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Fed Funds Rate and S&P Trailing 12-Months ESP Growth

• Retail Sales (Aug.): 0.1% Headline / 0.3% 
Control. Upward revisions to July signals that 
consumer spending was stable during in the 
late summer.

• Housing Starts & Permits (Aug.): 9.6% Starts / 
4.9% Permits (MoM). Better than expected

• FOMC Rate Decision & Forecasts: 0.50% 
reduction in Fed Funds target rate. Updated 
forecast (dot-plot) suggests another 0.50% 
reduction before year-end and another 1.0% 
reduction over the course of 2025.

This Past Week

Periods in which the Federal Reserve lowers interest rates 
have typically been positive for equities. Moreover, defensive 
stocks, such as those found in the consumer-staples sector, 
have tended to outperform cyclical stocks during early phases 
of rate-cut cycles—cycles that have often begun as corporate 
earnings growth decelerate. However, the circumstances 
surrounding each rate-cut cycle are different, and this cycle is 
no exception. 

First, corporate earnings have been on a positive trend this 
year as they recover from last year’s earnings recession. 
Analyst estimates point to earnings growth continuing. 
Second, the equity market seems to have already priced in a 
positive economic effect of rate cuts, evidenced by the 
market’s rotation from growth to value stocks and in cyclical 
stocks posting strong returns year-to-date. Equity market 
participants remain bullish, with the S&P 500 Index trading at 
24x forward earnings, well ahead of the long-term average of 
17x. 

With equity market valuations leaving scant room for error—
and with September economic reports arriving next week—
this embedded optimism will be soon be put to the test.

Another Atypical Rate-Cut Cycle
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  2 5 ,  2 0 2 4

• S&P Flash PMIs (Sept.): 9/23
• S&P CL CS Hom Price Index (Jul.): 9/24
• Conf. Board Consumer Confidence (Aug.): 

9/24
• GDP 2Q – Third Estimate: 9/26 
• PCE & PCE Price Index (Aug.): 9/27

Year-to-Date
T H I S  W E E K

Source: Bloomberg, Bank of America Merrill Lynch, through August 31, 2024.

L A S T  W E E K  I N  R E V I E W S & P  S E C T O R  R E T U R N S

C H A R T  O F  T H E  W E E K

!"#$%$F' (F)F* +,-FF. I01 201 +,2F34 562F34,7889 :0;,K=!
:0;,K=!
L?@2,AFBC

:0;,K=M
:0;,K=M,
L?@2,AFBC

1$)9,2*B

!"#ABCC BDEF EGBH BGCI -EGE- H.GHC ECG.- -.GC EIGLAAAAAAAA HGC EGD EGH
MNOOP44AECCCAARSTUVW HDBB -GEI -G.F -HGDC .CGL. ECG-H H-GC EFGLAAAAAAAA BGB -GC CGI
MNOOP44AECCCAAXY4NP ELBD EGCC LGIC EBGLC -BGIC DGF. ELGL E.GFAAAAAAAA EGF EG. -GC
=>!?A@ABWACAaAEPcEAdAP4EeA .BC EGEI LG-B EIGDH -BGDI ECGEL E.G- E.G-AAAAAAAA EGI EGI HGF
!"#A!fY44AYcEAgAEAhYi ED.HF -GCL DGIB EEGFD -IGID BGI. ELGL EFGCAAAAAAAA EGH EG- EGI
g!hMA?N=? -.-F CGIC BG.- EEGBE -EG.L .GIH E.GF E.GDAAAAAAAA EGB EGE HGC
g!hMA?g EEEE -G-F HG-C EEGCF ELGB. lEGHE EHGH E-GIAAAAAAAA EG. EGH -GI
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mG!GANBBSPBYVP .GEL lCGBD BG.C .GIB ECGDE lEG.B Cnd ECCGBD ECCGLF ECEGHH FHGHH
mG!GAMcVGARTaohSPEAV HGLD lCGEF .G-L .GDF FGHE CGED pAiPSAT EGE- EGEE EGEC EGED
mG!GAhTSiTSYVPO .GIL lCGHH IGC. BGBH EHGEB lEGHL pAiPSAr EGH. EGH- EG-D EGHD
@ABWAdAP4E IGFF CGBH BGE- DGLH EBGCD -GFH sAiPSAp E.HGBH E.-G.E E.EGC. EECGDH
gNcAtAiY4OAuElECv -GLL CGEC -GBI EGDI IG-B CGHL
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-lwSA>SPYONSw HGBF HGIE .GDI .G-B BGEH CG-D xA4Auy>Mv DEG.E IFGFI DCGIB BDGD.
EClwSA>SPYONSw HGDB HGIB .G.C HGLL .GB. EG.B RYOT4AcP HG-E HG-- HGE- HGEF
HClwSA>SPYONSw .GCF HGFI .GBI .GCH .GIB EGFF ]YVNSY4ARYO -GIE -GH- -GBE BGE.
HlfTGA^M_xM .GFH BGCL BGBF BGBF BGID CGEH RT4E -I.F -BDC -CIH EDBC
IlfTGAhCASYVP .G.. .GIC BG.- BG-L BGDB CGE- hTiiPS FEDH F-HL L.I. FH..
#SAfPAMYVP LGCC LGBC LGBC LGBC LGBC HG-B yWPYV BLC BDI I-L D-.
HClwSA`AaPEAfTSVBYBP IGID IGBL DG-I IGFF DGDB HGC. __RAMcEPa -HFGBH -HEGHF --IG.H -EEGHI
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