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Positive news on inflation data drove bond yields lower and lifted the S&P 500 and the Nasdaq to new record highs last week. The strength continued to be narrowly focused primarily in technology stocks. May’s consumer price index month-over-
month was unchanged, and inflation continued to ebb lower to a 3.27% rate on a twelve-month basis. Core inflation, excluding food and energy, dropped from 3.61% to 3.42%. Although inflation remains too high, relative to the Federal Reserve’s
target rate of 2%, the improvement was broad-based, with several areas of disinflation evident. The better-than-expected inflation number sparked optimism for a September Fed funds rate cut. The Fed also concluded its June FOMC meeting last
week. There were no significant surprises as the Fed did not change rates, and the committee seemed split on when to start cutting rates. The Fed will need to see several months of good inflation data to gain confidence that inflation is in check.
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