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CPl Rose More Than Expected

The January CPI report was troubling as it rose more than expected. The monthly rate rose by
0.5%, about 0.2% above expectations. The core monthly rate was a tenth of a percent above
expectations, at 0.4%. The year-over-year CPI rate rose to 3% from 2.9%. The latest CPI data
argues inflation is stuck in a range above the Fed?s 2% target. Accordingly, we should assume that
the Fed will almost certainly be on hold for quite a while. The market tends to agree with that
assessment, pushing the next full rate cut out to December.

While the headlines are unequivocally bad, it is worth discussing a few details to illuminate the data
more clearly.

e Shelter costs accounted for 60% of the increase. While CPI shelter prices remain stubbornly
high, they are known to lag market data. If we substitute CPI data with real-time market data,
core and headline CPI is near 2% instead of 3.0/3.3%, respectively.

¢ This marks the third January in a row with higher-than-expected readings. For instance,
transportation services added 1.4% versus 0.4% in December. This was led by motor vehicle
insurance, which had a similar bump last January. Is there an inadequate seasonal
adjustment?

e Could the threat of tariffs have pushed some to front-run tariffs? The ISM services survey
noted this was occurring.

¢ While the monthly data is disappointing, the annual core rate (blue), as shown below, remains
range-bound. CPI is rising but still well within the range of the last two years.

One report doesn?t make a trend. The next couple of CPI reports will be very telling. Will the
January trends persist, or might they be a one-off instance?



Inflation isn't going away (so far) in 2025
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What To Watch Today
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Market Trading Update

Yesterday, we noted that:
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?Notably, consistent buying pressure has kept the MACD&#2013266080;?sell
signal?&#2013266080;from triggering while money flows remain strongly positive.
Sloppy trading keeps the market from getting short-term overbought; however, the
compression in the current trading range sets the market up for a breakout. Today, all
eyes will be focused on the CPI data. A cooler-than-expected report will send the
market back to all-time highs. A hotter-than-expected report will trigger a sell
signal and a break of support at the 50-DMA.?

While the headline report did come in hotter-than-expected, an examination below the headlines
showed that major components of CPI declined. As | noted yesterday morning on X:

Today's #CPI headline surprise was brought to you by several short-term
factors that will dissipate in the coming months. The energy price increase
(3-mo lag) doesn't reflect the recent drop. Food prices (eggs) will moderate
as the avian flu problem is resolved.

The biggest part? pic.twitter.com/MOrF2G6Hy0

? Lance Roberts (@LanceRoberts) February 12, 2025

Not surprisingly, the market read through the report to see that short-term anomalies were
responsible for the uptick, and the market rallied off of the 50-DMA support. Bonds also rallied back
from their weak opening, and buyers continued to step in to buy assets. As of yesterday?s close,
the market continues holding support at the 50- and 20-DMA, with positive money flows. Such
keeps portfolios allocated at target weights until something changes.


https://twitter.com/hashtag/CPI?src=hash&ref_src=twsrc%5Etfw
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Today, the market will digest the PPI report, likely showing that companies cannot pass on higher
costs to consumers. However, it is essential to note that these monthly numbers are meaningless.
Variations in the data do little to denote a significant change in the inflation trend, which continues
to be lower this year.

Remain focused on what matters most: earnings, buybacks, and money flows.
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META Is On A Historic Surge

Shares of META have been up 17 days in a row through Tuesday. For context on this historic
winning streak, we lean on Michael Harris. Based on the data table below, courtesy of Richard
Dale (@NorgateData), the maximum streak of consecutive gains for an S&P 500 stock is 19 days.

META has been up 17% during its winning streak. Moreover, it has risen sevenfold since late 2022
and almost 40% since the election. META is considered one of the biggest beneficiaries of the Al
revolution.META recently laid off approximately 4000 employees but continues to spend
significantly on innovation. Between optimism for its advertising revenue and an array of VR gear,
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Wall Street?s earnings estimates have steadily risen.

However, while the outlook looks strong, those with the most knowledge of the company are
selling. Per MarketBeat:

Meta Platforms (NASDAQ:META) insiders are selling stock, and the data is worrisome.
InsiderTrades tracks 56 trades in the 90 days leading into mid-February and 189 over
the trailing twelve months, with activity ramping sequentially in 2024 and into Q1 of
2025.

Among the most troubling details is that CEO Mark Zuckerberg leads the pack, having

sold more than $2 billion and growing.

Ticker Mame Date/Time #Cons.UpDays ¥ % Return
CE-200402 Concord EFS Inc Common 3/9/1992 19 26.4
WLA-200006 Warner-Lambert Co Common 2/9/1972 18 1.6
MCO Moody's Corp Common 9/21/2012 12 18.9
SRCL-202411 Stericycle Inc Commen 1/25/2019 12 18.8
CE-200402 Concord EFS Inc Common 3/6/1992 12 23.3
DMRCC-202009  Denbury Resources Inc Common 6,/20/2005 12 20.1
NOW ServiceMow Inc Common 1/26/2018 12 14,8
MNOW ServiceMow Inc Common 1/25/2018 17 1.6
META Meta Platforms Inc Class & Commen  2/11/2025 17 17.7
MYX-201311 NYSE Euronext Common 2/15/2013 17 12.7
0 Realty Income Corp Common 2/27/2014 17 12.3
CLF Cleveland-Cliffs Inc Commen 4/18/2002 17 39.2
DMRCCG-202009 Denbury Resources Inc Common 6/17/2005 17 27.5
CE-200402 Concord EFS Inc Common 3/5/1992 17 223
SRCL-20241 Stericycle Inc Common 1/24/2019 7 181
MCO Moody's Corp Common 0/20/2012 17 17.8
MPLC Marathon Petroleum Cerp Commeon 2/10/2015 17 33.0
WLA-200006 Warner-Lambert Co Common 2/8/1972 7 10.8
EVRG Evergy Inc Common 1/30/2020 17 14.4
JEF lefferies Financial Group Inc Com...  10/25/2021 17 16.7
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Growth And Value Are Not Mutually Exclusive

Might Nvidia and Tesla, with price-to-earnings ratios (P/E) nearly double and quadruple that of the
S&P 500, respectively, be value stocks? Conversely, is it possible that Ford is not a value stock
despite a P/E of 10, a price-to-sales ratio (P/S) of .20, and a 7.5% dividend yield? Based solely on
that information, answering the question is impossible. Regardless, we bet most investors classify
Nvidia and Tesla as growth stocks and Ford as a value stock.

This article introduces GARP- Growth at a Reasonable Price. As we will detail, by introducing

earnings growth expectations into traditional valuation equations, some value stocks may
not be quite the gems investors think. Likewise, some growth stocks may be value stocks.
&#2013266080;

READ MORE?
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Tweet of the Day
Andreas Steno Larsen 3 @AndreasSteno - Tm ¥] -
Is the trade inflation market or @truflation right here?

One of the bigger trend discrepancies | have seen in a long while. The
market is totally unprepared if inflation drops back in January/February.

Truflation vs Inflation markets
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?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?
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Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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