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Market Notes 
March 30, 2023 

BIG NUMBER | 11 
What Happens When The Fed Stops Raising Rates? 
Stocks stand to benefit if the Fed eases up on the brakes 

Continued concerns about the health of the U.S. banking system and the economy have some investors 
convinced that the Fed will soon end its campaign of inflation-fighting interest rate hikes in an effort to support 
overall financial conditions. 

Expectations about Fed policy have shifted drastically in the wake of Silicon Valley Bank’s collapse and the 
market increasingly thinks we may be close to peak rates for this current cycle. 

If they’re right, equities could benefit. To see why, consider the Russell 1000 Index’s historical returns during the 
six-month period after the federal funds rate peaked, going back to 1981 (see the chart). 
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It’s also unclear whether the Fed will actually dial back on its earlier commitment to “ongoing increases” to combat 
inflation. Future data on inflation, job growth, and wage growth—all of which have been surprisingly strong so far 
this year—will likely paint a clearer picture of the Fed’s next steps.  

 

 

  

 

 

 

 




