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Major Index Returns – Q1 2023
All Major Indexes Ended Positive – Led by Tech/Growth Stocks & Developed International Stocks
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60/40 Portfolio Historical Performance from 1950-2022
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What are we watching for Q2 and beyond?
Key Risks

Key Risks – Q2 2023

1) Consumer / Job Market Pullback

2) Lower Corporate Earnings

3) Persistent Inflation / Hawkish Fed

4) Recession (or “soft landing”?)

5) Geopolitical Strains Worsen
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US Consumers Remain Resilient
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Robust Job Market Continues…But How Much Longer?
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Corporate Profit Margins

Image Sources: JP Morgan Guide to the Markets (3/31/23)
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S&P 500 Earnings Per Share
‘Earnings Recession’ Ahead Followed By Growth?

Additional Sources: FactSet Earnings Insight (3/31/2023), JP Morgan Guide to the Markets (3/31/23)
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Inflation Continues Cooling Trend
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U.S. Housing Market
Home Prices & Sales Continue Falling. But Demand Picked Up Recently as Rates Fell.
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Federal Reserve Forecasts – Rates & Inflation

Image Source: JP Morgan Guide to the Markets (3/31/23)
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Recession Determinants/Indicators
NBER Data “Heatmap” & Citi Economic Surprise Index

Image Source: JP Morgan Guide to the Markets (3/31/23) 12



What are we watching for Q2 and beyond?
Key Risks & Opportunities

Potential Opportunities

• Bonds are Back – Investment-grade bonds, as well as CDs, are now paying 
attractive interest rates in the average range of 4-5%.  Demand for these higher 
income streams may help price appreciation for existing bond holdings as well.  
This should bode well for intermediate-long duration bonds particularly.

• Cash Equivalents Too - Money Market Funds have become more attractive 
with many now paying over 4% Viable cash alternative with stable, reliable income 
stream.  CD’s have also become more attractive with many paying 4-5% interest

• U.S. Mid & Small Cap Equity – Valuations are attractively discounted for Mid 
and Small Cap stocks, mainly Blend and Value, compared to 20-year averages.  

Small Cap stocks particularly have also historically performed well following an 
economic downturn, so investing at a discounted price could bode well for future 
appreciation once our economy gets back to recovery/growth mode.
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U.S. Bond Yields Attractive Overall

Image Source: JP Morgan Guide to the Markets (3/31/23)
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Attractive Cash Equivalent Rates

Sources: YCharts, Ally Bank, US Department of the Treasury, Marcus by Goldman Sachs
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U.S. Equity Returns & Valuations By Style
Mid & Small Cap (Blend, Value) Attractively Valued

Returns Valuations

Image Sources: JP Morgan Guide to the Markets (3/31/23)
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Small Cap Stocks
Positioned for Eventual Rebound?

Image Sources: JP Morgan Guide to the Markets (2/28/23)

?
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Bull vs. Bear Markets
Bull markets have historically lasted significantly longer with higher levels of positive return

Image Sources: JP Morgan Guide to the Markets (3/31/23)
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