
9/11 terrorist attack 9/17/2001 -4.9% -1.4% 6.7% -20.0%
Iraq war 3/20/2003 0.2% 2.2% 18.6% 27.0%
Libyan civil war 2/22/2011 -2.1% -3.7% -16.3% 1.1%
Russian annexation of Crimea 2/20/2014 0.6% 2.4% 8.6% 15.4%
Russian invasion of Ukraine 2/24/2022 1.5% 7.0% -2.0% -6.0%
Israel invasion 10/9/2023 0.6% ? ? ?

Average -0.6% 0.2% 3.3% 7.0%

Source: Morningstar Direct

As we have seen in recent weeks, Treasury bond yields have moved higher,
generally causing weakness in equities. However, today’s spike in yields is being

shrugged off, enabling stocks to stage a strong broad-based rally of more than 1%



in all major averages. After the correction between August and early October,
and the recent events in Israel, some believe the recent rise in equities may
reflect the increased chance of Fed inaction at their next meeting. Higher bond
yields and loan rates may just be doing the Fed’s job for them, giving them further
justification to stay on hold and see how things play out through the end of the

year.

Markets will also be reacting to the slew of major corporate earnings
reports set to announce Q3 results each day for the next couple
weeks. Continued strong results from major banks like we saw last week could
help promote interest in many such companies and sectors that have yet to show
much life in the one-year period since the market’s low in October 2022. As a
market-cap-weighted index, the S&P 500 is heavily influenced by the 10 largest
companies, which have enjoyed outsized returns of late. The so-called
"magnificent seven" (Amazon, Apple, Alphabet, Meta, Microsoft, NVIDIA and
Tesla) are up 77% over the past 12 months. However, the S&P 500 Equal Weight
Index, which assigns the same weight to all the stocks that are included, is up a
more modest 11% for the same timeframe, highlighting the narrow leadership
and participation. This is a highly unusual dynamic coming off a major bear-

market low.



Returns of S&P 500, Equal-weight index & Small-caps one year after a bear market low
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Currently the S&P 500 is now more concentrated than at any point over
the past 33 years, with the 10 largest stocks accounting for over 30% of the
index. The natural trend of investors to chase the “hot dot,” along with the
increased use of index funds within many investment portfolios has helped create
this current investment disparity. Over time, however, we believe there will be a
reversion to the mean, and a return to long-term broader investment
participation tied to diversification, dividends and earnings, and healthy
investment fundamentals. When that happens, it is likely this period will be
looked back upon as not just an anomaly but an excellent investment opportunity

for many currently under-loved and under-owned sectors of the market.



The S&P 500 is now more concentrated in the 10 largest stocks than ever
(market capitalization of the 10 largest companies as % of the index)
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Until that happens, we expect the current geopolitical and macroeconomic
environment to remain fluid and result in heightened volatility in both directions
through the end of the year. Remaining focused on longer-term objectives, and

sound investing principals versus short-term market performance or fluctuations

will be key.

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, RJFS

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 &
PREUSSER | RAYMOND JAMES

WEALTH PARTNERS

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.


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

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.

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.



