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We hope all is well with you! Today’s message brings us back to focusing on the markets, so
please read on and feel free to reach out to your team at RFG to discuss or revisit your own
planning needs.

With the major U.S. equity market indexes resuming runs that began back in November, now is
the perfect time to inform you about developments over the course of last month. Below is the
latest.

S&P 500: Rally Resumption

The broadest measure of the U.S. economy clawed back all of the consolidation from April and
closed at a fresh_monthly closing high in May, marking six out of the last seven months in the
green. Overall, the S&P 500 had its best May since 2009. Long-term investors will take that to
the bank!

For the month of May, the S&P 500 added 4.80%, the Nasdaq 100 tacked on_6.28%, and the
Dow Jones Industrial Average was higher by 2.30%.


https://www.tradingview.com/x/t1mVfR63/
https://www.tradingview.com/x/t1mVfR63/
https://www.tradingview.com/x/t1mVfR63/
https://www.tradingview.com/x/HqMvrgPA/
https://www.tradingview.com/x/oGaC6SbW/
https://www.tradingview.com/x/oFiuixvh/

Tech Leads S&P 500

Tech led in May, with Microsoft, Apple, Nvidia, Alphabet, Amazon, and Meta accounting
for 76% of the index’s total gains of the month.

Specific strength was seen in information technology towards the end of the month. Overall, the
information technology sector showed investors a very solid earnings season, as earnings
growth was the third highest among the 11 S&P 500 sectors.

The S&P 500 information technology sector is led by chip giant Nvidia Corp, Broadcom, Fair
Isaac and Company, Super Micro Computer, and other tech powerhouses.

Fed Meeting, Reaction, & Outlook

The Federal Reserve kept the federal funds rate unchanged at 5.25% - 5.50% during the May
1st meeting, as expected.

The Fed statement said, “The Committee does not expect it will be appropriate to reduce the
target range until it has gained greater confidence that inflation is moving sustainably toward 2
percent.”

As traders and money managers digested the May 1st mood of the Fed, the S&P 500 was
slightly lower at the day’s close. But markets like catalysts, and the Fed meeting turned out to
be the low for the S&P 500 for the month.

Powell also hinted that a rate hike would not be the next move from the central bank. Markets
liked hearing that! But what would the tone of the Fed and investors be as the month
progressed?

Earnings Surprises

After the Fed meeting catalyzed a May 1st low in the S&P 500 for the month, attention shifted
back to Q1 earnings season — and for good reason.


https://www.forbes.com/sites/dereksaul/2024/06/01/sp-500-has-best-may-since-2009-but-only-thanks-again-to-these-stocks/?sh=2f76c6a028cc
https://www.newyorkfed.org/newsevents/speeches/2024/wil240530#:~:text=In%20announcing%20that%20decision%2C%20the%20Committee%20said%20it%20%E2%80%9Cdoes%20not%20expect%20it%20will%20be%20appropriate%20to%20reduce%20the%20target%20range%20until%20it%20has%20gained%20greater%20confidence%20that%20inflation%20is%20movi
https://www.tradingview.com/x/wgzFC1Dw/

As of May 31st, with 98% of S&P 500 companies reporting earnings results, 78% of S&P
500 companies have reported a_positive earnings per share (EPS) surprise, and 61% of S&P
500 companies have reported a positive revenue surprise.

First-quarter S&P 500 earnings growth was heavily concentrated among five names: NVIDIA,
Alphabet, Amazon.com, Meta Platforms, and Microsoft.

The solid Q1 earnings season provided a boost to the overall backdrop in equities as markets
battle continued inflation and elevated interest rates.

Consumer Moods

According to the University of Michigan Surveys of Consumers, inflation concerns have caught
up with consumers.

The most recent survey indicated that consumer sentiment dropped by about_13% in May
compared to April, following three months of minimal change.

But, later in the month, the next set of consumer tracking data, showing consumer confidence,
told a different story. The data, closely watched after the previous sour consumer number,
showed consumer confidence improving for the first time in four months.

The index increased to 102.0 this month from April's upwardly revised 97.5, surpassing the
forecast of 96.0.

It seems we are seeing some mixed messaging on the consumer.

Mixed Inflation Data, Markets Cheer

Consumer Price Index (CPI): Speaking of the consumer, all eyes were peeled on the heavily
anticipated monthly CPI data.



https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_053124.pdf
http://www.sca.isr.umich.edu/
http://www.sca.isr.umich.edu/
http://www.sca.isr.umich.edu/

Consumer inflation in April eased, with the monthly CPI data showing a_0.3% increase from
March, slightly lower than the 0.4% Dow Jones estimate. Year-over-year, data revealed a 3.4%
increase, in line with estimates.

Core CPI (which excludes more volatile food and energy prices) was very encouraging, showing
a year-over-year 3.6% increase, the lowest reading since April 2021. It's safe to say that market
bulls loved this aspect of the report!

The markets responded positively to the consumer inflation data, with the S&P 500 reaching
a_record-high close on the same day. What more could we ask for? Treasury yields also traded
lower throughout the day after the data release.

Producer Price Index (PPI): The day before CPI data was released, April PPI data showed
wholesale pricing rose by 0.5% in April, surpassing the 0.2% estimate from Dow Jones. Yearly
data revealed a 2.2% increase, marking the largest gain in a year.

Similar to CPI, the rise in overall producer pricing was influenced by services pricing, which saw
a 0.6% monthly gain and accounted for about three-quarters of the overall wholesale pricing
increase.

Core PPI, which excludes volatile food and energy, also rose by 0.5%, exceeding the estimated
0.2% increase.

Following the data release, stock index futures remained nearly flat, causing some uneasiness
in anticipation of the next day’s CPI data. However, stocks eventually rose on the day, setting
the stage for the CPI report the following day, which ultimately met the expectations of equity
market bulls.

Personal Consumption Expenditures (PCE): Rounding out May’s inflation data releases, the
freshest piece of inflation data was delivered on the final trading day of May in the form of Core
PCE.

The Fed’s favorite inflation gauge cooled in April, with Core Personal Consumption
Expenditures showing a rise of 0.2% in April, versus estimates of 0.3%. This is what folks
wanted to see. The S&P 500 rallied heavily towards the end of the final trading day of May.


https://www.cnbc.com/2024/05/15/cpi-inflation-april-2024-consumer-prices-rose-0point3percent-in-april.html#:~:text=The%20CPI%20report%20showed%20an%20increase%20of%200.3%25%20from%20March%2C%20the%20Labor%20Department%E2%80%99s%20Bureau%20of%20Labor%20Statistics%20reported%20Wednesday.
https://www.cnbc.com/2024/05/14/stock-market-today-live-updates.html
https://www.cnbc.com/2024/05/14/ppi-report-wholesale-prices-rose-0point5percent-in-april-more-than-expected.html

Strong Labor Market Data

The April employment data, released on May 3rd, showed an increase of 175,000 payrolls for
the month, falling short of the estimated 240,000. Surprisingly, this was seen as good news, as
the first nonfarm payrolls “miss” since November 2023 could strengthen the case for a potential
cut in interest rates.

This "bad news is good news" report gave stock market bulls reasons to be optimistic, as there
was hope for softer upcoming inflation data. Later in the month, some of those hopes were
realized.

The unemployment rate increased slightly to 3.9% from 3.8% in March.

Fed & the Future

The latest data to close May showed a 99.9% probability of the Fed leaving rates unchanged at
the June 12th meeting and a 14.5% chance of a rate cut at the following meeting on July 31st.

The highest probability for a first rate cut surrounds the September 18th meeting, with a 53.9%
chance of a rate cut at the end of May.

The Takeaway

May featured a resumption of the rally for major stock indexes, solid corporate earnings overall,
slightly lower interest rates, varying economic data, and a Fed that should be supportive going
forward as long as inflation cooperates.

As June began, the S&P 500 was working off a monster rally on the last day of the month. Was
it month-end books squaring or perhaps a sign of what is to come in June? We will find out as
the month unfolds.

With that overview noted, we hope you enjoyed reading this monthly update! We are always
here as a resource for you and available to discuss anything on your mind!

Wishing you a happy June!


https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html?redirect=/trading/interest-rates/countdown-to-fomc.html
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