Monday, June 10, 2024

SUMMARY-

l. Stocks hit fresh record highs on normalizing data.

Il. Labor market remains strong but hints at upcoming softening.

[l. Economic projections still show positive GDP ahead.

V. Canada and Europe cut rates as Fed remains on hold.

Good morning:

U.S. stock indices rebounded from a modest setback the previous week as the
NASDAQ and the S&P 500 eclipsed record highs set last month. Renewed enthusiasm
over artificial intelligence lifted technology stocks, helping the NASDAQ's 2.4% weekly
advance which outpaced more modest gains for the S&P 500 and Dow. Equity
markets were also encouraged by signs that the labor market, economy, and
central bank policy are all normalizing. Even the report released last week
showing a much stronger than expected 272,000 new jobs created last month

revealed other aspects of a slowly softening, but normalizing labor market.

The unemployment rate ticked up to 4%, the highest in 2% years. Back in
March 2022, there were two unfilled jobs for every unemployed worker. That
ratio is now down to the pre-pandemic ratio of 1.2 to 1 as is the rate of people
quitting their jobs voluntarily. Some economists see softer hiring ahead and

slower wage growth, both of which are disinflationary.



Demand for labor is gradually cooling, consistent with a healthy
but looser labor market

14,000 —Number of job openings (left) 2.03 2.20
13,000 —Job openings-to-unemployed ratio (right) 2.00
12,000 1.80
11,000 1.60
10,000 1.40
9,000 1.20
8,000 1.00
7,000 0.80
6,000 0.60
5,000 0.40
4,000 0.20

N 60 00 60 00 OO OO OO OO0 © O O O ™ = =« = N N N N N n n M < <

= v w v el o = el el NN &N o NN AN AN NN N A NN N & NN OIN

Q0 00 0 Q900000 Q 9 Q00000009 Q9 B 0 o o0

N &N N N NN AN AN NN AN AN AN AN AN AN NN AN AN NN AN NN NN

Ty T, STy, Ty (RO T I sy T IRy T Sy s ) S <y g TN TN N ST R Tl R AR NG T

L o T P 1 . T T 1z P 5 S 5 AR o DY SN o T o RO, v IR GO o FEO o N e S O o O -, S e . — IS, v S v SR - R - L. B o |

L R N e A R NG T N, I N B N N NG i T SRNLIN a TNG ING, PNG el Phe e

Source: Bloomberg

Despite high inflation and the Fed's aggressive tightening campaign, the
economy has been able to grow above 2% in the previous six quarters up until the
start of this year. Excess savings accumulated in the early days of the pandemic,
generous fiscal spending, and mortgages with low fixed rates have helped make
the economy less sensitive to the sharp rise in interest rates. However, growing
evidence suggests that high borrowing costs are slowly filtering through the
economy. Low- and middle-income consumers suffer the most due to higher
costs for virtually everything and are now pushing back against rising prices, as

noted in management commentary from several retailers. Unlike 2021 and 2022,



wage growth has been outpacing the rate of inflation over the past year,
bolstering consumer spending. But with the labor market cooling and the
progress on inflation stalling in the first quarter of 2024, real wage growth
(adjusted for inflation) has slowed, affecting discretionary spending. Additionally,
the recovery in housing and manufacturing activity is wobbly as of late, though
the outlook for improvement remains. Based on estimates for population and
productivity growth, the U.S. economy's potential growth rate is still currently
positive at around 1.5% - 2% over the medium to long term. In other words, the
“soft landing” scenario, that seemed so improbable not that long ago, now

remains the most likely outcome of our current economic trajectory.

Growth is slowing towards the economy's long-term potential rate
U.S. GDP growth
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As a precursor to upcoming Fed easing, the Bank of Canada (BoC) and
European Central Bank (ECB) both cut their interest rates by %% last week.
Assuming inflation remains under control and on a downward path, this will be
viewed as a measured first step in a multiyear rate-cutting cycle among G7 central
banks. And while the Fed is not expected to follow suit when they meet this
week, holding Fed Funds rate at a 23 year high of 5.5%, the focus will be on their
new projections. The Fed’s “dot plot” of expected upcoming moves will likely
change from three cuts this year in March to only one or two by year end. With
the economy showing growth, but inflation still stubbornly in the mid-3% range,
markets have had to adjust expectations to their “higher for longer” message for
the past quarter. Under the assumption that rates have peaked in this cycle, even
delayed rate cuts have kept an underlying level of optimism to both equity and
fixed income markets as hopes shift to a potential initial Fed rate cut in

September.



The BoC and ECB cut rates for the first time in this cycle, Fed is next
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We remain cautiously optimistic that the U.S. economy will remain resilient
and rate cuts will eventually come. During this upcoming period, we think
chances are good for the many undervalued and lagging areas of the equity
market to see renewed interest from investors. However, a declining interest
rate environment, particularly among short-term instruments like CDs and money
market funds, presents a level of reinvestment risk not seen in quite some time.
There is still time to lock in higher rates for longer time periods or reallocate to a
historically better performing asset class with a portion of sidelined cash that may

not be needed for upcoming purchases or liquidity.



* When interest rates fall, the
coupon payments on the bond are
reinvested at lower rates
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Risk

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.
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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.

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.

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.

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

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.

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.
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