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2023 Market Recap

“Soft Landing”

Heading into 2023, many market participants expected below average equity 

returns 

One of the most anticipated recessions in history– did not happen in 2023

Stock Performance Surprised to the Upside

The S&P500 increased 26%, significantly higher than long term average despite 

negativity heading into 2023

Performance was largely driven by the mega-cap tech stocks

EPS growth remained positive, but stocks were mainly driven by multiple 

expansions to 19.6x forward P/E

The lesson we keep learning– it is difficult to forecast and predict.

The Metrics that Mattered

Economic growth was resilient at 2% trend growth and corporate EPS remained 

positive

Low unemployment was sustained below 4%, but metrics such as inflationary 

wage growth slowed

CPI inflation (and the Fed preferred metric of CPE) showed clear improvement

The Federal Reserve and the Bond Market Expectations

The risk-asset rally driven by the Fed pause in raising rates, with merely an 

expectation that rate cuts will come in 2024.

The bond market is expecting 4 – 6 Fed rate cuts in 2024. The Fed has an official 

projection of 3 rate cuts
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December 30, 2022:
2023E EPS: $251.51
Price / Earnings: 15.3

December 29, 2023:
2023E EPS: $243.52
Price / Earnings: 19.6
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Market Overview: Performance

Russell 3000 Value Index

Performance 12/30/2022 – 08/31/2023: 5.8%

Performance 09/01/2023 – 10/31/2023: -7.9%

Performance 11/01/2023 – 12/29/2023: 13.5%

2023 Performance: 11.6%

S&P 500 Index

Performance 12/30/2022 – 08/31/2023: 18.7%

Performance 09/01/2023 – 10/31/2023: -6.9%

Performance 11/01/2023 – 12/29/2023: 12.8%

2023 Performance: 26.3%

Russell 2000 Value Index

Performance 12/30/2022 – 08/31/2023: 4.8%

Performance 09/01/2023 – 10/31/2023: -12.1%

Performance 11/01/2023 – 12/29/2023: 21.8%

2023 Performance: 16.9%
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Market Overview: 2023 Expectations

Heading into 2023, Wall Street strategists forecasted a negative return for the S&P 500.
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Market Overview: 2023 Expectations

Heading into 2023, individual investor sentiment was bearish.

Source: Creative Planning
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Market Overview: 2023 Expectations

Heading into 2023, the consensus recession probability among economists was just shy of 70% .

Recession 
Probability 
Next 12-Months

Source: Bloomberg
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Market Overview: Inflation

Throughout 2023, inflation moderated from 6.5% to 3.0%.

Contributors to headline CPI inflation Contributors to core services ex-shelter CPI inflation*
Contribution to y/y % change in CPI, non-seasonally adjusted Contribution to y/y % change in custom CPI index, non-seasonally adj.
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Market Overview: U.S. GDP

Despite expectations for “hard-landing”, GDP was better than feared. 
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Market Overview: Federal Reserve

Market expectations & Federal Open Market Committee project the Federal Funds Rate to decline in 2024. 

 Federal funds rate expectations
 FOMC and market expectations for the federal funds rate
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Federal funds rate
FOMC year-end estimates

FOMC long-run projection*
Market expectations

 FOMC December 2023 forecasts
 Percent

2023 2024 2025 2026 Long
run*

 Change in real GDP, 4Q to 4Q 2.6 1.4 1.8 1.9 1.8

 Unemployment rate, 4Q 3.8 4.1 4.1 4.1 4.1

 Headline PCE inflation, 4Q to 4Q 2.8 2.4 2.1 2.0 2.0

 Core PCE inflation, 4Q to 4Q 3.2 2.4 2.2 2.0

Long run

Source: J.P. Morgan
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Recap

2023 performance relative to 

expectations reinforced the 

importance of having a correct 

asset allocation and staying 

invested.
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Market Overview: Staying Invested

Source: J.P. Morgan

S&P intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns were positive in 33 of 44 years
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Market Overview: Staying Invested

Source: Fidelity, Bloomberg
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Staying invested in equities, through all the ups and downs, remains the best way to build long-term wealth.
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Market Overview: Staying Invested

Source: JP Morgan Asset Management



LEARN MORE ABOUT PROTECTING & BUILDING WEALTH

A periodic column dedicated to the practice of protecting & building 
wealth, written by Keith R. Schicker, CFA

WELCOME TO INVESTMENT INSIGHTS
Introducing a new space offering a unique perspective on, and 
approach to, the practice of protecting and building wealth. 

THE RULE OF TWO
Looking back on the first year of Investment Insights.

READ

ON DIVERSIFICATION
It’s okay to keep at least some of your eggs in one basket.

Read Our Investment Insights

IT’S ALL RELATIVE
How can good news sometimes be bad and bad news 
sometimes be good?

READ

READ

READ

Want to receive Investment Insights 
directly to your inbox?
 
Sign up here or scan the QR code

https://zuckermaninvestmentgroup.com/resources/investment-insights/
https://zuckermaninvestmentgroup.com/resources/investment-insights-11/
https://zuckermaninvestmentgroup.com/resources/investment-insights-12/
https://zuckermaninvestmentgroup.com/resources/investment-insights-10/
https://zuckermaninvestmentgroup.com/wealth-management-news-insights/
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