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Key takeaways: 

• The S&P 500 rebounded strongly from a steep market sell-off to start the month, ending the month with a modest gain.  

• The Federal Reserve (“Fed”) signaled that rate-cuts are likely for the September Federal Open Markets Committee meeting.  

• The Harris campaign experienced significant momentum in August, but the election is still too close to call.  
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A ugust proved to be a volatile month for US stocks as recession concerns and the unwinding of the Yen carry trade led to a sharp sell-off 
to begin the month. The S&P 500 closed on August 5 at 5186, an -8.45% decline from its all-time high close of 5,667, which was 

reached on July 16.1 The equity market sell-off was sparked by weak employment data for the month of July, which intensified investors’ con-
cerns regarding the health of the economy. July non-farm payrolls showed the US created 114,000 jobs versus expectations of 175,000, 
while June payrolls were revised lower to 179,000 from 206,000.2 The unemployment rate ticked up to 4.3% from 4.1%, a near three-year 
high.3 

Simultaneously, Japan’s Nikkei index suffered its worst day since 1987, falling 12.4% on August 5, accompanied by a surge in the Japanese 
Yen.4 For years, global investors have taken advantage of ultra-low interest rates in Japan to finance investments in riskier assets, such as US 
stocks. This strategy, known as the carry trade, proved fruitful for investors while Japanese rates were muted and the Yen weakened versus 
the dollar. However, the Bank of Japan hiked rates on July 31 while the Federal Reserve looks poised to begin cutting rates amid weakening 
labor-market data, narrowing the spread between the two countries’ interest rates. In turn, this dynamic has made the Yen relatively more 
attractive, causing it to surge to around 142 to the dollar, compared to 161 to the dollar in early July.5  We believe the draconian movement in 
the Yen led to a broad unwinding of the carry trade, adding additional selling pressure to US assets and forcing US markets into oversold terri-
tory.  

The early-month concerns proved to be overstated, as US markets rebounded strongly from the August 5 month-low while the Nikkei was 
able to recover most of its early-month losses. In fact, across the board, US large-cap stocks posted a modest gain for August. The S&P 500 
returned 2.28% in August, while the tech-laden Nasdaq 100 advanced 0.65%. On the other hand, small-cap stocks, as measured by the Rus-
sell 2000 index, declined -1.63% for the month, while the VIX Index6 , the market’s fear gauge, closed the month at 15 after reaching levels 
north of 60 at the beginning of the month. Notably, the market’s rebound has shown renewed breadth as the equal-weight S&P 500 index 
returned 1.53% for the month and reached an all-time high.7 
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As we noted in previous commentaries, the strength of the equity market this year can largely be attributed to the Technology sector and the 
Artificial Intelligence (“AI”) trend. However, the recent stock rebound has seen Technology cede its leadership as bellwethers, such as Mi-
crosoft, Amazon, and Nvidia, have shown relative weakness to the S&P 500. The market’s decoupling from the AI trend was showcased on 
August 29 when the market was able to eke out a small gain following a disappointing Nvidia (“NVDA”) earnings print that led the stock to 
drop nearly 6% on the day. Many investors believed a weak NVDA print would roil markets, but nonetheless, the market remains firm despite 
the weakening internals of the Technology sector. As we head into September, market leadership has shifted to interest-rate-sensitive sec-
tors, such as Financials and Real Estate. The expanding breadth of the market leads us to believe that this rebound will hold.  

Inflation remains above the Fed’s 2% target as the July core Personal Consumption Expenditure Index rose 0.16% month-over-month, imply-
ing a year-over-year increase of 2.62%, falling roughly in line with expectations.8 Services inflation remains stubborn, with core services ex-
cluding housing rising 0.21% month-over-month.9 We still believe this area of inflation will remain elevated until we see a more significant 
rise in layoffs. Notably, personal income beat expectations, rising 0.3%, while the savings rate declined to 2.9%, the lowest level since June 
2022, implying consumers are growing increasingly strained to support their spending.10 Overall, consumer spending appears to be solid, but 
we have observed signs of weakening, especially amongst lower-income consumers. We anticipate that further labor market weakening will 
weigh on consumer sentiment and, in turn, could likely lead to a slowdown in spending over the next few quarters.  

The Fed provided its strongest signal that rate cuts are coming when Chairman Powell announced the “time has come” for rate cuts at the 
Jackson Hole summit press conference.11 Powell noted that the cooling in the labor market is unmistakable, implying the Fed will now priori-
tize supporting the labor market over fighting inflation. A Fed rate cut at their September meeting looks to be a certainty; however, its magni-
tude is still debatable. We believe the magnitude of the September cut will be highly reliant on the August Jobs report, which will be released 
on September 6. As of now, our base case is a 25-basis point cut in September; however, a weak jobs report could compel the Fed to make a 
more dramatic 50-basis point cut. With the US 2-year Treasury Yield at 3.92%, the market is pricing in an aggressive Fed rate-cutting cam-
paign.12 We view a slower-than-expected rate cutting cadence from the Fed as a potential risk to markets through year-end.  

On the political front, Kamala Harris’s campaign has shown early signs of momentum, with most polls placing her as the likely winner in the 
2024 election. On the other hand, Robert F. Kennedy’s exit from the race and endorsement for President Trump should prove accretive to-
wards the Republican’s odds of winning the White House in November. We anticipate the presidential race will remain too close to call as we 
approach election day. Nonetheless, the election should prove to be a backstop for both markets and the economy as the current administra-
tion does everything in its power to increase the likelihood of a Harris victory.  

Elevated fiscal stimulus through the election cycle and strong market internals lead us to believe equity market returns will remain firm 
through year-end. Yet, we remain vigilant on weakening economic fundamentals and above-target inflation, which together could lead to 
weakening economic activity in 2025. For that reason, we remain cautious in investment portfolios with a bias towards quality and downside 
protection.  



3 September 2024 

Important Disclosures 

This publication is provided by Element Pointe Family Office (“Element Pointe”) for general information and educational purposes only. Any 
discussion of securities or investment strategies should not be construed as research or investment advice. This material should not be con-
strued as an offer to sell or a solicitation of an offer to buy any security. 

This publication contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks, other uncer-
tainties and factors, actual results may differ materially from the expectations portrayed in such forward-looking statements. Readers are 
cautioned not to place undue reliance on forward-looking statements, which speak only as of their dates. 

Element Pointe does not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information 
prepared by any unaffiliated third party incorporated herein, and takes no responsibility therefore. All such information is provided solely for 
convenience purposes only and all users thereof should be guided accordingly. 

Nothing herein should be construed to limit or otherwise restrict Element Pointe’s investment decisions. Element Pointe customizes the 
portfolios it manages to suit the needs of each client. Investment advisory services are only provided to investors who become Element 
Pointe clients pursuant to a written account agreement, which investors are urged to read and carefully consider in determining whether such 
agreement is suitable for their individual facts and circumstances. 

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. 
Investments in alternative investment strategies is speculative, often involves a greater degree of risk than traditional investments including 
limited liquidity and limited transparency, among other factors and should only be considered by sophisticated investors with the financial 
capability to accept the loss of all or part of the assets devoted to such strategies. Investing in the stock market involves gains and losses and 
may not be suitable for all investors. The indexes mentioned are unmanaged and an investment cannot be made directly into them and do not 
include fees and charges, which would reduce an investor's return. Past performance is no guarantee of future results. 

All expressions of opinion reflect the judgment of the authors as of the date of publication and are subject to change without prior notice. 
There is no guarantee that the views and opinions expressed herein will come to pass.  

Element Pointe and its affiliates and employees may hold positions in the securities discussed. You may access Element Pointe ’s regulatory 
filings on the SEC’s website for additional information about certain of the securities that the firm, its affiliates and its principals may hold. It is 
important that you do not base your investment decisions on our discussion of certain individual securities as one ’s overall investment port-
folio and individual objectives should be considered when making such a decision. 


