
Ropes Wealth Reviews Record Breaking Markets & Slipping Economic Statistics

Wall Street advanced into uncharted territory on Thursday, with the Dow Jones Industrial Average topping 40,000 
for the first time after a blowout earnings report from Walmart cast a positive light on the U.S. economy. The S&P 
500 and Nasdaq Composite also rose to record levels before paring their gains modestly on some profit-taking. 
Maybe the age-old adage “Sell in May and go away” will be off the mark this year as investors want to be fully 
invested in what are normally lackluster summer months. Will it be November we have to look out for instead? 
Gulp.

Stocks are climbing as the economic data this week showed inflation receding to more normal levels and key 
economic statistics slowing but still on track. The highlight was Wednesday’s Consumer Price Index (CPI) report, 
which bolstered hopes that inflation may be resuming a downward path following a resurgence during the first 
quarter. Overall CPI rose 0.3% in April from March, while the core rate, which excludes food and energy, also rose 
0.3%, The closely followed core CPI rose 3.6% from April 2023, its smallest annual advance in three years though 
still admittedly above the Fed's 2% long-term inflation target.

Consumer prices were more benign than producer prices, as April’s Producer Price Index (PPI) jumped 0.5% from 
March for both the overall rate and the core rate, which excludes food and energy prices. Producer prices are 
growing at a 2.2% rate since last year, with most of the pressure coming from increased services costs, a contrast 
to the pattern seen post-pandemic when almost all of the inflation pressure stemmed from the cost of goods.

Higher prices are taking some pep out of the consumer’s step, evidenced by April’s weaker-than-expected retail 
sales report that showed no growth in sales from March and a decrease in sales when excluding the more volatile 
automobile category. Housing starts and building permits also missed analysts' expectations, growing at a 
seasonally adjusted annual rate of 1.36 million and 1.44 million, respectively. Higher interest rates were cited as 
the culprit, delaying projects, and keeping inventory at record lows. Last but not least, the Philadelphia Fed Index, 
a measure of manufacturing health in that region, fell to 4.5 in May from 15.5 in April, perhaps in a foreboding sign 
of the slowing to come.

While all of these updates point to a downshift in economic activity and an easing in inflation, it will probably take 
three months of softer inflation readings and weakness in the labor market for the Fed to gain enough confidence 
to cut rates. Even so, traders are now betting those cuts will begin in September, just in time for the election. 
Notably, legendary investor Ray Dalio was quoted this week in the Financial Times saying that he sees about a 
35% to 40% chance that the U.S could end up in a civil war given the worsening divisions in the U.S.: “We are now 
on the brink.” He also said if Taylor Swift ran for president, he would consider supporting her, given the way she 
brings people together of all sorts. At this point, why not?

All in all, it was a good week for the stock market, though slightly less so for the economy as data releases showed 
some dents in the resilience story. Perhaps those dents are ones that are shallow enough to be plugged by a 
quick rate cut. Time will tell, but it is notable that after a few years of hand wringing over recessions and bear 
markets, stocks are once again back to new highs. It just goes to show that investors who are patient and ignore 
the noise are rewarded, just as they have been throughout history.

delete

lve months.
• There have been 85 rolling 10-year periods since 1926. The S&P 500 produced gains in 81 of them and 
losses in four—meaning the market increased in 95% of the 10-year time frames.

• Stocks produced positive returns in every rolling 15-calendar year period since 1926. 

• During the 65 rolling 30-year periods since 1926, the stock market’s worst performance was an 
annualized return of 8.5%.

These historical returns illustrate how stocks have shown resilience and growth potential over the long term. We 
continue to believe in that potential and urge you to do the same. Please feel free to connect with a member of 
your team by clicking here.

________________________________________

THE CARES ACT OFFERS TAX PLANNING OPPORTUNITIES FOR 2020

The Coronavirus Aid, Relief and Economic Security (CARES) Act, the $2 trillion stimulus bill, was signed into law 
by President Trump on March 27, 2020. The Act provides financial assistance to individuals and small 
businesses suffering economic damage from the effects of COVID-19. Included in the Act are several provisions 
offering income tax relief to individuals. Please click here to read more. 

The IRS will allow individuals to defer filing 2019 federal income tax returns and paying federal income tax bills 
that would normally be due on April 15 until July 15 without interest or penalties. This includes outstanding 2019 
tax payments and any 2020 estimated quarterly tax payments due by April 15. This deferral also applies to 
trusts, estates, partnerships, and corporations.

The deadline for contributions to individual retirement accounts (IRAs) has also changed: you have until July 15 
to make contributions for 2019.

It is important to note that state and municipal taxes are not affected by this IRS announcement. While some 
locations (including New York and California) are allowing deferred filings and payments to some extent, you will 
want to check with your state or local government or your tax advisor.

For those who work with Ropes & Gray’s tax service department, please stay tuned for more guidance about 
how they are handling the adjusted federal filing deadlines.

________________________________________

A PLANNING OPPORTUNITY WITH ROTH CONVERSIONS

As difficult as it is to watch, the recent decline in the stock market may present an opportunity for long-term 
investors to take advantage of the option to convert a traditional IRA or qualified retirement plan to a Roth 
equivalent. Retirees who have yet to take required minimum distributions from their retirement plans, are 
currently in a low tax bracket, and have liquid assets available to pay the tax due on a Roth conversion may find 
the opportunity particularly attractive.

Click here to learn more.



The information set forth in this communication is presented by Ropes Wealth Advisors, a division of RWA Wealth Partners, LLC. The contents 
are for informational and educational purposes only and are not intended as investment, legal or tax advice. Please consult with your investment, 
legal or tax advisor concerning any specific questions you may have. Ropes Wealth Advisors cautions the reader that past results are not 
indicative of future performance. The historical return of markets generally and of individual assets classes or individual securities may not be an 
accurate predictor of future returns of those makers, asset classes or individual securities. Ropes Wealth Advisors does not guarantee the 
accuracy and completeness of any sourced data in this communication.

Ropes Wealth Advisors
800 Boylston Street Boston, MA 02199-3600 

Thank you for your interest in our investment commentary and for your relationship with us. If you would like to 
speak personally with a member of our team at any time, please click here.
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