
     At September’s Federal Open Market Committee (FOMC) meeting, monetary 
authorities delivered a 50 basis point reduction to the current short-term policy 
rate of 5.5%.  The market was largely expecting this outcome with odds leaning 
in the direction of a 50 basis point cut as opposed to a 25 basis point reduction, 
though there was a tad more uncertainty around this to make it a runoff.  Initially, 
market reaction implied a dovish bias to the policy action and cyclical stocks ral-
lied fairly strongly, but this move tempered somewhat by the conclusion of the 
press conference and the question and answer session.  After the dust settled, the 
market reaction the following day was clearly in favor of risk assets. Cyclical sec-
tors were seen to outperform more defensive ones and short rates trended down, 
while longer duration interest rates moved higher in a steepening of the curve.     

     In the press conference, Federal Reserve Chair, Jerome Powell, seemed to 
push back against an overly dovish interpretation, communicating strongly that 
this upfront larger rate cut does not signal the start of a rapid rate cut sequence 
and that the committee will continue to watch the evolving data as it unfolds in 
order to determine future policy steps.  There was even a rare committee member 
dissent around this policy outcome, underscoring the varying views of the current 
labor and inflation backdrop.     

     The Fed Chair’s message seems to have been one of policy interest rate recali-
bration, normalization of the Fed balance sheet by continuing the roll-off and size 
reduction, and communication that a soft landing in the economy is possible. In 
response to his first question, Powell articulated that the nonfarm payroll numbers 
that we have been getting are artificially high.  This combined with the recent ob-
served increase in the unemployment rate may have convinced the committee that 
it was indeed appropriate to begin moving monetary restriction.  Additionally, 
since progress has been made on the inflation front, the message is that risks are 
now more balanced between inflation and further undesired weakness in the labor 
market.  

     Looking at the policy rate alongside the longer term 10YR US Treasury yield 
(see graph), it is clear that the bond market has already seen rates declining at the 
long end of the curve, driven most probably by the disinflation and slower growth 
trend. One key unknown is how hard or soft the economy ultimately lands.  Bulls 
are likely to feel that the income and investment levels will remain resilient and 
elevated enough to avert a recession. Additionally, housing affordability and pric-
ing may actually improve as more supply is brought onto the market via a struc-
turally lower mortgage rate.  The policy rate as seen in the 1990’s has been recali-
brated lower without the economy immediately entering recession and this time 
could be more of an analogue of that. 

     Bears, on the other hand, are still cautiously pointing out that the stock market 
is at an all-time high at the beginning of this rate-cycle lower.  If continued asset 
inflation spurs a wealth effect and increases demand, then higher inflation rates 
may reappear, stifling the Fed’s maneuver. There is also a view that the restrictive 
policy is actually already beginning to present headwinds into the economy and 
the weakening labor condition will build in momentum over the next year as reve-
nues and corporate margins begin to be pressured to the point that profit expecta-
tions are threatened.  In other words, an old fashioned recession will ensue.   
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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. 

Bull and Bear Bulletin ● September  2024 ● Page 2 

     Near-term market action has been supportive of the Bull case, however, the need to monitor conditions as they 
evolve into the remainder of this year and into the next is as important as ever given the policy inflection.  Market 
participants will keep a keen eye on the labor dynamic and credit market conditions in order to gain an understand-
ing of market and economic circumstances as this further unfolds.   
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