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SUMMARY

The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, 
solicitation to sell, or recommendation to engage in any transaction or strategy. Past performance may not be indicative of 
future results. While the sources of information, including any forward-looking statements and estimates, included in this 
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management, Spire Wealth Management LLC, Spire 
Securities LLC and its affiliates do not guarantee its accuracy. 

•	 The macrocast™ score is unchanged from last month’s figure. Similarly, our  microcast™ 
signal maintains its aggressive allocation stance from August. While the macrocast™ 
score suggests the risk of a sustained, recessionary bear market remains elevated, 
the  microcast™ model’s positioning reflects a more optimistic picture of the market 
environment.

•	 In August, headline inflation—influenced by rising gas prices—accelerated to 3.7% 
year-over-year growth, up from 3.2% in the prior month. On the positive side, core 
inflation continued to slow, dropping to a rate of 4.3% year-over-year. While the trend 
in core inflation is encouraging, there is still work to be done in achieving the Federal 
Reserve’s 2% target, and another rate hike is still possible before year end. 

•	 While both macrocast™ and The Conference Board’s Leading Economic Index 
continue to advise caution, we have yet to see signs of credit stress in the bond market. 
Corporate bond spreads, which typically spike higher in economic downturns, have 
been declining since March.

•	 Despite the stock market’s usual late-summer slump, robust performance through 
August typically results in positive returns for the rest of year. This is especially common 
when equities pullback in August, as they have this year.
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Please see important disclosures at the end of this article

HEADLINE INFLATION JUMPS IN AUGUST, WHILE  
CORE INFLATION CONTINUES TO TREND LOWER

Headline inflation accelerated in August, largely driven by rising gas prices. The year-over-
year inflation rate reached 3.7%, an increase from 3.2% in the preceding month. Excluding 
volatile food and energy prices, the core inflation rate decreased to 4.3% from 4.7% in July. 
Overall, the trend in inflation is heading in the right direction, as depicted in this chart 
from the Wall Street Journal:
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A significant driver behind the decline in core inflation is the drop in the price of goods. 
Adobe’s Digital Price Index—a model that tracks online prices to gauge inflation in the 
digital economy—highlights this downward trend (chart from Bloomberg): 

While core inflation remains high, the downward trend is positive and further declines 
are expected in the months ahead. Shelter inflation, which operates with a lag, should 
continue to come down to reflect the slowdown in the cost of rent while slowing wage 
growth is also encouraging (Chart from Atlanta Fed, via DataTrek):
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CORPORATE BOND SPREADS REMAIN UNFAZED  
BY ECONOMIC UNCERTAINTIES

Even with current inflation rates trending below last year’s figures, there is still work to be 
done before inflation reaches the Federal Reserve’s 2% target. While the Fed is likely to 
keep rates unchanged after their meeting next week, the Oct. 31-Nov. 1 meeting might 
still bring about a rate hike. The next employment report and CPI print will hopefully 
provide members with more clarity.

While both macrocast™  and The Conference Board’s Leading Economic Index signal 
caution amid elevated recession risks, there are few signs of concern in the corporate 
bond market. 

Credit spreads, which compare the yield on a corporate bond to that of a risk-free 
Treasury, are a reliable indicator of stress in credit markets as they reflect risk sentiment 
and investor confidence in corporate earnings. Amid periods of rising economic 
uncertainty, bond spreads typically widen as investors sell riskier, corporate bonds in favor 
of risk-free Treasuries. A widening spread indicates higher perceived credit risk whereas 
tightening spreads reflect the opposite.

The following chart shows investment-grade credit spreads over the past decade (Chart 
from Federal Reserve Bank of St. Louis): 

While spreads rose in 2022, they remained below 2.4%—well off the levels reached during 
the onset of the pandemic and during the 2015-2016 global economic slowdown, which 
was driven by China’s faltering economy and the oil price crash. They were even lower 
than levels reached in 2018 when investors worried about the Fed overtightening. 
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HISTORICAL PRICE STUDIES POINT TO  
A POSITIVE YEAR-END MARKET OUTLOOK

The stock market has experienced a slight pullback since the beginning of August. It is not 
uncommon to see a dip during the late summer; historically, August and September have 
posted weaker equity returns than other months (Chart from All Star Charts): 

Seasonally, September stands out for its notably weak performance. Yet, there’s a silver 
lining. When the market has surged by at least 10% leading up to August, September 
typically sees positive monthly returns. Moreover, the gains for the remainder of the year 
have averaged over 5%, as illustrated by a chart from Bespoke:

Although we saw a brief spike earlier this year during the regional bank crisis, spreads 
have drifted lower since, despite economic indicators signaling an impending recession.

While credit spreads aren’t definitive predictors of the stock market, the current trend in 
this measure of credit risk is not reflecting the risk of an imminent recession. 
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Further, when August records a decline, as was the case last month, the subsequent returns 
tend to be even more promising. Historically, average gains have risen to 8% for the rest of 
the year, and perhaps more importantly, it has only registered negative returns once (Table 
from Nautilus): 

In summary, headline inflation showed a slight uptick last month, primarily due to rising 
gas prices, posing challenges to the Federal Reserve’s 2% inflation target. However, core 
inflation, which omits volatile food and energy costs, demonstrated a continuation of its 
promising downward trend. Despite economic caution flags raised by macrocast™  and 
other leading economic indicators, bond market sentiment remains optimistic, as evidenced 
by the behavior of corporate bond spreads. The stock market’s recent dip aligns with 
typical late-summer patterns, but strong performance leading up to August often precedes 
positive year-end returns, especially after an August decline.

We appreciate your time and interest in our latest insights.
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IMPORTANT DISCLOSURES
The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, 
solicitation to sell, or recommendation to engage in any transaction or strategy. Past performance may not be indicative of 
future results. While the sources of information, including any forward-looking statements and estimates, included in this 
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management (CRWM), Spire Wealth Management LLC, 
Spire Securities LLC and its affiliates do not guarantee its accuracy. 

The views and opinions expressed in this article are those of the authors as of the date of this publication, are subject to change 
without notice, and do not necessarily reflect the opinions of Spire Wealth Management LLC, Spire Securities LLC or its affiliates.

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness. 
macrocastTM and microcastTM are proprietary indexes used by Corbett Road Wealth Management to help assist in the 
investment decision-making process. Neither the information provided by macrocastTM or microcastTM nor any opinion 
expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice.  Individual 
investors should consult with a financial professional before engaging in any transaction or strategy. The phrase “the market” 
refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to equities, REITs, high yield 
bonds, and other high volatility securities.

Use of Indicators 
Corbett Road’s quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to 
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no 
guarantee that these models or any of the factors used by these models will result in favorable performance returns. 

Individual stocks are shown to illustrate market trends and are not included as securities owned by CRWM. Any names held by 
CRWM is coincidental. To be considered for investment by CRWM, a security must pass the Firm’s fundamental review process, 
meet certain internal guidelines, and fit within the parameters of the Firm’s quantitative models.

Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated 
company, Spire Securities, LLC, a Registered Broker/Dealer and member FINRA/SIPC. Registration does not imply any level of 
skill or training.  

Do you have questions or 
want to learn more about 
Roth IRA conversions 
or backdoor Roth IRA 
contributions? 

Contact your Corbett Road 
Wealth Manager to discuss 

the different aspects of each 
and whether or not they 
may be advantageous to 

your financial picture.
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