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July 12, 2019
In the Money Race, the Fed is Usually in the Back of the Pack
In the world’s financial markets, money is always on the move. Over the past year,
money in the Fed Funds Futures market has been indicating the FOMC’s (Federal
Open Market Committee) Fed Funds rate estimates are too high. The market has been
saying the Fed will cut rates this year well before the Fed seems to have arrived at this
conclusion. Below is a chart showing market expectations for the Fed Funds rate
versus the Fed’s own projection of rates.

This week, Fed Chair Jerome Powell made clear that there are uncertainties in the
economic outlook and inflation pressures are muted. The Fed would like to sustain the
economic expansion. He is signaling that the “case for a somewhat more
accommodative monetary policy had strengthened.” At the end of July, the Fed may cut
the Fed Funds rate.

The Federal Reserve has had a long history of being a step behind the financial
markets. Maybe the most egregious case of this in recent history was Fed Chairman
Ben Bernanke saying in May, 2007 that the growing number of mortgage defaults would
not seriously harm the economy.
“We believe the effect of the troubles in the subprime sector on the broader housing
market will be limited and we do not expect significant spillovers from the subprime
market to the rest of the economy or to the financial system.” Within a year, the
investment bank Bear Stearns collapsed, housing prices across the country were
declining and the financial crisis and recession of 2007-2009 was underway.
Today, the growing consensus that the Federal Reserve will begin to catch up with the
financial markets and cut rates is helping support higher stock valuations.
The S&P 500 is at all-time highs. The Index rose above 3000 for the first time ever this
week. In addition to lower interest rates, we may see better than expected earnings.
Earnings season begins next week. After a year of reducing earnings estimates,
analyst consensus earnings estimates are now being revised higher (green up arrow on
chart below).

Give Us a Call Today

We invite you to give us a call at (415) 249-6337, visit www.deltaim.com or email us at
info@deltaim.com if you have questions about how we can assist you in managing your
investment accounts.

Delta Stock Market Dashboard

(Delta MSI is published every week in Barron’s)

______________________________________________________________________
Pursuant to the provisions of Rule 206(4)-1 of the Investment Advisors Act of 1940, we advise all readers to recognize that they
should not assume that recommendations made in the future will be profitable or will equal the performance of past
recommendations. This publication is not a solicitation to buy or offer to sell any of the securities listed or reviewed herein. The
contents of this letter have been compiled from original and published sources believed to be reliable, but are not guaranteed as to
accuracy or completeness. Nicholas Atkeson and Andrew Houghton are also principals of Delta Investment Management, a
registered investment advisor. Clients of Delta Investment Management and individuals associated with Delta Wealth Adviser may
have positions in and may from time to time make purchases or sales of securities mentioned herein.
THIS NEWSLETTER IS PROTECTED BY COPYRIGHT LAW. UNAUTHORIZED DISTRIBUTION AND/OR REPRODUCTION BY
PHOTOCOPY OR ANY OTHER MEANS IS STRICTLY PROHIBITED AND PUNISHABLE BY A FINE OF UP TO $25,000.

