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U.S. equity markets were extremely volatile this week. The S&P 500 posted over 1% moves on three trading days, with a 3% decline on Monday, largely offset by a 2.3% rally on Thursday. A primary contributor to the selloff early in the week was the
continuation of the unwinding of the yen carry trade as investors covered low-interest loans in Japan by liquidating higher-yielding investments in the U.S. and elsewhere. The carry trade was disrupted when the Bank of Japan moved its target interest
rate from 0-0.1% to 0.25% on July 31st, causing a sharp 10.9% selloff in the yen against the dollar. On Monday, the ISM Services Business Activity index jumped to 54.5 from 49.6, with a reading over 50 indicating expansion, which relieved investors’
concerns after last week’s softer-than-expected employment data. On Thursday, initial jobless claims for the week ended August 3rd fell by 17,000 to 233,000, which was better than expected. This was the largest drop in 11 months, another positive
data point for investors. As of Friday, the market is pricing 100 basis points (bps) of rate cuts through the end of 2024, with perhaps a 50-bps cut in September followed by 25 bps cuts in November and December. The Federal Reserve remains data-
dependent, so trends in macroeconomic releases in the coming weeks and months will determine the path for rate cuts.
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