
 The Fed Recalibrates 
deed, core personal consumption ex-
penditures (PCE) rose by 0.1% in Au-
gust, a deceleration from core read-
ings of 0.2% in both June and July.  
Core PCE excludes volatile food and 
energy prices.  Headline PCE rose just 
0.1% in August, below consensus and 
cooler than July’s 0.2% rate.  On an 
annualized basis, core and headline 
PCE have gained 2.7% and 2.2% re-
spectively, a distant cry from the 
7.1% PCE peak of June 2022 and 
within close proximity to the Fed’s 2% 
target. Interestingly, annualized core 
PCE for the last three months has 
been running below the Fed’s target, 
so disinflationary momentum seems 
to be building.   

In turning its primary focus away from 
inflation to the other half of its dual 
mandate, the Fed is intent on pre-
venting further degradation of the 
labor market and the much-
anticipated soft economic landing is at 
hand.  While nonfarm payroll employ-
ment increased by a respectable 
142,000 jobs in August, previous 
months were revised lower.  Accord-
ing to JP Morgan, the average job 
gain over the last three months is 
116,000, well below the average 
202,000 monthly job gain over the 
last year.    

Unemployment stood at 4.2% at the 
end of August and the Fed expects 
the unemployment rate to rise to 
4.4% by the end of 2024 and stabilize 
at that slightly higher rate throughout 
2025.  This will be the single most 
important metric to follow and any 
material acceleration in unemploy-
ment will usher in more aggressive 
rate cuts by the Fed.  For now, con-
sensus expectations are for two more 
25 basis point cuts in 2024 and four 
25 basis point cuts in 2025, bringing 
the Fed Funds rate down to 3.5% by 
the end of next year.   

Other signs of a cooling economy, 
consumer spending increased by 
0.2% in August, below expectations 
and below the 0.5% increase in July.  
Since consumer spending accounts for 
two-thirds of the US economy, this 
trend bears watching.  In addition, 
the personal savings rate dropped to 

S 
ince we first issued our Outlook 
2024 in January and in subse-
quent April and July newsletters, 

we have been confident in our predic-
tion for the inevitable comeback of an 
equally weighted investment strategy.  
For almost two years now, market 
returns have been disproportionately 
led by a small group of mega-cap 
technology stocks, the so-called 
“Magnificent Seven.”  The fever may 
have finally broken as the average 
stock delivered a stellar third quarter 
return relative to the overall market.   

For the third quarter 2024, the S&P 
500, Dow Jones Industrial Average 
and NASDAQ Composite rose 5.53%, 
8.21% and 2.57% respectively.  
Meanwhile, the equally weighted S&P 
500 climbed 8.72% in the third quar-
ter.  That the average stock as meas-
ured by the equally weighted S&P 500 
outperformed the technology-heavy 
NASDAQ by such a wide margin 
bodes well for a continued broadening 
of market breadth as this bull market 
advances. Year-to-date, the S&P 500, 
Dow Jones Industrial Average and 
NASDAQ Composite are up 20.81%, 
12.31% and 21.17% respectively.  
The equal weighted S&P 500 is now 
up 14.10% year-to-date.        

As anticipated, the Federal Reserve 
cut the benchmark Fed Funds rate 
from a range of 5.25% to 5.5% to a 
lower range between 4.75% to 5%.  
With the previously higher range in 
place since July 2023, Fed Chair Pow-
ell has finally shifted the Fed’s primary 
focus from curbing inflation to stabiliz-
ing the labor market.  The Fed’s deci-
sion to cut rates by 50 basis points, 
instead of the more widely expected 
25 basis points, was somewhat sur-
prising and illustrates the Fed’s 
“commitment to make sure that we 
don’t fall behind.”  At his press con-
ference following the rate cut an-
nouncement, Chair Powell used varia-
tions of the term “recalibration” no 
less than eight times, emphasizing 
this important pivot in Fed policy. 

Although Powell has been reticent to 
claim as much, the need to recalibrate 
implies victory in the Fed’s hard-
fought battle against inflation.  In-

4.8% in August from 5.2% in July, 
illustrating the need for US consum-
ers to spend rather than save a high-
er level of disposable income.  De-
spite these trends, the US economy 
is on track for steady gains in 2024 
and the Fed’s median expectation 
calls for 2% GDP in both 2024 and 
2025.   

With interest rates falling and an 
amazing $6.8 trillion still resting in 
money market funds, there is consid-
erable dry powder to support equity 
prices as the relative appeal of cash 
continues to abate.  In addition, 
Goldman Sachs expects corporate 
buybacks to surpass $1 trillion for the 
first time in 2025.  As long as the Fed 
is able to successfully steer the econ-
omy away from recession, we sus-
pect that a buy-the-dip mentality will 
prevail.   

That said, high valuations are some-
what concerning, especially for the 
mega-cap technology cohort.  As in-
vestors ratchet down the market cap 
ladder, bargains become more widely 
available.  According to Yardeni Re-
search, the forward PE for the Mega-
Cap 8, S&P 500 LargeCap, S&P 400 
MidCap and S&P 600 SmallCap is 
28.8, 21.4, 15.9 and 15.6 respective-
ly.  Meanwhile, the forward PE for 
the S&P 500 Equal Weight Index is 
approximately 18.         

With the stock market near record 
highs, the looming Presidential elec-
tion may stir profit taking by traders 
speculating on outcome.  We believe 
the Fed’s recalibrated attention to 
the US economy trumps (pun intend-
ed) potential election year volatility.   
Regardless of who wins the White 
House, the odds favor continued 
gridlock where no single party 
sweeps. We intend to stay the course 
with our stable of world-class leading 
businesses that offer durable com-
petitive advantages and provide both 
consistent earnings growth and pre-
dictable, persistent growth of in-
come.   
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This presentation is solely for informational purposes. Data is pulled from sources believed to be reliable, but not independently verified. Past performance is no guarantee of future returns. Investing involves risk
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market capitalizations are adjusted by the number of shares available for public trading. Note: Investors cannot invest directly in an index. These unmanaged indices do not reflect management fees and

transaction costs that are associated with most investments.
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Charting the Markets 
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Charitable Planning 

As we approach year-end, it’s a great 'me to consider your plans for charitable giving to help maximize the impact 

on philanthropy you care about and possibly lower your tax bill.  Below, we have included a general overview of a 

few basic strategies to consider.  The tax benefits of specific strategies will depend on each donor’s personal fi-

nancial circumstances. 

Gi�ing Cash: 

For those who claim itemized deduc'ons on their tax return, gi0ing cash to qualified chari'es can lower your tax 

bill.  For taxpayers in a high tax bracket, deduc'ble cash contribu'ons can be par'cularly valuable, subject to 

annual limits.  The 2024 limit on cash dona'ons is 60% of the taxpayer’s adjusted gross income (AGI).  A charitable 

dona'on that exceeds the AGI limita'on may be carried forward for up to five subsequent tax years. 

Gi�ing Stock: 

The full fair market value of publicly traded securi'es held more than one year, donated to a qualified charity, can 

be claimed as an itemized deduc'on in the year the gi0 is made up to 30% of the taxpayer’s AGI. By dona'ng 

appreciated stock to charity, you will avoid the capital gains tax that would have been incurred if you sold the 

stock and donated cash proceeds, resul'ng in a larger gi0 to charity. This can be a par'cularly effec've strategy 

for clients with significant unrealized gains.  Dona'ons that exceed 30% of the donor’s AGI can be carried forward 

for five subsequent years.  

 

Qualified Charitable Distribu�on from an IRA: 

For those over age 70 ½, a qualified charitable distribu'on (QCD) is a non-taxable distribu'on directly from your 

IRA to a qualified charity.  For those over age 73 who are subject to annual required minimum distribu'ons 

(RMD), the QCD will count toward your RMD requirement up to $105,000 per individual in 2024.  The QCD can be 

par'cularly effec've for those who do not itemize since the QCD is not reported as taxable income or an itemized 

deduc'on, allowing the taxpayer to u'lize the standard deduc'on and s'll benefit from a gi0 to charity. In addi-

'on, some taxpayers may benefit further from the QCD by lowering taxable income that would have otherwise 

been recognized by taking their RMD, possibly pushing the taxpayer into a higher tax bracket, subjec'ng the tax-

payer to higher Medicare premiums, reducing AGI based deduc'ons such as medical expenses, or subjec'ng the 

taxpayer to the 3.8% net investment Income tax.  Amounts donated to a charity through a QCD that exceed the 

IRA owner’s RMD for the tax year will not sa'sfy a future year’s RMD. 

 

Charitable Gi� Annuity funded with an IRA QCD: 

The SECURE Act 2.0, effec've January 1, 2023, gave individual donors ages 70 ½ or older the ability to direct a one

-'me distribu'on of up to $53,000 in 2024 directly from their IRA to a qualified charity to create a charitable gi0 

annuity (CGA). The CGA is a contract between a donor and a qualified public charity that will pay the donor, the 

donor’s spouse, or both, a fixed income for life. The fixed income payout is based on the donor’s age, life expec-

tancy, and the number of income beneficiaries. CGA payout rates vary among chari'es and may be lower than 

regular annui'es since part of the gi0 is meant to benefit charity, in addi'on to the donor.  The distribu'on will be 

treated as a QCD and subject to annual QCD and CGA limits (2024 QCD limits are $105,000 and 2024 CGA limits 

are $53,000, adjusted for infla'on in future years). While the donated amount will not qualify as a charitable 

deduc'on, the CGA distribu'on from your IRA will sa'sfy all or a por'on of your RMD as non-taxable income. 

Income payments received from an IRA-funded CGA begin immediately and are fully taxed as ordinary income. 

CGAs are an irrevocable one-'me opportunity to fund a qualified charity directly from your IRA.  Future annuity 

payments will depend on the charity’s ability to pay. 

 

Donor Advised Fund: 

A donor-advised fund (DAF) is a fund sponsored by a public charity that allows donors to make a charitable contri-

bu'on, take an immediate tax deduc'on, and recommend grants from the fund to a variety of qualified chari'es. 

While the tax deduc'on for a dona'on to a DAF is immediate, the DAF allows a donor to decide which charity to 

support over 'me.   Once assets are contributed to the DAF, the funds can be invested for poten'al tax-free 

growth. Deduc'ons for contribu'ons to a DAF are subject to AGI limita'ons, 60% for cash gi0s and 30% for non-

cash assets held more than one year.  Charitable contribu'ons exceeding the current year AGI limita'on can be 

carried over for five subsequent years. While a QCD cannot be contributed to a DAF, publicly traded securi'es 

held more than one year from a taxable account can be contributed to a DAF subject to AGI limita'ons.  All contri-

bu'ons to a DAF are irrevocable.  

 

Other more complex strategies such as charitable trusts may be appropriate for some investors depending on 

personal circumstances.  Please contact us if you would like to evaluate how a certain charitable giving strategy 

may fit into your personal financial plan. 

 

                DeLynn Russell and James Van de Voorde 

 

Sources: Schwab, IRS.gov, Fidelity, Bankrate.com, American Council on Gi0 Annui'es 


