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Similar to the recent mixed messages from various key economic data sets, the financial markets displayed 
continued disparate signals in August, a dynamic likely driven by the looming shift in the Federal Reserve’s (Fed’s) 
money posture and asset allocators’ varying approaches to best positioning portfolios against this change. 
Global equities generally posted solid gains during the month, particularly in the international developed space, 
with smaller cap equities continuing to lag their larger counterparts. Performance across the bond markets 
appeared broadly positive, with notably strong gains witnessed in the longer-duration sectors amid a fourth 
consecutive monthly decline in Treasury interest rates as measured by the 10-year U.S. Treasury Note. Like global 
equities, real asset performance was mixed on the month, with interest rate-sensitive sectors such as real estate 
investment trusts (REITs) and global listed infrastructure posting strong monthly gains while commodity futures 
declined amid pervasive global economic growth concerns.
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On the labor side of the Fed’s dual mandate, labor market distortions from the pandemic era appear to have 
normalized, albeit somewhat abruptly. Through August, the headline unemployment rate stood at 4.2%, 80 bps 
above the cyclical low of 3.4% from January 2023 and 20 bps above the Fed’s year-end 2024 assumption as 
derived from the Federal Open Market Committee’s (FOMC’s) mid-June Summary of Economic Projections. 
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Economic Update
Financial Markets Brace for Federal Reserve Pivot to Less-Restrictive Policy Stance    

"Tollowing a year-plus pause in adjustments to the federal funds rate, the Fed finally seems to be on the cusp of 
altering its policy stance." – Mike O'Conner, CFA

Ultimately, the Fed elected to make a 50 bps cut in mid-September. Following a year-plus pause in adjustments 
to the federal funds rate, the Fed finally seems to be on the cusp of altering its policy stance, with a cut to the 
policy rate widely anticipated at the Fed’s September 17-18 meeting. Debate among market participants have 
recently centered around the appropriate size of easing, with Fed funds futures reflecting a minimum reduction of 
25 basis points (bps) and a 50 bp reduction also on the table. 

Throughout the Fed’s tightening campaign over the past two-plus years, Chairman Jerome Powell 
has consistently communicated the Fed’s commitment to restoring price stability without a material 
decline in aggregate demand, outlining the conditions that would have to be met for the Fed to reverse its 
hawkish posture. On the inflation side of the Fed’s dual mandate, there is no question the pace of inflation has 
cooled materially over the trailing quarters. The cyclical peak in the annual personal consumption expenditure 
(PCE) reading was 5.6% in early 2022 and has since eased to 2.6% through July. Moreover, this monthly 
inflationary data series has slowed to a 2.2% annualized pace over the trailing three months, essentially matching 
the Fed’s  2% bogey.
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The marked downshift in the labor market in 2024—including a substantial downward revision by the 
Bureau of Labor Statistics’ estimates of payroll gains over the trailing year, a sharp increase in the headline 
unemployment rate, and a gradual decline in the average workweek—remains a key driver behind the bond 
market’s aggressive discounting of easing across the policy rate over the coming quarters. As of September 6, for 
example, the Fed funds futures curve had discounted nearly five 25 bp reductions to the policy rate by the end of the 
year, with a similar level of easing expected in 2025.  

While current market conditions suggest the Fed may have successfully engineered the historically difficult 
task of tightening monetary policy to restore price stability without stoking a recession, the months ahead will 
be significant for establishing the confidence level of this assertion—particularly in the event that volatility 
significantly rises amid a changing of the guard in the White House or if inflation, which technically remains 
above the Fed’s 2% target, and fails to progress on its downward trajectory. 

In summary, similar to the continued mixed readings displayed by the U.S. economy, performance across the 
financial markets varied in August, albeit with gains across the majority of key asset classes and sectors. As 
market participants brace for a looming shift in the Fed’s current restrictive stance, the confluence of shifting 
global central bank postures and a U.S. presidential election is likely to produce important thematic shifts that 
will demand allocators’ attention.

Market Summary
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Global Equity

August was challenging for equity markets. 
On the third trading day of the month, 
the Cboe Volatility Index (VIX) recorded 
its largest intraday jump on record. The 
turbulent activity tapered off in the 
following weeks, however, and the month 
ended with modest gains. For the second 
straight month, value outperformed 
growth on the backdrop of weaker-than-
expected economic prints. European 
markets outperformed in August as the 
U.S. dollar (USD) weakened and Japan 
navigated a choppy start to the month.

Large-cap stocks regained their relative 
outperformance in the U.S. equity markets 
following a brief resurgence of small-
cap stocks in July. The U.S. equity market 
sold off as August began, triggered by 
unfavorable economic announcements 
and margin calls on carry traders that had 
borrowed Japanese yen. During periods 
of rising unemployment, it has historically 
been common that consumer discretionary 
stocks typically underperform the broader 
market and August was no exception as 
unemployment rose slightly in the U.S.

Japanese equities declined in August in local 
currency terms but remained relatively flat in 
USD terms due to the weakening of the U.S. 
dollar. Japanese markets experienced 
severe volatility in the early part of the 
month with the Nikkei 225 Index recording its 
second-largest decline in history on 
August 5th but quickly rebounding the 
following day. Market volatility was caused by 
the unwinding of a large carry trade, 
which is when traders borrow a currency at a 
low interest rate—in this case the yen—and 
purchase assets in another country.  
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A weakening yen benefits this strategy due to the currency conversion, so as the yen began to strengthen, many 
traders were faced with margin calls or risk complications. Nevertheless, Japanese companies have been 
buying back shares at a record pace for the third consecutive year. 

Europe ex-UK equities outperformed both U.S. and emerging markets. Real estate and communication 
services were among the strongest performing sectors, while energy and information technology lagged. In the 
face of continued decline in consumer demand in Europe and abroad, large market contributors like Burberry 
and Yves Saint Laurent have decided to slash prices indefinitely in an effort to win back upper-middle-class 
consumers. The consumer services industry did see a boost in August, however, due in part to Paris hosting the 
Olympic Games. 

UK-based equities also outperformed the U.S. Like the U.S., expectations for a potential rate cut in September 
boosted market sentiment for interest rate-sensitive sectors. The recent surge in bid activity for UK-listed 
companies continued as investment firms took advantage of the relatively low valuations in the UK markets. 
Notably, Hargreaves Lansdown, as merger and acquisition activity increased, the largest investment platform in the 
UK and a FTSE 100-listed company, agreed to a takeover offer by a consortium of private equity firms. 

Nvidia’s underwhelming guidance caused a spillover effect on the information technology companies in the 
MSCI Emerging Markets (EM) Index. However, the index still finished the month with positive absolute returns. 
New export orders in China fell for the first time in eight months, further supporting the reshoring narrative. 
Conversely, in smaller Asian markets, increased exports and local currency appreciation allowed the Philippines, 
Indonesia, and Malaysia to outperform.

Data sources: Strategas, FactSet
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Fixed Income
During August, the 10-year Treasury fell 20 
bps to 3.91%, and the 2-year Treasury fell 36 
bps to 3.93%. A rally in treasuries across the 
yield curve and ultimate normalization of 
the curve in August followed 
weaker economic data and renewed 
expectations of multiple rate cuts. The U.S. 
unemployment rate was reported at 4.3%, 
surpassing the forecasted amount by 0.2%, 
and non-farm payrolls missed expectations 
by 76,000 jobs. In a speech at Jackson Hole, 
Fed Chair Powell acknowledged the gradual 
weakening of labor data and reinforced 
the market's belief of a Fed rate cut in 
September. 

The Bank of Japan raised its policy rate 
to 0.25% entering August and announced a 
gradual taper in its bond purchasing 
program. This policy change rippled 
through global markets and allowed 
the yen to rebound against the dollar, 
starting the month at ¥149, down 8.0% 
from its 2024 high. The strengthening 
yen triggered a partial unwind of the yen 
carry trade, contributing to the seemingly 
outsized reaction to recessionary fears in 
global markets. Although central bank rate 
movements contributed to increased 
volatility internationally, both U.S. 
investment-grade and high yield spreads 
ended the month flat. 

The annual core CPI rate in the U.S., which 
excludes volatile items such as food and 
energy, eased further in August to a three-
plus-year low of 3.2%, down from 3.3% the 
prior month. Even though the disinflationary 
trend persists, M2 money supply growth, a 
measure of the amount of currency in 
circulation, is no longer declining in August. 
Although quantitative tightening remains 
prevalent as approximately $50 billion in 
assets are leaving the Fed balance sheet 
per month, fiscal spending is still outpacing 
the Fed’s efforts.
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Real Assets
Real Estate
In August, U.S. REITs rose 5.6 %, as measured 
by the performance of the FTSE Nareit All 
Equity REITs Index. Market speculation of 
rate cuts persisted in August, pushing the 
year-to-date returns of U.S. REITs past 
double digits. Global Developed REITs 
were up 6.3%, driven by relatively stronger 
performance from developed Europe, 
as measured by the FTSE EPRA/Nareit 
Developed Index. 

Self-storage was the top-performing 
sector in August, rebounding after being 
pressured by elevated interest rates. The 
sector's performance is closely tied to 
relocation trends, and it surged in August, 
likely driven by market expectations that 
interest rate cuts will lower mortgage 
rates, prompting more people to move and 
increasing demand for storage space.
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Na  t  u  r  a  l Re  s  ou  r  ce  s
In August, crude oil prices declined 7.3% as 
measured by the West Texas Intermediate 
(WTI) spot contract. Oil prices fell through 
August and the first few trading days of 
September due to concerns of 
weakening consumer and global 
demand, primarily out of China. China’s 
demand for crude has been a sticking 
point since the onset of the pandemic in 
2020, with demand growth for oil still below 
the previous growth trend. Natural gas 
price volatility has continued, with pricing 
rising 4.5% as measured by the Henry Hub 
natural gas spot contract. 
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Global listed infrastructure stocks rose 4% in August as measured by the Dow Jones Brookfield Global 
Infrastructure Index. All sub-sectors were positive during the month, led by toll roads, oil and gas storage/
transmission, and energy transmission/distribution. Midstream energy infrastructure lagged during the month 
due to falling oil prices, but with broad balance sheet improvements across the sector, stocks are better 
positioned to weather the impact of lower prices.
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Listed Infrastructure Trailing Returns
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Diversifying Strategies
Hedge fund performance in August was positive across most underlying strategies, led by hedged equity. Within 
hedged equity, the healthcare and technology sectors were the largest outperformers, followed by quantitative 
directional strategies. 

Relative value hedge fund strategies also generated solid gains, particularly fixed income-oriented strategies such 
as convertible arbitrage and asset-backed trading. Volatility trading was the one detracting underlying approach in 
relative value. 

Systematic trend-following managers continued to struggle during the month as volatility in equity markets and 
reversals in currency market trends resulted in losses. In addition to detractions from equities and currencies, 
the energy complex was also a headwind to performance. Slightly offsetting those drawdowns were modest 
gains in agricultural commodities.  
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LEGAL DISCLAIMER
Certuity, LLC, a Delaware limited liability company (“Certuity”), is an investment adviser registered with the U.S. Securities 
and Exchange Commission (“SEC”). Registration of an investment adviser does not imply any specific level of skill or 
training and does not constitute an endorsement of the firm by the SEC. Certuity® is a registered trademark of Certuity 
Holdings, LLC. 

This presentation is intended solely for the person to whom it is delivered by Certuity. This presentation is confidential and 
may not be reproduced, in whole or in part, or redistributed to any party in any form, without the prior written consent of 
Certuity. The information enclosed in this presentation is confidential. By accepting it, you agree to treat it as such and any 
unauthorized use, reproduction, distribution or disclosure of this presentation or the information enclosed herein, in whole 
or in part, without the prior written consent of Certuity is strictly prohibited.

The information contained herein is for informational purposes only to describe certain of our investment strategies and 
related market commentary. The attached should not be construed to provide any specific investment advice to you or to 
recommend the purchase of any securities or other assets described herein, and should not be relied upon for 
purposes of making any investment decision. This presentation does not constitute, and should not be construed to 
constitute, an offer to sell, or a solicitation of any offer to buy, interests in any investment or private investment fund 
advised and administered by Certuity. Investors wishing to pursue any of the investment strategies described herein 
must obtain and review offering documents and other materials describing the investment or investment strategy. In 
addition, this presentation is not intended to serve as the basis for any contract to purchase or sell any security, or other 
instrument, or to enter into or arrange any type of transaction as a consequence of any information contained herein.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources believed by 
Certuity to be reliable. Neither Certuity nor any of its affiliates or representatives makes any representation or warranty, 
express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein 
may be relied upon as an indicator or representation as to prior or future performance. 

Some of the materials contained herein may be characterized as “forward-looking statements”, which can be identified by 
the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, 
“estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or comparable terminology, 
and which may include, among other things, projections of future performance, estimates, forecasts, scenario 
analysis, or pro forma information. These forward-looking statements reflect Certuity’s views with respect to future 
events. Actual returns and results could differ materially from those in the forward-looking statements as a result of 
changes in assumptions, market conditions, and other factors beyond Certuity’s control. Investors are cautioned not 
to place undue reliance on such information. No representation or warranty, express or implied, is made or can be 
given with respect to the accuracy, completeness, fairness, reliability or suitability of any information included 
herein. Furthermore, no representation or warranty is made that the information presented, including the 
views expressed, will be realized as a result of implementing the investment strategy and proposed fund 
structure. Additionally, there is no obligation to update, modify or amend this report or to otherwise notify the recipient 
in the event that any matter stated herein changes or subsequently becomes inaccurate.

Products and/or services offered by Certuity are not deposits or other obligations of Certuity, are not endorsed or 
guaranteed in any way by Certuity or any banking entity, and are not insured by the Federal Deposit Insurance 
Corporation or any other government agency. Certain products and services may have restrictions on their transfer or 
sale. There can be no assurance that actual returns and results will not be materially lower than those presented. Any 
prior investment results or returns are presented for illustrative purposes only and are not indicative of the future 
returns of the issuers of the securities described herein. An investment in any Certuity product or investment service 
involves a high degree of risk and could result in the loss of your entire investment. 

All analyses and projections depicted herein are for illustration only and are not intended to be representations of 
performance or expected results. The results achieved by individual clients will vary and will depend on a 
number of factors including prevailing dividend yields, market liquidity, interest rate levels, market volatilities, and 
the client's expressed return and risk parameters at the time the service is initiated and during the term. Past performance 
is not a guarantee of future results.

Stock values fluctuate in response to the activities of individual companies and general market and economic conditions. 
Bond values fluctuate in response to the financial condition of individual issuers, general market and economic 
conditions, and changes in interest rates. In general, when interest rates rise, bond values fall and investors may lose 
principal value. Certain investment strategies tend to increase the total risk of an investment (relative to the broader 
market). Alternative investments, such as commodities, real estate, and short strategies, are speculative and entail a 
high degree of risk. Foreign investments are especially volatile and can rise or fall dramatically due to differences 
in the political and economic conditions of the host country. Certain investment strategies tend to increase the total 
risk of an investment (relative to the broader market).

This presentation is not intended to provide legal, accounting or tax advice. Because investment products and 
services often have tax consequences, you should consult your own attorney or tax adviser to fully understand the tax 
consequences of any product or services mentioned in this presentation. You should seek financial advice regarding 
the appropriateness of investing in any securities or investment strategies discussed in this presentation. 
Information regarding Certuity’s fee schedules are described in its Form ADV Part 2A. Any additional information 
regarding this presentation is available upon request.

All data is as of August 31, 2024 unless otherwise noted.
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Guidance, knowledge and access to solutions that
 empower clients to approach life with certitude.

This document is confidential and intended solely for the addressee. This document may not be published nordistributed
without the written consent of Certuity, LLC. Advisory Services offered through Certuity, LLC,  an SEC registered Investment Advisor.
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