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Markets traded slightly higher last week while indicators like the S&P 5001 posted a modest gain, led by technology and 

growth stocks, while defensive sectors like health care and consumer staples lagged. Small-cap stocks continued to 

outperform large caps, extending their recent strength. International markets were mixed as the U.S. dollar held steady, 

with emerging markets outperforming both developed markets and the S&P 500. In the bond market, yields on longer-

term Treasuries rose after the Fed resumed its rate-cutting cycle. Longer-maturity bonds underperformed short- and 

intermediate-maturity bonds. In the corporate bond market, high-yield outperformed investment-grade. Commodities 

were mixed: oil prices rose, while gold ended the week unchanged. 

Five Main Points 

1. Fed Resumes Rate-Cutting Cycle, But Signals a Measured Path Ahead 

The Federal Reserve cut rates by 0.25%, describing it as a “risk management” move to support the economy and 

counter a slowing job market. The Fed’s updated forecast suggests more cuts could come this year, but it 

expects the pace of cuts to slow next year. Why it matters: The Fed resumed its rate-cutting cycle after a 9-

month pause, but it’s proceeding cautiously as it balances inflation concerns against a cooling job market. We 

will be watching carefully to the inflation indicators over the next several months to measure their reaction. 

 

2. After a Strong Decade, What’s Next for Stocks? 

Over the past decade, the S&P 500 returned nearly +12% annualized. Rising stock prices boosted investment 

portfolios, but with stocks trading at record highs, some longer-term market indicators are flashing caution. 

Valuations are high, household exposure to equities is at record levels, and the U.S. economy has experienced 

only a brief recession (i.e., COVID) in the past decade. Why it matters: This doesn’t necessarily mean the stock 

market is headed for a steep sell-off or recession. However, these conditions could make it harder for the stock 

market to deliver the kind of strong returns investors have become accustomed to over the past 10 years. 

 

3. Consumer Spending Rebounds After a Spring Slowdown 

Retail sales rose more than expected in August, marking the third straight monthly gain. Core retail sales, which 

exclude volatile items like food and gas, also posted solid growth, signaling a broad-based recovery in consumer 

spending. However, the spending strength was uneven: discretionary categories like furniture were weak, while 

online shopping and dining out remained strong. Why it matters: Consumer spending accounts for 

approximately two-thirds of U.S. economic activity. The past three months support a solid Q3 GDP outlook, but 

tariffs, sticky inflation, and a softening job market could test the consumer’s resilience. 

 

4. Manufacturing Activity Stabilizes After July’s Dip 

Industrial production rose slightly in August, supported by a rebound in auto manufacturing. While growth 

exceeded economists’ expectations, it was narrow, with areas like utilities and non-auto manufacturing showing 

limited growth. Compared to a year ago, total production is only slightly higher. Why it matters: The industrial 

sector appears to have stabilized, but it’s not growing fast enough to significantly boost economic growth. 

 



5. Housing Activity Slows Sharply in August 

New residential construction declined in August, with housing starts and building permits falling across single-

family and multifamily segments. The decline points to weak demand and tight credit conditions for borrowers 

and builders, despite mortgage rates falling in recent months. Why it matters: Housing activity is likely to 

continue weighing on economic growth. In addition, reduced construction today could limit future supply and 

keep upward pressure on housing costs. 

Important Disclosures 

1 The S&P 500 is a stock market index tracking the performance of 500 of the largest, publicly traded companies in the 

United States. 

The information and opinions provided herein are provided as general market commentary only and are subject to change 

at any time without notice. This commentary may contain forward-looking statements that are subject to various risks 

and uncertainties. None of the events or outcomes mentioned here may come to pass, and actual results may differ 

materially from those expressed or implied in these statements. No mention of a particular security, index, or other 

instrument in this report constitutes a recommendation to buy, sell, or hold that or any other security, nor does it 

constitute an opinion on the suitability of any security or index. The report is strictly an informational publication and has 

been prepared without regard to the particular investments and circumstances of the recipient. 

Past performance does not guarantee or indicate future results. Any index performance mentioned is for illustrative 

purposes only and does not reflect any management fees, transaction costs, or expenses. Indexes are unmanaged, and 

one cannot invest directly in an index. Index performance does not represent the actual performance that would be 

achieved by investing in a fund. 

 
There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio. 

Diversification does not protect against market risk. The opinions voiced in this material are for general information only 

and are not intended to provide specific advice or recommendations for any individual. Investing includes risks, including 

fluctuating prices and loss of principal. No strategy ensures success or protects against loss. 

 


