Third Quarter 2024 Review and Outlook

The third quarter ended on a high note with the S&P 500 and Dow Jones Index posting new closing highs.  Bonds also did well. For the quarter, the S&P 500 was up 5.9%. the DJIA was up 8.7%, NASDAQ was up 2.6%. and the Bloomberg Aggregate Bond Index was up 5.2%. The long awaited interest rate cut happened in September when the Federal Reserve dropped rates by 50 basis points.  Inflation continued to move in the right direction and employment remained healthy.  Consumer spending on durable goods which had slowed during the first half of the year rebounded slightly in the third quarter and services spending remained strong.  However, euphoria about artificial intelligence waned as investors expressed concern about the timing of return on the massive investments being made in the technology as well as concerns about the energy requirements of new data centers to support artificial intelligence.   Auto loan and credit card delinquencies moved above pre pandemic levels.  
China announced new stimulus measures to address the economic weakness that followed the real estate crisis that began in 2021.  This move boosted Chinese equity prices; up +19.1% for the quarter. The Bank of Japan cut interest rates in a successful effort to boost the value of the yen.
The on-going crisis in the Middle East escalated on October 1 when Iran launched missiles at Israel in retaliation for an Israeli strike in Lebanon; the equity market pulled back and oil prices jumped.  Whether or not this conflict can be contained remains to be seen as of this writing and the longer-term impact on global oil prices - a key driver of inflation - is unclear.  Other geopolitical risks, Ukraine and Taiwan remain ongoing.
Also, on October 1, East and Gulf coast dock workers went on strike.  A prolonged strike may negatively impact the availability of goods and spur prices higher as well. (This has been settled quickly with workers receiving a 62% wage increase over five years. Other details are being worked out.)  Third quarter and full year results are detailed below.

	
	QUARTER Ending 
9/30/2024
	12 MONTHS Ending
9/30/2024
	THREE YEARS Ending
 9/30/2024
	FIVE YEARS Ending 
9/30/2024

	DJIA
	8.7%
	28.9%
	10.0%
	11.8%

	S & P 500
	5.9%
	36.4%
	11.9%
	16.0%

	NASDAQ Composite
	2.6%
	37.6%
	8.0%
	17.9%

	Bloomberg Agg. Bond
	5.2%
	11.6%
	-1.4%
	0.3%

	Mutual Funds
	
	
	
	

	Domestic
	
	
	
	

	     Large Cap
	
	
	
	

	     Growth
	3.7%
	38.9%
	7.4%
	16.1%

	     Value
	8.0%
	27.1%
	9.6%
	11.2%

	    Small Cap
	
	
	
	

	     Growth
	7.5%
	25.7%
	-1.5%
	10.1%

	     Value
	8.1%
	22.7%
	6.5%
	11.0%


	International
	
	
	
	

	     Europe 
	6.3%
	25.1%
	4.6%
	8.6%

	     Latin America
	6.1%
	3.6%
	4.2%
	0.5%

	     Japan 
	5.4%
	22.3%
	5.1%
	8.2%

	     Pacific ex Japan 
	9.9%
	25.8%
	-0.4%
	6.0%

	     China 
	19.1%
	14.3%
	-9.8%
	1.8%

	     India 
	6.7%
	33.5%
	10.0%
	  14.9%


	
	QUARTER Ending 
9/30/2024
	12 MONTHS Ending
9/30/2024
	THREE YEARS Ending
9/30/2024
	FIVE YEARS Ending 
9/30/2024


	
	
	
	
	

	Corporate Bond
	
	
	
	

	      Long
	7.6%
	17.7%
	-4.3%
	-0.5%

	      Intermediate
	 5.0%
	11.6%
	-1.4%
	0.4%

	      Short
	 3.2%
	8.7%
	1.7%
	2.1%

	Government Bond
	
	
	
	

	      Long 
	7.7%
	14.7%
	-8.6%
	-4.3%

	      Intermediate
	4.8%
	10.4%
	-1.4%
	-0.1%

	      Short
	2.7%
	7.1%
	0.9%
	1.1%

	Municipal Bond
	
	
	
	

	      Long 
	2.9%
	12.8%
	-0.4%
	1.2%

	      Intermediate
	2.5%
	9.5%
	0.2%
	1.2%

	      Short
	1.9%
	6.0%
	1.2%
	1.4%



Market Outlook 

Geopolitical risks remain elevated. The Federal Reserve is expected to make two more interest rate reductions of 25 basis points each by year end.  This favorable action could be offset by a prolonged dock strike that has the potential to stall economic activity and push prices higher.. In addition, there is uncertainty surrounding the election outcome and the impact on regulatory and tax policy.  This uncertainly may cause businesses and individuals to defer investment plans until there is more clarity on policy.  

The Conference Board’s leading economic indicators triggered a recession signal in August.  The signal historically leads a recession by seven months.  Therefore, we may be in for a bumpy ride.  We recommend that asset allocation targets be maintained particularly for long term investors. A significant pull back may present an equity buying opportunity for long term investors (20 + years) only.  But for those at or near retirement sufficient liquidity (cash/bonds) should be maintained.
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 QUARTER   Ending    9 / 3 0 /20 2 4  12 MONTHS  Ending   9 /3 0 /20 2 4  THREE YEARS   Ending     9 / 3 0 /20 2 4  FIVE YEARS  Ending    9 /3 0 /20 2 4  

DJIA  8.7 %  28.9 %  10.0 %  1 1.8 %  

S & P 500  5.9 %  36.4 %  1 1.9 %  1 6.0 %  

NASDAQ Composite  2.6 %  37.6 %  8.0 %  1 7 . 9 %  

B l oo mb e r g   Agg.  B ond  5.2 %  11 .6 %  - 1.4 %  0. 3 %  

Mutual Funds      

Domestic      

      Large Cap      

      Growth  3.7 %  38.9 %  7.4 %  1 6 .1 %  

      Value  8. 0 %  27.1 %  9.6 %  11.2 %  

     Small Cap      

      Growth  7.5 %  25.7 %  - 1.5 %  10.1 %  

      Value  8.1 %  22.7 %  6.5 %  11.0 %  

International      

      Europe    6.3 %  25.1 %  4.6 %  8.6 %  

      Latin Am erica  6.1 %  3.6 %  4.2 %  0.5 %  

      Japan    5.4 %  22.3 %  5. 1 %  8.2 %  

      Pac ific   ex J a p a n    9.9 %  25.8 %  - 0.4 %  6.0 %  

      China   19.1 %  14.3 %  - 9.8 %  1.8 %  

      India    6.7 %  33.5 %  1 0.0 %     1 4.9 %  

