Monday, May 22, 2023

Good afternoon:

Stocks were mixed last week with this year’s strongest sectors again
leading the way higher. S&P 500 added 1.71% while Technology,
Communications Services, and Consumer Discretion sectors helped the
NASDAQ gain 3.08% on the week. Despite slower economic growth, 1Q23
S&P 500 earnings have surprised to the upside as economic momentum at
the beginning of the year supported an expansion in profit margins. With
over 90% of the S&P 500’s market cap having reported, profit margins
currently stand at 11.8%, a level of profitability that had only been eclipsed

once in the pre-pandemic period.

S&P 500 profit margin
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Source: J.P. Morgan Asset Management

Much of these better than anticipated results can still be attributed
to strong and resilient consumer demand. Household spending comprises
more than two-thirds of U.S. GDP, so the health of the economy is largely
dictated by the combination of consumers' income and attitude. While the
two are connected, they are not always in sync. This seems to be the case
currently, with disposable personal income rising significantly this year
while the Consumer Confidence Index has declined year-to-date. With the
widely anticipated economic slowdown on the near-term horizon, recent
banking turmoil, and pervasive high inflation, it may be reasonable to

expect some reduction in consumer spending as well.

Consumer Confidence Index
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U.S. National Debt
Stands at $31.5 Trillion

Gross federal public debt in the United States
(in trillion U.S. dollars)

With remaining post-pandemic pent-up consumer demand,
particularly for services like travel and entertainment, the forthcoming
economic contraction may not look or feel like past recessions. It may turn
out to resemble 2001 where the downturn was fueled by a drop in business
spending. Meanwhile, consumer spending pulled back but not materially,
helped by little damage to the strong labor market. The result was a short

and shallow recession.

In the interim, markets are still anxiously awaiting a resolution to the
debt ceiling debate in Washington. While most realize that a default is an
unthinkable outcome that will almost certainly be ultimately avoided, the
longer these negotiations take, the more we are likely to experience

heightened volatility.

Recession
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If we do see a more definitive recession this year, it will likely result
in a return to favor of Value stocks, while this year’s winning tech trades
give back some of their recent outsized gains. Consumer staples,
healthcare, and utility sectors are often shown to be outperformers during
recessionary periods due to their more stable businesses, lower valuations,
and generally higher dividend yields. Our strategy for long-term
investment success is to take a diversified approach to investing in the
asset class of equities, allocating capital to both growth and value sectors
with a strong bias towards high-quality companies and asset
managers. This has enabled us to help our clients successfully navigate
through all kinds of varying market and economic climates on their way to

achieving their investment and financial planning goals.

Have a great week!
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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.

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 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-
aim/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.

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.
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