CHART OF THE MONTH

SEPTEMBER 2024

S&P 500 Down >1.5%, But Closes Up >1% On The Day
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The S&P 500 declined more than 1.5% Wednesday morning but closed 1% higher on the day,
marking the first reversal of that magnitude since the end of the bear market in October 2022. As
shown in the chart above, the average return exceeded 9% and 12% over the subsequent 6 and 12
months in the 22 previous cases like this since 1970.

The turnaround was aided by positive comments mid-morning from Nvidia CEO Jensen Huang, who
spoke glowingly about the demand for the company’s new Blackwell chips and claimed “we are at
the beginning of a new industrial revolution” at a Goldman Sachs conference. The stock rose 8.3%
on Wednesday and is up 15% for the week through Thursday, leading the Nasdaq to a better than
5% rebound, wiping out the 5% decline for the tech-heavy index in early September.

Meanwhile, investors are looking forward to the much-anticipated Federal Reserve meeting next
week where the Fed is expected to cut the federal funds rate (FFR) for the first time since March
2020 after raising the FFR 11 times to 5.25% from March 2022 to July 2023, the highest level in 23
years. In a speech at the annual Jackson Hole Economic Symposium last month, Fed Chair Jerome
Powell said, “the time has come for policy to adjust,” adding “the direction of travel is clear,” all but
assuring at least a 0.25% initial reduction in the FFR with the potential of similar cuts in the
meetings ahead (including November and December this year).

We expect that the benchmark rate will normalize to a more neutral range of 3%-4% by the end of
2025. A less restrictive monetary policy should help the economy and, by extension, the labor
market while keeping the inflation rate on a path toward the Fed’s target of 2%. If successful, the
Fed will have achieved its goal of a “soft landing.”

If the past is prologue, the market may run into some difficulty over the next several weeks.
September has historically been the worst month of the year and October has served up its
challenges from time to time. The S&P 500 in 2024 has tracked closely to its price movements in
2023 (see chart below) while generating virtually identical results (17.6% and 17.7%) year-to-date.
Last year, the index fell about 8% from this point through October 27 and then climbed over 15% the
rest of the year for a net gain of nearly 7%.

Past performance, of course, is no guarantee of future results but the similarities between the two
years has been striking, albeit with different economic and political landscapes in the months ahead.

S&P 500 ETF (SPY) YTD % Change: 2023 vs. 2024 (so far)
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