
 

The Market’s Biggest Lie: “It’s All About the 
Fed” 
If you listen to financial TV long enough, you’ll hear the same 
message again and again: “It’s all about the Fed.” When stocks 
rise, commentators say the Federal Reserve must be getting ready 
to lower interest rates. When stocks fall, they blame the Fed for 
keeping rates too high. If the market stalls, investors claim they’re 
simply “waiting on the Fed.” 

It sounds logical. It’s simple. And that’s exactly why so many people believe it. 

But the truth is more complicated. The Federal Reserve is important, but it’s only one 
part of a much bigger system. Markets move for many reasons, and history shows that 
interest rates alone rarely explain the full story. 

At the end of the day, a stock represents ownership in a business. Businesses sell 
products and services. They hire workers. They generate profits—or they don’t. Over 
time, stock prices tend to follow those profits. When earnings grow steadily, stock prices 
usually rise. When earnings shrink, stock prices struggle. 

Interest rates matter because they affect borrowing costs and valuations. Lower rates 
can encourage borrowing and investment. Higher rates can slow those things down. But 
rates don’t create profits by themselves. Companies still need customers, demand, and 
healthy margins. If those things weaken, the Fed cannot simply wave a wand and make 
them stronger. 

The Fed also doesn’t control many of the forces that shape markets. It doesn’t set oil 
prices. It doesn’t control wars or geopolitical tensions. It doesn’t manage global supply 
chains or determine whether consumers feel confident enough to spend money. All of 
those factors influence the economy, and they often move markets just as much as 
interest rates do. 



Right now, many of those forces are pulling in different directions. Energy prices can 
spike when geopolitical conflicts intensify. Tariffs and trade policies can raise costs for 
companies that rely on global supply chains. Consumers can suddenly tighten their 
belts if they worry about the economy. None of these shifts come from the Fed, yet they 
all affect corporate profits and market sentiment. 

The danger of the “it’s all about the Fed” mindset is that it can distract investors from 
asking the right questions. Instead of looking closely at company fundamentals, people 
begin focusing only on the next interest rate decision. They wait for the next speech, the 
next press conference, or the next hint from policymakers. 

Meanwhile, the more important signals may be hiding in plain sight. Are companies 
growing their earnings? Are their balance sheets strong? Are profit margins expanding 
or shrinking? These factors often determine long-term investment outcomes far more 
than a small change in interest rates. 

Another thing investors often forget is that markets are forward-looking. Prices tend to 
move months before economic data changes and well before the Fed acts. Sometimes 
the market falls first, signaling economic trouble ahead, and only later does the Fed 
respond by cutting rates. Other times the market begins rising well before any rate cuts 
happen at all. 

In other words, the market often leads and the Fed follows. But when people tell the 
story later, they often reverse the order and say the Fed caused the move. 

Over long periods of time, the biggest drivers of stock returns remain surprisingly 
simple: earnings growth, cash flow, and the overall strength of a company’s business 
model. Interest rates can influence the speed of the market and affect valuations around 
the edges. But they rarely determine which businesses ultimately succeed. 

The Federal Reserve matters, but it isn’t the puppet master of the stock market. Markets 
are shaped by millions of decisions made by businesses, consumers, and investors 
around the world. They respond to profits, innovation, competition, and economic 
conditions that stretch far beyond one central bank. 

The real danger comes when a simple story replaces real analysis. “It’s all about the 
Fed” sounds smart, but it often acts as a shortcut that prevents investors from looking 
deeper. And shortcuts rarely lead to better decisions. 

When the headlines fade and the noise settles, the market usually returns to the same 
principle that has guided it for decades: strong businesses with growing profits tend to 
rise over time, while weaker ones fall behind—no matter what the Fed does. 
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