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MONTHLY MARKET RECAP


January 2025 Market Recap 








After some late month volatility, the stock market closed out January on a positive note. All major indices ended in positive territory, supported by a steady march of positive economic news. US economic growth was solid during the fourth quarter of 2024, but off its 2023 pace. Home sales in the US also showed improvement during December, marking the best gains since 2021. The Federal Reserve's (Fed) preferred inflation gauge came in as expected but remained above the Fed's target. 
Markets End January on Positive Note 
The markets endured late-month volatility as investors digested a flurry of earnings reports, the latest news on the inflation front, and the low-cost development and popularity of China's DeepSeek artificial intelligence (AI) model. Despite the volatility, all the major indices closed out the month on an upswing, with the Dow Jones Industrial Average® (DJIA) leading the way higher, up 4.7% compared to November. The broad market S&P 500® (SPX) also climbed higher in December, up 2.7%. Meanwhile, the tech-heavy NASDAQ Composite Index rose 1.6%, shaking off unsettling news on the AI front.

The markets continue to be buoyed by a host of positive economic reports, including solid economic growth, an uptick in the housing market, and inflation news that, while still not ideal, continues to improve. However, the effects of the Trump administration's tariffs on goods from Mexico, Canada, and China provide increasing uncertainty across all the markets. 
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Economic Growth Solid
The US economy grew at a 2.3% annual pace during the fourth quarter of 2024 according to the "Advance" or first estimate of Gross Domestic Product (GDP) by the Bureau of Economic Analysis. The inflation-adjusted pace was below Dow Jones estimates, which called for a 2.5% growth rate. For 2024, GDP grew at a 2.8% pace, slightly off the 2.9% pace set in 2023, but still on solid ground.
Consumer spending grew at a strong 4.2% rate during the fourth quarter and accounted for two-thirds of economic activity, proving once again that economic growth in the US rests firmly on the back of individual spending. That spending comes despite the ongoing burden of higher prices in key pockets of the US economy, including eggs, homes, and cars. And while inflation is off its historic highs, it remains a drag on consumers so much so that it played a key role in the Trump administration's return to the White House. During the quarter, government spending provided growth support, accelerating at a 3.2% pace. CNBC
US Home Sales Surge 
Sales of existing homes in the US rose 2.2% to 4.24 million units in December, marking the strongest sales pace since February 2024, according to the National Association of Realtors (NAR). Compared to a year-ago, sales grew at a blistering rate, up 9.3%, marking the largest yearly gain since June 2021. Sales prices also continued their march higher in December, jumping 6% to $404,400. That marks the 18th consecutive month of price increases and the largest year-over-year increase since October 2022.

The final months of 2024 showed much needed recovery in the housing market, which has been battered by lack of inventory, high mortgage rates, and the so-called lock-in effect, where existing homeowners are reluctant to give up their low-cost mortgages. The news also comes despite the winter season, which is typically softer than the spring and summer. Home sales have now climbed on a year-over-year basis for three straight months.

According to NAR Chief Economist Lawrence Yun, "consumers clearly understand the long-term benefits of homeownership. Job and wage gains, along with increased inventory, are positively impacting the market." NAR
Inflation Still Elevated but in line with Expectations
Inflation held steady in December, which was in line with expectations but still above the Fed's target rate. The personal consumption expenditures price index (PCE) -- the Fed's preferred inflation gauge -- increased at an annual rate of 2.6% in December, meeting expectations. Excluding the more volatile components of food and energy, the so-called core PCE closed out December at 2.8% higher than a year ago, also meeting expectations. On a monthly basis, headline and core PCE increased 0.3% and 0.2%, respectively, both hitting analyst targets as well. 

Food prices increased 0.2% in December, while energy went up a hefty 2.7%. Durable goods prices -- which include big-ticket items like appliances and electronics -- dropped 0.4% for the month while nondurables increased 0.5%. 

While inflation managed to come in as predicted, the rate remains stubbornly above the Fed's annual inflation target of 2%, which it hasn't seen since 2021. That's why it's no surprise that the Fed continues to move cautiously, keeping interest rates unchanged during its January meeting. Yahoo Finance

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 US 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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