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While myriad factors are always at play in daily market moves, this month we'll
focus on a short list of long-term factors that impact investment performance.
Let's start with inflation and its implications for interest rates, then examine first
quarter earnings results and the profit outlook for the rest of 2024.

A simple 10-year graph depicting year-over-year changes to the CPl Index
shows both the rapid retreat from a high reading of 9.1% for June 2022
and the subsequent slow progress since June 2023. Ned Davis Research
attributes this slow progress to “continued economic growth, still tight labor
markets, firming goods inflation and more tariffs.” These will all be areas
to watch as the markets handicap the timing of a Fed decision to lower the
benchmark fed funds rate from its current level of 5.25% - 5.50%. At this

Customined client version of E201 Copyright 2

Used with permission from Ned Davis Research

Turning to earnings, 1Q 2024 reports are essentially a wrap with year-over-
year S&P 500 earnings growing 5.9% -- the highest rate since 2Q 2022.
Since profits ultimately drive stock prices, investors’ focus now turns to the
current quarter and full year estimates; analysts are projecting growth of
9.2% and 11.3% respectively. (Source: Factset)

Looking ahead, the June 11 -12 FOMC meeting will hold special interest as
it will include updates to the Summary of Economic Projections (SEP). The
SEP report includes the Committee’s projection for inflation and economic
growth over the next 2 years. We will be most interested in the “dot plots” that
represent individual FOMC members’ interest rate forecasts.
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