August 7, 2024

Special points of
interest:

e July’s markets saw a
massive sector rotation
out of tech stocks and
into value and small
cap market areas.

o Treasury yields fell as
hiring came in slower
than expected and the
unemployment rate
rose again.

¢ Investors are worried
that the Fed is behind
the curve in cutting
rates.

o Will lower rates come
soon (and big) enough
to help the economy
this year?
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The Markets in July 2024

Apart from the weather
(including Hurricane Beryl in my
area), that persistent whooshing
sound you may have heard in
July’s markets was a massive sec-
tor rotation process happening
among global investors. The an-
ticipation of impending rate cuts
is driving a shift from prior mar-
ket champions to value and small
cap areas of the markets previ-
ously ignored, and nowhere is
this more clear than in the mar-
ket indices themselves. For the
month of July, the Russell 2000

index of generally smaller compa-

nies rocketed higher by over 10%.

The larger cap yet relatively value-

A Look Ahead

The market continues to seesaw
between the mirror emotions of
Fear and Greed, and as of early
August, Fear is in the ascendancy

(as can be seen here). Investors
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are now worried that the Federal

Reserve, which kept their rate
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Average rose 4.4% while the
broader S&P500 index added a
more muted 1.1%. Meanwhile,
the tech-heavy Nasdaq index fell
0.8%. Commodities also traded
mixed. Crude oil on the NY Mer-
cantile Exchange dropped 4.5%
in the month while the price of
gold rose by 4.2%. Meanwhile,
the yield on the 10-year Treasury
Note fell from 4.343% at the end

target intact in late July, is behind
the curve in cutting rates—even if
they start in September, as seems
fairly certain now. Further, July’s
labor market report raises the
prospect that softening labor
markets will accelerate into the
recession that many have been
expecting. The balance between
soft landing and recession de-
pends on when and how many

rate cuts we get over the next few

of June to 4.109% by the end of
July. Part of the driving force for
lower Treasury yields and rate cut
hopes alike can be seen here. The
Labor Department recently re-
ported that hiring slowed to 114k
jobs last month while the unem-
ployment rate increased unexpect-
edly to 4.3%. Cue the resurgent

renewal of recession fears!
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Stock and bond markets recently
shifted from exuberant FOMO on
tech stocks to Panic and increas-
ing recession worries.

months. For instance, it’s possible
that lower rates will help unlock
parts of the economy that have
been frozen recently. Now that
yields on 10-year Treasuries have
fallen below 4%, mortgage rates
are also dropping. By August 2,
Freddie Mac reported that the
average fixed rate on a new 30-
year mortgage was down to
6.73%, the lowest since February.

Anyone want to buy a house?
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Disclaimers:

This publication has been prepared by Marco Rimassa, CFP®, CRPC®, CFA. The author certifies that
the views expressed in this publication reflect the author’s current personal views about the investments
or market/economic conditions described in this report. The author also certifies that there has not been,
is not, and will not be direct or indirect compensation from any of the sources or investments described in
this publication for expressing the specific recommendation(s) and view(s) in this publication.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to
herein. Any recommendation contained in this report may not be suitable for all investors. Although the
information contained herein has been obtained from recognized services, issuer reports or
communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates, or projections expressed herein may assume economic,
industry, and political conditions and/or current conditions at the time of issuance, which are subject to
change. Any quoted price or value is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it
will not form a primary basis for any investment decision. Investors must make their own determination
of the appropriateness of an investment in any securities referred to herein based on the legal, tax, and
accounting considerations applicable to such investors and their investing strategy. By virtue of this
publication, neither the author nor any owners, employees, or affiliated personnel shall be responsible for
any investment decisions based upon any of the information included herein.



