
After rebounding from a rocky 
start in August, Wall Street 
started September with an-

other big swoon. More volatility could 
lie ahead as the economy continues 
to slow, the presidential election 
draws closer, and the Federal Reserve 
finally gets ready to start lowering 
interest rates. 

As you probably recall, the stock 
market started August with a three-
day rout that culminated on August 5, 
when Wall Street had its worst 
day in over a year. Several factors like-
ly triggered the sell-off, including the 
release of downgraded earnings pro-
jections from some of the Magnificent 
7 tech companies, another disappoint-
ing jobs report from the Labor Depart-
ment, and the surprise  
announcement that Japan’s Central 
Bank intends to start raising interest 
rates. While some volatility remained 
throughout the month, all three 
major indexes managed to finish 
August with slight gains: the S&P 500 
added 1%, the Dow 0.6%, and the 
Nasdaq 1.1%.1   

Then came September and it was 
déjà vu all over again. On September 
3, the Nasdaq plunged by 3.3%, the 
S&P by 2.1% and the Dow by 1.5%, 
marking Wall Street’s worst day 
since… well, since August 5. Trigger-
ing factors this time included the re-
lease of new data showing that the 
U.S. manufacturing industry could be 

weakening and worries about how 
this month’s pending unemployment 
report could impact the Fed’s decision 
to lower or not lower short-term inter-
est rates at their next meeting on 
September 18.2  
Recession Worries  

The bottom line is that investors 
are becoming increasingly concerned 
about a potential recession. At the 
same time, they are anxiously watch-
ing for signs that the Fed shares that 
same concern and will take the right 
countermeasures, at the right times, to 
support the weakening economy. The 
good news there is that at the Fed’s 
last meeting on August 23rd, Chair-
man Jerome Powell said “the time has 
come” for a rate cut based on cooling 
inflation numbers, the slowing job 
market, and other factors. Many 
economists expect the Fed will ap-
prove a rate decrease of at least .25% 
at their September meeting.3    

But, of course, there’s no guaran-
tee that will happen, and even if it 
does it won’t be a panacea for all the 
various worries weighing on investors 
as we move toward the final fiscal 
quarter of 2024. As noted, Japan’s in-
tention to raise interest rates at a time 
when most Central Banks around the 
world (including ours) are moving to 
lower rates is a new concern, as are 
those downgraded 2025 earnings pro-
jections for several big tech compa-
nies, as well as many companies in 

other sectors.  
As I also mentioned, the presiden-

tial race is also on the minds of in-
vestors and will increasingly be a 
concern as November draws closer. 
With Kamala Harris still carrying 
strong momentum, the prospect of a 
Democratic win means that an in-
crease in the corporate tax rate – with 
a negative impact on earnings – could 
eventually be in store.  In addition, 
there are, of course, still several 
geopolitical issues that could escalate 
and disrupt the markets at any time, 
in particular the ongoing wars in 
Ukraine and Gaza.   

So, once again, investors have a 
lot on their minds and will be keeping 
a close eye on the Fed as the rest of the 
year unfolds. If they remain optimistic 
the Fed will make the right moves to 
keep the economy from falling into a 
full-blown recessionary spiral, the 
markets should remain relatively 
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healthy. It would seem the bond market 
is already showing signs of optimism 
and has priced in the Fed’s first expect-
ed rate cut later this month. The interest 
rate on the U.S. 10-year treasury bond 
has dropped from just under 4% a 
month ago to 3.77% as of early Septem-
ber.4  
Your Portfolios  

Long-term rates will likely continue 
to trend downward once the Fed does 
start cutting short term 
 rates, which, of course, would likely 
mean an increase in the values of the in-
dividual bonds and bond-like  
instruments in the portfolios of fixed-in-
come investors. Remember, however, 
that interest rates aren’t the only force 
that affects bond values. As I pointed 
out last month, going  
forward, those of you in our most con-
servative portfolios of bonds and bond-
like instruments may, depending on 
your holdings, see your values impact-
ed a bit by credit spread  
fluctuations once the Fed does start 
lowering rates, but the impact will like-
ly be minimal.  

Of course, the most important thing 
to remember, as I always stress,  
is that any fluctuations up or down  
in your asset values on paper are  
largely irrelevant when you are  
investing for income because your  
interest and dividend return remain 
steady and unchanged regardless of mar-
ket conditions.   

With that in mind, I’m happy to re-
port that thanks to the market’s August 
rebound, we are now on track with our 
portfolios to deliver an average income 
yield of 5-6.5%, net of fees, for the year, 
which is on track to slightly ahead of 
our target goal.   

As always, if you have any ques-
tions about your investments or any 
other issue, please call our office at any 
time!     zxxx 
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Debt and Your Retirement

M ost people’s vision of retirement not only involves 
freedom from work, but also, freedom from debt. 

Mortgages, credit card debt — even student loans — 
now follow people into their golden years, and that can 
have serious consequences for their long-term financial 
health.  
The Debt-Free Retirement Goal 

When you retire, you stop actively earning income 
and start living on your savings. If you’re still paying 
off debt, those payments will be another fixed expense, 
which means you’ll have less to spend on things you 
truly enjoy. By going into retirement debt-free, you’ll 
lower your living expenses, which will make your nest 
egg last longer.  
Reducing Debt before Retirement 

If at all possible, you’ll want to eliminate your debt 
before you retire. Of course, some types of debt are 
worse than others. High-interest credit card debt can be 
a significant burden, so you’ll want to eliminate it as 
quickly as possible. If you have a car loan and are close 
to retirement, consider selling the car after you quit 
working, since many people find that they no longer 
need multiple vehicles in retirement. Getting debt-free 
before retirement may also mean aligning your mort-
gage payoff date with your retirement date; you may 
be able to bring your mortgage payoff date closer by 
making extra payments.  

One thing you shouldn’t do: take money out of 
your retirement accounts to pay off credit card or mort-
gage debt. If you focus all your financial resources on 
paying off your loans, you run the risk of retiring with 
inadequate savings. Another potential misstep: priori-
tizing debt payoff over saving. While you don’t want to 
be saddled with excessive debt, you also don’t want to 
end up cash poor in retirement, without enough money 
to meet everyday expenses. 
Debt in Retirement 

Unfortunately, many people still end up nearing re-
tirement holding a significant amount of debt. If that’s 
your situation, you have several options. One is to 
delay retirement for a few years while you concentrate 
on paying off debt. In addition, if you delay claiming 
Social Security, your monthly payment will increase by 
up to 8% a year until you reach age 70. 

If you must enter retirement with debt, you may 
need to pare down your lifestyle — traveling less fre-
quently, moving to a smaller home, or giving up your 
boat or RV — to reduce debt and minimize the risk of 
outliving your retirement savings.  

Finally, know that going into retirement with debt 
poses some other, specific risks. While most creditors 
can’t garnish your Social Security payments, the federal 
government is an exception. If you owe back taxes, stu-
dent loans, alimony, child support, or certain other 
types of payments, you may lose up to 15% of your So-
cial Security benefit.     zxxx
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