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What We’re Watching: Key Observations:

Minutes from the Federal Open Market Committee’s (FOMC) 
July meeting will be released Wednesday and will be 
dissected for any clues as to how much dissention was in the 
Committee’s ranks when it met last month and how close 
it may have been to cutting rates at that time. The Kansas 
City Federal Reserve’s annual Jackson Hole Economic Policy 
Symposium kicks off Thursday with FOMC Chair Jerome 
Powell scheduled to speak on Friday morning.  

Initial Jobless Claims for the week ended August 17th and 
Continuing Jobless Claims for the week ended August 10th 
will be released Thursday. Along with upcoming inflation 
readings, labor market data will likely continue to garner 
headlines in the coming weeks in the lead-up to the 
FOMC’s September 17-18 meeting and investors will ratchet 
expectations for future policy easing higher or lower in 
response.  

Eurozone Purchasing Managers Index (PMI) for August is 
released Thursday. The Composite reading is expected to rise 
to 50.4 during the month from 50.2 in July with Manufacturing 
PMI falling to 45.5 from 45.8 the prior month and Services PMI 
falling to 51.5 from 51.9 in July. A reading above 50 indicates 
expansion or growth, below 50, contraction. 

Stocks staged a broad-based rally as investor risk appetite 
improved with U.S. large caps, U.S. small and mid-caps 
(SMid), international developed, and emerging market 
indices rebounding in unison. In the U.S., the consumer 
discretionary and information technology sectors, two 
of the worst performers in the early August pullback, led 
the charge as capital moved back into the ‘Magnificent 
7’ and semiconductor stocks after many of those names 
sold off in recent weeks.

U.S. small cap stocks rebounded as jobless claims data 
and retail sales pointed toward a resilient U.S. economy 
rather than one on the cusp of recession, but the bounce 
has been unimpressive as old habits die hard and investors 
appear eager to jump back into S&P 500 names with 
strong balance sheets tied to secular growth themes as 
opposed to economically sensitive small caps.   

Corporate bonds were the beneficiary of a series of not too 
hot and not too cold economic data releases last week 
as demand for credit returned despite issuance remaining 
well above levels from last year. U.S. dollar denominated 
emerging market debt was also a strong performer as the 
greenback continued to weaken versus most emerging 
market currencies, improving the fundamental outlook for 
a broad swath of developing economies and their ability 
to pay down debt.  
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Stocks: The ‘Magnificent 7,’ Semiconductor 
Stocks Stage Impressive Rallies; Relative 
Calm Would Be Welcome, And Likely 
Healthy For The S&P 500; Small Caps Lag 
Despite Encouraging Economic Data.

What Happened Last Week:

Risk Appetite Returns As Consumer Discretionary, 
Information Technology Leads The Charge. U.S. large cap 
stocks rallied last week, the S&P 500 rising just shy of 4% as 
good news on the inflation, labor market, and consumer 
spending fronts buoyed sentiment and improved risk 
appetite after a volatile two-week stretch. The S&P 500’s 
rebound from early August weakness has been impressive, 
but the market’s leadership profile left something to be 
desired as the consumer discretionary and information 
technology sectors were the only two sectors to outperform 
the broader S&P 500. Semiconductor stocks staged an 
impressive comeback, evidenced by a 9.8% gain out of 
the Philadelphia Semiconductor Index on the week, and 
the closely watched ‘Magnificent 7’ rode the coattails 
of Amazon (+8%), Nvidia (+18.9%), and Tesla (+8%) to a 
6.2% weekly return. Economically sensitive sectors such as 
financial services, industrials, and materials each rose 2% 
or more on the week but failed to keep pace, despite a 
series of data releases that, on balance, pointed toward 
an economic soft landing while throwing cold water on 
the slowdown or recession narrative making the rounds in 
recent weeks. 

After A Sharp Selloff And V-Shaped Recovery, A Period 
Of Relative Calm Would Be Welcome. After last week’s 
rally, the S&P 500 sits just 2% below its all-time high made 
in mid-July and, perhaps surprisingly, is back in positive 
territory month-to-date. Encouragingly, from a technical 
perspective, the S&P 500 closed out the week at 5,554 and 
the index is now back above its 50-day moving average 
which sits at 5,464. The move back above the 50-day 
has forced some systematic strategies to increase stock 
allocations after short-term signals told them to reduce 
exposure just a few weeks ago. With the bulk of that forced 
repositioning now behind us it would be healthy for the S&P 
500 to retest support at its 50-day moving average in the 

coming weeks and move sideways as opposed to charging 
higher into overbought territory as a move such as this would 
invite sellers as trends become stretched or overextended. 

Low Trading Volume, Limited Liquidity Can Lead To Big 
Moves In Both Directions. The recent bout of market volatility 
has been all but erased as the CBOE Volatility Index (VIX) 
settled last week at 14.8, below where it started the month, 
and back to where it was in mid-July. Spikes in the VIX can 
be notoriously short-lived, and August has been one of the 
most common spots in the calendar for volatility to spike with 
low trading volume and limited liquidity, or market depth, 
key contributors. Seasonal factors and the speed with which 
stocks recovered losses lead us to wonder if we’re simply in 
the eye of the volatility storm, but only time will tell. Periods 
of heightened volatility coinciding with pullbacks in stocks 
can present attractive opportunities to either rebalance 
portfolios or deploy cash for long-term investors as outsized 
moves during this stretch in the calendar on low trading 
volume and/or no news should likely be embraced. 

Small Caps Get A Boost From Retail Sales But Still Lag Large 
Caps On The Week. The S&P 600 Small Cap Index generated 
a 2.6% gain on the week after rising 2.5% on Thursday as retail 
sales from July came in well above expectations. Markets 
ran up on the upside surprise in retail sales, interpreting 
the release as evidence that consumer spending remains 
robust, and that the odds of an economic slowdown or 
recession are lower now than they were a few weeks ago. 
The technical setup for small caps improved last week as 
the index closed above its 50-day moving average for the 
first time in almost two weeks, while not yet moving into 
overbought territory, a condition that had a hand in pulling 
capital away from smaller capitalization stocks late in July. 

Bonds: ‘Goldilocks’ Economic Data Eases 
Fears Of A Slowdown; A Good Week For 
Corporate Bonds As Credit Spreads Narrow 
Despite Elevated Issuance; A September 
Rate Cut Remains Likely, But The Data Justifies 
Gradual, Not Aggressive, Policy Easing.

Treasury Yields Trade In A Narrow Range As ‘Goldilocks’ U.S. 
Economic Data Rolls In. Last week was a busy one on the 
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economic data front with recent readings on inflation (CPI, 
PPI), retail sales, and the labor market all potentially market 
moving. Taken together, all the above data releases proved 
to be not too hot, nor too cold. On Tuesday, Producer Price 
Index (PPI) for July was released and both the headline and 
core readings came in light versus the consensus estimate. 
On Wednesday, the July Consumer Price Index (CPI) was 
released, with the headline and core readings in-line with 
consensus estimates and year over year readings ticking 
lower. Good news on the U.S. economy continued to roll 
in on Thursday with retail sales for July rising 1% month over 
month, well ahead of the 0.3% estimate, and initial jobless 
claims for the week ended August 10th came in at 227k, 
below the 233k estimate, while continuing jobless claims 
also came in below expectations. Wrapping up the week, 
the University of Michigan’s Consumer Sentiment Index for 
August was released Friday and improved to 67.8 from a 
66.4 reading the prior month. Inflation data continues to 
point toward pressures gradually easing, while remaining 
sticky in some areas, and with PPI rising less than expected 
in July, prices of goods should continue to fall in the coming 
months. Initial and continuing jobless claims in recent 
weeks point toward signs of stabilization and potential 
improvement from July’s doldrums, easing concerns that 
a cracking labor market would quickly spillover and weigh 
on U.S. economic growth in the coming months. With a soft 
landing for the U.S. economy still our base case, we expect 
the 3.80% to 3.85% range on the 10-year Treasury yield to 
provide a floor of support in the coming months. It’s possible, 
given our outlook, that yields on long-term Treasuries rise as 
the FOMC begins to cut rates next month as less restrictive 
policy could lead to expectations that economic growth 
and/or inflationary pressures could reaccelerate in the 
coming quarters. 

Credit Where Credit Is Due. Corporate credit markets 
have returned to form quickly with both investment 
grade and high yield bond indices returning 0.9% and 
0.7%, respectively, last week. Prices rose across the 
credit-quality spectrum as wider spreads in recent weeks 
attracted buyers and credit spreads fell to levels at or 
below where they started the month, recovering from 
the recent selloff. At the same time, Treasury yields fell 
further on continued signs inflationary pressures were 
gradually easing, albeit alongside signs of moderating 

economic growth as well. That backdrop should bode 
well for corporate bonds, broadly speaking. The speed 
at which corporate bonds have undone the damage 
that stemmed from an economic growth scare can be 
attributed to several factors. Selling pressure was limited 
due to strong fundamentals of underlying issuers, as well 
as the constructive technical backdrop in place even as 
demand has held firm with new issuance orderbooks last 
week oversubscribed relative to historical norms, despite 
supply increasing 26% year on year.

Emerging Market Bonds Remain A Strong Performer. The 
U.S. Dollar Index’s (DXY) weakening trend persisted last 
week, registering it’s third consecutive weekly decline 
relative a basket of emerging market currencies. Emerging 
market bond indices have been beneficiaries of stronger 
EM currencies in August and the credit spread for the 
Bloomberg USD Emerging Market Aggregate Bond Index 
narrowed by 9-basis points last week to 271-basis points 
over Treasuries with a similar maturity due to an improved 
outlook on the ability for many countries to pay down 
debt. Spread tightening was largely concentrated in 
higher yielding issues with Argentina, Ecuador, and Chile 
among last week’s leaders while returns in higher quality 
names like Saudi Arabia and Brazil were modest. The 
Bloomberg Emerging Markets USD Index returned 0.8% last 
week on its way to a 5.4% year-to-date gain, and while 
we are tempering our expectations for the asset class a 
bit over the near-term, the 6.7% yield-to-worst on the index 
provides investors with adequate compensation to remain 
allocated to this segment of the fixed income market.

July Inflation Data Gives The FOMC The Cover To Cut In 
September, But Makes A 50-Basis Point Move Less Likely. 
The July Producer Price Index (PPI) was released Tuesday, 
with the headline reading rising 0.1% month over month, 
below the 0.2% estimate, and the 2.2% year over year 
reading also below the 2.3% estimate. The following day, 
the Consumer Price Index (CPI) for July was released, with 
headline CPI rising 0.2% month over month, in-line with the 
consensus estimate, and the core reading, which excludes 
food and energy, also higher by 0.2% month over month. 
Wholesale prices (PPI) coming in cooler than expected 
should point toward a modest drop in prices of goods 
in the coming months, welcome news for consumers. 

Multi-Asset Solutions | Weekly Commentary

This is more than business.
This is moving the world forward.

August 19, 2024

Transforming Portfolios. Advancing Missions.



HighlandAssoc.com© 2024 Highland Associates

Multi-Asset Solutions | Weekly Commentary

This is more than business.
This is moving the world forward.

IMPORTANT DISCLOSURES: The content and any portion of this newsletter is for personal use only and may not 

be reprinted, sold or redistributed without the written consent of Regions Bank. Regions, the Regions logo and 

other Regions marks are trademarks of Regions Bank. The names and marks of other companies or their services 

or products may be the trademarks of their owners and are used only to identify such companies or their 

services or products and not to indicate endorsement or sponsorship of Regions or its services or products. The 

information and material contained herein is provided solely for general information purposes. Regions does not 

make any warranty or representation relating to the accuracy, completeness or timeliness of any information 

contained in the newsletter and shall not be liable for any damages of any kind relating to such information nor 

as to the legal, regulatory, financial or tax implications of the matters referred herein. This material is not intended 

to be investment advice nor is this information intended as an offer or solicitation for the purchase or sale of 

any security or other financial instrument. Any opinions expressed herein are given in good faith, are subject to 

change without notice, and are only current as of the stated date of their issue. Regions Asset Management is 

a business group within Regions Bank that provides investment management services to customers of Regions 

Bank. Employees of Regions Asset Management may have positions in securities or their derivatives that may 

be mentioned in this report or in their personal accounts. Additionally, affiliated companies may hold positions 

in the mentioned companies in their portfolios or strategies. The companies mentioned specifically are sample 

companies, noted for illustrative purposes only. The mention of the companies should not be construed as a 

recommendation to buy, hold or sell positions in your investment portfolio. Neither Regions Bank nor Regions 

Asset Management (collectively, “Regions”) are registered municipal advisors nor provide advice to municipal 

entities or obligated persons with respect to municipal financial products or the issuance of municipal securities 

(including regarding the structure, timing, terms and similar matters concerning municipal financial products or 

municipal securities issuances) or engage in the solicitation of municipal entities or obligated persons for such 

services. With respect to this presentation and any other information, materials or communications provided 

by Regions, (a) Regions is not recommending an action to any municipal entity or obligated person, (b) 

Regions is not acting as an advisor to any municipal entity or obligated person and does not owe a fiduciary 

duty pursuant to Section 15B of the Securities Exchange Act of 1934 to any municipal entity or obligated 

person with respect to such presentation, information, materials or communications, (c) Regions is acting 

for its own interests, and (d) you should discuss this presentation and any such other information, materials 

or communications with any and all internal and external advisors and experts that you deem appropriate 

before acting on this presentation or any such other information, materials or communications. Source: 

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. 

and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays Bank Plc 

(collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including 

Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves 

or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any 

warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by 

law, neither shall have any liability or responsibility for injury or damages arising in connection therewith. Source: 

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. 

and its affiliates (collectively “Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays Bank Plc 

(collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s licensors, including 

Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves 

or endorses this material, or guarantees the accuracy or completeness of any information herein, or makes any 

warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed 

by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.”

Transforming Portfolios. Advancing Missions.

August 19, 2024

H I G H L A N D  A S S O C I AT E S

2 5 4 5  H I G H L A N D  A V E N U E  S O U T H

S U I T E  2 0 0

B I R M I N G H A M ,  A L A B A M A  3 5 2 0 5

P. ( 2 0 5 )  9 3 3 - 8 6 6 4

F. ( 2 0 5 )  9 3 3 - 7 6 8 8

 B I R M I N G H A M

 S T  L O U I S

 M I N N E A P O L I S

in September to around 28% from closer to 55% early 
in the week and are now pricing in less than 100 basis 
points between now and year-end. On balance, the 
economic data released last week reinforces our view 
that a 25-bp cut in September is the most likely outcome, 
and we see no reason to alter our view that the FOMC 
will deliver a total of 75-basis points of cuts this year, with 
cuts in September, November, and December.

CPI, while not the FOMC’s preferred inflation measure, was 
undoubtedly the more closely monitored of the two readings 
by policymakers, and with the headline reading rising 2.9% 
year over year and core CPI higher by 3.2% year over year, 
Committee members are seeing progress, albeit slower than 
they would like. On the heels of the PPI and CPI releases, along 
with improving jobless claims data and retail sales topping 
estimates, Fed funds futures lowered the odds of a more 
aggressive 50-basis point rate cut when the FOMC meets in 


