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The S&P 500 fell the most in two months on July 31, ending the month with
muted returns after the Federal Reserve cut its key Fed funds lending rate by a ¼-point to a target range
of 2.0%-2.25%. While the easing was widely anticipated, the late-day selloff deepened after Fed Chairman
Jerome Powell characterized the first rate cut in 11 years as an insurance cut to sustain economic growth and
guard against downside trade-related risks. He labeled the move a “mid-cycle adjustment and not the
beginning of a long cutting cycle.” The shock stirred equity angst as market expectations had priced in up to
four ¼-point rate cuts over the next 12 months. Walking a thin line, Powell said the Fed could ease again if
needed. July month-ending volatility surged over 15% ending a 36-session streak that the S&P 500 traded
without moving up or down 1% or more. The S&P 500 ended July within 1.5% of its July 26 all-time high,
posting its sixth monthly gain in the past seven months.
Small cap equities underperformed last month, with the Russell 2000 Index gaining nearly 1% less than mid
and large cap companies. Among the 11 major sector groups, Communication Services and Technology led
gainers in July and year-to-date (YTD). Developed markets excluding the U.S. and Canada fell slightly more
than Emerging Markets in July. Globally, the MSCI All-Country World Index excluding the U.S. fell 1.21% in
July, cutting its year-to-date (YTD) gain to 12.22%.
Bond returns were broadly higher last month and YTD, led by longer-term maturities. The Bloomberg
Barclays US Government Index has gained 5.03% YTD, whereas the Bloomberg Barclays US Government
Long-Term Index has returned over twice as much this year (+11.10%). Investment-grade bonds of all types
posted a fractional gain last month, but outperformed relative to U.S. Government debt YTD. Municipal bonds
performed best in July, while noninvestment grade high-yield corporate bonds took the lead on a YTD basis.
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