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Economic & Market Commentary

Stocks and bonds finished mixed in choppy trading last week. The Federal Reserve dominated the week as they raised the Target rate
another +0.25% to 5.25%. As usual, the focus was on the nuances of word, phrase, or sentence changes in their policy statement as well as
from comments from Chair Powell's press conference. There is little doubt that the tone from the Fed moved decidedly more
accommodative. The key takeaways are that the Fed is unsure if the banking turmoil will lead to much tighter credit conditions; indicated
that the Target rate is close to being properly restrictive and will likely move into wait and see (pause) mode; that the direction of future
rate decisions will be data dependent; and that getting inflation down to their 2% target goal is going to take longer than expected and it
will not be a smooth process. Bottom line is the Fed is at or near the end of raising rates and any future actions will now be data
dependent. If inflation moves lower over time and the economy continues to weaken, the Fed is done raising rates and will move into
accommodative mode. If inflation stays persistently high and the economy doesn’t weaken considerably, additional rate hikes may be
warranted. April's labor market report did not bode well for the rate cut/pause camp. The unemployment rate dipped to 3.4% (a 50-year
low), job gains for the month came in higher than expected at +253,000 vs +178,000, and annual average hourly wage gains rose to 4.4%
from 4.2% in March. The hotter than anticipated April labor numbers were tempered by downward revisions to job gains in March and
February. March was revised down by -71,000 from +236,000 to +165,000 while February was changed by -78,000 from +326,000 to
+248,000. The hourly wage component is closely watched by Fed as higher wages buoys consumer spending and is considered inflationary.
This week April inflation will be released, and consensus calls for a monthly gain of +0.40% and twelve-month reading of 5.0%.
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