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Despite an intra-quarter spike in volatility, investors embraced an “everything rally” by the end of September. 
Gains were supported by a reversal in the restrictive postures of many of the world’s key central banks, 
declining inflation, falling interest rates, and continued resilience in the U.S. economy. Global equity returns 
were robust nearly across the board in the third quarter as signs of a shifting leadership regime 
began to develop. International developed and emerging market equities outperformed U.S. large cap, and 
small cap outperformed their larger cap counterparts.  The fixed income markets similarly churned out mid-
single-digit gains, as a steep decline in interest rates and a decline in credit spreads supported markets during 
the quarter.  In real assets, real estate investment trust securities (REITs) were the standout performer, with the 
quarter’s double-digit total return buoyed by the decline in interest rates and a continued supportive economic 
backdrop.
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Economic Update
Federal Reserve (Fed) Reverses Restrictive Stance as Global Central Bank Postures 
Diverge  

"The long- awaited Federal Reserve (Fed) pivot—following a two-year-plus tightening campaign—finally 
materialized in the third quarter." – Mike O'Conner, CFA

The long-awaited Federal Reserve (Fed) pivot—following a two-year-plus tightening campaign—
finally materialized in the third quarter, with the Fed slashing the federal funds rate 50 basis points (bps) at 
their mid-September policy meeting to an updated range of 4.75–5.00%. In line with the Fed, several key 
central bank cohorts, including the European Central Bank  (ECB), Bank of England (BOE), and the 
People’s Bank of China (PBOC), enacted stimulative measures of their own. 

Despite an overwhelmingly accommodative shift in most monetary policymakers’ postures in the third quarter, 
the move away from the inflation fight in favor of fending off potential growth headwinds did not occur in Japan, 
where inflation has proven more challenging to contain. The Bank of Japan (BOJ) hiked its primary policy rate 
15 bps in July. This followed a 20 bp hike in March when the BOJ lifted the policy rate from its eight-year 
negative level. Looking ahead, the discounted path implied by the bond market foreshadows a similar 
disparate picture, with meaningful reductions anticipated in policy rates across the Fed, ECB, BOE, and PBOC 
over the next two years and a further tightening bias in Japan. 

Looking ahead, the discounted path implied by the bond market foreshadows a similar disparate picture, with 
meaningful reductions anticipated in policy rates across the Fed, ECB, BOE, and PBOC over the next two years 
and a further tightening bias in Japan. 
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The divergence between the Fed’s and the BOJ’s policy stances was a key macro contributor behind 
the disorderly unwind of the longstanding yen carry trade, with the Japanese currency appreciating 
double-digits versus the U.S. dollar (USD) on the quarter, the strongest gain versus the greenback since 
fourth quarter 2008. With an approximately 200 bp anticipated divergence between Japan’s key policy rate 
versus the federal funds rate discounted by the bond market in the coming two years, further volatility 
between these two important global currencies is expected. 

As the end of the year draws closer, investors are set to navigate several significant geopolitical events, 
most notably the November U.S. presidential election, growing turmoil in the Middle East, and shifting 
global central bank policy initiatives. Despite this backdrop and seemingly steep near-term “wall-of-
worry,” the financial markets and U.S. economy continue to surprise to the upside. 

To conclude, financial markets enjoyed broad-based gains across most major asset classes and sub-
asset categories in the third quarter, as easing inflation pressures, a material decline in interest rates, and a 
general shift towards less-restrictive central bank postures were sufficient to overwhelm an 
increasingly unsettling geopolitical environment. With the U.S. presidential election looming, the final quarter 
of 2024 may prove to be a bumpy conclusion to what has been a strong year across the financial markets.

Market Summary
Third Quarter 2024
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Global Equity

The third quarter of 2024 was marked by 
significant volatility across global equity 
markets, with investor demand favoring 
small cap over large cap and value stocks 
over growth. Despite a sharp sell-off in early 
August, equity markets generally recovered 
by the end of the quarter. The BOJ’s 
unexpected rate hike added to the market 
turbulence, while the Fed and ECB shifted 
to more dovish policies, stabilizing investor 
sentiment. Emerging markets, particularly 
China, experienced substantial gains due to 
aggressive stimulus measures.

In U.S. equity markets, more interest rate-
sensitive investments, such as small cap 
stocks and real estate investment trusts 
(REITs), provided the most substantial 
returns. After the market sold off at the 
beginning of August, investors took comfort 
in the expectation of lower interest rates in 
the back half of the year, which materialized 
in September. Sectors such as utilities and 
industrials outperformed over the quarter 
due to the strong demand for AI 
infrastructure and higher dividend yields 
that compete with fixed income 
investments. Valuations continue to rise in 
the U.S., with 10 out of 11 sectors trading 
above their 20-year average forward price-
to-earnings ratio by quarter-end. Energy 
was the only sector that lagged its 20-year 
average and was the only underperformer 
over the third quarter. 

Japanese equity markets faced a 
challenging quarter, primarily due to the 
BOJ’s surprise rate hike in August. On 
August 5, the Nikkei 225 Index recorded its 
second-largest decline in history but quickly 
rebounded the following day. Market 
volatility was caused by the unwinding of a 
large carry trade, when traders borrow a 
currency at a low interest rate—in this case, 
the yen—and purchase assets in another 
country.

U.S. Style Returns - August

Source: FTSE Russell

Data sources: S&P and MSCI
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I N V E S T O R  S E N T I M E N T  S H I F T S  D E F E N S I V E  I N  T H E 
T H I R D  Q U A R T E R
U.S. Equity Markets Style Returns

Data source: FTSE Russell
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A weakening yen benefits this strategy due to the currency conversion, so as the yen began to strengthen, 
many traders faced margin calls or risk complications. The market showed signs of stabilization towards 
the end of September, with the BOJ signaling a more cautious approach to future rate hikes. 

Euro zone equity markets were under pressure throughout the third quarter due to concerns over 
economic growth, as highlighted by earnings guidance drawdowns in the manufacturing sector. The ECB’s 
decision to cut rates provided some relief but was not enough to offset the broader economic concerns. 
Inflation in the euro zone slowed to a two-year low, which may allow for further easing measures in the 
future. The UK equity market mirrored the trend in broader Europe of significant volatility and mixed 
performance across sectors. Real estate and utilities stocks were among the top performers, benefiting 
from the defensive shift in investor sentiment. However, sectors like consumer discretionary and 
technology faced headwinds due to weaker earnings and an uncertain economic outlook. 

Emerging markets outperformed their developed counterparts, primarily led by Chinese equity markets 
after the PBOC unveiled one of the largest stimulus packages since the financial crisis. As a result of the 
boost in investor sentiment, Chinese markets logged their best quarterly performance since 2009. Although 
information technology outperformed once again in emerging markets, Korea underperformed 
amid increased competition in the technology hardware industry in recent periods. Mexico and Brazil 
also underperformed due to fiscal and monetary policy concerns, respectively.

U  .  S  .  E  Q U  I  T  Y  V A  L  U A T  I  O N  S  C  O N  T  I  N U  E  T  O  B  E  S  T  R  E  T  C  H  E  D
Current NTM P/E Ratios vs. 20-Year Historical Average

Data sources: Strategas, FactSet
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World Government Bond Index saw a strong reversal during the month 

W O R L D  G O V E R N M E N T  B O N D  I N D E X  S A W  A  S T R O N G 
R E V E R S A L  D U R I N G  T H E  M O N T H 
Fixed Income Index Returns

Data sources: Bloomberg L.P., FSTE, J.P. Morgan
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Data source: CME Group; Data as of September 17, 2024

Fixed Income
Interest-rate-sensitive bonds rallied 
signifi-cantly during the third quarter 
as the Fed began its cutting cycle. 
The 2-year Treasury yield fell 106 
bps to 3.66%, while the 10-year 
Treasury yield fell 55 bps to 3.81%. 
These moves ended the 26-month 
inversion of the yield curve, and the 
10s/2s spread ended the quarter 
positive 15 bps. This rally led to a 
strong quarter for fixed income, with 
the Bloomberg Aggregate Index 
returning 5.2%.

The Fed elected to cut its key 
interest rate 50 bps at the September 
FOMC meeting, the first rate cut in 
more than four years. While investors 
anticipated the direction of the 
move, the magnitude was surprising. 
The modern Fed generally prefers to 
avoid surprising the market, and 
there is usually l ittle variability in 
expectations going into FOMC 
meetings. However, prior to the 
September meeting, markets were 
pricing close to a 60/40 chance that 
the Fed would cut 50 or 25 bps. This 
uncertainty, and the release of the 
updated dot plot and economic 
projections, made the September 
FOMC meeting one of the most 
closely followed in recent history.

Spread sectors performed strongly in 
the quarter, and the credit 
environment was largely risk-on. 
High yield (HY) and invest-ment-
grade (IG) credit spreads continued 
to tighten, with HY spreads near 
historical lows at 3.0%. Additionally, 
mortgage-backed securities (MBS)—a 
widespread overweight amongst 
money managers this year—
performed well.  Interest rate 
volatil ity, which widens MBS spreads, 
has fallen following increased clarity 
surrounding the Fed cuts. 
Additionally, banks are beginning to 
return to the MBS market, which 
could be an additional source of 
spread tightening.
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D ATA  C E N T E R  B O O M  L I F T S  S P E C I A LT Y  P R O P E R T Y  S E C T O R 
REIT Trailing Performance by Property Type

16.8%
14.2%

34.8%

16.3%

12.6%

30.2%

17.3%

11.1%

41.0%

16.0%

6.9%

16.2%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

QTD YTD 1 Year

United States Global Developed Developed Europe Developed Asia

Third Quarter Year-to-Date 1 Year

R E I Ts  R E B O U N D  I N  T H I R D  Q U A R T E R  O N 
E X P E C TAT I O N S  O F  F E D  R AT E  C U T S 
Trailing REIT Performance by Geography

Data source: FactSet

Real Assets

Real Estate

REITs performed exceptionally well in 
the third quarter, driven by the market’s 
anticipation of Fed rate cuts. Optimism 
stemmed from the expectation that REITs 
would benefit from lower rates through 
reduced borrowing costs for property 
acquisitions and developments, improved 
profitability, and more attractive dividends 
relative to other income-generating assets.

Specialty property has led performance 
year-to-date with a staggering 50.6% 
return, largely driven by Iron Mountain, 
which has gained momentum from 
increased pricing across its traditional 
physical storage business unit and hype 
on the firm’s expansion into data centers. 
However, data centers only account for 9% of 
the firm’s revenue.
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N a t u r a l  R e s o u r c e s
Crude oil prices drifted below $70 per 
barrel, as measured by the West Texas 
Intermediate (WTI) spot contract. Oil  
prices fell with continued concerns of 
weakening global demand, particularly 
out of China, one of the world’s largest 
consumers. Oil opened higher in the first 
three days of October following missile 
attacks between Iran and Israel that 
fueled concerns about potential supply 
disruptions in the Middle East. Natural 
gas price volatility resumed, with pricing 
surging nearly 40% in September, according 
to the Henry Hub natural gas spot contract, 
amid concerns about hurricane impacts 
on infrastructure.

I n f r a s t r u c t u r e

$0

$1

$2

$3

$4

$0

$25

$50

$75

$100

Sep-23 Dec-23 Mar-24 Jun-24 Sep-24

U.S. Dollars per M
M

BtuU.
S.

 D
ol

la
rs

 p
er

 B
ar

re
l

Crude Oil (Left Axis) Nat Gas (Right Axis)

C R U D E  O I L  A N D  N AT U R A L  G A S  M O V E  I N  O P P O S I T E 
PAT H S  I N  S E P T E M B E R  
Price of WTI Crude and U.S. Natural Gas

Data source: FactSet

19.6%

7.2%

3.9%

-0.9%
2.0%

21.4%

8.3%

13.7%

15.1%

5.9%

4.3%

17.3%

7.1%

2.8%
3.8%

6.4%

8.1%

8.6%

12.9%
13.2%

13.4%

19.1%

20.2%

6.3%

13.5%
15.7%

-3% 0% 3% 6% 9% 12% 15% 18% 21% 24%

MLP

Ports

Airports

Toll Roads

Diversified

Oil and Gas Storage/Transmission

Water

DJ Brookfield GLI Index

Energy Transmission/Distribution

Communications

Asia/Pacific

Americas

Europe

Third Quarter Year-to-Date

Data source: FactSet

Global listed infrastructure stocks, as measured by the Dow Jones Brookfield Global Infrastructure Index, 
rose 12.7% for the third quarter. The communications sector led with the strongest performance, driven by the 
outperformance of cell tower stocks, which had been under pressure from higher discounting rates and 
borrowing costs. The marine ports sector experienced a surge in September into the first trading days of 
October amidst the East and Gulf Coast dockworkers' strike.

B O O  S  T  E  D  B  Y  F A  L  L  I  N  G  R  A T  E  S  ,  C  E  L  L  T  O W E  R  S  T O  C  K  S  O  U  T  P  E  R  F  O R M  
Listed Infrastructure Trailing Returns
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Hedge funds produced gains during the third quarter, as the broad hedge fund benchmark were positive 
each month. Event-driven and hedged equity were the leading sub-strategies, with rising equity markets 
serving as a tailwind. 

Event-driven strategies continued to perform strongly within the stressed/distressed credit space. Credit 
managers have been actively purchasing significant amounts of paper as companies approach a relatively 
large maturity wall. 

Global macro strategies performed the weakest of the main hedge fund approaches, with the broad macro 
index detracting approximately 90 bps during the third quarter. However, macro funds still provided positive 
returns year-to-date. 

H  E  D G  E  F  U N D  S  B  O A  S  T  E  D  S  T  R O N  G  G  A  I  N  S  L  E  D  B  Y  E  Q U  I  T  Y  -  O R  I  E  N  T  E  D  S  T  R  A T  E G  I  E  S
HFRI Indices Performance Returns (U.S. Dollars)

Data source: HedgeFund Research
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LEGAL DISCLAIMER
Certuity, LLC, a Delaware limited liability company (“Certuity”), is an investment adviser registered with the U.S. 
Securities and Exchange Commission (“SEC”). Registration of an investment adviser does not imply any specific 
level of skill or training and does not constitute an endorsement of the firm by the SEC. Certuity® is a registered 
trademark of Certuity Holdings, LLC. 

This presentation is intended solely for the person to whom it is delivered by Certuity. This presentation is confidential and 
may not be reproduced, in whole or in part, or redistributed to any party in any form, without the prior written consent 
of Certuity. The information enclosed in this presentation is confidential. By accepting it, you agree to treat it as such and 
any unauthorized use, reproduction, distribution or disclosure of this presentation or the information enclosed herein, in 
whole or in part, without the prior written consent of Certuity is strictly prohibited.

The information contained herein is for informational purposes only to describe certain of our investment strategies 
and related market commentary. The attached should not be construed to provide any specific investment advice to you 
or to recommend the purchase of any securities or other assets described herein, and should not be relied 
upon for purposes of making any investment decision. This presentation does not constitute, and should not be 
construed to constitute, an offer to sell, or a solicitation of any offer to buy, interests in any investment or private 
investment fund advised and administered by Certuity. Investors wishing to pursue any of the investment 
strategies described herein must obtain and review offering documents and other materials describing the 
investment or investment strategy. In addition, this presentation is not intended to serve as the basis for any contract 
to purchase or sell any security, or other instrument, or to enter into or arrange any type of transaction as a consequence 
of any information contained herein.

Certain information contained herein has been obtained or derived from unaffiliated third-party sources believed 
by Certuity to be reliable. Neither Certuity nor any of its affiliates or representatives makes any representation or 
warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing 
contained herein may be relied upon as an indicator or representation as to prior or future performance. 

Some of the materials contained herein may be characterized as “forward-looking statements”, which can be identified by 
the use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, 
“project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or comparable 
terminology, and which may include, among other things, projections of future performance, estimates, 
forecasts, scenario analysis, or pro forma information. These forward-looking statements reflect Certuity’s views 
with respect to future events. Actual returns and results could differ materially from those in the forward-looking 
statements as a result of changes in assumptions, market conditions, and other factors beyond Certuity’s control. 
Investors are cautioned not to place undue reliance on such information. No representation or warranty, express 
or implied, is made or can be given with respect to the accuracy, completeness, fairness, reliability or 
suitability of any information included herein. Furthermore, no representation or warranty is made that 
the information presented, including the views expressed, will be realized as a result of implementing 
the investment strategy and proposed fund structure. Additionally, there is no obligation to update, modify or 
amend this report or to otherwise notify the recipient in the event that any matter stated herein changes or 
subsequently becomes inaccurate.

Products and/or services offered by Certuity are not deposits or other obligations of Certuity, are not endorsed 
or guaranteed in any way by Certuity or any banking entity, and are not insured by the Federal Deposit 
Insurance Corporation or any other government agency. Certain products and services may have restrictions on 
their transfer or sale. There can be no assurance that actual returns and results will not be materially lower than 
those presented. Any prior investment results or returns are presented for illustrative purposes only and are not 
indicative of the future returns of the issuers of the securities described herein. An investment in any Certuity 
product or investment service involves a high degree of risk and could result in the loss of your entire investment. 

All analyses and projections depicted herein are for illustration only and are not intended to be representations 
of performance or expected results. The results achieved by individual clients will vary and will depend 
on a number of factors including prevailing dividend yields, market liquidity, interest rate levels, market 
volatilities, and the client's expressed return and risk parameters at the time the service is initiated and during the term. 
Past performance is not a guarantee of future results.

Stock values fluctuate in response to the activities of individual companies and general market and economic 
conditions. Bond values fluctuate in response to the financial condition of individual issuers, general market 
and economic conditions, and changes in interest rates. In general, when interest rates rise, bond values fall and 
investors may lose principal value. Certain investment strategies tend to increase the total risk of an investment 
(relative to the broader market). Alternative investments, such as commodities, real estate, and short strategies, 
are speculative and entail a high degree of risk. Foreign investments are especially volatile and can rise or fall 
dramatically due to differences in the political and economic conditions of the host country. Certain investment 
strategies tend to increase the total risk of an investment (relative to the broader market).

This presentation is not intended to provide legal, accounting or tax advice. Because investment products 
and services often have tax consequences, you should consult your own attorney or tax adviser to fully understand 
the tax consequences of any product or services mentioned in this presentation. You should seek financial advice 
regarding the appropriateness of investing in any securities or investment strategies discussed in this 
presentation. Information regarding Certuity’s fee schedules are described in its Form ADV Part 2A. Any 
additional information regarding this presentation is available upon request.

All data is as of September 30, 2024 unless otherwise noted.
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Guidance, knowledge and access to solutions that
 empower clients to approach life with certitude.

This document is confidential and intended solely for the addressee. This document may not be published nordistributed
without the written consent of Certuity, LLC. Advisory Services offered through Certuity, LLC,  an SEC registered Investment Advisor.
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