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The end of a cycle? 

Long and variable lags 
Economics is not a precise science. Central banks attempt 

to influence the economy through monetary policy 

(commonly by raising or lowering interest rates). The Fed 

uses monetary policy to attempt to achieve its dual 

mandate of price stability (low inflation) and full 

employment (economic growth). However, monetary policy 

affects the economy with “long and variable lags” –  

sometimes raising interest rates slows growth and lowers 

inflation quickly. Sometimes, it may take years for growth 

and inflation to slow. Inflation has fallen from 9.1% last 

year to 3.7% in August. This has led many market 

participants to believe that the Fed is near the end of its 

hiking cycle. So, what are the implications for investors?  

Hard or soft landing?
The short-term implications of the end of the hiking cycle 

depend on the near-term direction of growth and inflation. 

So far, growth has been remarkably resilient. The Atlanta 

Fed’s GDPNow estimates that the economy grew at close 

to 6% (annually) during August. The labor market remains 

very strong but is starting to show signs of slowing. This 

suggests that while the economy is slowing (even 

potentially into a recession), the slowdown may be mild.  

In our view, the bigger question is how quickly inflation will 

decline to the Fed’s 2% target. While inflation has fallen 

markedly, resilient economic growth suggests the path to 

the Fed’s target may be challenging. This implies 

potentially modest interest rate cuts, leaving short-term 

interest rates somewhere north of 4.5%. For shorter-term 

investors, who are less concerned with reinvestment risk, 

these levels are very attractive compared to the last ten 

years.  

Longer-term investors may want to consider ensuring their 

portfolios have sufficient levels of defensive and 

diversifying assets. For example, high-quality bonds (US 

Treasuries) offer reasonably high yields (compared to the 

last ten years) and good diversification benefits relative to 

equity portfolios.  

Stepping back and considering the big picture, we view the 

end of the hiking cycle as a positive for long-term 

investors. The end of the hiking cycle implies that this 

period of extremely high inflation is finally over. Historical 

analysis shows that long periods of high inflation are 

incredibly damaging to investors.  

Key takeaway 
This interest rate hiking cycle aims to lower economic 

growth, eventually lowering inflation. While the end of the 

cycle implies an economic slowdown (and maybe a 

recession), it also implies an end to a period of very high 

inflation. Long-term, this is a clear positive for investors. 

Key Takeaways 

o After 5.5% of interest rate hikes, many investors

believe the Fed is near the end of its hiking cycle.

o The long-term investment implications of this are

clearly positive in our view.

o Peaking interest rates may imply a slowdown in

growth, but they also imply an end to a period of

very high inflation – a clear positive for investors.
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Important Information 

This is for informational purposes only, is not a solicitation, and should not be considered investment, legal or tax 
advice. The information in this report has been drawn from sources believed to be reliable, but its accuracy is not 

guaranteed and is subject to change. Investors seeking more information should contact their financial advisor. 

Financial advisors may seek more information by contacting AssetMark at 800-664-5345. 

Investing involves risk, including the possible loss of principal. Past performance does not guarantee future 
results. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. There is no guarantee 

that a diversified portfolio will outperform a non-diversified portfolio. No investment strategy, such as asset allocation, 
can guarantee a profit or protect against loss. Actual client results will vary based on investment selection, timing, 

market conditions, and tax situation. It is not possible to invest directly in an index. Indexes are unmanaged, do not 
incur management fees, costs, and expenses, and cannot be invested in directly. Index performance assumes the 

reinvestment of dividends. 

Investments in equities, bonds, options, and other securities, whether held individually or through mutual funds and 

exchange-traded funds, can decline significantly in response to adverse market conditions, company-specific events, 
changes in exchange rates, and domestic, international, economic, and political developments.  

Bloomberg® and the referenced Bloomberg Index are service marks of Bloomberg Finance L.P. and its affiliates, 

(collectively, “Bloomberg”) and are used under license. Bloomberg does not approve or endorse this material, nor 

guarantees the accuracy or completeness of any information herein. Bloomberg and AssetMark, Inc. are separate and 

unaffiliated companies.   

AssetMark, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission. 
©2023 AssetMark, Inc. All rights reserved. 
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