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“In the short run the market is a voting machine, but in the 
long run it is a weighing machine.”  

- (Attributed to both Benjamin Graham and Warren Buffett) 
 
 
 
The above quote seems especially relevant in this chaotic election year, but what does it 
mean? In investment terms, it means that short-term market movements are frequently 
driven heavily by momentum and investor sentiment (i.e., a voting machine and/or popularity 
contest). But in the long run, markets typically are driven primarily by fundamentals (e.g., 
earnings, dividends, quality, and valuations). That is, a weighing machine. 
 
With this as a framework, what should investors be thinking about following the somewhat 
surprising 50-bps cut rate by the Fed last week?  
 
First, some background. At the beginning of 2024, the “market” was pricing in six rate cuts 
over the course of 2024. Put differently, this is what the market wanted. This was completely 
at odds with the Fed narrative at the time, which was clear it still had work to do on bringing 
down inflation. Over the course of the year, that narrative shifted as inflation continued to fall. 
But remember, the Fed has a dual mandate to control inflation and maximize employment. 
 
The overall economy seems to be cooling but remains far more resilient than anticipated, 
and there is little anticipation of a recession until well into 2025, if not later. Likewise, inflation 
has maintained a slow but steady decline toward the Fed target rate of 2% per year. It wasn’t 
until the labor market began to show signs of slowing down that the Fed narrative began to 
shift, and in its July FOMC minutes (and Chairman Powell’s corresponding press conference) 
a specific emphasis was placed on the labor market along with a reminder of the Fed’s dual 
mandate. That triggered market anticipation of a rate cut coming in September. The market 
wanted at least 50-bps, while the underlying economic indicators suggested no more than 
25-bps was needed (if any). 
 
We believed the Fed would not move aggressively so close to a tightly contested national 
election (for both the President and for control of the House and Senate). But we were wrong, 
and the market got what it wanted – a 50-bps cut and Fed suggestions there will be more to 
follow. It was interesting to see how the market reacted. When the 50-bps cut was 
announced, the market reaction was almost one of euphoria. 
 
But later that day following Chairman Powell’s post-meeting press conference, his words and 
tone were considered far more hawkish than expected, and the market ended flat to down 
on the day. It then rallied and fell again over the course of the next two trading days. 
 
This is a perfect example of what Graham and Buffett meant when they said that in the short 
term the market is a voting machine, or popularity contest. We all know what the market has 
done over the past 30 years. It’s gone up and down but always trended up. And we also know 
how well Warren Buffett – a famously disciplined and value-oriented investor – has done 
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over that same period. And that’s what he meant when he said that in the long-run the market 
is a weighing machine – eventually, market fundamentals will always win the day. 
 
We encourage investors to not get caught up in short-term market noise – it will drive you a 
little crazy and if you overreact you are likely to lose.  
 
Buffet’s long-time investment partner Charley Ellis is famous for a quote of his own, from his 
book, Winning the Loser’s Game, and here we paraphrase: For most investors, the winner is 
most often not the person who hits the most “winners” but avoids the most “losers”.  
 
We aim to build all-weather portfolios at Certuity, designed to perform consistently over a 
reasonable time horizon, regardless of underlying economic, political, or market conditions. 
We fall firmly into the weighing machine camp. Stay calm, stay disciplined and keep your 
eyes on the horizon. 
 
As always, please feel free to contact me directly if you would like to discuss the markets, 
investments or your portfolio. I look forward to the interaction. 
 
 
Scott Welch, CIMA® 
Partner & Chief Investment Officer 
SWelch@Certuity.com 
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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. 


