
Monday July 10, 2023 

SUMMARY- 

I. Strong labor data supports the Fed’s case for more hikes. 

II. Inflation remains in decline thanks to several key factors. 

III. Markets believe Fed nearly finished but expect higher rates for 

longer. 

IV. Earnings, Inflation, and Sentiment reports to drive markets this week. 

 

Good afternoon: 

            After two strong quarters for equities, stocks began Q3 last week on a 

weaker note with all major stock indices down between 1-2%.  Two key jobs 

reports for June confirmed the economy’s resiliency, driving bond yields higher 

and increasing expectations for the Fed to keep rates higher for longer.  However, 

the strong labor market decreases the likelihood for a near-term recession or 

sharp economic downturn. 

            The ADP private payrolls report for the month of June came in well above 

expectations, adding 497,000 jobs versus forecasts for 225,000.  Of the jobs 

added, nearly 75% were in services sectors while 25% were in goods-producing 

sectors, with the biggest gains coming from leisure and hospitality.  Markets then 

digested the somewhat softer June nonfarm payrolls report showing 209,000 new 

jobs added last month versus expectations of 230,000 and well below last 

month's 306,000 (which were also revised lower).  Although showing signs of 



cooling, these results continue to support a growing level of consumer spending 

typical for an economy enjoying full employment conditions. 

 

            Despite continued strength in the labor market and the resulting growth in 

consumer spending, inflation remains in decline.  This is due to several key recent 

trends.  Last year’s price spikes in various commodities, particularly energy and 

raw materials, have mostly settled back down to far lower levels.  The ADP private 

payrolls report also showed wage growth declining for the ninth consecutive 

month.  And finally, both prices-paid components within the Institute of Supply 

Management’s (ISM) manufacturing and services indices continued to decline in 

June.  Considered a leading indicator of inflation, both measurements came in at 

their lowest levels in more than two years.  At this current trajectory, inflation 

may be down to the 3% level by year end. 



 

            These recent economic reports have reinforced the market’s expectation 

that the Fed will likely resume their tightening with another ¼% hike this month 

with the chance for another small increase in the fall, and that rates may remain 

higher for longer before any Fed rate cuts would be considered.  With the yield 

curve still clearly inverted (shorter-term bonds yielding more than longer-term), 

2-year Treasury bond yields climbed back to 5%, while 10-year Treasury bonds 

again eclipsed 4%.  However, whether the Fed feels the need to impose another 

small raise or two for good measure, they are clearly at or near the end of the 

long and historically aggressive tightening cycle.  Recent market strength reflects 

this reality along with the economy’s surprising resiliency during this process. 



 

            Second-quarter earnings season kicks off this week with several of the 

nation’s largest banks set to report their revenue and earnings.  These results, 

along with their forward-looking guidance, will be closely watched as they may 

provide a glimpse into the state of corporate America and how their profits are 

holding up in this higher interest rate environment.  Additionally, this week’s CPI 

and Consumer Sentiment reports will all likely set the tone for market action this 

week with all major averages starting off this morning in positive territory.  The 

result may be enhanced volatility in either direction as this new data is digested. 
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Loftus & Preusser Wealth Partners is not a registered broker/dealer and is independent of Raymond 

James Financial Services. Securities offered through Raymond James Financial Services, Inc., Member 

FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors, 

Inc.  

DISCLAIMER:  

If you no longer want to receive this Monday Outlook email, simply reply to this email with “REMOVE” or 
“OPT OUT” in the subject line and we will remove you from our email list. 

Opinions expressed in this email are those of the author and are not necessarily those of Raymond 
James.  The information contained in this report does not purport to be a complete description of the 
securities, markets, or developments referred to in this material nor is it a recommendation. 

The information has been obtained from sources considered to be reliable, but we do not guarantee that the 

foregoing material is accurate or complete. 

All investments are subject to risk regardless of strategy selected.  Individual investor's results will 
vary.  Past performance does not guarantee future results.  Forward looking data is subject to change at any 
time and there is no assurance that projections will be realized. Diversification and strategic asset allocation 
do not ensure a profit or protect against a loss.  

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the 
broad stock market. An investment cannot be made directly in a market index. 
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Treasury securities—including Treasury bills, notes, and bonds—are debt obligations issued by the U.S. 
Department of the Treasury. Treasury securities are considered one of the safest investments because they 
are backed by the full faith and credit of the U.S. government if held to maturity.  However, prior to maturity, 
Treasury securities fluctuate in value and can experience price declines.  The income from Treasury 
securities may be exempt from state and local taxes, but not from federal taxes. For more information about 
Treasury securities, visit TreasuryDirect.gov.   

Market return and statistical data obtained from: https://am.jpmorgan.com/blob-
gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US 

 
Keep in mind that individuals cannot invest directly in any index, and index performance does not include 
transaction costs or other fees, which will affect actual investment performance. Individual investor's results 
will vary. 

Raymond James and its advisors do not offer tax or legal advice.  You should discuss any tax or legal 
matters with the appropriate professional. 

Every type of investment, including mutual funds, involves risk.  This information is not intended as a 

solicitation or an offer to buy or sell any security referred to herein.   

Sector investments are companies engaged in business related to a specific sector. They are subject to 
fierce competition and their products and services may be subject to rapid obsolescence.  There are 

additional risks associated with investing in an individual sector, including limited diversification.   

An investment in a money market fund is neither insured nor guaranteed by the FDIC or any other 
government agency. Although the fund seeks to preserve the value of your investment at $1.00 per share, it 
is possible to lose money by investing in the fund. Investors should consider the investment objective, risks, 
charges, and expenses carefully before investing. The prospectus, which contains this and other important 
information, is available from your Financial Advisor and should be read carefully before investing. 
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