
 

At Passage Wealth, it is important that you are well-informed about what is happening in the markets. 

Here are a few of the key topics of conversation that deserve the most attention this month. If you have 

any questions or would like to continue the conversation, please reach out. 

Year-over-year inflation has improved in each of the last 11 months. While prices are still increasing 

faster than the Fed is comfortable with, as headline prices rose 4.0% over the last year through May, the 

rate of those increases continues to come down1. Core inflation, which excludes the volatile food and 

energy components, rose by 5.3%, marking the slowest rate since December 2021. Although the 

significant improvement in headline inflation provides some flexibility for the Federal Reserve, stubborn 

core inflation may significantly push out any easing the Fed may have been previously debating. While 

the progress is positive, persistently higher prices will continue to exert pressure on both the economy 

and consumers. 

A day after the release of the inflation report, the Federal Reserve held interest rates steady, the first 

time doing so after 10 consecutive rate hikes. The bigger news came from the Fed’s comments and dot 

plot, which indicate a more hawkish stance on interest rates than previously anticipated. Earlier this 

year, market discussions revolved around when the Fed would begin easing its policy stance and cutting 

rates in the second half of the year. However, Fed Chair Powell stated during the press conference that 

rate cuts are “a couple years out.” Additionally, the dot plot reveals that a majority of the committee 

expects at least two more 25 basis point rate hikes this year2, contrary to last month's indication that 

the Fed was finished with rate hikes. Despite these comments, the Fed Fund futures market still assigns 

significant probabilities to rate cuts early next year3. 

The bottom line: Recent comments and data releases from the Federal Reserve indicate their intention 

to reshape market expectations for the remainder of this year and into 2024.  However, it’s not clear 

that the market fully believes the Fed and is still placing significant odds that rates will be lower, by this 

time next year, than they are today3. If the Fed is indeed going to be in a more aggressive stance for 

longer, that can create headwinds for the overall economy. However, if the market is right and the Fed 

begins to ease next year, it may increase the odds of a soft landing. Regardless, the changing 

expectations surrounding the Fed can introduce volatility in capital markets, making upcoming inflation 

reports crucial in assessing how the Fed will adjust or maintain its current tone. 

Sources: 



1. Bureau of Labor Statistics, https://www.bls.gov/news.release/cpi.nr0.htm 
2. The Federal Reserve Summary of Economic Projections, 
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20230614.pdf 
3. CME FedWatch Tool as of June 14, 2023 
 
 
 
 
 
 
 
Disclosures: 
 
The material presented includes information and opinions provided by a party not related to Thrivent Advisor 

Network. It has been obtained from sources deemed reliable; but no independent verification has been made, nor 

is its accuracy or completeness guaranteed. The opinions expressed may not necessarily represent those of 
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conditions vary. Thrivent Advisor Network and its affiliates accept no liability for loss or damage of any kind arising 

from the use of this information.   
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a subsidiary of Thrivent.  Clients will separately engage a broker-dealer or custodian to safeguard their investment 

advisory assets.  Review the Thrivent Advisor Network ADV Disclosure Brochure and Wrap-Fee Program Brochure 

for a full description of services, fees, and expenses. Thrivent Advisor Network LLC advisors may also be registered 

representatives of a broker-dealer to offer securities products. 

Advisory Persons of Thrivent provide advisory services under a “doing business as” name or may have their own 
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important disclosures.  

This communication may include forward looking statements. Specific forward-looking statements can be 

identified by the fact that they do not relate strictly to historical or current facts and include, without limitation, 
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terminology. These statements are not guarantees of future performance and involve risks, uncertainties, 
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The CME FedWatch Tool is a tool created by the CME Group (Chicago Mercantile Exchange Group) to act as a 

barometer for the market’s expectation of potential changes to the fed funds target rate while assessing potential 

Fed movements around Federal Open Market Committee (FOMC) meetings. 

 


