
 
 
 

  

Executive Summary 
 

Top news: FOMC on Wednesday evening, but also BoE on Thursday and BOJ on Friday – last week started off 
strongly with most equity markets rising between 1.5-2% on Monday. Wednesday then almost saw a retest of the 
previous week’s lows for both the S&P500 and the EuroStoxx50, as US Core CPI came in slightly higher than expected 
at +0.3% MoM vs +0.2% exp. (Headline CPI was in-line with expectations at +0.2% MoM or +2.5% YoY). Interestingly, 
equity markets then roared back later that evening, with the S&P500 closing up circa 1%, and then continuing to 
accelerate higher on Thursday and Friday, coming up just short of all-time highs. This reversal upwards was 
particularly violent on US markets, probably as many shorts were forced to cover. Last Thursday did also provide 
further confidence that the global easing trend is underway with the ECB cutting -0.25% as expected. This week will 
first see US retail sales on Tuesday. These are expected to cool from last month’s strong upside surprise. Wednesday 
will then focus on the FOMC rate decision meeting, when the FED is expected to start cutting after more than a year 
of keeping the Fed Funds rate at 5.5%. A -0.25% cut is probable although Futures pricing is suggesting that a -0.50% 
cut is still almost as likely. The week will end with the BoE’s rate decision on Thursday and then the BoJ on Friday.   
 

Equities: the Nasdaq100 led last week (+6.5%), the S&P500 rose circa 4.5%, while the Dow Jones and the EuroStoxx50 
were up circa 2-3%. All-time highs are getting close again for the former two, while these are not Overbought yet. 
 

Fixed Income: as the rate cutting campaign goes global (with the FED most probably cutting 0.25% or perhaps even 
0.5% this week), benchmark 10Y yields continued to drop slightly last week (by 5-6bps). The US10Y is now on 12 
months low, the 10Y Bund still a bit above. Both are slightly Oversold yet probably continue to slide into early Q4.  

  

FOREX: as rates continued lower, the US Dollar started to resume lower again following its slight bounce since late 
August. Although Oversold vs European currencies, or especially so vs the Yen, we expect it to also slide a bit more.  
 

Commodities: Brent dropped to lower lows mid last week, briefly pricing below 70$/bbl and then recovered. We remain 
prudent for now, probably into October. Gold made new all-time highs last week and remains in a strong uptrend. 
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Easing Focus: rate cuts anticipations are clearly recessionary, perhaps too much 
 

6 months rate cuts anticipations suggest a 1.25-1.5% drop in the Fed Funds rate (top-left graph). This is aggressive (as low 
as 2008) and clearly points to a recessionary mood. Such pricing is also above many banks forecasts, e.g. Goldman Sachs 
(top-right), which believes the drop will be less steep and with a higher terminal rate than the market currently anticipates 
(GS Baseline path). On the other hand, proponents of more rapid rate cuts would argue that the FED needs to frontload them, 
as its policy is already behind the curve. Yet, this assessment is in contradiction with consensus recession probabilities, 
which are currently pricing only a 30% chance of it happening (bottom-left). The debate is crucial as the performance of 
stocks or bonds widely differ from each other during a recession and from what they are during expansion (bottom-right).   

 
 

Notes:  
 

1. Trend last 6 months: this Primis original algorithm, weighs the slope of the trend over the last 6 months vs the slope of the trend over the last 
3 months yet factorised by the Fibonacci retracement ratio (0.618).  Values are normalised using the average price over each period. If this 
combined slope is above +0.05% the trend is then “up”, below -0.05% then “down”, otherwise it is “neutral”. 

2. Overbought (OB) / Oversold (OS) measures: this Primis original algorithm is computed by comparing the difference between the 8 days 
moving average and the 100 days combined with the 3 days vs the 15 days one and normalises this difference by dividing it by the 1 year 
standard deviation (circa 260 open market days). Values above 225% or under -225% are Overbought “OB”, resp. Oversold “OS”, values above 
100% or under -100% are “slightly OB”, resp. “slightly OS”, otherwise there is no relevant exaggeration and the situation is then “neutral”.  

 

Disclaimer: The information in this document is being provided for general market commentary and information purposes. This document does 
not constitute a solicitation or offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction. Any reference 
to a transaction, trade, position, holding, security, market, or level is purely meant to educate readers about possible opportunities and risks in the 
marketplace and are not meant to imply that any person or entity should take any action whatsoever without first evaluating such action(s) in light 
of their own situation either on their own or through a professional advisor. If a person or entity does not believe they are qualified to make such 
decisions, they should seek professional advice. The prices listed are for reference only and are in no way intended to represent an actual trade. 
This information is not a substitute for professional advice of any nature, including tax, legal, and financial. While we believe the information 
contained herein to be accurate, all numbers should be verified by the reader through independent sources. Primis Investment (Suisse) SA assumes 
no responsibility for errors or omissions in the contents of this document. In no event shall Primis Investment (Suisse) SA be liable for any special, 
direct, indirect, consequential, or incidental damages or any damages whatsoever, whether in an action of contract, negligence, or other tort, arising 
out of or in connection with the contents of this document or any related services. Trading securities, options, futures, or any other security involves 
risk and can result in the immediate and substantial loss of the capital invested. Every reader/recipient is responsible for his or her own investment 
decisions. Primis Investment (Suisse) SA reserves the right to make additions, deletions, or modifications to the contents of this document and 
related services at any time without prior notice. 
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