
Monday, May 15, 2023 

Good afternoon: 

            Markets were mixed last week as inflation data continued to show 

improvement while debt ceiling debate concerns swirled.  The consumer 

price index (CPI) for April came in at 4.9%, slightly less than the 5.0% 

expected, and below last month's 5.0% reading.  This was the smallest 

annual increase since April 2021 and the tenth straight month of 

improvement since inflation peaked in June of last year at 9.1%.  Gasoline 

prices rose from March, but food prices dropped.  Annually, food inflation is 

still high at 7.1%, but it is down from 13.5% in August.  This declining trend 

further supports the position that the Fed has paused and will not need to 

hike rates further in this cycle.   

            Although May inflation data will be reported prior to the Fed’s June 

FOMC meeting, the April CPI data makes it less likely the Fed will choose to 

raise rates.  Historically, the Fed has never ended its rate hikes before its 

policy rate exceeded the rate of inflation.  With headline inflation now at 

4.9% and the Fed Funds rate at 5.0% - 5.25%, a June pause would not break 

that precedent.  However, a pause does not mean that rate cuts are coming 

soon.  Inflation is still way above the Fed’s 2% target, and the stress in 

regional banks has not spread to other parts of the economy, which would 

justify a quick pivot to an easing posture.   



 

            Meanwhile, investors and market strategists are forced to again turn 

their focus to Washington where the all-too-frequent debt ceiling issue has 

once again caused concerns that our elected representatives are playing 

politics as our nation’s debt moves closer to the precipice of a default if no 

deal can be reached.  Denmark and the United States are the only two 

countries in the world that have a statutory limit on the total amount of 

debt that can be issued at any given time.  The U.S. debt limit was hit 

earlier this year and the Treasury projects it will need to borrow more 

money by June 1st to meet its obligations.  Since 1960, Congress has raised 

the debt ceiling 78 times, an average of more than once per year.   



 

Although both sides are still at odds over spending, meetings are 

scheduled to take place tomorrow after Treasury Secretary Janet Yellen 

remarked over the weekend, “I am told they have found some areas of 

agreement.”  If past is prologue, an eleventh-hour agreement will very 

likely be reached and the fear of a default will subside.  However, the 

anxiety of such a high-stakes game of chicken is apt to cause further 

volatility as we get closer to the end of May if no deal is reached. 

Underpinning all these concerns is the clearly slowing economy as it 

lags the dramatic increase in interest rates over the past year.  Earnings 

growth is slowing, and many believe this negative momentum will push the 

economy into a recession.  The bigger question may be whether this 



slowdown will be mild or severe and how much of this, if any, is already 

priced into current equity valuations?   

These specific topics will be discussed by Federated Hermes’ Chief 

Equity Market Strategist Phil Orlando in our exclusive client call on Friday of 

this week.  We will be sending out the email invitation again today, as well 

as later in the week and encourage you to join us to gain some additional 

perspective on these interesting and challenging times in the financial 

markets. 

            Have a great week! 
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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.  

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30 
stocks of companies maintained and reviewed by the editors of the Wall Street Journal. 

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. 

The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three 
NASDAQ tiers: Global Select, Global Market and Capital Market.  

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 
Index, which represent approximately 8% of the total market capitalization of the Russell 3000 Index. 

Investing in small cap stocks generally involves greater risks, and therefore, may not be appropriate for 
every investor. 

The companies engaged in the communications and technology industries are subject to fierce competition 
and their products and services may be subject to rapid obsolescence. 

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.   

Investing in the energy sector involves special risks, including the potential adverse effects of state and 
federal regulation and may not be suitable for all investors. 
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