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Cut Me Mick!
It was Round 14, and a devastating right uppercut followed Creed’s relentless left jab; Rocky didn’t see it coming and was knocked
down yet again. As he rises, propped up by just the turnbuckle and corner rope, an amazed Creed cautiously closes in for final the
onslaught, only to be caught off-guard by four crushing body-blows by the bludgeoned southpaw. The round comes to an end, and
while sitting exhausted in his corner, the challenger mutters to his
trainer, “Cut me Mick, I can’t see.”
Previous Surprise Cuts | S&P Total Returns
Just as life imitates art, this past week witnessed a U.S. equity
market knocked down for an eight-count, only to get propped up by
an emergency rate cut and belief that a self-proclaimed socialist will
not lead the Democratic ticket come November. Together with
somewhat positive economic data, these events helped push the
S&P to two of its greatest single-day gains in history. While inflation
modestly surprised to the downside, personal income was
somewhat higher, consumer sentiment beat expectations, the final
read for February PMI was inline, non-manufacturing ISM eked to
the upside, and initial claims printed modestly below expectations.

Year
Date
Cut
Fed Funds
1998 10/15/98 -0.25%
5.00%
2001
1/3/01 -0.50%
6.00%
2001 4/18/01 -0.50%
4.50%
2001 9/17/01 -0.50%
3.00%
2008 1/22/08 -0.75%
3.50%
2020
3/2/20 -0.50%
1.25%
Average
Median

S&P Total Return
+6M
+1Y
27.1% 20.6%
-7.8% -12.4%
-13.1%
-7.9%
13.1% -14.6%
-1.5% -35.3%
?
?
3.5%
-9.9%
-1.5% -12.4%

But like the 1976 Best Picture Winner, we fear that while the U.S.
Source: FactSet and NEPCG
equity market (and economy) is trying to struggle back to its feet for
one last round, it will ultimately fall short. During several
conversations this week, we reminded clients of our January 31, 2020 note entitled, “The Punch You Don’t See Coming,” and the
implication of black-swan events, like Coronavirus. As we pointed out, what makes Coronavirus different from other outbreaks, is
that most others have occurred during the middle of an economic expansion or closer to a trough, and not at the height of market
valuations or end of an economic cycle. And now, what is building up to be as ominous, is the idea that the Federal Reserve has only
took emergency steps to cut rates five other times in history, all during times a significant economic uncertainty, and four times
during the 2001 and 2007 recessions. Based on our research, following an emergency rate cut, the S&P gained about 3.5% six-months
into the future, but was down by on average, almost 10% one-year out. Finally, we remind our readers that we have long held the
notion that the Fed is using its ammunition prematurely, leaving little-to-no slack for times of real need. With another 50bps cut
projected at the upcoming March 17-18 FMOC meeting, we feel another fear will become a reality. We’d love to hear your thoughts!

Emergency Rate Cuts Are Typically Not a Good Omen
The FOMC lowered the federal funds rate by 50 basis points to 4.5
percent and said risks were weighted toward economic weakness.

Following the “dotcom”
bubble in early 2000, the
FOMC enacted cut by
50bps to 6.0%.
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The FOMC cut the Fed Funds 50 basis points to 3 percent
in the wake of the financial fallout from the September
11 attacks.

Following Russian Debt Crisis
and LTCM, FOMC cut by 25
basis points down to 5.0%.
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The FOMC slashed interest
rates by 50bps in an attempt
to give the US economy a jolt
in the face of concerns about
the coronavirus outbreak.
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The FOMC cut the Fed funds rate by 75 basis points to 3.5%.
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Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and
do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any investment
area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only
be provided by qualified tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not
guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state or federal agency),
are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount invested. Portfolios
are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less
subject to governmental supervision than in the United States. The values of foreign securities can be affected by changes in currency rates, application of foreign
tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks, charges, and
expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be obtained from your investment
professional. Please read it before you invest. Investments in ETFs are subject to risk, including possible loss of the principal amount invested. This information
is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast Private Client Group’s approval.
S&P 500 Index is a market index generally considered representative of the stock market as a whole. The index focuses on the large-cap segment of the U.S.
equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively
traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the performance
of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market capitalization. NASDAQ Composite Index is a
market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's
security affects the index in proportion to its market value This commentary contains forward-looking statements and projections. Actual results may differ from
current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance.
Northeast Private Client Group makes no representation or warranty, express or implied that this information shall be relied upon as a promise or representation
regarding past or future performance. This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such
opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are unmanaged, and one cannot invest directly in an
index. Data and rates used were indicative of market conditions as of the date shown. Opinions, estimates, forecasts, and statements of financial market trends
are based on current market conditions and are subject to change without notice. Securities products and advisory services offered through Park Avenue
Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-owned subsidiary of The
Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private Client Group is not an affiliate or subsidiary of PAS or Guardian.
2020-96331 Exp. 6/20.
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