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welcome to our new weekly blog series, “Navigating Earnings Season.” In this series, I
will dive into the world of earnings reports from major companies, spanning giants 1like
JP Morgan and Pepsi, as well as niche players in various sectors. As the earnings season
unfolds, these corporate outlooks offer real-world insights that often contrast sharply
with the uncertainty emanating from the Federal Open Market Committee (FOMC).

This 1is 1in sharp contrast to the “maybe, possibly, and certainly uncertain” outlook from
the FOMC. One of the few consistent messages from Powell & Co has been the need for more
certainly about the inflation outlook. But-according to the FOMC’s Summary of Economic
Projections—that has not been the case in 2024. The opposite has happened. Uncertainty
has increased in its outlook for personal consumption expenditures (PCE), 1its preferred
inflation measure.

These outlooks are set to collide in the coming weeks. To level set between the noise
and the signal, it is useful to have a rough guide to the potentially competing outlooks
for inflation and pricing.

FOMC participants’ assessments of uncertainty and risks around their economic projections
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Source: FOMC Summary of Economic Projections, June 2024.

Has the FOMC gained confidence that PCE is moving sustainably to the 2% target? Maybe.
Given the first half of 2024 saw a deterioration in confidence, it would be quite the
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pivot for the FOMC to suddenly find the incoming data sufficient to justify altering its
stance.

W Q3 FY24 Meals & Beverages Results
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Source: Campbell’s Investor Relations (for fiscal Q3, ending 4/28/24).

Are companies seeing pricing power wane? Tentative yes. When it comes to the grocery
aisle, the pricing power of ’21 through mid-’23 appears to have run its course and may
even be reversing at the margin. Campbell’s releases its earnings relatively Tlate in the
cycle, and it may be a harbinger of more consumer staples companies showing pricing
power has stalled.

Unfortunately for the FOMC, this emerging trend of staples stalling or losing their
pricing power does not matter. Their preferred “core” measure eliminates food and energy
from the calculation. And there are other stickier parts of the inflation calculation
that are worth taking note of as well.
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Source: Allstate Investor Presentation.

Are those stickier portions of inflation set to move Tlower? Not this quarter. Take the
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insurance industry as a prime example. Auto insurance is one of the stickier parts of
the inflation picture. Yes, the rate implementations (pricing) are set to slow. But it
is not going to slow to a level that alleviates the existing inflation pressures.

There will be many other narratives to emerge from earnings season. Not all industries
or sectors are going to see the economy in the same Tight. And that is part of the
reason why the outlooks matter. Cruise lines and airlines may have differing views on
pricing power and the consumer. That 1is okay, and it 1is valuable, dincremental
information for markets to digest.

It is difficult not to get caught up in the noise of the outlooks. There is a Tot of it.
But the actionable signals underneath is worth the effort it takes.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

Related Blogs

+ The Costco Economy

+ The Prices Don’t Feel Right: Unraveling the Inflation Perception
+ The Dollar Remains King

For more investing insights, check out our Economic & Market outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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