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JOB GROWTH REMAINS STRONG

The Bureau of Labor Statistics (BLS) reported that the U.S.
economy generated 216,000 new jobs in December, above
the consensus of 170,000. November’s result was revised
lower to 173,000 from 199,000, and job gains in October
and November were revised lower by 71,000. December’s
increase took the three-month average to 165,000, below the
2023-month average of 225,000. The unemployment rate
was unchanged at 3.7%. These statistics generally support
our view that the job market is cooling and that there is less
than a 50% chance of a recession in 2024. The Fed may not
need to cut rates as aggressively as some investors expect,
but the economy appears to be on solid ground. This report
should not change the Fed’s plans to hold the funds rate at
5.25%-5.5% when it meets at the end of January. Average
hourly earnings increased 15 cents month-to-month and
are now 4.1% higher year-over-year. The average work-
week ticked down to 34.3 hours in December. Job gains
occurred in government, healthcare, social assistance, and
construction. Employment in transportation and warehous-
ing declined. According to a separate report, there were 1.4
job openings in November for each person unemployed,
down from 1.8 a year earlier. Before the report, there was
a 93% probability that the Fed will stand pat when it next
meets. That was little change after the release. The chance
of a 25-basis-point rate cut when the Fed meets in March
declined to 54% from 60%.
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ECONOMIC HIGHLIGHTS (coninue)

GDP POISED TO GROW IN 2024 AND 2025

Our analysis of recent data leads us to conclude that key
parts of U.S. GDP are still expanding (led by consumer
spending), despite the impact of inflation, tight monetary
policy, and geopolitics. But growth is not consistent across
the economy and, in many cases, growth rates are slowing
or choppy. We anticipate that the 4.9% GDP growth in the
third quarter will prove to be the high water mark. Our full-
year estimate for 2023 is for 2.8% growth, with 2% growth
in 4Q. In 2024, we expect GDP to grow 1.7%. We are fore-
casting sequential improvement through the year, with 0.7%
growth in 1Q ramping to 2.5% growth in 4Q. This assumes
inflation continues to fall and the Fed has completed its rate-
hike campaign. While 2025 will be the first year of a new
presidential term, and the conviviality of the executive and
legislative branches is difficult to assess, our initial forecast
is for GDP to grow 2.0%. We expect the Fed to be close to
meeting its dual mandate, with inflation near its 2% goal and
unemployment at approximately 4.1%. We expect the funds
rate to decline towards what we believe to be a long-term
neutral range of 2.5%-3.0%.

INFLATION STABLE

The Bureau of Labor Statistics reported a 3.4% increase in
overall inflation year-over-year through December, compared
to a 3.1% rate through October and a 9.1% rate back in June
2022. The core rate declined 10 basis points versus the prior
month, to 3.9%. Month-over-month, the all-items CPI ticked
higher by 20 basis points, and core CPI was steady. Segments
of the economy with stable/easing prices year-over-year
included Energy, Used Cars & Trucks and Medical Care
Services. New Vehicles and Apparel prices both increased
at an annual rate of 1.0%. Inflation continue to be propped
up by Transportation Services and Shelter. Tobacco product
prices up 7.8% year-over-year. We continue to think the
June 2022 CPI rate was the peak for the index this cycle, as
the housing market cools off, supplies of new vehicles are
replenished, and the price of oil stays below $90 per barrel.
The Federal Reserve has lifted the fed fund rate from 0.0%
to above 5.25% over the past 18 months, and the rate hikes
appear to be reducing inflationary pressures. But will the
rapid rate of increases tip the economy into a recession as
inflation continues to head toward 2.0%? We look for the
U.S. central bank to be lowering rates in 2H24 as their con-
cern shifts more toward economic growth.
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FINANCIAL MARKET HIGHLIGHTS

STOCKS NOW THE UNDERVALUED ASSET CLASS

Our stock/bond asset-allocation model, which we call the
Stock-Bond Barometer, has reversed conclusions and indi-
cates that stocks are the asset class offering the most value at
the current market juncture. In large part, the change reflects
the substantial move lower in interest rates. Our model takes
into account levels and forecasts of short-term and long-term
government and corporate fixed-income yields, inflation,
stock prices, GDP, and corporate earnings, among other
factors. The output is expressed in standard deviations to the
mean, or sigma. The mean reading from the model, going
back to 1960, is a modest premium for stocks of 0.16 sigma,
with a standard deviation 0f 0.98. The current valuation level
is a0.12 sigma discount for stocks, which is below fair value
and down sharply from a 0.85 sigma premium at the end
of 3Q. Other measures also show reasonable multiples for
stocks. The current forward P/E for the S&P 500 is about
18, within the normal range of 10-21 and down from 23 at
the end 0f 2021. The S&P 500 dividend yield of 1.5%, while
below the historical average of 2.9%, is up from an ultralow
1.2% (also in 2021). We expect the results from our model
to continue to improve, as interest rates decline in 2024 and
EPS growth picks up. Based in part on the output from our
model, ourrecommended asset-allocation model for moderate
accounts is 70% growth assets, including 68% equities and
2% alternatives; and 30% fixed-income, with a focus on core
and opportunistic segments of the bond market. On duration,
we recommend focusing on the short end of the curve.

HIGH-SINGLE-DIGIT EPS GROWTH FOR 4Q23

Consensus estimates for 4Q23 earnings growth range from
low-single-digits to mid-single-digits. This follows 7.5%
growth in 3Q EPS, according to Refinitiv. Energy could
once again be a wild card this quarter. For 2023, our full-
year earnings estimate is $226, implying low-single-digit
growth from 2022 levels. Following low-single-digit EPS
declines for 1Q23 and 2Q23 EPS, along with the rebound in
3Q, we look for another quarter of EPS growth in4Q and ata
high-single-digitrate againsta weak year-earlier comparison.
Remember, last quarter, just over four-fifths of companies
exceeded consensus expectations; and the average beat was
above 7%. Over the preceding decade, about 75% of S&P
500 companies exceeded expectations; and those companies,
on average, topped consensus by about 6%.
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ECONOMIC TRADING CHARTS & CALENDAR
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ECONOMIC TRADING CHARTS & CALENDAR (conTINUED)

Previous Week's Releases
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Old North State Trust, LLC (ONST) periodically produces publications as a service to clients and friends. The information contained in these publications
is intended to provide general information about issues related to trust, investment and estate related topics. Readers should be aware that the facts may vary
depending upon individual circumstances. The information contained in these publications is intended solely for informational purposes and is not guaranteed
to be accurate, complete or timely. This report was prepared by Argus Research Co. (ARC), an independent investment research provider whose parent
company, Argus Investors’ Counsel, Inc. (AIC), is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary
of The Argus Research Group, Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a
registered broker dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any unauthorized
use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The opinions and information contained herein have been
obtained or derived from sources believed to be reliable, but Argus makes no representation as to their timeliness, accuracy or completeness or for their
fitness for any particular purpose. This report is not an offer to sell or a solicitation of an offer to buy any security. The information and material presented
in this report are for general information only and do not specifically address individual investment objectives, financial situations or the particular needs
of any specific person who may receive this report. Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue or may
have issued other reports that are inconsistent with or may reach different conclusions than those represented in this report, and all opinions are reflective
of judgments made on the original date of publication. Argus is under no obligation to ensure that other reports are brought to the attention of any recipient
of this report. Argus shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as customers
simply by virtue of their receipt of this material. Investments involve risk and an investor may incur either profits or losses. Past performance should not
be taken as an indication or guarantee of future performance.




