
market UPDATE 

“If everyone is thinking alike, then  
somebody isn’t thinking.”  

                                      – George S. Patton
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Asset Class Returns (as of June 30, 2023)
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Market & Economic Synopsis
•	The Federal Reserve (Fed) raised the fed funds rate by 500 basis points 

(5%) over the last 15 months with more potential rate hikes by year end.  
The June dot plot signaled a fed funds rate of 5.6% by year-end.

•	Headline inflation pressures continue to ease to the lowest levels since 
March ’21, but core inflation (minus energy and food) remains sticky at 
4.6% for the last 6 months. 

•	Banking sector turmoil has subsided after three US banks and one Swiss 
bank collapsed (Silicon Valley Bank, Signature Bank, First Republic Bank, 
Credit Suisse). 

•	Oil prices continue to decline – Crude oil is now down 43% off its peak.

•	Unemployment rate remains at 3.7%, while the historical average is 
over 5%.  

•	Mega-cap technology stocks were responsible for the majority of equity 
gains for the first half of the year, but the rally has broadened to other 
sectors (i.e. Industrials and consumer discretion).

•	The debt ceiling was suspended though January 2025. This marks 
the 79th time since the 1960s that the debt ceiling has been raised or 
suspended. 

•	India overtook China to become the most populous nation on the 
planet, consequently becoming the world’s largest pool of labor. 

Market Update
The first half of 2023 has seen a complete market reversal from a year ago. Growth has outperformed value and technology has had 
the best first half of a year in decades on the back of the artificial intelligence euphoria. The equity markets hit every pitch thrown its 
way, building confidence and momentum as the middle of the year approached –better than expected corporate earnings, the US 
government avoided default, and the banking sector stabilized. The S&P 500 index finished June at 4,450 which is slightly above our 
year-end price target of 4,400. However, we expect more challenging and volatile equity markets for the second half of the year, with 
potentially unexpected curve balls. Usually when confidence and optimism is this high, disappointment is an inning or two away.  

Fixed income yields continued higher which weighed on bond prices, but generous yields across the curve still make bonds attractive for 
many investors. Although the Federal Reserve is near the end of its tightening cycle, we still expect one or two more interest rate hikes 
before year end. Locking in these generous rates with longer maturities is a recommended strategy before rates begin to fall. 

Consumer Financial Health – The Good, the Bad, 
& the Ugly
Consumer spending has driven economic growth over the last 
year. With savings rates at historical highs coming out of the 
pandemic, the average person did not hesitate to spend. Many 
signals still point to a resilient, confident consumer. The labor 
market remains historically tight driving wage growth across 
industries. Restaurants are packed – good luck walking into a 
highly rated restaurant these days without a reservation. But 
recently, there have been conflicting and concerning messages 
on the consumer’s true financial health. Buyers are showing signs 
of retail fatigue by cutting back on big ticket items and premium 
brands. Credit card debt has reached record highs while excess 
savings is simultaneously evaporating. A weakening consumer 
may drive down inflation, but are these warnings a flashing sign 
that a recession is just around the corner? We have not jumped to 
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The S&P 500s Performance Driven By Narrow Set Of Leaders

Source:  FactSet, Data as of 5/31/2023
Source: Monthly CIO View – June 2023
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(continued)

such a conclusion, but we continue to monitor closely the health 
of the American household. 

Positives
•	 Wage growth above historical average
•	 Real Disposable Income Increasing
•	 Gasoline prices down year over year 
•	 Consumer confidence reached its highest level since Jan‘22
•	 Travel, restaurant, and hotel spending at record highs 

Negatives
•	 Record Level of Credit Card Debt
•	 Savings Rate Near Multi-Decade Lows
•	 Auto Loan, Mortgage and Credit Card Rates at Multi-Year Highs
•	 Dollar General cut outlook as customers cut spending 

Restaurant Spending Outpacing Retail Sales

Source: FactSet, Data as of 6/5/2023
Source: Investm
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Artificial Intelligence (AI) – A New Technology Frontier 
“If every person on earth completed one calculation per second, 
it would take 305 days to do what the world’s most powerful 
computer can do in one second” 
                                – International Business Machines (IBM)

Historically, a machine’s computational capability was dependent 
on human programming, but the modern computer can acquire 
and apply knowledge independent of human input. This is 
considered artificial intelligence or AI. AI has the potential to 
transform the global economy on a scale never seen before 
making it the new buzzword on and around Wall Street. So much 
so, that analysts and investors track how many times a CEO or 
CFO uses the word on an earnings call. Their reasoning: just 
as the assembly line and internet increased productivity, AI is 
expected to improve workforce efficiency and accuracy, driving 
profitability and ultimately a stock price. Throughout history, 
the composition of the stock market has been dominated by 
the innovation of the time-period. During the 19th century, the 

transcontinental rail system transformed America, and railroad 
companies made up over half the entire stock market. By the 20th 
century, oil was king to fuel cars and planes, so unsurprisingly 
oil companies comprised the majority of the stock market. As 
we look back on the last twenty years, computer and software 
innovation has dominated the start of the 21st century economy 
and consequently technology is about 26% of the S&P 500 Index 
– healthcare is a distant second at 14.5%. As we progress through 
this century, it is assumed the companies that embrace and 
successfully implement artificial intelligence, will become the 
most successful and valuable to investors and society. Many of 
the largest most recognizable companies in the world have been 
using AI for years not only in their business operations, but also 
in the products we as consumers use every day. These include 
Google search, Iphone’s Siri voice assistant, Uber maps, Amazon’s 
Alexa, and Netflix. As with all new frontiers, there will be winners 
and losers but for the companies that can effectively traverse this 
new horizon, the future is bright. 

Source: Artificial Intelligence | An Economic Revolution, Giampiero Fuentes Raymond James 
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Around the Office
MESSAGE FROM MAC
On December 31, 2023, I will be retiring.

While I look forward to my coming years with great anticipation, it 
will be a bittersweet moment as well. After 37 years in this amazing 
industry, I look back and realize this is not what I’ve done with my 
life but rather it’s who I was for so long.

To know that I’ve had my fingers on the economic pulse of the world 
for so long is amazing to me. What a privilege I have been given; a 
front seat to witness both the most prosperous years and the least 
prosperous as well. At times we cheered. Others, we looked into the 
abyss of financial calamity.

I’ll be communicating more in the coming months.

In the meantime, May I simply say, Thank You!

Mac

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other expenses, which will affect actual investment performance. You cannot invest directly in any 
index. Individual results may vary. Past performance is not a guarantee of future results. There is no assurance any of the forecasts mentioned will occur.
Opinions expressed reflect the current opinion of the author and not necessarily those of Raymond James. All opinions are as of this date and are subject to change without notice. Any information is not a complete 
summary or statement of all available data necessary for making an investment decision and does not constitute a recommendation. Investments mentioned may not be suitable for all investors. The information has 
been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.
The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter. The S&P 500 is a broad-based measurement of performance of 500 widely-held common 
stocks. The Barclays Aggregate Bond Index is a diversified index measuring approximately 6,000 investment grade, fixed-rate taxable securities. The Bloomberg Commodity Index is a diversified benchmark for the 
commodity futures market. The MSCI EAFE index is designed to measure the equity market performance of developed markets excluding the U.S. & Canada. The Barclays Municipal Bond Index is a measure of the 
long-term tax-exempt bond market with securities of investment grade. The Citigroup Broad Investment Grade Bond Index is market capitalization weighted and designed to track the performance of U.S. dollar-
denominated bonds issued in the U.S. investment-grade bond market.
International investing involves additional risks such as currency fluctuations, differing financial and accounting standards, and possible political and economic instability. Also, investing in emerging markets can be 
riskier than investing in well-established foreign markets. There is no assurance any of the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a loss, including the 
loss of all principal. Investing in the energy sector involves special risks, including the potential adverse effects of state and federal regulation and may not be suitable for all investors.
U.S. government bonds and treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and guaranteed principal value. There is an inverse relationship between interest rate 
movements and bond prices. Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise. Commodities may be subject to greater volatility than investments in traditional 
securities. Investments in commodities may be affected by overall market movements, changes in interest rates, and other factors such as weather, disease, embargoes, and international economic and political 
developments. Diversification and asset allocation do not ensure a profit or protect against a loss. Dividends are not guaranteed and must be authorized by the company’s board of directors. Investment Advisory 
Services are offered through Raymond James Financial Services Advisors, Inc.
Investments in municipal securities may not be appropriate for all investors, particularly those who do not stand to benefit from the tax status of the investment. Municipal bond interest is not subject to federal income 
tax but may be subject to AMT, state or local taxes. Municipal securities typically provide a lower yield than comparably rated taxable investments in consideration of their tax-advantaged status. Please consult an 
income tax professional to assess the impact of holding such securities on your tax liability. 
CFP Board owns the CFP® and Certified Financial Planner™ marks in the United States.
Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc.
Bitcoin issuers are not registered with the SEC, and the bitcoin marketplace is currently unregulated. Bitcoin and other cryptocurrencies are a very speculative investment and involves a high degree of risk.
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