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SUMMARY- 

I.                   Fed’s conclusion to long hiking cycle sparks year-end rally. 
II.                 Disinflation, banking crisis, concentration, and A.I. drive 
markets in 2023. 
III.       2024 could see weaker economic growth and rate cuts. 
IV.              Lower interest rates should help laggards in 2024. 

  

Good morning: 

            As we start a new year, we wanted to take some time and review 2023, 

one of the most interesting, and often surprising years in recent memory for the 

markets.  Last year began on the heels of 2022; one of those rarely seen years 

when both stocks and bonds posted double-digit percentage losses.  Cash was the 

only the asset class that year that finished in the black.  With the Fed early in their 

aggressive monetary tightening campaign, nearly universal calls for a 2023 

recession were everywhere.  Inflation had started to recede but was still 6.5% 

causing many Americans to reduce discretionary spending after paying for their 

basic family living expenses.   

            In an effort to keep the spike in the inflation rate (that they themselves 

allowed to take hold by keeping rates near zero for too long) declining towards 

their 2.0% target rate, the Fed hiked rates four more times in 2023 despite CPI 

data continuing to ease.  Since the start of this cycle, the federal funds rate was 

increased 11 times for a total of 5.00% in hikes.  With the CPI closing 2023 near 

3%, inflation now seems to be under control prompting expectations of rate cuts 

later this year.   
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            After hitting a peak of 9.1%, inflation’s significant decline was aided by 

lower oil and gas prices last year.  Supply chains that were disrupted during the 

pandemic have also continued to normalize, allowing prices to decline.  Inflation 

in the services sectors remains elevated but is also on a declining trajectory.  In 

fact, inflation amongst U.S. goods has already declined to the Fed’s 2.0% target 

level.  With softening wage growth and easing housing & used car inflation 

expected in 2024, the expected Fed rate cuts should be justified and prove 

supportive to both stock and bond returns.   
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            With such widespread expectations of economic contraction as we started 

2023, only a handful of mega-cap tech stocks seemed to be in favor.  The 

Magnificent Seven as they began to be called became an unexpected safe haven 

of sorts after they led the market lower in 2022 and were then seen as profitable 

companies likely to weather the coming recession better than most.  Markets 

then had to contend with a regional banking crisis in March that led to the failure 

of two well-known banks and the forced merger to two others.  Memories of the 

2008 financial crisis caused policy makers to take swift action to stop the 

contagion from spreading and prevent a further run on other banks.  With falling 

bond yields and most banks well capitalized, 2024 should see less stress on the 

banking sector, although regional bank stock prices have yet to fully recover from 



last year’s dramatic selloff.  Larger banks were one of the leaders when the 

markets finally broadened out in 2023’s year-end rally.   
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                Perhaps the biggest surprise of 2023 was the resiliency of both the economy 

and the U.S. consumer.  The widely feared recession never materialized and the 

labor market remained tight.  The unique set of economic circumstances and 

consumer spending trends coming out of the global pandemic may have 

contributed to the majority of economists and market strategists being wrong 

with their forecasts, all likely based on more normal historical economic 



data.  Nevertheless, these effects may not last much longer as conditions 

continue to normalize.  Consumer spending remains the largest component to 

GDP, accounting for nearly 2/3 of all U.S. economic activity.  Current expectations 

suggest a mild slowdown in growth and consumer spending in the first half of this 

year before growth reaccelerates in the second half of 2024.   
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            As yields on bonds have already started to project, interest rates are 

expected to decline steadily over the next couple years.  While markets predict six 



rate cuts and the Fed only three this year, the important thing for all investors is 

the general direction.  A lower borrowing cost for both businesses and individuals 

is perhaps the most critical factor to economic growth.  The anticipation of these 

better growth conditions was the biggest catalyst to the equity markets’ rally over 

the past two months.   

 

 

 



            The narrow market leadership seen in 2023 for much of the year prompted 

many investors to become impatient or even start to chase the Magnificent Seven 

stocks that seemed unstoppable (Amazon, Apple, Alphabet, Meta, Microsoft, 

NVIDIA, & Tesla).  By the end of Q2 last year, excitement about artificial 

intelligence enabled these 7 stocks to be responsible for 90% of the S&P 500’s 

advance.  Until mid-November, much of the rest of the stock market was flat on 

the year before the Fed’s pivot on rate policy prompted renewed interest in most 

of the lagging equity areas.   

            We see this trend continuing in 2024 as valuations for lagging sectors like 

small-caps, high-quality dividend stocks, cyclicals, and value-style investments 

remain attractively priced.  The prudent approach to investment portfolio 

management of broad diversification that we deploy for our clients appears 

poised to extend its recent good results as last year’s laggards continue to play 

catch-up in 2024. 
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            Unlike 2022, 2023 proved to be a positive year for investors with 

respectable gains in all asset classes.  Remaining invested, as well as dollar-cost-

averaging, once again proved far more effective than trying to time the market’s 

volatility by jumping in and out.  2024 will undoubtedly have its own unique 

market-moving events and challenges in addition to being a presidential election 

year.  However, with Fed rate cuts on the docket, inflation still in decline, and 

corporate earnings rebounding, this year appears poised to be another good year 

for investors. 



            Please keep an eye out for a separate email from us designed to help us 

better plan our client events and reviews for 2024.  We are excited about 

beginning a new year with you as your financial advisors!  

Have a great week & Happy New Year 2024! 
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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. 

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. 

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 
Index, which represent approximately 8% of the total market capitalization of the Russell 3000 Index. 

Investing in small cap stocks generally involves greater risks, and therefore, may not be appropriate for 
every investor. 

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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