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The financial landscape in 2024 is marked by key economic indicators, including inflation trends, consumer senti-
ment, and corporate earnings. This white paper explores the current economic environment, focusing on inflation
expectations, market reactions, and corporate financial health, drawing insights from a recent discussion with
financial experts.

Consumer Sentiment and Inflation Expectations

The University of Michigan Consumer Survey for February highlighted rising consumer concerns regarding inflation.
Consumers now anticipate a 4.3% inflation rate a year from now, reflecting a one percentage point increase from
January. Consumer sentiment declined by 5% to 67.8. “Consumers now expect the inflation rate to be 4.3% a year from
now. That's a one percentage point jump from January. And consumer sentiment fell to 67.8. And that's a 5% drop
from January,” noted Lawrence Carrel.

Understanding the CPI and Inflation Drivers

Inflation expectations are often driven by factors such as tariffs and out-of-pocket consumer expenses, which do not
always align with the Consumer Price Index (CPI). “Remember, the CPI is very heavily represented by housing. Housing
represents a major component of the price movements in CPI. And housing just is not pushing up enough to get the
CPI to a 4% reading at this point,” explained Michael Passante.s not pushing up enough to get the CPI to a 4% reading
at this point,” explained Michael Passante.

Consumer Price Index Components® However, inflation is expected to trend above 3% for
s the majority of the year. “Yes, inflation is likely gon-
na trend higher. This upcoming print that we get for
January is most likely going to be our first north of 3%
i anspoiiafon 15.855%) CPI print in quite some time,” Passante added. Barring
= Medical Care (8.004%) unforeseen economic shocks, CPI inflation exceeding
m Recreation (5.307%) 4% remains unlikely. A significant factor in inflation
management includes government fiscal policies, such
as efforts to cap the deficit at 3% of GDP and increas-
ing oil production to stabilize prices.
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Corporate Earnings and Market Reactions

The recent earnings reports from major technology companies, including Google, Microsoft, and Amazon, revealed
underperformance relative to market expectations. “Well, ook, firstly, the bar for earnings, right, was set incredi-
bly high for the quarter. We know that these companies are piling in tons into reinvestment, namely in the Al sector,
heavy, heavy investment, heavy capital intensity,” noted Philip J. DeAngelo.

While these reports were weaker than expected, they are not necessarily reflective of long-term negative trends. “You
couldn’t have such great earnings continue. We thought that this year, especially in the first half, you'd see earnings
lighten up a little bit. | think that's routine. | think it's part of the cycle,” DeAngelo added.

Despite short-term volatility, financial sector performance has absorbed some of the downturn, indicating healthy
market rotation rather than systemic weakness. “A lot of the larger cap tech companies sold off in that post-earnings
period,” said Passante. “And remember, this has been an area of the market that's performed extremely well over the
course of the last two, two and a half years.”

e Alphabet Inc (GOOGL) Price 186.47
Apple Inc (AAPL) Price 227.65
e Amazon.com Inc (AMZN) Price ~ 233.14
Microsoft Corp (MSFT) Price 412.22
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Additionally, foreign exchange challenges affected earnings, highlighting the impact of currency fluctuations on multi-
national corporations. “Another issue is that they had huge foreign exchange problems when they were converting the
money back,” pointed out Lawrence Carrel.

Conclusion

Economic indicators suggest a complex but manageable inflationary environment, with expectations of CPI remain-
ing above 3% but unlikely to exceed 4%. Market trends show natural cyclical adjustments, particularly in technology
and financial sectors. Investors should remain vigilant regarding fiscal policies, global trade conditions, and corporate
investment strategies.

For further inquiries, please contact us at questions@twoquestiontuesday.com.
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Past performance is no guarantee of future results. An investment cannot be made directly in an index. This is for illustrative purposes only and not indicative of any investment. Holding stocks for the long-term does not insure a
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Investing may involve risk including loss of principal. Investment returns, particularly over shorter time periods are highly dependent on trends in the various investment markets. Investment management services are generally
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tax or legal advisor regarding your specific situation. Securities offered through Osaic Wealth, Inc Member FINRA/SIPC. Advisory services are offered through Focused Wealth Management. Focused Wealth Management and Osaic
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