
 It is growing more probable that the Federal Reserve is about to em-
bark on a rate cut cycle. After raising interest rates to what appears to be a re-
strictive level for the economy, slowing growth and disinflation—especially in 
the goods side of the economy have been the result. One part of the Federal 
Reserve’s dual mandate is stable prices and the Personal Consumption Ex-
penditures Price Index has been trending lower to a rate of 2.5% year-over-
year for the month of June, closer to their 2% target. The other side of the 
mandate is maximum employment. However, for the month of July, the unem-
ployment rate came in at 4.3% which has been rising since July 31, 2023. This 
triggered the Sahm Rule, which is a statistical observation that states that 
when the three-month average U.S. unemployment rate has risen by 0.50% or 
more from its 12-month low, a recession is underway. Thus, many believe the 
Fed will begin to cut rates in their next meeting in September. 

 

 However, recently for the month of July, The Institute for Supply 
Management (ISM) Services PMI (Purchasing Managers’ Index) registered 
51.4%, which indicates expansion in the services part of the economy. Retail 
sales for the month of July also beat expectations recently. This was important 
in that the stronger print demonstrated that June’s weakness in this same data 
set did not necessarily portend an imminent consumer driven downturn. While 
these are some of the recent indicators showing signs of a softer landing in the 
economy that refute the “imminent recession” crowd, it really does remain to 
be seen whether they are signs of an inflection towards a better growth trend 
or a final burst of resilience before further deterioration in income and con-
sumptive power.    

 

 Let’s look back at some of the historical rate cut cycles and how the 
S&P 500 has fared. One cycle was the period from January 3, 2001 to June 24, 
2003. Total S&P 500 return was -24.19%. Another cycle occurred from Sep-
tember 18, 2007 to December 15, 2008. Total S&P 500 return was -41.18%. 
Finally, the most recent cycle was from July 30, 2019 to March 14, 2020, in 
which the total S&P 500 return was -8.86%. Historically, it appears that it is 
not until the last cut before the equity market starts to turn around. Usually, 
the reason behind the Federal Reserve cutting rates is the clear observation in 
data that the economy is hitting a wall and beginning a contractionary phase. 
Many people have been speaking to the idea of a soft landing where the Feder-
al Reserve is able to tighten monetary policy enough without causing a reces-
sion. There has only been one soft landing in recent decades and that was in 
1994. Additionally, since 1970, the Sahm Rule has never failed. Will this time 
be different or will we experience the only other soft landing in history? 
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Please remember that past performance is no guarantee of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance 
of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc. [“VASI]), or 
any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable 
for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized invest-
ment advice from VASI. No amount of prior experience or success should not be construed that a certain level of results or satisfaction if VASI is engaged, or continues to be engaged, to provide 
investment advisory services. VASI is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or accounting advice. A 
copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com.  Please Remember: If you 
are a VASI client, please contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our 
previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services.  Unless, and until, you notify us, in 
writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least quarterly) from 
the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and general-
ly do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of 
decreasing historical performance results.  It should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) perfor-
mance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; *Please Note: Ranking Limitations. Neither rankings 
nor recognitions by unaffiliated rating services, publications, media, or other organizations,  nor the achievement of any professional designation, certification, degree, or license, membership in 
any professional organization, or any amount of prior experience or success, should be construed by a client or prospective client as a guarantee that the client will experience a certain level of 
results if the investment professional or the  investment professional’s firm is engaged, or continues to be engaged, to provide investment advisory services. A fee was not paid by either the 
investment professional or the investment professional’s firm to receive the ranking. The ranking is based upon specific criteria and methodology (see ranking criteria/methodology). No ranking 
or recognition should be construed as an endorsement by any past or current client of the investment professional or the  investment professional’s firm.  ANY QUESTIONS: VASI’s Chief 
Compliance Officer remains available to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking. 
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