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REVIEW AND OUTLOOK 
08/5/2024 

 
Executive Summary 
John Augustine, CFA, Chief Investment Officer  
 
Year-to-Date market total returns: 

 
 
Themes of the month: 
1. The Fed changes its focus. 
2. Corporate earnings are doing it again. 
3. Treasury yields move noticeably lower. 

 
Summary Outlook 
 
Fed Chair Powell now says that the Federal Open Market Committee (FOMC) would cut its benchmark 
Fed Funds Rate ‘as soon as’ the September 17-18 meeting.  This is important as some U.S. economic and 
employment data now soften.  The area that needs to cooperate is inflation, and specifically, the PCE Price 
Index that the Fed follows closely (NOTE:  That inflation report will be updated on August 30th.)  The bond 
futures market now sees three rate cuts this year and four more in 2025. 
 
As of this writing, 378 of the S&P 500 have reported second quarter earnings.  Eighty percent of those 
companies have beaten their earnings estimates with earnings per share higher by +12.7% from the prior 
year.  This is impressive and important considering that the expectation for earnings per share growth 
was +8.3% coming into earnings season. 
 
During the month of June, Treasury yields did not seem to want to move lower.  During July both the 2-
year and 10-year Treasury yields moved noticeably lower (…the 2-year yield from 4.75% to 4.25% and the 
10-year from 4.39% to 4.03%), and now early in August the yields are even lower with the pullback in 
stocks.  With inflation moving lower and a softening in the U.S. labor market, yields moving lower is 
arguably good news for the beleaguered housing market and many U.S. consumers.  Now it is up to 
inflation and the Fed to see if this trend can continue. 
 
See what is on our economic, fixed income and equity teams minds to follow… 
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Economic Review 
Olu Omodunbi, Chief Economist 
 
The July employment report from the Bureau of Labor Statistics (BLS) provided more evidence that the 
U.S. labor market is under stress. Nonfarm payroll gains slowed to 114,000 in July from 179,000 (revised 
from 206,000 in the initial estimate) in June. Financial markets were expecting job growth of 175,000. 
Extreme weather conditions in July did not have an impact on the employment data. The BLS noted that 
“Hurricane Beryl had no discernible effect on the national employment and unemployment data for July.” 
The unemployment rate edged higher for the fourth consecutive month, rising to 4.3%, the highest rate 
since October 2021. The diffusion index for job growth, which measures the breadth of job gains, fell in 
July to the weakest level since April 2020. The healthcare sector led employment growth, adding 55,000 
jobs, slightly below the monthly average of 63,000 over the prior 12 months. 
 
As widely expected, the Federal Open Market Committee (FOMC) held the federal funds rate steady at its 
policy meeting on July 30-31. There were a few small tweaks between the statements from June to July. 
The Committee noted in July that it “is attentive to the risks to both sides of its dual mandate.” The June 
statement noted that the Committee “remains highly attentive to inflation risks.” In his post-meeting 
press conference, Fed Chair Jerome Powell sounded more dovish than the press statement, noting that 
the reduction of the policy rate could happen as soon as September depending on the totality of the data. 
Price pressures eased further in June, according to the personal consumption expenditures (PCE) index. 
The headline PCE index rose 2.5% in June from a year earlier, the slowest pace in four months. The core 
PCE index, which excludes volatile food and energy prices, rose 2.6% in June from a year ago. In fact, the 
Federal Reserve aims for inflation that averages 2% over the long run. Chair Powell has noted that inflation 
does not need to be at 2% for the Fed to start cutting rates as long as FOMC officials are confident that it 
is moving sustainably toward 2%.  
 
The U.S. economy grew stronger than expected in the second quarter of this year according to initial 
estimates from the Bureau of Economic Analysis. Real GDP increased at an annual rate of 2.8% in the 
second quarter of 2024, better than market expectations for an increase of 2.0%. Real GDP increased 1.4% 
in the first quarter of 2024. Consumer spending, gross private domestic investment, government spending 
and inventories contributed to economic growth last quarter. Trade subtracted from growth. Real final 
sales of domestic product, which is GDP excluding the change in private inventories, increased 2% in the 
second quarter, after increasing 1.8% in the first quarter. Final sales to private domestic purchasers, which 
is the sum of personal consumption expenditures and gross private fixed investment, increased 2.6% in 
the prior quarter, the same pace as the first quarter. 
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House price growth decelerated in May according to the S&P CoreLogic Case-Shiller price index. The S&P 
CoreLogic Case-Shiller price index seeks to track the value of single-family homes in the nine U.S. Census 
divisions. U.S. house prices rose 5.9% in May from a year ago, down from 6.4% in April. House prices 
increased 0.3% in May from the prior month, same pace as in April. House prices have now increased 
monthly for 16 straight months. The S&P CoreLogic Case-Shiller 20-City index, which seeks to measure the 
value of homes in 20 major U.S. metropolitan regions, rose 0.3% in May, slightly down from 0.4% in April. 
Detroit, New York, and Cleveland recorded the strongest month-over-month price increases while house 
prices declined in Dallas, Portland, and Phoenix. Limited housing inventories, particularly for previously 
owned homes, are putting upward pressures on prices nationally. The inventory of existing homes for sale 
rose to 1.32 million in June, below the 2015-to-2019 average of 1.88 million.  
 
The U.S. manufacturing sector contracted in July at the sharpest pace in eight months, according to the 
Institute for Supply Management. The ISM index decreased for the fourth straight month in July, falling to 
46.8 from 48.5 in June. The report noted that “respondent’s companies have limited their investments in 
inventory, as growth prospects remain cloudy.” The manufacturing sector has remained in contractionary 
territory for 20 out of the last 21 months due to elevated interest rates, inflation and weak external 
demand.  
 
Restrictive monetary policy is working its way through the U.S. economy. Inflation has cooled significantly 
in recent years, but FOMC officials want to see more “good data” before cutting the federal funds rate. 
Given the strength of the U.S. economy and a decent overall labor market, the FOMC is retaining 
optionality before it cuts rates. However, the labor market is showing signs of weakness; the 
unemployment rate has risen for four straight months. Additionally, job growth slowed in the first half of 
2024. With the substantial progress on the inflation front and the softening in labor market activity, 
Huntington Private Bank expects two to three 25-basis-point rate cuts in the second half of 2024, with the 
first cut likely in September. 
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Fixed Income Markets 
Kirk Mentzer, Senior Vice President, Director of Fixed Income  
 
Themes of the month: 
1. Improving inflation trends helped U.S. Treasury market yields decline across the curve. 
2. The yield curve is the least inverted since January of this year. 
3. Investors again showed a preference for higher quality issuers again in July. 
 
By the numbers: 
1. U.S. Treasury Market: Substantial improvement in the inflation picture and softening labor markets 

served to drive interest rates dramatically lower in July. U.S. Treasury market yields declined across 
the curve with the 2-year falling -50 bp and 10-year down -37 bp to 4.03%. Taken together,  
U.S. Treasury markets produced a +2.19% total return for the month. 

2. Yield curve: The U.S. Treasury curve remained inverted during July. Using the difference in yield 
between 2- and 10-year U.S. Treasury securities as a guide, the yield curve began the month at -36 bp 
and noticeably less inverted at -23 bp. This is the least inverted since January of this year. The yield 
curve has now been inverted for 25 months, one of the longest stretches on record. 

3. Tax-exempt municipal bonds: Municipals lagged the overall bond market rally in July with a total 
return of 0.91%, or -128 bp behind Treasuries. Strong seasonal redemption activity continues to 
provide a steady source of demand that has allowed the market to absorb above average new issue 
supply with minimal effect on rates and valuations. August should provide another boost in demand 
as redemptions peak for the year at $43 billion before falling to just $20 billion in September. 

4. Investment Grade (IG) corporate bonds: In July, IG credit spreads widened +1 bp to +94 bp, 
generating -0.03% excess return using equivalent maturity Treasury issues.  
• YIELD CURVE: Returns were mixed across the curve. Reversing last month’s move, shorter 

maturity (1-3 years) narrowed -3 bp and longer maturity (10+ years) widened +2 bp. Intermediate 
5–7-year issues fared worst, widening +3 bp.   

• CREDIT QUALITY:  Investors again showed a preference for higher quality issuers. the highest-
rated AAA issuers showing the best results with a -1 bp in spread narrowing. Performance trailed 
off as investors stepped down in quality to AA and A with +1 bp widening, followed by BBB-rated 
widening +3 bp. 

• SECTOR: Financial issuers led the relative performance derby with no change in credit spreads. 
Utilities and Industrials trailed with spreads widening +1 bp and +2 bp respectively. 
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Fixed Income Outlook 
 
We believe the U.S. Treasury yield curve will steepen substantially in the medium to longer term 
time-period. The move towards a more normal yield curve began last July, advancing unevenly along the 
way (please see the nearby yield chart). The reasons for a “de-inversion” to continue are many, starting 
with fundamentals.  
 
• The Federal Reserve has completed their tightening campaign and markets are expecting a reduction 

in federal funds rate in late summer or early fall. Short-term yields are a major driver of the yield curve 
shape, and a Fed on-hold removes a major flattening force. When the Fed begins reducing rates, we 
expect short-term rates to fall more rapidly than longer-term bonds. Last month illustrated the point 
as markets began to anticipate an upcoming rate cut. 

• Fiscal policy has been expansionary, and an election year is unlikely to see much restraint in 
government spending.  

• There are several technical reasons to believe the yield curve will steepen further. In the past five 
decades, there have been six major yield curve steepening moves. Nearly all started from inverted 
positions and the present cycle began at near-record levels (only 1980 was more inverted).   

• More recently, expectations for an increase in Treasury supply, have served to help steepen the curve. 
 
For fixed income investors in the intermediate (1- to 10-year maturity range) style objective, a “bullet” 
structure is desired for better returns. For instance, over-weighting middle maturity bonds in the 4- to 
7-year range will provide higher total returns than a portfolio invested in a “barbell” structure that places 
simultaneous emphasis on short- and longer-term maturity bonds. 
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Our view on investment grade credit remains neutral on a tactical basis. Huntington Private Bank expects 
the disinflation process will continue over the next several months. In this scenario, credit spreads would 
likely remain stable but offset by historically rich valuations. With IG credit spreads barely above recent 
narrow levels at +94 bp vs U.S. Treasury markets, there are not many observations below present levels 
over the past 20 years. With valuations running ahead of estimated default risks, this is not a time for 
aggressively overweighting credit. In our view, the risk is not being adequately compensated. 
 
We therefore expect credit (corporate) to remain range bound. As such, we will allow current holdings to 
mature as scheduled rather than outright sales. Collecting incremental income from IG corporate bonds 
is a likely outcome for the near-term. Investors are encouraged to remain focused on higher quality  
A-rated issuers while maintaining well diversified portfolios. Should credit spreads widen moderately, we 
will revisit this position and consider moving back to a more overweight stance. 
 
Equity Markets 
Randall Hare, Senior Vice President, Director of Equity Research 
 
July 2024 was marked by significant volatility and notable developments across various sectors. The month 
began with optimism, driven by positive economic data and corporate earnings reports. However, 
concerns about inflation, geopolitical tensions, and mixed economic indicators led to fluctuations in 
investor sentiment. In this summary, we will delve into key market trends, sector performances, individual 
stock movements, and significant economic and geopolitical events that shaped the market. 
 
Major Market Moves 
 
1. The S&P 500 experienced a relatively flat performance throughout July, closing the month with a slight 

gain. The index faced headwinds from tech and consumer discretionary sectors but was buoyed by 
strength in healthcare and energy. 

2. The technology sector faced a challenging month. While major tech companies like Apple, Microsoft, 
and Amazon reported strong earnings, the sector was impacted by concerns over high valuations and 
potential regulatory actions. Semiconductors, in particular, experienced volatility due to supply chain 
issues and mixed demand forecasts. 

3. Healthcare was one of the best-performing sectors in July. The sector benefited from positive earnings 
reports, particularly from pharmaceutical and biotechnology companies. The approval of new drugs 
and treatments, along with ongoing M&A activity, contributed to investor enthusiasm. 

4. The financial sector had a positive month, driven by strong earnings reports from major banks. Higher 
interest rates and improved net interest margins bolstered profitability. Additionally, the sector 
benefited from increased trading activity and asset management growth. 

5. The utilities sector saw modest gains as investors sought defensive plays amid market uncertainty. The 
sector benefited from its relatively stable earnings and dividend yields. 
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The outlook remains mixed: 
 
1. July marked the peak of the second-quarter earnings season. Overall, corporate earnings were strong, 

with many companies beating analyst expectations. However, guidance for future quarters was mixed, 
with some companies expressing caution due to economic uncertainties. 

2. Across the board, companies are grappling with rising input costs, including labor, raw materials, and 
transportation. These cost pressures may erode profit margins, particularly if companies are unable 
to pass on higher costs to consumers. Shareholder returns in the form of buybacks and dividends 
remain a key component of the earnings outlook. Many companies have resumed or increased their 
share buyback programs, providing support to stock prices. 

3. Geopolitical events, including tensions in the Middle East and trade disputes, added to market 
uncertainty. The situation in the Middle East led to concerns about oil supply disruptions, contributing 
to the rise in crude prices. Additionally, trade negotiations between the U.S. and China remained a 
focal point, with investors monitoring developments closely. 

 
Conclusion 
July 2024 was a month of mixed performance and heightened volatility in the stock market. While strong 
corporate earnings and economic data provided support, concerns about inflation, monetary policy, and 
geopolitical tensions led to fluctuations in investor sentiment. The technology sector faced challenges, 
while healthcare and energy emerged as strong performers. Investors navigated a complex landscape of 
economic indicators and corporate developments, seeking to balance risk and opportunity. As the market 
moves into August, attention will remain focused on inflation data, Federal Reserve policy, and global 
events that could impact economic growth and market stability. 
 
In summary, we remain cautiously optimistic on stocks right now, and treat August’s pullback as one that 
might present investors with an investable base from which to selectively put money to work. 
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This publication contains general information. The views and strategies described may not be suitable for all 
investors. Any forecasts presented are for illustrative purposes only and are not to be relied upon as advice or 
interpreted as a recommendation. Individuals should consult with their investment adviser regarding their 
particular circumstances. This material has been prepared for informational purposes only, and is not intended to 
provide, and should not be relied on for, accounting, legal or tax advice. Contents herein have been compiled or 
derived in part from sources believed reliable and contain information and opinions that are accurate and 
complete. However, Huntington is not responsible for those sources and makes no representation or warranty, 
express or implied, in respect thereof, and takes no responsibility for any errors and omissions. The opinions, 
estimates and projections contained herein are as of the date of this publication and are subject to change without 
notice. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. 
Investing in securities involves risk, including possible loss of principal amount invested. Past performance is no 
guarantee of future results.  
 
International investing involves special risks including currency risk, increased volatility of foreign securities, 
political risks, and differences in auditing and other financial standards. Prices of emerging markets securities can 
be significantly more volatile than the prices of securities in developed countries and currency risk and political 
risks are accentuated in emerging markets.  
 
Bonds are affected by a number of risks, including fluctuations in interest rates, credit risks, and prepayment risk. 
In general, as prevailing interest rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline 
in an issuer’s credit rating or credit worthiness, causes a bond’s price to decline. 
 
Huntington Private Bank® is a team of professionals dedicated to delivering a full range of wealth and financial 
services. The team is comprised of Private Bankers, who offer premium banking solutions, Wealth, and 
Investments Management professionals, who provide, among other services, trust and estate administration and 
portfolio management from The Huntington National Bank, and licensed investment representatives of The 
Huntington Investment Company, who offers securities and investment advisory services. Huntington Private 
Bank® is a federally registered service mark of Huntington Bancshares Incorporated. 
 
The Huntington Investment Company is a registered broker dealer, member FINRA/SIPC, and a registered 
investment adviser with the U.S. Securities and Exchange Commission (SEC). The Huntington Investment Company 
is a wholly owned subsidiary of Huntington Bancshares Incorporated.  
 
Insurance products are offered by Huntington Insurance, a subsidiary of Huntington Bancshares Incorporated and 
underwritten by third party insurance carriers not affiliated with Huntington Insurance.  
 
Trust and investment management services are provided by The Huntington National Bank, a national bank with 
fiduciary powers. The Huntington National Bank is a wholly owned subsidiary of Huntington Bancshares 
Incorporated.  
 
Investment, Insurance and Non – Deposit Trust products are: NOT A DEPOSIT • NOT FDIC INSURED • NOT 
GUARANTEED BY THE BANK • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY • MAY LOSE VALUE  

The Huntington National Bank is Member FDIC. ⬢®, Huntington®, ⬢Huntington® and Huntington Private Bank® are 
federally registered service marks of Huntington Bancshares Incorporated. ©2024 Huntington Bancshares 
Incorporated. 
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August 2024 | Fed Opens Door to September Rate Cut; U.S. Labor Market Cools  

 

 
The Federal Open Market Committee (FOMC) held the federal 
funds rate steady at the 23-year high of 5.25% to 5.50% at 
the conclusion of its two-day meeting on July 31. The FOMC 
statement noted that the Committee wants to see more 
evidence of slowing inflation before it starts cutting the 
federal funds rate. However, the U.S. labor market is under 
stress and the FOMC is now equally concerned about inflation 
and the labor market after mainly focusing on inflation over 
the past couple of years. Federal Reserve Chair, Jerome 
Powell, noted at the post-meeting conference that the FOMC 
is prepared to respond if inflation falls more quickly than 
anticipated or if the labor market weakens unexpectedly.  

 
Nonfarm payroll gains were weaker than expected in July, 
according to the establishment survey from the Bureau of 
Labor Statistics. The U.S. economy added 114,000 jobs in  

 

July, below market expectations for 175,000, and following 
job growth of 179,000 (revised from 206,000) in June. The 
unemployment rate rose for the fourth straight month, rising 
to 4.3% in July. Wage growth slowed as average hourly 
earnings increased 3.6% in July from a year ago, down from 
3.8% (revised from 3.9%) in June. More strains are 
appearing in the labor market. Temporary help employment 
fell in July to the lowest level since November 2020. 
Americans are working fewer hours; average weekly hours 
have softened this year, pointing to weaker labor demand.  

 
The U.S. economy grew stronger than expected in the second 
quarter of this year, according to the advance estimate from 
the Bureau of Economic Analysis. The second-quarter real GDP 
reading showed broad-based growth as consumer spending, 
gross private domestic investment, government spending, and 
inventories contributed to growth. Trade subtracted from real 
GDP growth.  
 
Monetary policy is restrictive, and it could take around 12 to 18 
months for the full effects of tight monetary policy to be felt in 
the real economy. After raising the federal funds rate to a 23-
year high in July 2023, the U.S. economy grew stronger than 
expected last year. However, the labor market and the broader 
U.S. economy has lost momentum this year. Consumer balance 
sheets are getting weaker, particularly for lower- and middle

 
 

Fig. 1: Fed is Very Focused on the Labor Market 

Highlights 

 The FOMC held the federal funds rate 
steady in July and opened the door to a 
September rate cut. 

 The July jobs report showed more strains in 
the U.S. labor market. 

 Huntington Private Bank expects two to 
three 25-basis-point cuts later this year. 

Olu Omodunbi, Ph.D. 
Chief Economist 
Huntington Private Bank® 

Fig. 2: The U.S. Labor Market is Losing Steam 

https://www.huntington.com/private-bank/insights/meet-the-experts/omodunbi-olu




 

 
 

 
 

The information provided in this document is intended solely for general informational purposes and is provided with the understanding that neither 
Huntington, its affiliates nor any other party is engaging in rendering tax, financial, legal, technical or other professional advice or services or endorsing any 
third-party product or service. Any use of this information should be done only in consultation with a qualified and licensed professional who can take into 
account all relevant factors and desired outcomes in the context of the facts surrounding your particular circumstances. The information in this document 
was developed with reasonable care and attention. However, it is possible that some of the information is incomplete, incorrect, or inapplicable to 
particular circumstances or conditions. NEITHER HUNTINGTON NOR ITS AFFILIATES SHALL HAVE LIABILITY FOR ANY DAMAGES, LOSSES, COSTS OR EXPENSES 
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Huntington Private Bank® is a team of professionals dedicated to delivering a full range of wealth and financial services. The team is comprised of Private 
Bankers, who offer premium banking solutions, Wealth and Investment Management professionals, who provide, among other services, trust and estate 
administration and portfolio management from The Huntington National Bank, and licensed investment representatives of The Huntington Investment 
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federally registered service marks of Huntington Bancshares Incorporated. © 2024 Huntington Bancshares Incorporated. 
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