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Stock markets rose again last week with the major averages (S&P 500, DOW & Nasdaq) gaining for the seventh consecutive week. The
Federal Reserve was the primary driver of gains last week. The Fed concluded their FOMC with the normal policy statement, which is highly
scrutinized for word or phrase changes, and the quarterly economic projections (also closely scrutinized). These releases are followed by
Chair Powell's press conference. In short, it was the pivot trifecta as the policy statement, projections, and press conference all pointed to
a dovish pivot in monetary policy. Meaning, rate hikes are most likely done, and rate cuts are next. The policy statement held to a rather
weak rate hike bias. Compared to projections released in September, December projections surprised to the dovish side showing no more
rate hikes this year (September had one additional hike) and two more additional rate cuts in 2024 (from two to four). As the press
conference unfolded, it became increasingly clear the Fed was at a policy pivot and that the word "any" probably hasn't seen this much
scrutiny in quite a while. Chair Powell's opening statement at the press conference cited, "We will make decisions about the extent of any
additional policy firming and how long policy will remain restrictive based on the totality of the incoming data, the evolving outlook, and
the balance of risks." When asked how the word "any" should be interpreted Chair Powell stated, "So any additional policy firming, that
sentence. So we added the word “any” as an acknowledgement that we believe that we are likely at or near the peak rate for this cycle.
Participants didn’t write down additional hikes that we believe are likely, so that’s what we wrote down." Another interesting note is that
the Fed indicated they are mindful of the risks of hanging on too long with high rates and are focused on not making that mistake. The
press conference really set the stage for believing the pivot has begun and both the stock and bond markets reacted accordingly.
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