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Watching the paint dry 
Nobel Memorial Prize-winning economist Paul Samuelson famously stated that “investing should be dull, it shouldn't be 
exciting; investing should be more like watching paint dry or grass grow”. The fundamentals on which valuations are derived 
change slowly and rarely do they develop in a straight line. Markets tend to have knee-jerk reactions to noisy headlines of 
data releases, which end up having little impact in terms of altering the outlook.  

A good example of this has been the market response to the economic data of late, especially in the US, culminating with 
the consumer price index (CPI) report1 for January. The CPI report showed the 12-month core inflation rate ticked down 
for the 10th consecutive month, the 15th time in the last 16 months, however, it was a smaller deceleration than 
anticipated. 

Markets interpreted this as a sign that prices were proving to be stickier than they had assumed. This combined with the 
continued signals of general resilience of overall economic activity, would mean the US Federal Reserve (Fed) was going to 
delay the unwind of its aggressive interest rate tightening that began in 2022. At the start of the year, the first policy 
interest rate cut was fully priced for March but has now been pushed back to June and the magnitude of cuts expected by 
year-end has now been cut in half. 

The question, therefore, is: has anything materially changed since the start of the year that warrants a rethink of the 
outlook and any related investment thesis? The answer is: not yet. 

Despite the significant deceleration in inflation with much of the low-hanging fruit being picked, the macroeconomic 
momentum has persistently been firmer than expected. This stability has long pointed to the road ahead seeing 
comparably gradual yet persistent progress that would result in inflation moving within a range of official inflation targets 
in the second half of this year.  

Accordingly, the aggressive repricing of rates late last year against increased expectations of imminent pro-active rate cuts 
by the Fed seemed misplaced, while the recent developments in the market appear to have brought consensus more in line 
with the Fed’s latest “dot plot2.” The “firm” January data does not alter these views, particularly given that the verve in 
overall prices was largely driven by a handful of components that historically have been subject to meaningful beginning-
of-the-year price adjustments and tend to normalize in subsequent months. Also, signs of further disinflation in consumer 
and producer prices outside of the US (including significant trade partner Canada3) may well temper upside risks. 

As the saying goes, one month does not a trend make. As it stands, despite all the noise, the economy appears to remain 
on the same, gradual path toward lower interest rates. Watching progress requires patience, akin to watching the paint 
dry, as the outlook unfolds.

 
1 U.S. Bureau of Labor Statistics, Bureau of Labor Statistics, Economic News Release, Consumer Price Index Summary, February 13, 2024, 
https://www.bls.gov/news.release/cpi.nr0.htm 
2 Board of Governors of the Federal Reserve System, Monetary Policy, Summary of Economic Projections, December 13, 2023, 
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20231213.pdf 
3 Statistics Canada, The Daily, Consumer Price Index, January 2024, February 20, 2024, https://www150.statcan.gc.ca/n1/daily-quotidien/240220/dq240220a-
eng.htm?HPA=1 
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Follow us on LinkedIn and stay in the know. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

  

 
This commentary is for general informational purposes only and does not constitute investment, financial, legal, accounting, tax advice or a recommendation to 
buy, sell or hold a security. It shall under no circumstances be considered an offer or solicitation to deal in any product or security mentioned herein. It is only 
intended for the audience to whom it has been distributed and may not be reproduced or redistributed without the consent of Guardian Capital Advisors LP. 
This information is not intended for distribution into any jurisdiction where such distribution is restricted by law or regulation. 

The opinions expressed are as of the published date and are subject to change without notice. Assumptions, opinions and estimates are provided for illustrative purposes 
only and are subject to significant limitations. Reliance upon this information is at the sole discretion of the reader. This document includes information and 
commentary concerning financial markets that was developed at a particular point in time. This information and commentary are subject to change at any time, 
without notice, and without update. This commentary may also include forward-looking statements concerning anticipated results, circumstances, and expectations 
regarding future events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent risks and uncertainties. There is significant 
risk that predictions and other forward-looking statements will not prove to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease 
in response to economic, political, regulatory and other developments. Investments in foreign securities involve certain risks that differ from the risks of investing in 
domestic securities. Adverse political, economic, social or other conditions in a foreign country may make the stocks of that country difficult or impossible to sell. It is 
more difficult to obtain reliable information about some foreign securities. The costs of investing in some foreign markets may be higher than investing in domestic 
markets. Investments in foreign securities also are subject to currency fluctuations. The risks and potential rewards are usually greater for small companies and 
companies located in emerging markets. Bond markets and fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are also 
associated with fixed income securities. Diversification may not protect against market risk, and loss of principal may result. This commentary is provided for 
educational purposes only. It is not offered as investment advice and does not account for individual investment objectives, risk tolerance, financial situation or the 
timing of any transaction in any specific security or asset class. Certain information contained in this document has been obtained from external parties, which we 
believe to be reliable, however, we cannot guarantee its accuracy. These sources include Bloomberg, Bank of Canada and National Bank Independent Network for the 
relevant periods cited in this commentary. Guardian Capital Advisors LP provides private client investment services and is an indirect wholly owned subsidiary of 
Guardian Capital Group Limited, a publicly traded firm listed on the Toronto Stock Exchange. All trademarks, registered and unregistered, are owned by Guardian 
Capital Group Limited and are used under license. 
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