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Equity Markets
United States equity markets struggled this past week, with the S&P 500 falling for the third week in a row 
and suffering its worst week since March of 2023.  Unlike the week before, markets did not try to make a 
comeback on the final trading day of the week.  The Dow increased 0.01%, the S&P 500 fell 3.05%, while 
NASDAQ fell 5.52%.  Last week, we questioned whether this may have been the start of a long-awaited 
correction, the start of a bear market, or just a minor dip in the market’s normal progression.  The 
unfortunate answer is we don’t know.  But, as we write in the economics section, we put the odds in favor 
of it being a correction or just a normal market move within a larger bull market.  Investors would be wise 
to put the past two weeks in perspective.  The S&P 500 is up more than 20% since late October—a 
significant return in a short amount of time.  It should come as no big surprise that traders would be quick 
to protect profits at any sign of trouble.

Economics
Investors have been frightened by the potential for a hawkish pivot from the Federal Reserve after 
receiving some stronger than expected inflation data.  We believe there are four main factors that have 
been particularly worrisome for investors.  We know we are mixing cause and effect, but it helps explain 
how investors are reacting at the present:

1. The price of energy is rising.
2. Labor markets remain strong. 
3. Fed governors have become more tepid in their pronouncements on rate cuts. 
4. And, of course, global instability.

We have discussed each of these factors in the past.  Yes, rising energy prices are a problem, but this is 
out of the hands of the Fed.  So, it is not quite as big a factor as one might think.  The labor market 
remains strong.  This may be a concern as it relates to wages and services inflation and should be 
carefully watched.  However, the labor market, along with many other cyclical parts of the economy, move 
slowly and almost never in a straight a straight line.  Fed officials regularly comment on the state of 
economy, and, for the most part, what they have said has not been earth shattering.  A good suggestion 
may be to focus more on what Jerome Powell, the Fed Chair, has to say. 

Global instability is seldom a positive.  In the United States, the economy, dollar, and markets have 
generally been safe havens and remain so.  A large measure of confidence should come from the House 
passing the Ukraine/Israel funding bill over the weekend, with the Senate likely to approve the legislation 
early this week.
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Conclusion
Although it may be unsettling, watch the progress or regress of both conflicts overseas, as they have a lot 
to do with both inflation and international trade.  There is very little doubt that the Fed’s current bias is 
towards rate cuts rather than hikes, but investors must remember that the consequences for moving too 
fast are far greater than going too slow.

Yield Curve Update
Yields rose this past week, continuing on the upward trend that has been in place for the last month. Over 
the course of the week, the 2-year yield increased 9 basis points, the 10-year yield increased 10 basis 
points, and the yield curve inversion remained relatively constant at -37 basis points. The rise in yields has 
been much more pronounced over the past month, with the 2-year and 10-year yields increasing by 40 
basis points and 42 basis points, respectively.

The driving force behind last week's moves was the barrage of hawkish “Fedspeak”1 we received, the most 
notable of which came from Chairman Powell in his remarks at a policy forum Wednesday. Powell sent a 
strong signal to the market that the first rate cut may be further away than hoped, suggesting that stronger 
than expected inflation data to start 2024 has introduced uncertainty over the timing and number of cuts 
this year. Ultimately, Powell and the Fed will need to see more progress on inflation before cutting rates in 
order to gain the necessary confidence that inflation is on a sustainable path to their 2% target. Several 
other Fed officials spoke throughout the week, all more or less reinforcing Chairman Powell's message that 
the Fed will keep policy on hold until the incoming data warrants changes.

Stronger than expected economic  growth and inflation data so far  this year, especially data received over 
the past few weeks, has pushed 
out and reduced market 
expectations for rate cuts this 
year. While stable economic 
growth and a strong labor market 
are certainly symptoms of a 
healthy economy, the Fed wants 
to prevent an acceleration to the 
point of sparking another wave of 
inflation. Striking this balance is 
tricky to say the least. The Fed 
will meet for their May FOMC 
meeting next week, and, while 
the Fed Funds Rate will almost 
certainly be held steady, we will 
receive valuable updates on 
where monetary policy is headed.
As always, we will keep readers 
abreast of how the situation 
develops.

1The term Fedspeak is what Alan Blinder called "a turgid dialect of English" used by Federal Reserve Board chairs in making wordy, vague, and 
ambiguous statements.
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I. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or 
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express 
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are 
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on 
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will 
materialize.  

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no 
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their 
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or 
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved. 

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources 
believed to be reliable, but not guaranteed. 

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.  

1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a 
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD 
21202. ©2024, 1919 Investment Counsel, LLC. MM-00001015.

II. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the 
factors listed here as appropriate for the strategy’s objectives. 

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment 
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.  

III. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio 
shown here. 
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