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Can The Rotation Continue?  The Fed, Current Trends & Historical 
Performance 
 
Chairman Powell’s acknowledged in his testimony to Congress on July 10 that cooling inflation and labor market 
might necessitate interest rate cuts sooner than anticipated.  This was followed by historic moves in the equity 
market. From 10JULY through Monday’s close the S&P 500 is down 3%, this amount is negligibly newsworthy, 
especially given the change in the Presidential election landscape.  However, as mentioned in previous posts, 
Which Way Did The Market Go? , The New Trend Rotation Not Just For Small Caps , and The Election's Impact On 
The Market there is an underlying trend developing in the market.  The Nasdaq 100 fell 7.8% over this period, 
while small cap stocks, represented by the Russell 2000 gained 9%.  The rotation from big tech has been broader, 
the table illustrates the performance of the sectors of the S&P 500 through Monday’s close. 
 

On Wednesday, the Federal Reserve will announce interest rate policy.  
The market is waiting to see if Powell’s Congressional testimony is 
matched by either Fed action or strong language in the accompanying 
monetary policy statement.  Interest rate futures do not imply a move 
in rates tomorrow, so the focus of the market will be on the Fed’s 
statement and projections.  A bias towards lower rates, with 
confidence of waning inflation and labor market slack should continue 
the current trend of small caps performing better than the rest of the 
market.  If the Fed has the inclination to procrastinate and wait for 
more data, the current outperformance of the Russell 2000 should 
subside. 
 
The data on the table is as of Monday’s close, and some of the indexes 
are approaching a 10% move.  Analyzing daily data from Feb 2001 until 
January 2023 and averaging the performance over random five-year 
intervals there are some interesting statistics to keep in mind.  The 
Nasdaq 100, on sell offs of at least 10%, average down 16.5%, and the 
move happens over 41 trading sessions.  The Russell 2000 on moves 
higher by at least 10%, average gains are 29.7% and the cycle lasts for 
139 trading sessions. 

 
While the absolute movement of the indexes in relation to one another is historic, as reported by other news 
agencies. The rationale behind the moves are common arguments that always drive the market.  The expectation 
that the current move will continue in the same pace and manner (Nasdaq down, Russell up) is unlikely as the 
historic correlation between the indexes is 70% (current overperformance is 16.8% as of Monday’s close).  
Markets tend to mean revert, and the most likely manifestation of the continuation of the trend is that the Russell 
2000 outperforms on higher prices. 
 
Contact Triathlon Partners LLC for further discussion on the topic.  Please see the next page for disclosures.  The 
Nasdaq 100 is down 1.47% and Russell 2000 is up .28% as of posting, these figures aren’t included in the above 
calculations. 
 

Sector
YTD Until 
Rotation

Since 
Rotation

IT 23.5% -9.4%
Communications 20.8% -3.8%
Financials 11.5% 3.4%
Utilities 9.7% 2.9%
Staples 7.5% 1.4%
HealthCare 7.3% 2.5%
Discretionary 7.1% -3.0%
Industrials 7.0% 3.4%
Energy 6.6% 2.3%
Materials 3.4% 3.5%
Real Estate -3.5% 6.0%

Russell 2000 1.3% 9.0%
Nasdaq 100 22.8% -7.8%
S&P 500 18.1% -3.0%
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Contact us 
Visit us on the web:  TriathlonPartners.com 
Follow us on Facebook 
Connect with us on LinkedIn 
 
To unsubscribe click here 
 
TRIATHLON PARTNERS LLC is a registered investment adviser.  The information presented is for educational purposes only and is not intended to 
make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies.  Investments involve risk and, 
unless otherwise stated, are not guaranteed.  Be sure to first consult with a qualified financial adviser and/or tax professional before implementing 
any strategy discussed herein. Past performance is not indicative of future performance. 
Investment Advisory Services are offered through TRIATHLON PARTNERS LLC, a registered investment adviser. Insurance products and services are 
offered and sold through individually licensed and appointed agents in all appropriate jurisdictions. 
Please remember that securities cannot be purchased, sold, or traded via e-mail or voice message system. Likewise, insurance coverage 
cannot be bound, altered, or cancelled via e-mail or a voice message system. 
This email transmission and any documents, files or previous email messages attached to it may contain information that is confidential or legally 
privileged.  If you are not the intended recipient, you are hereby notified that you must not read this transmission and that any disclosure, copying, 
printing, distribution, or any action or omission of this transmission is strictly prohibited.  If you have received this transmission in error, please 
immediately notify the sender by telephone at 1-475-241-4417 or return and delete the original transmission and its attachments without reading or 
saving in any manner.  
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