
MACRO 
MUSINGS
November 15, 2023

Is the Fed Pause Finally Here?

Rush Zarrabian, CFA® 
Corbett Road
Managing Partner, Portfolio Manager



Macro Musings 11/15/2023 Page 02

SUMMARY

The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, 
solicitation to sell, or recommendation to engage in any transaction or strategy. Past performance may not be indicative of 
future results. While the sources of information, including any forward-looking statements and estimates, included in this 
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management, Spire Wealth Management LLC, Spire 
Securities LLC and its affiliates do not guarantee its accuracy. 

•	 The macrocast™ score was higher than last month. The current microcast™ signal is 
recommending an aggressive allocation. The combination of a cautious macrocast™ 
and a more constructive microcast™ highlights the ongoing uncertainty in the market, 
reflecting a complex investment environment.

•	 Recent statements from Federal Reserve officials suggest the US central bank may be at 
the end of its aggressive rate hike cycle that began in early 2022. Still, higher rates and 
the continuation of Quantitative Tightening reflect the Fed’s commitment to tighter-
for-longer monetary policy as they aim to curb inflation without inducing an economic 
recession. 

•	 Certificates of Deposit (CDs) are currently offering higher yields, which may appeal to 
savers, but their liquidity issues and modest performance over longer time horizons 
make them less-than-ideal investments for long-term growth. Diversification across 
stocks and bonds, which historically outperform CDs, can offer a more strategic balance 
of safety and growth potential as a long-term investment strategy.

•	 A rare and bullish technical indicator triggered on November 3rd. Since 1950, this signal 
has preceded positive market returns over the following 6- and 12-month periods, in 
every instance.
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THERE IS A HIGH PROBABILITY THE FED IS  
FINISHED RAISING RATES, BUT MONETARY  
POLICY REMAINS TIGHT 

Recent statements from Federal Reserve members indicate that the Fed may have finished 
its cycle of interest rate hikes, initiated in early 2022 to combat rising inflation. This pause 
could mark the end of a notably rapid sequence of rate increases, the likes of which 
haven’t been seen in many decades.

Yet a halt in rate hikes doesn’t imply an immediate loosening of monetary policy. 
Consistent with their ongoing efforts to control inflation—which still exceeds the 
Fed’s target, despite recent moderation—the Fed seems poised to maintain higher 
interest rates over the next six months. This timeline is evident when looking at market 
expectations for the Fed’s policy rate in May of next year (chart from CME Group): 

Following the release of the latest inflation data for October, which saw flat CPI month-
over-month, the probability that the Fed Funds rate will be higher than it is today has 
dropped to a near-negligible 2.0%. Prior to the CPI release, the first rate cut was expected 
to occur in June, but after October’s data showed inflation cooling quicker than consensus 
expectations, the probability of a cut in May increased and is now the highest probability 
outcome (46.3% chance). While the trajectory of monetary policy is fluid and subject 
to change as new data is released, market participants currently expect rates to remain 
steady and elevated over the next six months. 

Additionally, the Fed’s ongoing Quantitative Tightening (QT) program underscores their 
dedication to a more stringent monetary policy. By offloading securities and shrinking
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CERTIFICATES OF DEPOSIT YIELDING HIGHER RETURNS: 
STRATEGIC ALLOCATION CONSIDERATIONS FOR  
INVESTORS

their balance sheet, QT keeps interest rates higher than they otherwise would be, 
essentially reversing the effects of the Quantitative Easing (QE) program initiated at the 
start of the pandemic. 

If the Fed holds steady on interest rates, it could benefit savers while posing challenges for 
borrowers. However, the possibility of the Fed maintaining this stance through 2024 is not 
set in stone. If job growth slows, the Fed might have to change course much sooner.

Certificates of Deposit (CDs) are currently offering higher yields than seen in recent years, 
making them more appealing for savers. However, for those focused on long-term wealth 
growth, it’s crucial to consider the limitations of this type of investment. CDs are known 
for their safety and consistent returns, but they generally offer modest long-term gains, 
particularly during inflationary periods. This can impede wealth accumulation, especially 
compared to other investments with higher growth potential.

A diversified portfolio that balances safety with growth opportunities may be a more 
suitable solution for investors seeking longer-term growth, despite the higher risk and 
volatility. CDs also present liquidity issues; funds can be tied up for terms ranging from 
three months to five years, resulting in missed opportunities during market upswings. 

Historical data illustrates that in five out of six instances over the past 40 years, both 
stocks and bonds 
have significantly 
outpaced CDs after 
peaks in CD rates. 
The exception was 
in 2001 during 
a recession, but 
even then, bonds 
outperformed CDs 
(from JP Morgan):
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A RARE IMPROVEMENT IN MARKET BREADTH 
JUST OCCURRED. HISTORICALLY, THAT’S BEEN 
BULLISH FOR STOCKS

Similar to CDs, after a decade of near-zero rates, the Fed’s recent hiking cycle has 
increased the yields on cash and money market funds. But again, relying on these 
instruments for long-term strategies may not be optimal. Historically, equities have 
consistently outperformed cash and cash-equivalent assets, even over shorter investment 
periods (from MarketDesk):

On November 3rd, the New York Stock Exchange witnessed a significant surge in market 
breadth, identified as the Zweig Breadth Thrust. Although infrequent, this event is 
noteworthy, indicating a potential major shift in the market’s trajectory. 

The Zweig Breadth Thrust—a technical market indicator named after its creator Martin 
Zweig—is designed to signal the onset of a new bull market. It functions by measuring 
the proportion of advancing stocks to declining stocks in a market index over a 10-day
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period. A shift from below 40% to above 61.5% within this time frame indicates a sudden, 
broad-based surge in stock prices, suggesting a strong and lasting upward market trend. 
This tool is valuable for investors as it highlights periods of significant positive market 
sentiment, though it’s most effective when used alongside other market analyses. 

The study below highlights the positive market reaction following past Zweig Breadth 
Thrusts. According to data from Sentiment Trader, in every instance since 1950, the market 
has shown a gain over the following 6- and 12-month periods:
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Furthermore, the market has risen by 15% since the start of the year. Although the majority 
of this increase can be attributed to the top seven stocks in the index, this historical pattern 
tends to lean positive: in the last 22 occurrences of the market being up by at least 5% at 
this point in the year, it has continued to climb higher through the end of the year (table and 
data from Wayne Whaley):

In summary, the Federal Reserve’s recent signals suggest a pause in the cycle of interest rate 
hikes, but rates are expected to remain restrictively high for the next six months. Higher 
policy rates have pushed up the yields on Certificates of Deposit (CDs) and money market 
funds, offering better returns for short-duration cash instruments, but the limited longer-
term growth of these vehicles should be weighed against other investment options. Finally, 
the recent occurrence of the Zweig Breadth Thrust on the New York Stock Exchange has 
historically been a bullish development for the market. 

We hope you find our latest thoughts and insights useful. In next month’s publication, we 
will delve into the economic outlook for 2024 and the implications for risk assets.

Thank you for your continued support and trust in Corbett Road.
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IMPORTANT DISCLOSURES
The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, 
solicitation to sell, or recommendation to engage in any transaction or strategy. Past performance may not be indicative of 
future results. While the sources of information, including any forward-looking statements and estimates, included in this 
(these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management (CRWM), Spire Wealth Management LLC, 
Spire Securities LLC and its affiliates do not guarantee its accuracy. 

The views and opinions expressed in this article are those of the authors as of the date of this publication, are subject to change 
without notice, and do not necessarily reflect the opinions of Spire Wealth Management LLC, Spire Securities LLC or its affiliates.

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness. 
macrocastTM and microcastTM are proprietary indexes used by Corbett Road Wealth Management to help assist in the 
investment decision-making process. Neither the information provided by macrocastTM or microcastTM nor any opinion 
expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice.  Individual 
investors should consult with a financial professional before engaging in any transaction or strategy. The phrase “the market” 
refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to equities, REITs, high yield 
bonds, and other high volatility securities.

Use of Indicators 
Corbett Road’s quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to 
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no 
guarantee that these models or any of the factors used by these models will result in favorable performance returns. 

Individual stocks are shown to illustrate market trends and are not included as securities owned by CRWM. Any names held by 
CRWM is coincidental. To be considered for investment by CRWM, a security must pass the Firm’s fundamental review process, 
meet certain internal guidelines, and fit within the parameters of the Firm’s quantitative models.

Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated 
company, Spire Securities, LLC, a Registered Broker/Dealer and member FINRA/SIPC. Registration does not imply any level of 
skill or training.  

We are grateful for your relationship and business.  
As you reflect upon that for which you are thankful, 
you may also embrace the opportunity to plan for 
your future and the coming year.  If there is anything 
we can do to assist you or you would like to discuss 
aspects of your financial picture, please contact your 
Corbett Road Wealth Manager today!

Thankful
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