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WEEKLY ECONOMIC UPDATE NOV. 11, 2024

Stocks surged higher last week, fueled by the Fed’s rate cut decision
and post-election enthusiasm as investors looked to future policy
impacts of a Republican-controlled Senate and executive branch.
(The House of Representatives remains undecided.)

The Standard & Poor’s 500 Index spiked 4.65 percent, while the
Nasdaq Composite Index gained 5.74 percent. The Dow Jones
Industrial Average rose 4.61 percent. The MSCI EAFE Index, which
tracks developed overseas stock markets, was flat (-0.02 percent).’?

Stocks Extend Rally on Election News
It was a shaky start to the week for stocks as investors anxiously
awaited election results and the Fed’s interest-rate decision.?

On Election Day, stocks rallied broadly before polling places closed.
After the election was called early the next morning, stocks opened
higher and climbed throughout the trading session. The yield on the
10-year Treasury fell to 4.307 percent.*?

Stocks opened higher Thursday, and the rally picked up momentum
after the Federal Reserve approved its second consecutive interest
rate cut. Economic news that showed a 2.2 percentrise in third-
quarter productivity helped support the move.®’

Stocks finished the week with a number of records: the S&P 500
crossed the 6,000 mark, and the Dow breached 44,000 for the first
time on Friday. While the S&P and Dow closed slightly below those
record levels, each had their best week in a year.®
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Fed Cuts Rates
As expected, the Federal Reserve cut interest rates by a
quarter percentage point at its November meeting.

However, Fed Chair Jerome Powell sighaled some
uncertainty about the pace of future rate cuts, which slightly
unsettled the markets.

Citing a desire to “steer between the risk of moving too
quickly and perhaps undermining our progress on inflation,
or moving too slowly and allowing the labor market to
weaken too much,” Powell said the Fed will continue to
monitor the economy’s progress.®

This Week: Key Economic Data

Tuesday: Fed Officials Neel Kashkari and Patrick Harker
speak.

Wednesday: Consumer Price Index. Fed Officials Lorie
Logan, Alberto Musalem, and Jeffrey Schmid speak. Treasury
Buyback Announcement.

Thursday: Producer Price Index. Fed Chair Jerome Powell
speaks. Weekly Jobless Claims.

Friday: Retail Sales. Industrial Production. Import and
Export Prices. Business Inventories.



“Many men go fishing all of their lives without knowing that it
is not fish they are after.”

— Henry David Thoreau

Of Note &
7 : . '

2024 was the year when the runaway US budget deficit was
supposed to gradually normalize, and after two crisis-years,
the US was supposed to end its drunken sailor spending
ways. And for a while there, it seemed touch and go, with the
cumulative US deficit initially overtaking 2023 - forget 2021
and 2022 when the deficit hit a mindboggling 18% of GDP,
before slowly easing back for a few months, only to sprint
ahead of 2023 once more in August.

And then this happened: an August budget deficit of a
staggering $380 billion, up more than 50% from the $243
billion in July, and up more than 55% from July, and up 66%
from last August... oh, and almost $100 billion more than the
median estimate of $292.5 billion, which may be why the
Treasury quietly snuck the number out by leaking it after



5am ET when everyone was sleeping, not at its regular time
of 2pm ET.

That's right, in a year when the monthly budget deficit was
meandering along "not great, not terrible", someone in the
administration had the brilliant idea to spend a ton of money
to reboot the economy in August so we wouldn't get a
recession just in time for the elections. And sure enough,
government spending went into absolutely epic overdrive as
outlays hit a mind-blowing $686 billion, the highest since
March 2023. Only a handful of crisis months during the covid
crash saw greater government spending in any given month.

Yet looking at the dire big picture, it is unfortunately all
downhill from here for one simple reason: we have now
crossed the Minsky Moment in terms of how much the US
spends on interest on its debt, which everyone knows is
hitting a new record high every day - it just closed above
$35.9 trillion - and is growing by about $1 trillion every 100
days. That means that with interest rates at 40-year highs,
interest on the debt just hit an all-time high of $1.049 trillion,
the first time in history when interest on US debt has
surpassed $1 trillion. And what's worse, this number is not
even annualized (it's for 11 months of the year): annualized,
US debt comes out to $1.158 trillion, or $1.2 trillion rounded
up as the Treasury Department itself admits.

The stunning punchline is that as of today, gross interest on
US debt has surpassed not just Defense spending, but also
Income Security, Health, Veterans Benefits and Medicare,

and is now the second biggest outlay of the US government,



second only to Social Security, which is roughly $1.5 trillion
annualized.

But wait, there's more: the latest numbers confirm that we
are well on our way to hitting our other forecast from April 1,
of the US hitting an insane $1.6 trillion in interest expense by
the year-end, which means interest expense will soon
surpass Social Security spending and become the single
largest outlay of the US government, sometime in late 2024
or early 2025 at the earliest. In other words, game over.'®
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value of investments
will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost. Any forecasts or forward-looking statements are
based on assumptions, may not materialize, and are subject to revision without notice. The market indexes discussed are unmanaged, and generally, considered
representative of their respective markets. Index performance is not indicative of the past performance of a particular investment. Indexes do not incur management
fees, costs, and expenses. Individuals cannot directly invest in unmanaged indexes. Past performance does not guarantee future results. The Dow Jones Industrial
Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock market. Nasdaq Composite is an index of
the common stocks and similar securities listed on the NASDAQ stock market and is considered a broad indicator of the performance of technology and growth
companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI) and serves as a benchmark of the performance of major international
equity markets, as represented by 21 major MSCI indexes from Europe, Australia, and Southeast Asia. The S&P 500 Composite Index is an unmanaged group of
securities that are considered to be representative of the stock market in general. U.S. Treasury Notes are guaranteed by the federal government as to the timely
payment of principal and interest. However, if you sell a Treasury Note prior to maturity, it may be worth more or less than the original price paid. Fixed income
investments are subject to various risks including changes in interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax
ramifications and other factors. International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates,
political risks unique to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility.
Please consult your financial professional for additional information. This content is developed from sources believed to provide accurate information. The information

in this material is not intended as tax or legal advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material
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