
November Market Commentary: Powell on Rate Cuts? Nope, Let’s 
Pause. 

October Recap and November Outlook 

The Federal Reserve's November meeting went as the market expected: no change in rates. What 
wasn't expected was the October and early November rollercoaster of bond yields.   

The ten-year U.S. Treasury yield was briefly above 5.00% during the month. The last time it hit that level 
was July 2007. Falling bond prices were most likely the result of investor belief that the Fed would keep 
rates higher for longer. A strong economy and sticky inflation data supported this belief. Expectations 
that the U.S. Treasury would continue to increase supply in longer-dated Treasury auctions also 
contributed. 

And then, the U.S. Treasury announced it would slow the pace of increases, as the borrowing estimate 
from October – December was cut by $76 billion. This was followed by Powell’s announcement that 
rates would remain at the current level. This combined to drive yields back down at the beginning of 
November.  

Let's get into the data: 

• GDP was a whopper. The Bureau of Economic Analysis reported 3Q GDP at 4.9%.
• The labor market cooled. The Bureau of Labor Statistics reported a non-farm payroll increase of

150,000 jobs in October.
• Consumer spending keeps on ticking. September personal consumption expenditures came in

at 0.7%, almost double the August number.
• Labor force productivity surged again. The U.S. Department of Labor released the data on 3Q

labor productivity: an increase of 4.7%.

What Does the Data Add Up To? 

The Fed follows the data, and the market follows the Fed, so it should be easy for the average investor 
to follow market moves, right? Let’s see. 

How then to interpret a booming third quarter as measured by GDP, which would seem to indicate that 
inflation will remain higher? The increase was largely due to consumer spending on both goods and 
services and inventory investment by companies. PCE inflation (the Fed's preferred measure of inflation) 
increased 2.9% after a 2.5% increase in the second quarter.  



 

Yet the Fed held rates steady, and some interesting language was added to the official statement. 
“Tighter financial and credit conditions for households and businesses…” An interpretation of this 
language is that the Fed believes that the rate increases already enacted are finally beginning to rein in 
the economy. Thus, the wait-and-see posture. 
 
Powell was also clear that rate cuts are not being discussed at all. Powell’s messaging seemed geared 
toward reducing the expectation that monetary policy is at an inflection point. That is, Powell would 
prefer that each of the Fed’s pauses over the last two meetings be considered independently and should 
not be seen as a precedent that would make it difficult for rates to increase at the December meeting.  
 
A cooling labor market is good news for the Fed and for inflation, but rising unemployment brings risk. 
The risk of recession that hovered over the economy for most of 2023 has receded, but that may be 
temporary. The unemployment rate has increased from 3.4% in April to 3.9% in October. Rising 
unemployment can be a harbinger of recession.  
 
The Sahm Rule identifies an elevated risk of recession. This rule-of-thumb compares the three-month 
average of the unemployment rate with the lowest average over the past year. Those two numbers are 
3.83% and 3.5%, respectively. When the difference between the two exceeds .50, it can indicate that a 
recession is underway.  
 
Chart of the Month: GDP “Advance” Estimate Beats High Expectations 
 
The advance estimate for GDP came in at 4.9%, beating expectations of 4.3% - the fastest pace in nearly 
two years. 
 

 
 
Source: U.S. Bureau of Economic Analysis. Seasonally adjusted annual return rates. 
 
  



 

Equity Markets in October 
 

• The S&P 500 was down 2.20%  

• The Dow Jones Industrial Average fell 1.36% 

• The S&P MidCap 400 declined 5.42%% 

• The S&P SmallCap 600 was down 5.83% 

Source: S&P Global. All performance as of October 31, 2023 
 
October saw the third straight month of declines in the S&P 500, which almost finished the three-month 
period (August, September, October) in correction territory of more than a 10% decline. Positive 
performance in the last two days of October pushed the three-month number to -8.61% 
 
All eleven sectors declined in October, with performance ranging from the barely-negative (Utilities) at -
0.43% to worst-performing (Industrials) at -5.09%. Earnings season saw 77.5% of companies beating 
estimates, but future guidance was not as strong as hoped for.   
 
Bond Markets 
 
The 10-year U.S. Treasury ended the month at a yield of 4.92%, up from 4.58% the prior month, after 
hitting 5.02% during the month. This marked the first time the 10-year Treasury has traded above 5% in 
16 years. The 30-year U.S. Treasury ended October at 5.08%. The Bloomberg U.S. Aggregate Bond Index 
returned -1.58%, with a year-to-date return of -3.11%.  
 
The Smart Investor 
 
Equity markets saw strong positive returns for the first part of the year and then flipped the switch to 
several months of negatives. Even if the market ends up in positive territory, the performance of 
individual positions in your account could deserve some attention.  
 
Rebalancing your account to ensure that you are still within your preferred risk parameters is a good 
idea, and leaving yourself enough time to sell positions or add to other holdings over a period of time 
makes sense in choppy markets. Tax planning should be a part of this process as you harvest losses to 
reduce the impact of capital gains.  
 
The end of the year comes quickly, and getting a plan in place now will allow you to head into the winter 
with more peace of mind.  
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