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Special points of
interest:

¢ In February, equity mar-
kets posted solid gains
even as Treasury yields
rose.

e Core inflation rose at a
3.8% rate over the prior
year, slightly above
economist expecta-
tions.

o The labor market contin-

ues to post ‘not too hot,
not too cold’ gains, an
important component in
future inflation read-
ings.

e Consumer confidence
dropped but may be set
for an eventual rebound
later this year.
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The Markets in February 2024

In February, markets ran hot but
so did inflation. For the month,
the S&P500 index posted solid
gains (5.2%), but the Nasdaq did
even better, rising 6.1%. By com-
parison, the Dow Jones Industrial
Average increased a more modest
2.2%. Crude oil prices traded on
the NY Mercantile Exchange were
higher by 3.2% while gold prices
were relative flat. Fixed income
prices generally declined as the
yield on the 10-year Treasury
Note rose from 3.919% at the
end of January to 4.257% at the
end of February.

As has been the case for the past
several months, inflation news

and expectations were primary

A Look Ahead

For investors worried about the
viability of the recent stock mar-
ket rally, look no further than the
Labor Department’s recent jobs
report. Our domestic economy
added 275k jobs in February,
above expectations for 198k. As a
primary component of inflation,
the labor market is an important
part of what we may see ahead in
the Fed’s deliberations. But labor

is also a real-time driver of spend-

Consumer-price index, change from a year earlier
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drivers of stock and bond prices.
The Labor Department reported
that February core consumer
prices (removing the volatile food
and energy categories) rose 3.8%
from a year earlier, down from
January’s 3.9% but up from
economists’ expectations for a
3.7% rise. Further, wholesale
costs increased 0.6% in February
vs. expectations of 0.3%, the

latest in a series of signals suggest-

ing and economic strength. This
type of ‘not too hot, not too cold’
reading lends more credence to

the idea of a soft landing.

Despite what appears to be labor
market strength, though, consum-
ers are still wary of inflation. The
University of Michigan’s con-
sumer-confidence survey slipped
backward to 76.5 in mid-March
from 76.9 last month, dragged

ate

ing that inflation may not drop to
the Fed’s target of 2% anytime

soon.

The good news is that these infla-
tionary pressures have occurred
against a backdrop of relatively
strong economic performance,
which is why stocks have contin-
ued to rally. The bad news? No

interest rate cuts in the near term.

RATE cUT?
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February’s inflation readings do
not yet lend support for the Fed to
cut interest rate cuts.

down by a more negative outlook
for the coming months according
to The Wall Street Journal. Inter-
estingly, as a contrarian signal, I
think this sets up the possibility
of a rebound in consumer senti-
ment driving higher consumer
optimism and spending in the
second half of this year, coinci-
dent with eventual rate cuts. Be-
cause of this, I believe there is still

gas left in the market’s tanks.
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Disclaimers:

This publication has been prepared by Marco Rimassa, CFP®, CRPC®, CFA. The author certifies that
the views expressed in this publication reflect the author’s current personal views about the investments
or market/economic conditions described in this report. The author also certifies that there has not been,
is not, and will not be direct or indirect compensation from any of the sources or investments described in
this publication for expressing the specific recommendation(s) and view(s) in this publication.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to
herein. Any recommendation contained in this report may not be suitable for all investors. Although the
information contained herein has been obtained from recognized services, issuer reports or
communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates, or projections expressed herein may assume economic,
industry, and political conditions and/or current conditions at the time of issuance, which are subject to
change. Any quoted price or value is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it
will not form a primary basis for any investment decision. Investors must make their own determination
of the appropriateness of an investment in any securities referred to herein based on the legal, tax, and
accounting considerations applicable to such investors and their investing strategy. By virtue of this
publication, neither the author nor any owners, employees, or affiliated personnel shall be responsible for
any investment decisions based upon any of the information included herein.



