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Alpha Access Monthly: September 2024 October 4th 2024

September was an eventful month. Central banks have now moved into full cutting mode with the ECB
lowering its depo rate by -25bps (which was discounted by markets and expected by analysts), while the
Fed delivered a -50bps cut. The latter was largely discounted by markets, though the majority of economists
predicted a -25bps reduction. In spite of escalating geopolitical risks in the Middle East, the ongoing conflict
in Ukraine/Russia, and with the US presidential election only a few weeks away, markets have largely
brushed off fears of a hard landing in the US — particularly given the backdrop of Fed easing, a robust
economy, a stable job market, and inflation steadily retreating to the Fed’s 2% target. The market is fully
pricing in this benign, soft-landing scenario, with equity valuations remaining elevated, bond yields falling,
credit spreads near historically tight levels, and strong corporate earnings. In equities the S&P 500 Index

hit another all-time high, +2.02% for the month, and with the VIX hovering below 18 for most of the month.

China stimulus finally came. This is a departure from the drip feed actions we've seen for sometime now;
thought we question whether it fully addresses the longer term issues of a greater focus on 'common
prosperity', demographics, reliance on real estate, shadow banking, and poor capital allocation. Despite all
this, we observed Chinese equity indices rip higher, HSCEI +18.62% for the full month, with the real estate

sector in particularly going from hitting a 52 week low to a 52 week highs in the space of a week!

The rally was (unsurprisingly) chased, with prime brokerage data suggesting the largest net weekly buying

on their records:

As noted already, Fed Chair Powell initiated a -50bps rate cut. Historically, there have been five instances
over the past forty years where the Fed eased without an imminent recession, leading to an average 17%
rally in the S&P 500 over the following 12 months. The big question now is whether a recession is on the
horizon, or not? Has Powell thread the needle perfectly to see the back of inflation without crashing the
economy with higher rates? Curves continued to steepen, 2s30s +20bps and 2s10s +15bps, with the

majority of curves shifting downwards:

Across commodities we observed Gold reaching new all-time highs in September, breaching the $2700 level
for the first time, gaining +5.21% for the month. So far in 2024, we have witnessed three significant
breakout moments for gold, each achieving new equilibrium levels, after having largely traded range-bound
since mid-2020. Following the China stimulus, Copper rallied 10k, ending the month +6.43%, but still short
the YTD highs of 111. Finally, oil was whipsawed during the month. For the first time since 2021, the price
of Brent crude oil dipped below $70, driven initially by weakened Chinese demand and OPEC+ spare
capacity. Later in the month, crude fluctuated over persistent fears of a slowdown in China despite stimulus,
in addition to the closure of various offshore oil platforms in the Gulf of Mexico in the wake of several large

hurricanes.



