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Market Outlook

Recap – More Investors Join “Soft Landing” ‘Camp – Stocks
remained in “melt-up” mode last week on the heels of a lower-than-
expected PCE inflation reading paired with a better-than-expected Q4
GDP reading. The S&P 500 index rose for a third consecutive week and is
now up 2.5% for the month and year-to-date (thru 1/26/24). Last week’s
strong GDP print is moving more and more pessimistic investors off the
sidelines, who are now joining the optimistic-investor side who believe the
Fed has indeed pulled off a “soft landing “. Again, the idea here is that the
Fed has in fact beat inflation without having to cause a “hard landing”, or
recession, in the US economy.

PCE Inflation Close to Fed’s 2% Target (Chart Below) - The Personal
Consumption Expenditures (PCE) Index, which is usually quoted as being
the Fed’s most favored inflation metric, showed core inflation (excluding
food and energy) cooled in December, with an annualized rate of 2.9%,
beating consensus expectations for 3%. Core inflation was 3.2% on an
annualized basis, its lowest level since March 2021. The report helped
validate investors’ optimism that Fed policy has maintained economic
growth while bringing inflation down.

Strong GDP Print (Chart Below) - On Thursday last week we learned
GDP grew at a 3.3% rate in Q4, which was much stronger than the 2.0%
rate expected.

Week Ahead

Investors should look for the potential for higher volatility this week. We've
got the Fed’s FOMC meeting on Tuesday/Wednesday, multiple key mega-
cap tech earnings reports, and the monthly jobs report on Friday.

Fed meeting, January jobs report ahead - The FOMC is widely
expected to end the two-day meeting Wednesday with no change to its
benchmark funds rate, which the central bank has held at a 5.25% to
5.5% target range since it last hiked the rate in July 2023. But Fed Chair
Jerome Powell's post-FOMC press conference will be closely followed as
always for clues on the central bank's next policy moves.

Investors believe the Fed is close to a "pivot" toward easier monetary
policy after boosting short-term rates to a 22-year high as part of an effort
to bring in soaring inflation. However, a recent string of stronger-than-
forecast economic numbers has prompted investors to dial back
expectations for when an initial rate cut may happen. Many analysts
expect an initial rate cut in May which contrasts with expectations for a
March cut just a few weeks ago. There are no Fed meetings in February
or April.

As for this week's jobs report, economists expect labor market growth to
have slowed slightly in January. Current economist consensus estimates
are calling for +175k jobs added to the US economy for the month after
adding +216k in December. Expectations are calling for a slight rise in the
unemployment rate to 3.8% from 3.7% the month prior. The average
hourly earnings component (a.k.a. “wage growth”) will be closely watched
given its importance to the inflation narrative. Estimates are calling for
0.3% wage growth, compared to 0.4% in December.

Market Support

The next level of resistance to watch for the S&P 500 on the upside is at
4,915.

The next level of support to watch for the S&P 500 on the downside is at
4,800 followed by 4,600.

These are key technical levels we look for the market to either hold or
push through when look at the potential for future moves. Common support
levels can be the 50- and 200-day moving averages as well as other
technical levels such as previous market highs or lows.

What We Are Watching

The following economic data is slated to be released this week:

Monday: --

Tuesday: S&P Case-Shiller Home Price Index (Nov.), Job Openings
JOLTS (Dec.), Consumer Confidence (Jan.)

Wednesday: FOMC Jan. Meeting Announcement, ADP Employment
(Jan.)

Thursday: Weekly Initial Jobless, ISM Manufacturing Index (Jan.)

Friday: Nonfarm Payrolls (Jan.), Avg. Hourly Wage Growth (Jan.), Univ.
of Mich. Consumer Sentiment (Jan. Final)

JWM Adventure Series

Something just clicked over the weekend and my son has probably
surpassed me .  Although we had been to Vail a couple times before, I
felt like we saw it for the first time.  Brave little guy wanted to go to the
back bowls and so we did.  It truly is legendary back there.

Here he is getting technical in the park and catching some air.  Kids are
truly special and I’m grateful for my time and witnessing firsthand his
progression, both on and off the board.

- Craig

Good To Know

ROTH IRA for Kids

Small business owners may find it challenging to find ways to provide
additional benefits to their children who work for the company. One often
overlooked choice is including a Roth individual retirement account (IRA)
as part of their compensation, a strategy that offers the potential to benefit
both the children and the business.

Learn more!

Client Referral Rewards Program

We are pleased to announce that for each referral that becomes a client
of JWM, we will present you with a gift card for $100.00.

How it works:

We will begin with an introductory conversation, learn more about their
goals, explain our services and determine if we have a basis of working
together. We will always show respect and there is never any pressure or
nonsense.

Next steps:

Please contact our office at 303.626.2446 or have your referral scan the
QR code below to schedule a complimentary initial consultation with one of
our team members.

Your Tax Questions Answered

Visit The Tax Resources Page

Craig Johlfs, CFP®, MBA

johlfswm@lpl.com

303-626-2446

Johlfs Wealth Management

http://www.johlfswm.com/
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