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10 Market Themes for 2Q 2024

This collection of market insights highlights 10 themes we believe are most likely to shape 
the investment environment this quarter.

1 Market Recap Timeline of Key Events in 2024

2 Stock Market An Increasing Number of Stocks are Participating in the Rally

3 Interest Rates Federal Reserve Cuts Rates by -0.50%

4 Path Forward How Much Could Rates be Cut by?

5 Economic Trends Watching Interest Rate Sensitive Industries

6 Historical Perspective How Does the S&P 500 Perform During Rate Cuts?

7 Labor Markets Weakening, but Not Weak by Historical Standards

8 What We’re Monitoring Number of Companies Mentioning “Recession”

9 Presidential Election Staying Invested vs. Choosing Sides

10 New Opportunities Stock / Bond Correlation Returning to Normal
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Market Recap – Timeline of Key Events in 2024

Source: Standard & Poor’s, Department of Labor, U.S. Treasury, Federal Reserve. Analysis is based on price and does not reflect any management fees, transaction costs, or expenses. Past performance does not guarantee future results. Time 
period from 1/1/2024 to 9/30/2024. Latest available data as of 9/30/2024. 
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Stock Market – An Increasing Number of Stocks are Participating in the Rally

Source: Standard & Poor’s. Analysis is based on price returns and does not reflect any management fees, dividends, transaction costs, or expenses. Past performance does not guarantee future results. Time period from 1/12024 to 9/30/2024. 
Latest available data as of 9/30/2024.

S&P 500 Breadth is Improving
Percentage of Stocks Above their 100-Day Average Share Price

Year-to-Date Stock Market Performance
Prices Indexed to 100 on January 1st, 2024
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Interest Rates – Federal Reserve Cuts Rates by -0.50%

Source: Monthly datapoints from the Federal Reserve since the 1980s. The Federal Funds Rate is the target interest rate set by the Federal Reserve at which commercial banks borrow and lend excess reserves overnight. Time period from 1/1/1985 
to 9/30/2024. Latest available data as of 9/30/2024
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Path Forward – How much could rates be cut by?

Source: Federal Reserve, U.S. Treasury. Market expectations are calculated as the 2-year Treasury yield minus the Fed funds rate the day before the first rate cut. Previous rate cutting cycles include June 1989, July 1990, July 1995, September 1998, 
January 2001, September 2007, and July 2019. Past performance does not guarantee future results. Latest available data as of 9/30/2024.
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Economic Trends – Watching Interest Rate Sensitive Industries

Source: Federal Reserve, Institute of Supply Management, U.S. Census Bureau. Time period from 8/31/2018 to 8/31/2024. Latest available data as of 9/30/2024.
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Historical Perspective – How Does the S&P 500 Perform During Rate Cuts?

Source: Standard & Poor’s, Federal Reserve. Previous rate cutting cycles include June 1989, July 1990, July 1995, September 1998, January 2001, September 2007, and July 2019. Based on S&P 500 price returns 52 weeks before and after the first 
rate cut of the cycle. Past performance does not guarantee future results. Latest available data as of 9/30/2024.
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Labor Markets – Weakening, but Not Weak by Historical Standards

Source: Department of Labor. The 30-year median is based on monthly datapoints since 8/30/1994. Latest available data as of 9/30/2024.
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What We’re Monitoring – Number of Companies Mentioning “Recession”

Source: Various quarterly corporate earnings calls. Time period from 6/30/2019 to 9/30/2024. Latest available data as of 9/30/2024.
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Presidential Election – Staying Invested vs. Choosing Sides

Source: Standard & Poor’s, www.WhiteHouse.gov. Analysis is based on price returns and does not reflect any management fees, transaction costs, or expenses. Assumes an investor only invests in the S&P 500 when a Republican or Democrat 
President is in the White House. Past performance does not guarantee future results. Data from 1/1/1953 to 9/30/2024. Latest available data as of 9/30/2024.
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New Opportunities – Stock / Bond Correlation Returning to Normal

Source: Federal Reserve. Correlation is based on a rolling 24-month period of weekly price returns. Analysis is based on the Bloomberg U.S. Bond Aggregate and the S&P 500. Past performance does not guarantee future results. Time period from 
1/1/1995 to 9/30/2024. Latest available data as of 9/30/2024.
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Questions?
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Definitions

2Y / 10Y / 30-Year Treasury Bonds Treasuries are debt obligations issued and backed by the full faith and credit of the U.S. government.

Consumer Price Index (CPI) Measures the changes in the price level of a basket of consumer goods and services purchased by households. 

Federal Fund’s Rate The target interest rate set by the Federal Reserve at which commercial banks borrow and lend excess reserves overnight.

Federal Reserve The Federal Reserve System is the central bank of the United States. It was founded by Congress in 1913 to provide the nation  with a safer, more 
flexible, and more stable monetary and financial system

Forward Price to Earnings Ratio The forward P/E ratio (or forward price-to-earnings ratio) divides the current share price of a company by the estimated future (“forward”) earnings 
per share (EPS) of that company.

Growth Stocks Growth stocks are companies expected to grow sales and earnings at a faster rate than the market average.

Inflation A general rise in price level relative to available goods and services.

ISM Purchasing Managers Index (PMI) The ISM manufacturing index, also known as the purchasing managers' index (PMI), is a monthly indicator of U.S. economic acti vity based on a survey 
of purchasing managers at more than 300 manufacturing firms. It is considered to be a key indicator of the state of the U.S. economy.

Price Return The rate of return on an investment portfolio, where the return measure takes into account only the capital appreciation of t he portfolio, not 
including income generated in the form of interest or dividends.

Real Yield The interest rate earned on a fixed income investment after factoring in the impact of inflation as measured by the Consumer Price Index (CPI).

Total Return Return on a portfolio of investments including capital appreciation and income received on the portfolio.

Unemployment Rate A lagging economic indicator which is calculated as the percent of the labor force that is jobless.

Value Stocks Stocks that are inexpensive relative to the broad market based on measures of fundamental value (e.g., price to earnings or p rice to book).
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Disclosures and Legal Notice

Investing involves risk, including the possible loss of principal. Stock markets can be volatile. Investments in securities of small and medium capitalization companies may 
involve greater risk of loss and more abrupt fluctuations in market price than investments in larger companies. Investments in fixed-income instruments are subject to the 
possibility that interest rates could rise, causing their values to decline. High yield and unrated debt securities are at a greater risk of default than investment grade bonds 

and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations 
(“CLOs”), generally receive payments that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed 
securities may have structures that make their reaction to interest rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity 
and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate, counterparty, prepayment, liquidity, and valuation risks. Loans are 
often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, 
strategy or investment product, or as investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the 
making of investment decisions, and does not constitute a solicitation of an offer to buy or sell securities. The content contained herein is not intended to be and should 
not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal professional regarding your specific situation.

This material contains opinions of the author, but not necessarily those of Arrowroot Family Office LLC or its subsidiaries. The opinions contained herein are subject to 
change without notice. Forward looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and 
other sources. Information contained herein has been obtained from sources believed to be reliable, but are not assured as to accuracy. No part of this material may be 
reproduced or referred to in any form, without express written permission of Arrowroot Family Office, LLC. There is neither representation nor warranty as to the current 
accuracy of, nor liability for, decisions based on such information. Past performance is not indicative of future results..
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