
 

 
 
 

WEEKLY ECONOMIC UPDATE FEB. 26, 2024 
 
 
Stocks vaulted to new heights last week on the back of an artificial intelligence (AI) 
semiconductor company, marking investors’ belief that AI has the potential to transform the 
U.S. economy. 
 
 
Stocks Rally To Record Highs 
Stocks traded in a fairly tight range for the first half of the short week, yawning at the lack of 
economic data while awaiting earnings results from one key company that creates chips that 
power the artificial intelligence operations of many firms. 
 
A strong Q4 corporate report and long-term message from Nvidia Corp. pushed the S&P 500 
and Nasdaq to new closing highs on Thursday. 
 
Nvidia’s market cap rose by $277 billion on the news, pushing it to a $2 trillion valuation. To put 
that in perspective, Nvidia's market cap is now roughly the same size as Canada’s economy. Its 
16% gain on Thursday was the largest one-day market cap increase by any U.S. company.1,2 
Remember, companies mentioned are for illustrative purposes only. It should not be considered 
a solicitation for the purchase or sale of any company connected with AI. 
 

 
 



 



 

Source: YCharts.com, February 24, 2024. Weekly performance is measured from Friday, February 16 to Friday, February 23. 
ROC 5 = the rate of change in the index for the previous 5 trading days. 
TR = total return for the index, which includes any dividends as well as any other cash distributions during the period. 
Treasury note yield is expressed in basis points. 
 
Inflection Point? 
Nvidia’s seismic increase in market cap gave investors pause for reflection, wondering whether 
this marked an inflection point for artificial intelligence. 
 
The main story that investors took away was that, because of its market dominance as the 
leading global provider of AI computer chips, Nvidia served as a proxy for AI. Some of the 
world’s most influential companies rely on Nvidia technology to power their own AI initiatives. 
Investors appear to have concluded that AI’s impact may just be starting and anticipate it will be 
a driving economic force in 2024 and beyond.3,4 

 
This Week: Key Economic Data 
Monday: New Home Sales. Two-year Treasury Note Auction. 
Tuesday: Durable Goods. Case-Shiller Home Price Index. Consumer Confidence. 
Wednesday: GDP report (second estimate). Petroleum Status Report. 
Thursday: Jobless Claims. Personal Income and Outlays. 
 

 
 
“There is nothing which I dread so much as the division of the republic into two great parties.” 
 
– John Adams 
 



 
 
We are living in a time of economic bewilderment. The pandemic has given us an 
unprecedented shock, but we have also seen a surprisingly swift recovery. Inflation has risen to 
the highest level in decades, but has been declining while unemployment sits at its lowest in 
years (if you believe the government data). Central banks have raised interest rates at breakneck 
pace, yet markets continue to soar to new heights. How is this possible? 
 
The answer lies in the realization that we are not experiencing a typical business cycle, but 
rather a cycle of illusion. This is not a cycle driven the by organic macro processes as outlined in 
our economics textbooks and forecasted by our DSGE (Dynamic Stochastic General Equilibrium) 
models, but one marked by huge disruptions in demand and supply, by logistical chaos and 
geopolitical tensions, by pent-up demand and increased savings, by mismatches in the labor 
market and strong wage growth, by vacant commercial real estate and shortages of residential 
real estate, by China offloading their excess capacity overseas and the West trying to rebuild its 
own capacity. It is a cycle that constantly gives false signals about the state of the economy and 
the prospects for the future. 
 
The hope that inflation will gently recede to around 2 percent has been gaining a lot of ground 
since November. Such a scenario seemed completely unattainable in October. Decreasing risk 
premiums and heightened expectations for a 'normalization' of monetary policy were the 
outcomes. But will we finally get a normal business cycle? 
 
It appears not. We are still in a transitional phase, wherein the global economy grapples with 
adapting to a new, harsher geopolitical reality. Risks such as the war in Ukraine, the crisis in the 
Red Sea, or escalating tensions between China and the United States are not isolated incidents. 
They are not some unlucky draws from the same tail of the distribution of risks we’ve always 
had. Instead, we have seen a shift in the entire distribution of those risks. This not only leads to 
more supply shocks but will also introduce new macroeconomic paradoxes. The cycle of illusion, 
it seems, is far from over. 
 
So the economy is playing tricks with us, and markets and policymakers have fallen for them. 
Only a very, very brave analyst would at this stage forecast a couple of rate hikes instead of cuts. 
Yet some of this month’s data do tell that different story. Take the US, for example. In January, 



non-farm payrolls surged by 353,000, initial claims fell, and core inflation proved stubborn at 
3.9% y/y. The producer price index (PPI) jumped by 0.5% month-on-month, University of 
Michigan inflation expectations rose, and the prices paid index of the ISM services survey hit 64. 
That’s not exactly rate-cutting territory. 
 
However, things may do a 180 again in February, as this economy is like magic. You see what you 
want to see; the reality is too complicated anyway.5 
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value of investments 

will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost. 
The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice. 
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considered to be representative of the stock market in general. 
U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury 
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risks unique to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share 

price volatility. 
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legal advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed 
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