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Quick Takes

Risk Assets Mixed Start. Market participants went
slightly risk-off for the start of the year with Large
Cap equities, both domestic and international,
posting positive performance while most other risk
asset classes were in the red for the month.

Inflation Continued Softening. Inflation, as
measured by the Fed’s preferred metric of PCE
Deflator, dipped below the +3.0% mark, coming in at
+2.9% on the year-over-year metric. Despite this
encouraging news, Fedspeak led most market
participants to adjust future rate cut expectations to
later than anticipated at last year’s end.

Asset Class Performance

Risk Assets posted a mixed start to the year with Large Caps and International Developed Markets posting positive
results, whereas most other risk assets were in the negative for January. Domestic Real Estate and Emerging Market
equities were the biggest losers for the month, but Small Cap equities weren’t far behind them.

H YTD ®mJan. 1.7 1.68
-
03 099 0.0 000 II
-2.3 -2.29
u.s. u.s. International Large
Aggregate High Yield Caps
Bonds

e Greenback Strengths

N .
-3.9 -3.89 I I I I
-4.6 -4.64

Domestic Equity

January 2024

in January. The dollar
spiked against other major currencies mid-month as
market participants adjusted future rate expectations.
It ended off its highs for the month but was still well
above levels at the end of last year.

Personal Spending and Labor Markets. Personal
Spending came in hotter than expected for the
month of December, landing at +0.5% versus
expectations of +0.3%. Labor Markets continued on
their resilient streak with the Job Openings and
Labor Turnover Survey, “JOLTS”, coming in above
expectations of 8.75 million open positions, landing
at a little over 9 million. The JOLTS report also
showed that fewer workers quit into year end.
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Source: Bloomberg, as of December 31, 2023. Asset-class performance is presented by using

total returns for an index proxy that best represents the respective broad asset class. U.S.
Bonds (Barclays U.S. Aggregate Bond TR), U.S. High Yield (Barclays U.S. HY 2% Issuer-Capped
TR), International Bonds (Barclays Global Aggregate ex USD TR), Large Caps (S&P 500 TR),
Small Caps (Russell 2000 TR), Developed Markets (MSCI EAFE NR USD), Emerging Markets

(MSCI EM NR USD), Real Estate (FTSE NAREIT All Equity REITS TR).
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Strong Labor Markets Into Year End

Resilient Labor Markets, Quit Rate Drops
Numb of Job Openings (Top), Number of Quits (Bottom)
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The Job Openings and Labor Turnover Survey (“JOLTS”), a
measure of employers searching for workers in the United
States, finished last year on a strong note with open positions
coming in at 9.03 million, above expectations of 8.75 million.
Typically, the Fed operates under a dual mandate to keep
inflation at sustainable levels and employment at high levels.
The strength in the Labor Markets post-pandemic has
enabled the Fed to take a break from focusing on the Labor
Markets to solely devote resources to taming inflation. Strong
Labor Markets have led employers to compete for workers.
Many employers have complained of employees jumping ship
to greener pastures and ultimately higher wages post-
pandemic. However, the JOLTS report also contains the
Number of Quits, which has shown steady moderation over
the past several months. This suggests that employees may
not be as confident that the grass is truly greener on the other
side of the fence. With this rollover in the Quit Rate over the
past several months, wage growth has moderated and if the
trend continues should continue to moderate even further.
Moderating wage growth should further alleviate upward
inflation pressure. While jobs are still aplenty and employees
are quitting at a slower rate, an area of concern is layoffs.
While wage growth is moderating, the damage has been done

to corporations, with the higher post-pandemic employee cost
Impacting operating and ultimately profit margins. Throughout
2023, corporations were busy with finding ways to reduce
costs and keep margins at healthy levels with activity showing
signs of moderating. With earnings season picking up at the
end of January, multiple companies have already announced
plans to reduce their workforce due to the higher employment
cost. If this trend continues, it could jeopardize a soft-landing
scenario and force the Fed to resume its dual mandate.

Bottom Line: Labor markets finished the year on a strong
note with the JOLTS coming in above expectations of 8.75
million, at 9.03 million. The number of employees quitting
their current jobs also moderated into the last year-end,
suggesting that the Labor Market may shift into
employers’ favor rather than employees’ in the coming
months. While there are plenty of jobs available, layoffs
are also ticking up as corporations attempt to rein costs
in and ultimately keep margins at healthy levels. If this
trend continues or shows signs of accelerating, the Fed
may need to devote more attention to employment,
ultimately returning to its dual mandate of keeping
inflation and employment at long-term sustainable levels.

©2024 Prime Capital Investment Advisors, LLC. The views and information contained herein are (1) for informational purposes only, (2) are not to be taken
as a recommendation to buy or sell any investment, and (3) should not be construed or acted upon as individualized investment advice. The information
contained herein was obtained from sources we believe to be reliable but is not guaranteed as to its accuracy or completeness. Investing involves risk.
Investors should be prepared to bear loss, including total loss of principal. Diversification does not guarantee investment returns and does not eliminate
the risk of loss. Past performance is no guarantee of comparable future results.
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Personal Expenditure, Economic Growth, and the Fed

The month of January had plenty of US GDP Surprised to the UPSide

positive economic news released. The GDP US Chained Dollars Quarter-Over-Quarter
Fed’s preferred inflation metric of PCE
Core Deflator came in below market
expectations of +3.0%, landing at +2.9%
on the year-over-year metric.
Additionally, US GDP came in well
above consensus expectations of +2.0%
for the fourth quarter of the year, landing
at +3.3%. This is the first cut of GDP
data, so it's possible that there could be
downward revisions in the coming
months, regardless it appears that a
soft-landing scenario is still in the cards.
As was the case with most of the GDP
readings throughout 2023, the consumer
was the star of the show yet again. US
Personal Spending exceeded market ,\9"'\’ %&\’ ,\9'9’ ,»0”\’ ,\9"‘9' %0'9' ,\9"’)’ ,»0'{)' ,19'3’ ,»&0’ ,»o'c’ ,»0"7’
expectations of +0.5% for December, > & o A X & O A N & P 0
coming in at a robust +0.7%. While it's > > >
likely the holiday season had an impact Source: Bureau of Economic Analysis, Bloomberg

on this data reading, market participants ) )
were likely already pricing that into disappointed with, but one area of decrease in savings could also be due to

expectations and consumers still concern led back to the consumer. the holiday season splurge but
managed to exceed expectations. Again, Consumers are maintaining robust combined with  Personal Income
this bodes well for a soft-landing spending habits, but the same cannot be moderating in December to +0.3%,
outcome. With inflation coming in softer said about their saving habits. Personal down from the +0.4% reading in
than expected and GDP numbers Savings retracted to 3.7% in December, November, may lead many market
exceeding initial estimates on the back down from the previous reading of 4.1% participants to question how much
of strong consumer spending, there and well below the pre-pandemic longer the consumer can prop up the US

wasn't a lot for market participants to be ~ Savings rate of 6.3%. Some of the economy.
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Bottom Line: January was jam-

Personal Consumption Remained Robust Through Year End . o .
packed with positive economic news

US Personal Expenditure Month-Over-Month with the Fed’s preferred inflation
Nara G ., metric, PCE Core Deflator, coming in
i below consensus expectations and

US GDP coming in above market
., expectations, fueled mainly by
continued robust Consumer
Spending. While all of this increased
= the likelihood of the Fed engineering
a soft-landing scenario, there are
some cracks under the surface.
" Personal Spending remained robust
but Personal Savings continued to
., dip lower, combined with moderating
@ Personal Income, this could mean
that consumers may have to start
«» moderating their spending habits in
the coming months. Consumers have
almost single-handedly kept the US
" economy out of a recession during

the Fed’s campaign against stubborn
Source: Bureau of Economic Analysis, Bloomberg inflation.

Vo 3B 4R SR e TBL EAL oM WAL W W 181 B 3 4% 53 &30 AL 3B 9F0 WL WD LA 181 8 3B 430 SBL 6B 1AL 8L 9B W0 W njL



J

Equity Themes REVIEW Kk«

anuary 2024 MONTH

What Worked, What Didn’t

Large Over Small, Growth Over Value. Small Caps struggled for the first month of the year, but
Large Caps posted a strong month heading into earnings season. Growth-styled equities posted a
strong month as well, while Value-styled equities were more modest but positive for the month.

Low Vol and Momentum Outperform. High Beta equities were slightly negative for January while
Low Vol posted a decent start to the year. Momentum and Quality both had a solid January, but
Momentum posted a strong margin of outperformance relative to Quality.

Domestic Over International, Developed Over Emerging. International equities were slightly
negative for January, but Emerging Markets started the year on the wrong foot, falling over 4%.
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What Worked, What Didn’t

e Short Duration and High Yield Outperform. Long Duration Treasuries pulled back for the month of
January as future rate cut expectations re-racked. Investment Grade bonds were slightly negative for
the month while their High Yield peers were slightly positive.

e Credit and TIPS Outperform. Credit posted a modestly positive January versus Long Duration
Treasuries selling off. TIPS were negative for January but less so than their Nominal peers.

e Taxables and Domestic Outperform. Taxables outperformed Munis for January but the margin was
minimal. International Bonds struggled for the month, underperforming Domestic but both were in the
red for the first month of the year.
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The Importance of Diversification. From period to period there is no certainty what investment will be the best,
or worst, performer. Diversification mitigates the risk of relying on any single investment and offers a host of long-
term benefits, such as less portfolio volatility, improved risk-adjusted returns, and more effective compounding.
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Source: Bloomberg. Asset-class performance is presented by using market returns from an exchange-traded fund (ETF) proxy that best represents its
respective broad asset class. Returns shown are net of fund fees for and do not necessarily represent performance of specific mutual funds and/or
exchange-traded funds recommended by the Prime Capital Investment Advisors. The performance of those funds may be substantially different than the
performance of the broad asset classes and to proxy ETFs represented here. U.S. Bonds (iShares Core U.S. Aggregate Bond ETF); High-Yield Bond (iShares
iBoxx $ High Yield Corporate Bond ETF); Intl Bonds (SPDR® Bloomberg Barclays International Corporate Bond ETF); Large Growth (iShares Russell 1000
Growth ETF); Large Value (iShares Russell 1000 Value ETF); Mid Growth (iShares Russell Mid-Cap Growth ETF); Mid Value (iShares Russell Mid-Cap Value
ETF); Small Growth (iShares Russell 2000 Growth ETF); Small Value (iShares Russell 2000 Value ETF); Intl Equity (iShares MSCI EAFE ETF); Emg Markets
(iShares MSCI Emerging Markets ETF); and Real Estate (iShares U.S. Real Estate ETF). The return displayed as “Allocation” is a weighted average of the ETF
proxies shown as represented by: 30% U.S. Bonds, 5% International Bonds, 5% High Yield Bonds, 10% Large Growth, 10% Large Value, 4% Mid Growth, 4%
Mid Value, 2% Small Growth, 2% Small Value, 18% International Stock, 7% Emerging Markets, 3% Real Estate. 080223006 - MAH

Advisory services offered through Prime Capital Investment Advisors, LLC. (“PCIA”), a UALI FI ED
Registered Investment Adviser. PCIA doing business as Prime Capital Wealth Management

(“PCWM”) and Qualified Plan Advisors (“QPA”). PLAN ADVISO RS
© 2024 Prime Capital Investment Advisors, 6201 College Blvd., Suite #150, Overland Park, KS 66211.



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6

