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The major large-cap equity indexes reached new highs last week, and the Dow briefly broke through the 40,000 level. With April’s consumer price index slightly below consensus estimates and softer retail sales data, investor optimism that inflation
will continue to retreat rekindled optimism for a Fed rate cut. Core CPI, which excludes the volatile food and energy categories, posted its smallest increase since April 2021. Bond yields fell, with yields on the 10-year Treasury down as much as
18 basis points. May’s equity market rally has erased last month’s selloff and lifted S&P 500 valuations back to 21 times forward earnings estimates.
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