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The S&P 500 rose 1.6% in January. The Consumer Price Index (CPI), the
most commonly used measure of inflation, was up 3.1% year-over-year,
meaning that prices are over 3% higher now than they were last January.
(2) This is still above the targeted 2%, but below the peak of 9.1% in 2022.
The economy added 353k jobs in January versus the 180k expected,
unemployment stayed at 3.7%, and average hourly earnings were up more
than expected at 4.5% year-over-year.(3) Following the theme of most of
2023, large caps and tech led the way in January, up 1.6% and 1.8%
respectively. Since 1945, when the market was up in January, it ended the
year positive 75% of the time.(4)

MARKET
UPDATE

January 2024

The market is now pricing in anywhere from 3-5 rate cuts this year, while
the Fed still anticipates 3 but now says that there will not be another hike.
(8) Since 1928, February is the second-worst month for the market behind
September.(9) Overall for 2024, earnings are expected to grow by 11%. As
we are seeing with this earnings season, if earnings are strong, the job
market remains strong with low unemployment, and inflation keeps
trending down, a soft landing is possible.(10)

Inflation and how the Federal Reserve will react to it remain important to
the market, but better than expected earnings and good economic data
have also helped drive the market higher. After all, earnings are the
ultimate, long-term driver of stock prices. The 10yr treasury is yielding
around 4.2% now after starting the year at 3.85%.(5) This rise is mostly
thanks to the Fed’s cautious outlook on lowering rates. Mortgage rates
have remained below 7%, but we wouldn’t be surprised if they crept up if
the 10yr stays over 4%.(6) China, the world’s second-largest economy,
is trying to stimulate its stock market with a bailout fund and by limiting
short selling as it flirts with multi-decade lows.(7)
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