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Welcome to the Sunday Dump, your weekly 5 minute digest of
the most exciting developments in finance, economics and

current events. 
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Markets

 This week, the US stock market saw gains across major indices, with the NASDAQ rising 1.3%, the S&P
500 increasing by 1.4%, and the Dow Jones Industrial Average up 1.1%. Investor sentiment was rallied by

the Fed confirming a rate cut at the Jackson Hole Symposium (Read economic data for further
explanation of rate cuts.). 

 Betting on Rate Cuts
 

Historically, the stock market has performed well in the years following the first rate cut. For example,
after the September 1984 rate cut, the market was up 8.6% one year later and 39.1% two years later.

Similar trends were observed after the November 1987 cut, with gains of 18.8% and 50.2% over one and
two years, respectively. While the June 1989 rate cut led to more modest gains of 6.5% and 20.1% over
the same periods, the overall trend has been positive. However, it's important to note that not all rate
cuts have led to market gains. The two notable exceptions occurred in 2001 and 2007, following rate
cuts that led to negative market performance due to the dot-com bust and the subprime mortgage

crisis, respectively. Despite these downturns, today’s economic environment is markedly different. We
have observed a strong, growing economy and reducing inflation as opposed to the recessionary

pressures seen during those periods.

 As investors digest the implications of a rate cut, the market is likely to remain volatile. While history
suggests that a rate cut could lead to positive returns, the broader economic context will be key in

determining the market's future direction.

https://www.cnbc.com/2024/08/23/fed-chair-powell-indicates-interest-rate-cuts-ahead-the-time-has-come-for-policy-to-adjust.html
https://www.schwab.com/learn/story/what-past-fed-rate-cycles-can-tell-us
https://www.investopedia.com/terms/d/dotcom-bubble.asp
https://www.investopedia.com/terms/s/subprime-meltdown.asp
https://www.investopedia.com/terms/s/subprime-meltdown.asp


Economic Data

 
As mentioned in the markets section, the highlight for this week was Federal Reserve Chair

Jerome Powell's speech at the Jackson Hole Economic Symposium, the most anticipated
news for the entire year. However, why was this speech so important for all investors and

what exactly does it mean regarding interest rates? The Jackson Hole Economic Symposium
is an event where central bankers, financial leaders, and economists around the globe gather

to discuss and announce policy decisions and global financial stability. This year, Powell’s
remarks were especially important due to the current challenges the Fed is facing in order to

avoid pushing the economy into a recession and controlling inflation. But ultimately, he
announced that it was time to cut interest rates in the U.S. The term “cutting rates” refers to

the reduction of the Federal Funds Rates (the interest rate at which banks lend to each
other). The federal funds rate is the benchmark for all other interest rates that we are more
familiar with such as loans, mortgages, and business investments. The main impact of lower
interest rates is that consumers and businesses can borrow money at a cheaper rate. As a

result, a business might be able to invest in new projects or increase their inventory, and an
ordinary consumer may be able to make more purchases. On the other hand, lowering

interest rates in the U.S. can lead to a weaker currency because it makes holding the dollar
less attractive to foreign investors. 

 The interest rate cut that was announced this week is going to take place in the next Fed
meeting on September 18th. However, investors are still anticipating how deep the cut will

be. In other words, how much lower will the new interest rate be? Will the cuts be aggressive
or more measured? 

https://www.kansascityfed.org/research/jackson-hole-economic-symposium/about-jackson-hole-economic-symposium/
https://www.boltonusa.com/understanding-fed-rate-cut/
https://www.investopedia.com/terms/f/federalfundsrate.asp


Stock of the Week

Cava Group, Inc. (CAVA) has quickly become a favorite in the fast-casual
dining sector, with its stock reaching record highs following impressive

Q2 results. The Mediterranean chain reported net sales of $233.5 million, a
35.2% year over year increase, significantly exceeding expectations. The

reported earnings per share of $0.17 also beat forecasts. Same-store sales
jumped 14.4%, driven by higher foot traffic, increased menu prices, and
the successful launch of grilled steak in June. Cava's stock surged to a

record $102.39 on Wednesday, then reached an all-time high of $122.95 on
Friday. Analysts are bullish on Cava's long-term growth potential due to

their expansion plans and innovation, such as their loyalty program
relaunch and AI drive kitchen tech. With plans to open 1,000 locations by

2032, Cava is setting itself up for growth. 

https://www.cnbc.com/quotes/CAVA
https://www.cnbc.com/2024/08/22/cava-group-cava-earnings-q2-2024.html
https://www.investopedia.com/terms/y/year-over-year.asp
https://www.investopedia.com/terms/s/samestoresales.asp
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The articles and newsletters produced by the Sunday Dump, a group of high
schoolers trying to help others better understand finance and economics, are
meant to be used for informational purposes only and not as financial advice.

Nothing on our site is a recommendation to buy or sell any securities. All of the
content on this site is meant to be general and not directly made for a specific

individual or entity. By reading the Sunday Dump, readers assume the complete
responsibility of evaluating the risks associated with the use of any information on
our site. We assume no responsibility or liability for individual profits or losses and
will not be held liable for any decision made to buy or sell securities. Investing in
securities is risky, and financial loss is possible. We are confident that our work is

not a waste of time, and we seek to provide truthful information for readers to
enjoy. We highly encourage readers to use the Sunday Dump as a starting point for

further research and learning.

Disclaimer:
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