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2-Year Treasury Yield – Effective Federal Funds Rate

• Consumer Price Index (Aug.): 0.2%HL / 0.3%C 
(MoM), 2.5%HL / 3.2%C (YoY). Slight 
acceleration in core inflation from July unlikely 
to deter Fed from cutting rates.

• Producer Price Index (Aug.): 0.2%HL / 0.3%C 
(MoM), 1.7%HL / 2.4%C (YoY). In line with 
expectations, suggesting lower August PCE 
inflation than August CPI inflation.

• U. of Mich. Sentiment (Sept.): 69 – slight 
improvement from July. 

This Past Week

This week the Federal Reserve will almost certainly join other 
major central banks in easing monetary policy. It has been a 
long time coming. The Federal Funds target rate reached its 
peak of 5.25% - 5.50% last July. Having indicated last month 
that “the time has come for policy to adjust,” Fed Chair 
Jerome Powell has prepared markets for the initial decent.

As any seasoned mountaineer would tell you, a journey’s most 
perilous point occurs when coming down. For monetary policy 
and for investors, the risk begins with the size of the first step. 
Will the Federal Reserve cut its target rate by a customary 
0.25% or make a larger cut of 0.50%? Economic data could 
support both decisions.

We do not know how large this week’s reduction in interest 
rates will be. What we know, however, is that markets have 
rallied over the last week in anticipation that this first step will 
be one of many. The 2-Year Treasury yield captures this 
anticipation succinctly; the spread between that rate and the 
Federal Funds effective rate is at its lowest level in over 15 
years, a spread that reflects expectations that short-term 
interest rates will move sharply lower over the next two years. 
Last week’s rally in U.S. stocks reflects similar expectations—
both in the path of interest rates and careful execution of their 
initial descent. 

The Descent Is the Hardest Part
W E E K L Y  M A R K E T  U P D A T E :  S e p t e m b e r  1 8 ,  2 0 2 4

• Retail Sales (Aug.): 9/17

• Industrial Production (Aug.): 9/17

• Housing Starts & Permits (Aug.): 9/18

• FOMC Rate Decision & Forecasts: 9/18 

• Leading Economic Indicators (Aug.): 9/13

Year-to-DateT H I S  W E E K

Source: Bloomberg, through September 16, 2024.
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