
Are Stock Markets & The Fed On A Collision Course? 

With Christmas being next week, we will not be sending a commentary as we 
hope you will be enjoying the holiday with family and friends instead of 
reading emails. That said, I did want to share some insights that Barrons 
published recently regarding the Fed. rate cuts and their potential impact on 
the stock markets going into 2025. There are really two key takeaways to 
consider: 

1. While the Federal Reserve is still expected to reduce the Fed Funds rate
by another 0.25% on December 18th, inflation still remains above their
target goal and has even accelerated recently, which does not bode well
for future rate cut expectations.

2. The S&P is on target to gain more than 20% for a second consecutive
year. When this has happened in the past, the results for a strong third
year are mixed. The article explains that “back in the 1990s, there was a
strong third year. It may happen again, but the rally is still vulnerable to
a hangover from elevated expectations and pushback from the Fed”.

So, what does all of this mean for us in 2025? Simply put, hope for another 
strong year but also stay somewhat defensive and manage our expectations. 
If you want to read the full article, I’ve included it below. 

Please reach out if you have any questions or would like to discuss further. 
Otherwise we hope you have a wonderful holiday season and a happy new 
year! 

Stock Markets and Fed Are on a December Collision Course. Why This Rally’s 
at Risk and 5 Other Things to Know Today. 

The hallmark of November was optimism about how much tax cuts and lighter 
regulation from President-elect Donald Trump might help companies, with 
the S&P 500 and Dow Jones Industrial Average enjoying their best 
performance of the year. But that was last month and traders are facing a 
different outlook now. 
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That starts with the Federal Reserve. It was a huge relief when the central bank 
started lowering interest rates, but it’s already getting to the point where every 
decision is a tough call—and there’s a chance rates don’t have much further 
to fall. 

Look at it from the Fed’s perspective. Chair Jerome Powell has said the labor 
market is just as important as inflation for policymakers now. Friday is jobs 
day, and economists expect a rebound in nonfarm payrolls in November after 
a weak gain in October. The unemployment rate is still historically low. 

On top of that, inflation is still well above the Fed’s target and even 
accelerated at its last reading. Just taking the data at face value, it’s not clear 
that the Fed should be lowering borrowing costs now. 

Of course, traders still expect another quarter-point reduction at the Dec. 18 
decision. That’s because rates have been coming down a lot over the past two 
years and there are still signs of slightly softer economic growth. Market 
expectations may not be wrong, but it’s not a straightforward decision. 

Earnings this week will take the pulse of the consumer. Discounters Dollar 
Tree and Dollar General, cosmetics firm Ulta Beauty, grocery store Kroger, 
and clothes retailer Lululemon Athletica are all due to report. 

The S&P is looking to gain more than 20% for a second consecutive year. 
When that happens, historically the track record of the year that follows is 
mixed. Back in the 1990s, there was a strong third year. It may happen again, 
but the rally is still vulnerable to a hangover from elevated expectations and 
pushback from the Fed. 

—Brian Swint 

 
Thank you, 
 

 

INVESTING IN YOUR FUTURE 
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There’s no bigger compliment than a referral from a valued client.  Please keep me in mind when you 
have friends, family or acquaintances that may benefit from my advice and services. 

  Alex Eldridge 
 Financial Advisor 
  31620 23rd Ave S, Suite 308 
  Federal Way, WA 98003  
  Phone: (253) 850-3055 
  Fax: (253) 850-3057  
  E-mail: alex@dscottfife.com 
  Web: www.dscottfife.com 

"All opinions and estimates included are as of the date listed and are subject to change without notice. This letter is provided 
for informational purposes only. It is not intended as an offer or solicitation with respect to the purchase or sale of any security 

or offering of individual investment advice."
 

Securities and Investment Advisory Services offered through Osaic Wealth, Inc. Member FINRA/SIPC.  
Horizon Advisors is not affiliated with Osaic Wealth. 

Trading instructions sent via e-mail may not be honored. Please contact my office at 253 (850)-3055 for all buy/sell orders.  
Please be advised that communications regarding trades in your account are for informational purposes only. You should 

continue to rely on confirmations and statements received from the custodian(s) of your assets. The text of this communication 
is confidential, and use by any person who is not the intended recipient is prohibited. Any person who receives this 

communication in error is requested to immediately destroy the text of this communication without copying or further 
dissemination. Your cooperation is appreciated.  

This message and any attachments contain information, which may be confidential and/or privileged, and is intended for use 
only by the intended recipient, any review; copying, distribution or use of this transmission is strictly prohibited. If you have 

received this transmission in error, please (i) notify the sender immediately and (ii) destroy all copies of this message. If you do 
not wish to receive marketing emails from this sender, please reply to this email with the word REMOVE in the subject line. 
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