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Sources and Notes: Cetera Investment Management, Federal Reserve Bank of St. Louis, FactSet, Morningstar, U.S. Bureau of Labor Statistics (Monthly Jobs Growth, Unemployment Rate, Labor Force Participation Rate, Consumer Price Index, Core CPI, Producer Price Index, Average Hourly 
Earnings), U.S. Employment and Training Administration (Initial Jobless Claims), Treasury Department (Treasury Yield Curve), Chicago Board Options Exchange (Volatility Index), LME (Copper), The Baltic Exchange (Baltic Dry Index). The color red indicates the data is strengthening and blue 
indicates the data is weakening. The Fed-O-Meter is the opinion of Cetera Investment Management based on interpreting the data in relation to the Federal Reserve's public statements and official releases. It is meant for discussion purposes only. 

Data is Weakening Data is Strengthening

Higher Chance of More Conservative Fed Policy Higher Chance of More Aggressive Fed Policy

Published May 15, 2023

Indicator May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

Monthly Jobs Growth (Thousands) 364 370 568 352 350 324 290 239 472 248 165 253

Unemployment Rate 3.6% 3.6% 3.5% 3.7% 3.5% 3.7% 3.6% 3.5% 3.4% 3.6% 3.5% 3.4%

Initial Jobless Claims (4-Wk Avg., Thousands) 212          217          216          210          191          202          213          209          200          219          242          239          

Labor Force Participation Rate (25-54 Yrs.) 82.5% 82.1% 82.0% 82.7% 82.7% 82.7% 82.5% 82.5% 82.6% 83.2% 83.4% 83.4%

Consumer Price Index (CPI) - YoY Change 8.6% 9.1% 8.5% 8.3% 8.2% 7.7% 7.1% 6.5% 6.4% 6.0% 5.0% 4.9%

Core CPI (ex. Food and Energy) - YoY Change 6.0% 5.9% 5.9% 6.3% 6.6% 6.3% 6.0% 5.7% 5.6% 5.5% 5.6% 5.5%

Producer Price Index (PPI) - YoY Change 10.9% 11.1% 9.7% 8.7% 8.5% 8.2% 7.4% 6.4% 5.7% 4.8% 2.8% 2.4%

Average Hourly Earnings - YoY Change 5.5% 5.4% 5.4% 5.4% 5.1% 4.9% 5.0% 4.8% 4.4% 4.7% 4.3% 4.4%
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Treasury Yield Curve (10 Yr. Minus 2 Yr.) 0.32% 0.06% -0.22% -0.30% -0.39% -0.41% -0.70% -0.53% -0.69% -0.89% -0.58% -0.60% -0.52%

Volatility Index (VIX) 29.3 28.2 25.0 22.2 27.3 30.0 23.3 21.8 20.2 20.1 21.6 17.8 17.0

Copper ($ per metric ton) 9,501 8,245 7,801 7,721 7,647 7,525 8,198 8,387 9,075 8,844 8,935 8,571 8,240

Baltic Dry Index 2,566 2,240 1,895 965 1,760 1,463 1,355 1,515 681 990 1,389 1,576 1,558
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The economic expansion has advanced from the initial recovery, and the focus is now on metrics the Federal Reserve is looking at to gauge the health of the economy.

Since the Fed’s dual mandate is to keep prices stable and maximize employment, we will focus on labor and inflation metrics, keeping in mind the broader economic

impact as well. We created a Fed Monitor to track some of the data points that will impact the Fed’s decisions to tighten financial conditions. Additionally, we try to

quantify the data and information outside of the dashboard to determine if the Fed is being more dovish than the data, and likely to be more aggressive in the future, or if

they are being hawkish relative to the data, and likely to be more conservative in the future.

The Federal Reserve (Fed) raised interest rates by 0.25% at the May FOMC Meeting earlier this month. It was the tenth straight FOMC meeting that interest rates were

increased by the Fed. Rates were increased by 5% since March 2022 from near 0% to a range of 5.00% to 5.25%. The good news is that we may have seen the last rate

increase of this cycle. The Fed removed guidance for future rate hikes in their May statement and Fed Chair Powell wouldn’t commit to more hikes during the post-FOMC

Meeting press conference. The Fed will remain data dependent. There is a chance that future rate hikes could arise if inflation re-accelerates or doesn’t ease as quickly as

the Fed would like. As of now, the current Fed funds futures odds are overwhelming in favor of a pause in rate hikes in June (85% odds as of May 15). The higher

probability scenario is a pause through the summer months as the Fed assesses the impact from the long and variable lag of hikes this cycle, plus the impact on the

economy from tighter lending standards resulting from banking-sector turmoil.

Slowing the pace of inflation has been the main priority of the Fed since this rate hike cycle began. CPI inflation peaked at 9.1% year-over-year last June but has slowed to

4.9% as of April. Inflation remains stubbornly above the Fed’s long-term target of 2.0%, but the trend points to a continuation of easing inflation. The labor market has

shown resiliency during this rate hike cycle, though signs of cooling have emerged. The pace of job growth is slowing but remains above pre-pandemic trends. The

number of job openings is declining quickly, and initial jobless claims have trended higher since late January. With that said, the unemployment rate matched a 54-year

low of 3.4% in April. A cooling labor market puts less upward pressure on inflation.

We are moving the Fed-O-Meter dial slightly to left. The Fed is likely to hit pause on rate hikes for now. Inflation is slowing, the pace of labor growth is easing, and the

lagged effect from the rate hikes implemented thus far will likely impact the outlook for the economy.

Fed Monitor Summary
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Disclosures
About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®.  Cetera Investment Management 
provides market perspectives, portfolio guidance, model management, and other investment advice that can help you advance your business and client 
relationships.

About Cetera Financial Group®

Cetera Financial Group (Cetera) is a leading financial advice firm. It empowers the delivery of an Advice-Centric Experience® to individuals, families and 
businesses across the country through independent financial professionals as well as trusted tax professionals and banks and credit unions. Located at 
655 W. Broadway, 11th Floor, San Diego, CA 92101. 

Comprehensive services include: wealth management solutions, retirement plan solutions, advisory services, practice management support, innovative 
technology, marketing guidance, regulatory support, and market research. 

"Cetera Financial Group" refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, Cetera Advisor Networks 
LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera Investors), and Cetera Financial Specialists LLC. All firms are 
members FINRA/SIPC.

Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive transaction-based 
compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and receive fees based on assets, or both 
Registered Representatives and Investment Adviser Representatives, who can offer both types of services.

For more information, visit cetera.com.

Glossary
The Chicago Board Options Exchange (CBOE) Volatility Index, commonly known by its ticker symbol VIX, is a measure of the stock market's 
expectation of volatility implied by S&P 500 index options. The index is calculated and published by the CBOE based on market prices of call and put 
options on the S&P 500 for the next monthly expiration, and the second month expiration of the options. The VIX is a measure of market perceived 
volatility in either direction, and represents the expected range of movement in the S&P 500 index over the next year.

http://www.cetera.com/
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