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Key takeaways: 

• US equities ended slightly lower in October after disappointing end-of-month earnings pared back early-month gains.  

• After a disappointing October jobs report and in-line inflation readings, the Federal Reserve (“Fed”) is likely to cut rates by 25 basis points 
(“bps”) at their November meeting.  

• Despite strong Republican momentum in October, the 2024 election remains “too close to call.” 
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U S stocks spent most of October in positive territory before paring back gains on the last trading day of the month, leading to monthly 
declines for US stock indexes. The S&P 500 declined -0.99% over the month, while the tech-heavy Nasdaq fell -0.85%.1 Small and mid-

cap stocks fared worse than their large-cap counterparts, with the Russell 2000 and S&P 600 posting negative returns of -1.49% and -2.71%, 
respectively.2 Growth outperformed value over the month as defensive sectors, such as Healthcare, Materials, and Consumer Staples, proved 
to be laggards. Overseas, international stock markets broadly lagged the US with the MSCI All Country World Index excluding US declining                  
-4.94% over the month.3 

US third-quarter corporate earnings have generally been strong; however, mixed results from large S&P constituents, levered to the artificial 
intelligence (“AI”) and obesity trends, led to volatile price action towards the end of the month. Earnings season kicked off with robust reports 
from the big banks as credit remains benign, and investors perceived future rate cuts and potential loosening regulation favorably. In turn, 
Financials was the strongest-performing GICS sector in October, posting returns of 2.55%.5 On the other hand, Healthcare proved to be the 
worst-performing sector, down -4.73% over the month, primarily due to disappointing earnings from its largest constituent, Eli Lilly.6 Eli Lilly 
shares were down sharply after sales of its weight loss drug, Zepbound, failed to meet sell-side expectations. New entrants to the weight 
loss category seem poised to take market share, likely weighing on Eli Lilly’s future earnings potential, but could create opportunities for other 
companies to capitalize on this growing trend. 

The AI trend remains robust, especially on the infrastructure side, with Nvidia returning 13.47% for the month amid continuing demand for its 
market-leading GPU products.7 Nvidia has yet to report earnings this quarter, but end-of-month reports from hyperscalers point to healthy 
demand for cloud computing to help power AI initiatives. Alphabet and Amazon rallied sharply after their respective earnings releases, while 
Microsoft sold off due to weak guidance despite similarly strong results in cloud computing. Outside of disappointing guidance, OpenAI-
related losses, amid heightened capital expenditures, created additional downward pressure on Microsoft. Similarly, Meta shares declined 
post-earnings as investors scrutinized whether future AI-related revenues will justify the company’s elevated level of capital expenditure.  
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Overall, we remain constructive on earnings through year-end, yet the weakening outlooks among large S&P 500 constituents may imply a 
slowdown in 2025 earnings growth compared to sell-side expectations. Sell-side expectations for 2024 earnings growth have declined sig-
nificantly over the past two years, currently standing at $239, while 2025 earnings expectations have remained range-bound, presently sit-
ting at $274.8 The implied earnings growth based on current 2025 earnings expectations is inconsistent with previous rate-cutting cycles 
leading us to believe that earnings expectations will come in sharply over the next few months. In turn, this could create downward pressure 
on US stock returns in the coming year.  

Nonetheless, the setup for equities is favorable through year-end, with economic activity still healthy amid a Fed easing cycle. US real GDP 
grew 2.8% in the third quarter with consumer spending contributing 2.5% to overall economic growth.9 The upper-income consumer continues 
to offset the observed weakening in lower-income cohorts, which leads to robust overall spending. We believe the upper-income consumer 
will continue to support economic growth until we see a more significant weakening in the labor market.  

Non-farm payrolls rose a meager 12,000 in October, well below expectations, with downward revisions of 112,000 jobs to the August and 
September readings.10 The weak print reflects a 41,000 drag from the Boeing labor strikes while the Bureau of Labor Statistics could not pro-
vide an estimate of the impact from hurricanes Helene and Milton.11 Although the October jobs report was weak, the effect of the hurricanes 
and labor strikes materially distorts the data, and we retain the view that the labor market remains on solid footing despite some softening. 
Inflation remains in an acceptable range for the Fed, with the September core Personal Consumption Expenditure index implying a 2.65% year
-over-year growth.12 Acceptable inflation readings and a weak jobs report nearly guarantee that the Fed will cut 25 basis points at its Novem-
ber meeting. We anticipate another 25 bps cut in December as the Fed attempts to bring rates closer to neutral territory.  

Globally, geopolitical tensions continue to escalate, posing a potential risk to investors; however, the impact on returns has been minimal to 
date. In recent days, North Korea has sent troops to fight for Russia in their ongoing war with Ukraine, prompting the US and NATO to urge 
China to intervene. In the Middle East, the ongoing conflict continues to spread across the region despite hopes of a ceasefire agreement after 
the death of Hamas leader Sinwar in Gaza earlier in the month. We would not be surprised if further escalations arise through year-end as 
foreign entities attempt to capitalize on the US election and transition of power. Commodity markets appear relatively insulated from recent 
escalations, as seen in flat oil prices month over month. Still, geopolitical tensions remain a significant risk factor that we will retain close vigi-
lance as these conflicts ensue.  

Lastly,  the most notable event of November will likely be the US presidential election on November 5. Over recent weeks, the Republicans 
have experienced a surge in momentum, as observed through the betting markets; however, other indicators still point to a Harris victory. US 
10-year treasury yields increased 50 bps in October, moving in tandem with betting odds of a Trump victory.13 Similarly, as Trump’s probabil-
ity of winning has increased, the expected number of Fed rate cuts has decreased. We interpret this as the market believing that Trump’s 
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policies will be inflationary, requiring the Fed to maintain higher interest rates to combat price increases. On the other hand, the misery in-
dex14, which has correctly predicted 15 of the past 16 presidential elections, currently signals a Harris victory.15 Across swing states, Trump 
currently leads in Pennsylvania, Nevada, North Carolina, Arizona, and Georgia, while Harris leads in Michigan and Wisconsin.16 His lead across 
swing states suggests that Trump still has the advantage in polling, but notably, all swing state polls are within the margin of error. One nota-
ble surprise of this election season is that the Republicans are winning the early vote nationally, which has not happened since 2004, the last 
time Republicans won the popular vote. Meanwhile, in the 2020 election, the Democrats had a sizable lead in early voting.  

While we can observe and analyze a myriad of indicators that may help us  predict the election outcome, the reality is that the 2024 election 
is simply “too close to call.” More importantly, history has shown that the result of the presidential election has had a minimal impact on the 
long-term returns of risk assets. Therefore, we avoid taking draconian action within portfolios regarding the election outcome. Instead, we 
opt to maintain a disciplined investment approach in adherence to our long-term views on the economy and capital markets.  

Assuming there is not a drawn-out, contested election, risk assets are poised to maintain their strength towards year-end as economic activ-
ity remains sound and the Fed continues its rate-cutting cycle. However, risks remain prevalent as geopolitical tensions linger and inflation 
has yet to reach the Fed’s stated target of 2%. We retain a cautiously optimistic view toward markets while focusing on quality and diversifi-
cation to mitigate volatility and protect against downside risk.  
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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 buy, sell or hold a security or investment strategy, and is not provided in a fiduciary capacity. 

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. 


