Monday, August 19, 2024

SUMMARY-

l. Market rebound posts best week for stocks in 2024.

. Inflation data continues to ease, supporting rate cuts.

[I. Fears of imminent recession now appear overblown.

V. Volatility could continue as numerous uncertainties remain.

Good morning:

After the sharp pullback to start this month, the equity rebound
accelerated last week thanks to softer inflation figures and resilient economic
data. Leading major stock averages was the NASDAQ that added 5.3%, while the
S&P 500 gained 3.9% and the Dow added 2.9% making it the best week of the
year for equities. Since the market’s August 5" lows, the S&P 500 is up over 6.5%,
and the tech-heavy NASDAQ is up over 8.0%. The confirmation of inflation’s

continued easing was a major contributor to the ongoing equity comeback.

Both PPl and CPI inflation came in below expectations for July, with
headline CPI inflation now at its lowest level of the year. Headline PPl inflation
came in at 2.2% annually, below forecasts of 2.3%, while headline CPI inflation
came in at 2.9%, also below expectations of 3.0%. Prices declined across several

categories, including food items (cereals, bakery), apparel, new and used vehicles,



and even airline fares. However, inflation remained elevated in the areas of
shelter and rent, as well as motor vehicle insurance. While the shelter
components of CPl have been slow to move lower, there is a chance they will
continue to play some catch-up with the softer real-time data in the months
ahead. Similarly, as we are sure you noticed, pricing on property and casualty
insurance has moved sharply higher over the past year but is not likely to
continue rising at this pace. As this data moves us another step closer to the
Fed’s 2.0% target for PCE (personal consumption expenditure) inflation, their
current “NowCast” model sees PCE falling to 2.6% in July and is tracking ahead of

their year-end forecast.

Fed PCE Inflation NowCast model shows core PCE of 2.6%
for August, below the Fed's 2.8% forecast for 2024
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A major catalyst to this month’s sharp selloff was the sudden fear of an
impending recession after a weaker than expected jobs report for last month.
However, since then, markets have seen a string of better economic data
providing some optimism that while the economy may be cooling, a recession is
not imminent. One of the most important of these datapoints was the retail-sales
data released last week which pointed to a U.S. consumer that was still healthy
and spending. The monthly retail-sales growth came in at 1%, well above the
forecasts for 0.4% and last month's -0.2%. Spending was broad-based, with 11 of
the 13 major categories showing positive gains, led by a strong recovery in auto
sales. This data was accompanied later in the week by a strong University of
Michigan consumer expectations figure, which came in at 72.1, versus forecasts
of 68.5. Both sets of data point to a U.S. consumer that is still spending and

remains relatively optimistic about the future.

Consumer expectations of the economy have
improved in the August reading
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In a bit of a contradiction to last month’s weaker jobs data, the real-time
weekly U.S. initial jobless claims data (tracking those that have filed for
unemployment benefits) reported some good news. After peaking at 250,000
two weeks ago, jobless claims have steadily declined now to 227,000. With
“stable prices” and “maximum employment” comprising the Federal Reserve’s
dual mandate, inflation and labor statistics will undoubtedly drive Fed policy as
they embark on the much-anticipated rate easing cycle. Futures markets are
nearly unanimous that the initial rate cut will come at the next FOMC meeting on
September 18™. Some have suggested that a larger cut of 0.50% may be
warranted, but after the recent better economic data, we expect the Fed to stay

measured (and not signal any panic) with a 0.25% cut.

U.S. Weekly Jobless Claims figures have come down after
reaching highs of the year
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We are encouraged by the market’s healthy rebound and felt the selloff
was not fully justified. However, we remain cautiously optimistic as markets
navigate through the coming months. We also expect that we could continue to
experience episodes of heightened volatility (in both directions). As often cited,
markets generally hate uncertainty, although a healthy market is one that “climbs

a wall of worry.”

The current laundry list of potential anxiety-inducing market factors includes:

e Economy’s growth trajectory

e Inflation rate & Fed rate cuts

e Corporate earnings growth and guidance

e Domestic political developments — election year
e Geopolitical developments — Iran, Russia, China




In addition to some remaining earnings reports this week, attention will
likely focus on the U.S. Federal Reserve’s annual three-day economic policy
symposium in Jackson Hole, Wyoming. Chairman Powell is scheduled to deliver
his comments on Friday, August 23™. In the past, the Fed has used this meeting
to signal major policy changes which could serve to add clarity to market
strategists trying to project interest rate and market conditions through year end.
Once again, investors should be prepared for elevated market volatility and

potential knee-jerk reactions to anything said by Jerome Powell in Jackson Hole.

Have a great week!

Mark and Jeff

Mark S. Loftus, CFP®
Managing Partner & Founder, LPWP
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Senior Partner, LPWP
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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.

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.

Bond prices and yields are subject to change based upon market conditions and availability. If bonds are
sold prior to maturity, you may receive more or less than your initial investment. There is an inverse
relationship between interest rate movements and fixed income prices. Generally, when interest rates rise,
fixed income prices fall and when interest rates fall, fixed income prices rise.

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
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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.

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.



