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US equities favoured after rate cut 

 
Summary 

The US Federal Reserve started cutting interest rates for the first 

time in this cycle as it shifts focus from curbing inflation to supporting 

growth. It lowered its benchmark Fed funds target rate from a 23-year 

high of 5.5% by 50bps, slightly exceeding market expectations. 

The Fed also projected a total of 100bps and 200bps of rate cuts 

by end-2024 and end-2025, respectively (vs. 25bps and 125bps cuts 

projected in June). It cut its growth estimate for 2024, lowered its 

inflation estimate and raised its unemployment estimates for 2024/25. 

The S&P500 index fell 0.3% at close of trading, after scaling an 

all-time intraday high following the rate cut. The 10-year US 

government bond yield rose almost 6bps, the broad USD index (DXY) 

fell 0.3% and gold fell 0.4% from the previous day’s closing.   

The case to Overweight US equities remains intact. We expect a 

series of gradual Fed cuts over the next 12 months to help the US 

economy achieve a soft landing by lowering borrowing costs. Given 

this backdrop and a strong earnings outlook, we remain overweight 

the US relative to global equities.  

We would use any bounce in US government bond yields 

towards 4% to lock in an attractive income. Markets are pricing in 

200bps of rate cuts by end-2025. A Fed path less aggressive than this 

would likely lead to such a rebound in bond yields and the USD.  

 

Background 

The 50bps rate cut is the largest at the start of a rate easing cycle 

since 2007. Markets had anticipated an outsized cut ahead of the Fed 

meeting. This was likely a result of media reports citing unnamed Fed 

officials favouring a front-loaded series of cuts to make sure the Fed 

did not fall behind the curve as the economy cooled. Chair Powell said 

the outsized cut was “a sign of our commitment not to get behind”. 

The US job market has cooled significantly in recent months. 

While the economy has generated an average 116,000 net new jobs 

in the past three months, some leading indicators, such as a rising 

rate of permanent job losers and falling job openings/hiring rates, 

have raised the risk of the US unemployment rate rising significantly 

above its long-run estimate (4.2%). 

Falling US inflation has likely helped the Fed gain the confidence  

to ease policy. US headline and core inflation fell to 2.5% and 3.2% 

in August, respectively, from a cycle peak of 9.1% and 6.6% in 2022. 

This sharp decline in inflation means US policy rates had turned 

excessively restrictive. The Fed’s aim is likely to lower rates closer to 

estimates of neutral (2.9%), thus sustaining the ongoing expansion.  

Equities, USD and gold all fell, while bond yields rose 

on Wednesday following the Fed rate cut decision 

One-day price return following the Fed decision (%) 

 

Source: Bloomberg, Standard Chartered; 18-19 Sep close  

 
The Fed’s 50bps rate cut is the largest at the start of 

a policy easing cycle since 2007 

Fed funds target rate (%) 

 

Source: Bloomberg, Standard Chartered 

 

The Fed lowered its rate estimates for end-2024 and 

end-2025 and cut its growth and inflation estimates  

The Fed’s September projections vs. its June estimates 

 

Source: US Federal Reserve, Standard Chartered 
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What does this mean for investors? 

Fed rate cuts to help achieve a soft-landing. The outlook for 

various assets significantly depends on whether the US economy 

achieves an economic soft landing or falls into a recession. Gradual 

Fed rate cuts are likely to help sustain the consumption-driven US 

economic expansion by reducing borrowing costs for consumers and 

businesses. We believe the Fed has ample capacity to cut rates to 

achieve a soft-landing, given the decline in inflation over the past year. 

Historical trends suggest a US soft-landing driven by Fed rate 

cuts is likely to be positive for US equities over a 12-month period 

following the start of rate cuts (e.g., the soft-landings of 1987, 1995 

and 1998). Meanwhile, the US 10-year government bond yield and 

the US dollar typically rise in the 12 months after the Fed starts cutting 

rates in a soft-landing scenario.  

We stay overweight US equities within a broadly diversified 

asset allocation. Fed rate cuts are likely to lower borrowing costs for 

businesses, helping boost investment. US corporate balance sheets 

remain robust and the corporate earnings growth outlook remains 

strong. This is particularly so in growth sectors such as technology, 

where rising demand for generative artificial intelligence-related 

equipment and software is driving structural growth. Lower interest 

rates also help support valuations of long-term growth sector equities.   

US bond yields and the USD could see a near-term bounce. 

Aggressive market pricing for Fed rate cuts going into the Fed 

meeting means US government bond yields and the US dollar are 

likely to bounce in the near-term after the Fed projected a more 

gradual path of interest rate cuts relative to market expectations. 

Heading into the meeting, markets were pricing almost 120bps of rate 

cuts by end-2024 and a total 242bps of cuts by end-2025. Instead, 

the Fed’s updated projections show it plans to deliver a total of only 

100bps and 200bps of cuts by end-2024 and end-2025, respectively.  

Look for opportunity to lock-in bond yields. A Fed path less 

aggressive than this would likely lead to such a rebound in bond 

yields. We would use any bounce in US yields, especially in the 10-

year bond, towards 4% to lock-in attractive income over a longer term.  

Rangebound USD. We see little scope for a significant move in the 

broad-based USD. Already aggressive market pricing for Fed rate 

cuts limits room for further near-term downside as the Fed embarks 

on rate cuts. Meanwhile, any USD upside is likely to be limited in the 

near-term unless the ECB turns more aggressive in its rate cuts.  

Downside risk in USD/JPY. There is risk of further downside in 

USD/JPY, though, as expectations of further Fed rate cuts contrast 

with prospects of further rate hikes by the BoJ. Although the BoJ is 

likely to hold rates this week, we expect it to hike further in the coming 

months as it counters inflation pressures from rising wages. Divergent 

monetary policies mean US and Japan rates are likely to move closer 

to each other, raising the risk of lower USD/JPY.   

Risks to the outlook: Fed rate cuts do not guarantee an economic 

soft-landing. The risk is that the Fed is behind the curve and rate cuts 

are too late and the pace of cuts too slow to prevent a sharper 

downturn in the economy (e.g., the recessions of 1990, 2001 and 

2007). In such an event (to which we assign a low probability at this 

stage), bonds and gold typically outperform, while equities decline 

sharply. The USD’s performance has been mixed in this scenario: in 

the 2001 recession, the USD rose after the start of Fed rate cuts, while 

in the recessions that followed 1989 and 2007 rate cuts, the USD fell.  

 

US stocks have historically benefitted from Fed rate 

cuts that resulted in an economic soft-landing 

S&P500 index 12m trend after past Fed rate cuts 

 

Source: Bloomberg, Standard Chartered;  

Note: Fed rate cuts starting in 1987, 1995 and 1998 resulted   

in economic soft-landings, while cuts in 1989, 2001 and 2007  

failed to prevent recessions  

 

 

US bond yields have historically risen in the 12 

months following the start of Fed rate cuts in the 

event of an economic soft-landing (e.g., 1995, 1998) 

US 10-year yield 12m trend after past Fed rate cuts 

 

Source: Bloomberg, Standard Chartered 
 

 
The USD has typically gained in the 12 months after 

the start of Fed rate cuts that resulted in a soft 

landing 

USD index (DXY) 12m trend after past Fed rate cuts 

 

Source: Bloomberg, Standard Chartered 
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This document is confidential and may also be privileged. If you are not the intended recipient, please destroy all 

copies and notify the sender immediately. This document is being distributed for general information only and is 

subject to the relevant disclaimers available at our Standard Chartered website under Regulatory disclosures. It is 

not and does not constitute research material, independent research, an offer, recommendation or solicitation to 

enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any securities or other 

financial instruments. This document is for general evaluation only. It does not take into account the specific 

investment objectives, financial situation or particular needs of any particular person or class of persons and it has 

not been prepared for any particular person or class of persons. You should not rely on any contents of this document 

in making any investment decisions. Before making any investment, you should carefully read the relevant offering 

documents and seek independent legal, tax and regulatory advice. In particular, we recommend you to seek advice 

regarding the suitability of the investment product, taking into account your specific investment objectives, financial 

situation or particular needs, before you make a commitment to purchase the investment product. Opinions, 

projections and estimates are solely those of SC at the date of this document and subject to change without notice. 

Past performance is not indicative of future results and no representation or warranty is made regarding future 

performance. The value of investments, and the income from them, can go down as well as up, and you may not 

recover the amount of your original investment. You are not certain to make a profit and may lose money. Any forecast 

contained herein as to likely future movements in rates or prices or likely future events or occurrences constitutes an 

opinion only and is not indicative of actual future movements in rates or prices or actual future events or occurrences 

(as the case may be). This document must not be forwarded or otherwise made available to any other person without 

the express written consent of the Standard Chartered Group (as defined below). Standard Chartered Bank is 

incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The Principal Office of 

the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is 

authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential 

Regulation Authority. Standard Chartered PLC, the ultimate parent company of Standard Chartered Bank, together 

with its subsidiaries and affiliates (including each branch or representative office), form the Standard Chartered 

Group. Standard Chartered Private Bank is the private banking division of Standard Chartered. Private banking 

activities may be carried out internationally by different legal entities and affiliates within the Standard Chartered 

Group (each an “SC Group Entity”) according to local regulatory requirements. Not all products and services are 

provided by all branches, subsidiaries and affiliates within the Standard Chartered Group. Some of the SC Group 

Entities only act as representatives of Standard Chartered Private Bank and may not be able to offer products and 

services or offer advice to clients.  

 

Copyright © 2024, Accounting Research & Analytics, LLC d/b/a CFRA (and its affiliates, as applicable). Reproduction 

of content provided by CFRA in any form is prohibited except with the prior written permission of CFRA. CFRA content 

is not investment advice and a reference to or observation concerning a security or investment provided in the CFRA 

SERVICES is not a recommendation to buy, sell or hold such investment or security or make any other investment 

decisions. The CFRA content contains opinions of CFRA based upon publicly-available information that CFRA 

believes to be reliable and the opinions are subject to change without notice. This analysis has not been submitted 

to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. 

While CFRA exercised due care in compiling this analysis, CFRA, ITS THIRD-PARTY SUPPLIERS, AND ALL 

RELATED ENTITIES SPECIFICALLY DISCLAIM ALL WARRANTIES, EXPRESS OR IMPLIED, INCLUDING, BUT 

NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE 

OR USE, to the full extent permitted by law, regarding the accuracy, completeness, or usefulness of this information 

and assumes no liability with respect to the consequences of relying on this information for investment or other 

purposes. No content provided by CFRA (including ratings, credit-related analyses and data, valuations, model, 

software or other application or output therefrom) or any part thereof may be modified, reverse engineered, 

reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior 

written permission of CFRA, and such content shall not be used for any unlawful or unauthorized purposes. CFRA 

and any third-party providers, as well as their directors, officers, shareholders, employees or agents do not guarantee 

the accuracy, completeness, timeliness or availability of such content. In no event shall CFRA, its affiliates, or their 

third-party suppliers be liable for any direct, indirect, special, or consequential damages, costs, expenses, legal fees, 

or losses (including lost income or lost profit and opportunity costs) in connection with a subscriber’s, subscriber’s 
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Market Abuse Regulation (MAR) Disclaimer 

Banking activities may be carried out internationally by different branches, subsidiaries and affiliates within the 

Standard Chartered Group according to local regulatory requirements. Opinions may contain outright “buy”, “sell”, 

“hold” or other opinions. The time horizon of this opinion is dependent on prevailing market conditions and there is 

no planned frequency for updates to the opinion. This opinion is not independent of Standard Chartered Group’s 

trading strategies or positions. Standard Chartered Group and/or its affiliates or its respective officers, directors, 

employee benefit programmes or employees, including persons involved in the preparation or issuance of this 

document may at any time, to the extent permitted by applicable law and/or regulation, be long or short any securities 

or financial instruments referred to in this document or have material interest in any such securities or related 

investments. Therefore, it is possible, and you should assume, that Standard Chartered Group has a material interest 

in one or more of the financial instruments mentioned herein. Please refer to our Standard Chartered website under 

Regulatory disclosures for more detailed disclosures, including past opinions/ recommendations in the last 12 months 

and conflict of interests, as well as disclaimers. A covering strategist may have a financial interest in the debt or equity 

securities of this company/issuer. This document must not be forwarded or otherwise made available to any other 

person without the express written consent of Standard Chartered Group. 

 

Sustainable Investments  

Any ESG data used or referred to has been provided by Morningstar, Sustainalytics, MSCI or Bloomberg. Refer to 

1) Morningstar website under Sustainable Investing, 2) Sustainalytics website under ESG Risk Ratings, 3) MCSI 

website under ESG Business Involvement Screening Research and 4) Bloomberg green, social & sustainability 

bonds guide for more information. The ESG data is as at the date of publication based on data provided, is for 

informational purpose only and is not warranted to be complete, timely, accurate or suitable for a particular purpose, 

and it may be subject to change. Sustainable Investments (SI): This refers to funds that have been classified as 

‘Sustainable Investments’ by Morningstar. SI funds have explicitly stated in their prospectus and regulatory filings 

that they either incorporate ESG factors into the investment process or have a thematic focus on the environment, 

gender diversity, low carbon, renewable energy, water or community development. For equity, it refers to 

shares/stocks issued by companies with Sustainalytics ESG Risk Rating of Low/Negligible. For bonds, it refers to 

debt instruments issued by issuers with Sustainalytics ESG Risk Rating of Low/Negligible, and/or those being certified 

green, social, sustainable bonds by Bloomberg. For structured products, it refers to products that are issued by any 

issuer who has a Sustainable Finance framework that aligns with Standard Chartered’s Green and Sustainable 

Product Framework, with underlying assets that are part of the Sustainable Investment universe or separately 

approved by Standard Chartered’s Sustainable Finance Governance Committee.  

 

Country/Market Specific Disclosures 
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Islamic window. China Mainland: This document is being distributed in China by, and is attributable to, Standard 

Chartered Bank (China) Limited which is mainly regulated by National Financial Regulatory Administration (NFRA), 

State Administration of Foreign Exchange (SAFE), and People’s Bank of China (PBOC). Hong Kong: In Hong Kong, 

this document, except for any portion advising on or facilitating any decision on futures contracts trading, is distributed 
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regulated by the Hong Kong Monetary Authority and registered with the Securities and Futures Commission (“SFC”) 

to carry on Type 1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and 

Type 9 (asset management) regulated activity under the Securities and Futures Ordinance (Cap. 571) (“SFO”) (CE 

No. AJI614). The contents of this document have not been reviewed by any regulatory authority in Hong Kong and 

you are advised to exercise caution in relation to any offer set out herein. If you are in doubt about any of the contents 

of this document, you should obtain independent professional advice. Any product named herein may not be offered 

or sold in Hong Kong by means of any document at any time other than to “professional investors” as defined in the 

SFO and any rules made under that ordinance. In addition, this document may not be issued or possessed for the 

purposes of issue, whether in Hong Kong or elsewhere, and any interests may not be disposed of, to any person 
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Services Authority (“DFSA”). This document is intended for use only by Professional Clients and is not directed at 

Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorised to provide financial services only to 

clients who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional 

Client you will not be given the higher retail client protection and compensation rights and if you use your right to be 

classified as a Retail Client we will be unable to provide financial services and products to you as we do not hold the 

required license to undertake such activities. For Islamic transactions, we are acting under the supervision of our 

Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available 
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on the Standard Chartered Bank website in the Islamic banking section. For residents of the UAE – Standard 

Chartered Bank UAE does not provide financial analysis or consultation services in or into the UAE within the meaning 

of UAE Securities and Commodities Authority Decision No. 48/r of 2008 concerning financial consultation and 

financial analysis. Uganda: Our Investment products and services are distributed by Standard Chartered Bank 

Uganda Limited, which is licensed by the Capital Markets Authority as an investment adviser. United Kingdom: In 

the UK, Standard Chartered Bank is authorised by the Prudential Regulation Authority and regulated by the Financial 

Conduct Authority and Prudential Regulation Authority. This communication has been approved by Standard 

Chartered Bank for the purposes of Section 21 (2) (b) of the United Kingdom’s Financial Services and Markets Act 

2000 (“FSMA”) as amended in 2010 and 2012 only. Standard Chartered Bank (trading as Standard Chartered Private 

Bank) is also an authorised financial services provider (license number 45747) in terms of the South African Financial 

Advisory and Intermediary Services Act, 2002. The Materials have not been prepared in accordance with UK legal 

requirements designed to promote the independence of investment research, and that it is not subject to any 

prohibition on dealing ahead of the dissemination of investment research. Vietnam: This document is being 

distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated 

by State Bank of Vietnam (SBV). Recipients in Vietnam should contact Standard Chartered Bank (Vietnam) Limited 

for any queries regarding any content of this document. Zambia: This document is distributed by Standard Chartered 

Bank Zambia Plc, a company incorporated in Zambia and registered as a commercial bank and licensed by the Bank 

of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia. 

 


