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The stock market reached new highs again in November as investors digested positive economic reports and an optimistic outlook on the markets following the presidential election. The Federal Reserve's (Fed) preferred inflation gauge edged up slightly in October, but many still anticipate a third consecutive rate cut in December. Consumer confidence posted its second consecutive positive report, buoyed by consumers' positive outlook on jobs. The housing market is also showing improvement as mortgage rates drop and inventories improve.
Stocks Power Higher in November
Stocks powered higher in November, with all the major indices reaching new highs. The popular Dow Jones Industrial Average® (DJIA) led the way, gaining 7.5% for the month, its largest monthly gain of 2024. The broad market S&P 500® (SPX) recorded its highest monthly gain as well, rising 5.7% for the month. The tech-heavy NASDAQ Composite Index (COMP) finished strong during November as well, gaining 6.2%, its second largest monthly gain in 2024.

Stocks continue to benefit from a largely bullish outlook for the markets in general and stocks in particular following the presidential election. Investors are also heartened by the anticipation of more interest rate cuts from the Fed, which tend to support higher stock prices as investors seek higher returns from riskier investments. The markets also appear to be taking tariff talk with a grain of salt, seeing it more as a negotiating tool than a policy strategy.
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Inflation Edges Higher
Inflation edged up slightly in October, according to the latest report from the Bureau of Economic Analysis. The personal consumption expenditures price index (PCE) -- a broad measure of prices that the Fed prefers -- increased 0.2% in October and 2.3% compared to a year ago. While the results were what analysts expected, October’s numbers weren't as encouraging as the 2.1% annual rate in September.

Excluding food and energy, so-called core inflation rose 0.3% in October and 2.8% compared to a year ago. While these numbers were also in line with expectations, the trend over the prior four months was to the upside, a potentially worrisome sight for the Fed. Prices for services were the main driver during the month, rising 0.4%. Prices for food were little changed, and energy was off 0.1%.

Inflation has been above the Fed’s target of 2% since March 2021 but has moderated in recent months. That’s prompted the central bank to reduce rates 0.75% during its meetings in September and November. Despite this latest less than stellar inflation report, traders are still betting that the Fed will lower rates again in December.
Inflation has hit consumers particularly hard, especially at the lower end of the wage scale. That fact figured prominently in the presidential election. CNBC
Consumer Confidence Continues Improving
For the second month in a row, US consumers are feeling upbeat about the economic outlook. The Conference Board Consumer Confidence Index® increased to 111.7 in November, eclipsing the 109.6 reading in October and reaching its highest level in more than a year. 

The expectations index -- which measures consumers’ outlook for business, income, and the labor market -- rose 0.4 points 92.3. That’s significantly above the key threshold of 80, which can signal a potential recession down the road. Driving the positive results in November were an upbeat assessment of the labor market and future job availability.

According to Dana Peterson, the Conference Board’s chief economist, "consumer confidence continued to improve in November and reached the top of the range that has prevailed over the past two years. November’s increase was mainly driven by more positive consumer assessments of the present situation, particularly regarding the labor market. Compared to October, consumers were also substantially more optimistic about future job availability, which reached its highest level in almost three years." Conference Board
Housing Market Showing Improvement
Existing home sales rose 2.9% in October compared to a year ago, marking the first annual gain in more than three years, according to the National Association of Realtors (NAR). On a monthly basis, home sales rose 3.4% compared to September to an annual rate of 3.96 million units. That topped the 3.93 million units expected by economists.

Still, October marked the 16th straight month of annual home price increases, with the average home price now at $407,200, 4% higher than a year ago. Those high prices, low inventories, and high mortgage rates likely means 2024 will record the lowest annual home sales since 1995. 

The US housing market has been in the doldrums since 2022 when interest rates on mortgages began an upward trajectory from pandemic-era lows. Last year existing home sales dropped to a near 30-year low as mortgage rates soared to a 23-year high of almost 8%.

But this latest report could signal an improving housing market, helped significantly by a two-year low of 6.08% in the average rate of a 30-year mortgage. Properties are also taking longer to sell, which could point to much needed higher inventory levels. 

According to Lawrence Yun, the NAR’s chief economist, "the worst of the downturn in home sales could be over, with increasing inventory leading to more transactions.” But Yun added, "we still need another 30% growth in inventory to get us back to pre-COVID conditions.” AP News

This research material was prepared by Burritt Research, Inc.

This material represents an assessment of the market and economic environment at a specific point in time and is not intended to be a forecast of future events, or a guarantee of future results. Forward-looking statements are subject to certain risks and uncertainties. Actual results, performance, or achievements may differ materially from those expressed or implied. Information is based on data gathered from what we believe are reliable sources. It is not guaranteed as to accuracy, does not purport to be complete and is not intended to be used as a primary basis for investment decisions. It should also not be construed as advice meeting the particular investment needs of any investor. Past performance does not guarantee future results.

Indices are unmanaged and investors cannot invest directly in an index. Unless otherwise noted, performance of indices does not account for any fees, commissions or other expenses that would be incurred. Returns do not include reinvested dividends.

The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general.  It is a market value weighted index with each stock's weight in the index proportionate to its market value.

The Nasdaq Composite Index is a market-capitalization weighted index of the more than 3,000 common equities listed on the Nasdaq stock exchange. The types of securities in the index include American depositary receipts, common stocks, real estate investment trusts (REITs) and tracking stocks. The index includes all Nasdaq listed stocks that are not derivatives, preferred shares, funds, exchange-traded funds (ETFs) or debentures.

The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 actively traded “blue chip” stocks, primarily industrials, but includes financials and other service-oriented companies. The components, which change from time to time, represent between 15% and 20% of the market value of NYSE stocks.

The Conference Board creates the Present Situation Index (PSI) from survey data of approximately 5000 households across the United States to gauge public opinion about the U.S. economy.  When the index is positive, people feel good about the current economic situation.  When negative, people are less optimistic.  The (PSI) along with the Expectations Index are used by The Conference Board to create the Consumer Confidence Index (CCI) which tells us how optimistic (or not) people are about the future of the economy.  

The Expectations Index is a component of the Consumer Confidence Index® (CCI), which is published each month by the Conference Board. The CCI reflects consumers’ short-term—that is, six-month—outlook for, and sentiment about, the performance of the overall economy as it effects them. The Expectations Index is made up of the average of the CCI components that deal with six-month outlooks for business, employment, and income.
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Information contained herein is at a point in time and subject to change without notice. Information is derived from sources which are believed to be reliable but are not independently audited. 

This content is for informational purposes only and is not advice for any individual or a recommendation of any specific investment product or strategy.  Wealthcare cannot guarantee any specific financial return results for any client or guarantee a client will in all circumstances of changing personal financial goals and market conditions be able to remain in a client's Wealthcare Plan Comfort Zone®.   Past performance is not a guide to future returns.  All investments carry a degree of risk of loss of principal and there is no assurance that an investment will provide positive performance over any period of time.  
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