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1) Inflation



Inflation Moderating at a Slower Pace
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Path of Inflation
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Supercore Inflation Well Above the Fed’s 2% Target
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Path of Inflation
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2) Labor Market



Labor Market Resilient but Job Gains Slowing
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Unemployment Has Risen But Remains Historically Low
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Consumer Expenditures
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3) Monetary Policy



Federal Reserve Has Hiked Aggressively 
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Federal Reserve’s Proxy Rate Measure Is Elevated 
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The Fed & Market Performance: Better if FOMC Holds?
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4) Commercial Real Estate



Commercial Real Estate Values Are Under Pressure
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Small Banks Are More Exposed to Commercial Real Estate
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5) Election Year / Geopolitical



Presidential Cycle: S&P 500 Returns
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Geopolitical Events: S&P 500 Returns
Stock Market Performance around Geopolitical Events

Event Event date

Time to 

bottom 

(trading 

days)

Time to 

recover prior 

level (trading 

Days)

Size of 

selloff (%)

1-week 

from 

bottom

1-month 

from 

bottom

3-months 

from 

bottom

6-months 

from 

bottom

12-

months 

from 

bottom

WW-II Germany annexes Czechoslovakia 3/15/1939 22 108 -20.5 2.3 8.3 8.5 23.2 18.9

WW-II Germany attacks France 5/9/1940 22 745 -25.8 11 10.9 17.1 18 9.2

WW-II Pearl Harbor 12/7/1941 17 201 -10.8 11 6.5 -3.8 -1.1 15.3

N. Korea invades S. Korea 6/24/1950 17 43 -12.9 4.8 11.2 19.2 29.2 31.4

Suez Crisis 10/29/1956 17 131 -6.8 5.5 4.9 -1.4 6.2 -6

Berlin Wall Built 8/13/1961 25 18 -3.9 1.4 4.1 8 6.2 -14.6

Cuban missile crisis 10/14/1962 7 9 -6.6 5.7 15 22.7 30 36.5

Assassination of President Kennedy 11/22/1963 2 1 -2.8 5.2 6.7 11.5 16 23.9

Authorization of  military in Vietnam 8/7/1964 15 36 -3.2 1.3 1.7 4.8 7.3 5.8

Six Day Israel Arab war 6/5/1967 20 40 -6.5 4.1 3.3 6.5 7.7 13

Assassination of Martin Luther King Jr 4/4/1968 2 2 -0.6 3.5 5.8 8.2 11.2 7.9

Israel Arab war/oil embargo 10/16/1973 27 1475 -17.1 1.5 7.3 5.6 -2 -28.2

President Nixon impeachment proceedings 2/6/1974 9 16 -6.6 1.8 9.1 0.9 -10.8 -13.3

Shah of Iran exiled 1/16/1979 9 34 -4.6 1.8 1.3 1.9 8.7 19.7

Iranian hostage crisis 11/4/1979 24 51 -10.2 3.5 7.7 16.4 7.3 29.3

Soviet invasion of Afghanistan 12/24/1979 12 6 -3.8 4.4 9.4 -2.9 11.6 29.6

Invasion of Grenada 10/25/1983 22 304 -6.3 2.2 2.1 -3.7 -0.8 4.3

Bombing of Libya 4/15/1986 20 7 -4.9 3.7 5.7 6.2 5 23.5

First Gulf War 10/2/1990 50 87 -15.9 3.5 6.2 6.7 27.8 29.1

President Clinton impeachment proceedings 12/19/1998 6 5 -3.9 5.4 6.2 13.4 13.4 23

Kosovo bombing 3/24/1999 4 9 -4.1 3.1 7.5 5.6 1.4 21

9/11 Attacks 9/11/2001 6 15 -11.6 7.8 11.1 18.5 19.4 -12.5

Iraq war 3/20/2003 7 16 -5.3 3.7 8 15.8 20 32.8

Arab spring (Egypt) 1/25/2011 2 3 -1.8 2.7 4 6.6 1.9 3.1

Intervention in Libya 3/19/2011 18 29 -6.4 3.2 5 0.9 -3.3 11.7

Ukraine conflict 3/1/2014 6 13 -2 1.4 -0.6 5.2 7.8 11.5

Intervention in Syria 9/22/2014 21 12 -7.4 4.7 9.5 8.4 13 9.1

Brexit Vote 6/23/2016 14 9 -5.6 5.1 8.3 8 13.4 20.9

Airstrike on Syrian Airbase 4/7/2017 32 16 -2.8 1.2 2.7 5.1 9.6 14.1

Russia-Ukraine War 2/24/2022 9 14 -1.3 2.3 7.8 -0.9 -3.2 -2.7

Israel-Hamas War 10/7/2023 - - - 0.5 1.4 - - -

Median 16.0 16.0 -6.0 3.5 6.5 6.6 8.3 13.6

Average 15.5 115.2 -7.4 3.8 6.4 7.3 9.8 12.221

Source: Bloomberg, Deutsche Bank. Shaded events occurred around recessions



6) Corporate Earnings & Market Valuation



Corporate Earnings

▪ 2023 estimated growth is 0.7% or 
$221 per share 

▪ 2024 estimated growth is 11.8% or 
$246 per share

▪ Average growth since 1950 is 7.6%
13.0%

14.0%

15.0%

16.0%

17.0%

18.0%

'11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

Estimated Next 12-Month S&P 500 Operating Margin

23

Source: FactSet



Market Valuation Below Extremes but Above Average 
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Valuations Below Peak, Above Average 

• While the Cyclically-Adjusted P/E ratio (CAPE) has been a bad predictor of 
shorter-term performance…
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Source: Robert Shiller, Yale University



Valuations Significantly Elevated

• …it has been a very accurate predictor of longer-term (decade) performance.
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7) S&P 500 Price Target



S&P 500 Price Target

Next Twelve-Month S&P 500 Price Target

NTM Price Level

Percent 

Change from 

12/11

Bear 3,700 -20.0%

Base 4,850 4.9%

Bull 5,500 19.0%

• Bear case: downward next twelve-month (NTM) EPS revision, followed by below average EPS growth in 13-24 
months. Multiple (price-to-earnings) contraction.

• Base case: modest NTM EPS downward revision, followed by average EPS growth with slight multiple contraction.

• Bull case: positive NTM EPS revision, followed by slightly above average EPS growth with slight multiple expansion.
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Source: Bloomberg, FactSet



8) Recession Market Performance 



What have stocks done during and after a recession?

30

S&P 500 Performance During Recessions (Post-WWII)

Recession  
Start

Recession 
End

Recession 
Length (Mos.)

During  
Recession

Post Recession End (Cumulative Returns)

1-year 3-years 5-years 10-years

1) 11/30/1948 10/31/1949 11 19.0% 35.1% 92.8% 177.8% 510.4%

2) 7/31/1953 5/31/1954 10 22.9% 36.1% 83.7% 145.2% 295.5%

3) 8/31/1957 4/30/1958 8 -0.9% 37.2% 66.4% 89.9% 211.2%

4) 4/30/1960 2/28/1961 10 19.7% 13.6% 35.2% 68.4% 112.2%

5) 12/31/1969 11/30/1970 11 -1.9% 11.3% 20.6% 25.1% 146.6%

6) 11/30/1973 3/31/1975 16 -7.8% 28.3% 22.1% 55.6% 253.5%

7) 1/31/1980 7/31/1980 6 9.6% 13.0% 56.1% 100.5% 344.6%

8) 7/31/1981 11/30/1982 16 14.2% 25.6% 66.8% 103.0% 350.2%

9) 7/31/1990 3/31/1991 8 7.9% 11.0% 29.8% 98.1% 284.2%

10) 3/31/2001 11/30/2001 8 -0.9% -16.5% 8.4% 34.3% 33.2%

11) 12/31/2007 6/30/2009 18 -35.0% 14.4% 57.7% 136.9% 293.8%

12) 2/29/2020 4/30/2020 2 -1.1% 46.0% N/A N/A N/A

Average 10 3.8% 21.3% 49.0% 94.1% 257.8%

Median 10 8.8% 19.6% 45.6% 94.0% 268.8%

Percent Positive 50.0% 91.7% 100.0% 100.0% 100.0%

Average of Positive Events 15.6%

Median of Positive Events 16.6%

Average of Negative Events -8.0%

Median of Negative Events -1.5%

Source: NBER, Bloomberg, Goldman Sachs Investment Research



9) Balance Between Stocks & Bonds



S&P 500: 10-Year Rolling Returns
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Source: Strategas, FactSet, Total Return Data



Expect Much More Balance Over the Next Decade

Decade Ended 

2021

Next 

10 years*

Annualized  

Difference

US Large Cap Stocks 16.3% 7.0% -9.3%

US Core Taxable Bonds 2.9% 4.7% 1.8%

Annualized spread 13.4% 2.3%

33
Source: * Horizon Actuarial Study. As of August 2023



Bond Yields Remain Elevated versus Recent History

US Fixed Income Indices US Treasury Yields

Yield-to-Worst

Index 12/31/2021 12/8/2023
2-Year Treasury 0.73% 4.72%
10-Year Treasury 1.51% 4.23%
Aggregate Bond 1.75% 4.95%
Intermediate Government/Credit 1.30% 4.81%
Municipal Bond 1.11% 3.46%
Investment Grade Corporate Bond 2.33% 5.51%
High Yield Corporate Bond 4.21% 8.29%
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Source: Bloomberg



Bonds’ Future Total Returns Tend to Capture Current YTW
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10) Market Tenets to Remember 



Timing Markets Can Prove Costly
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• Nearly half (48%) of the S&P 500 Index’s 
strongest days occurred during a bear 
market.*

• Another 28% of the market’s best days took 
place in the first two months of a bull 
market—before it was clear a bull market 
had begun.*

37

Data Source: Bloomberg, Morningstar, *Ned Davis Research



Market Timing, Anyone?
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10% or Greater Drawdowns Post-WWII
Major S&P 500 Declines - 1950 to Present

Start Date End Date
Months Peak-to-

Trough
% Decline

1-year Post 

Low

1-year % 

Recovery of 

Previous High

Months Peak-

to-Full 

Recovery

1/3/2022 10/12/2022 9 -24.5% 23.6% 93.3% N/A

2/19/2020 3/23/2020 1 -33.8% 79.1% 118.6% 6

9/20/2018 12/24/2018 3 -19.4% 39.9% 112.8% 7

5/20/2015 2/11/2016 9 -12.6% 28.3% 112.2% 11

5/2/2011 10/4/2011 5 -16.7% 32.0% 110.0% 9

10/9/2007 3/9/2009 17 -55.2% 72.0% 77.0% 54

3/24/2000 10/9/2002 30 -47.4% 35.5% 71.3% 79

7/20/1998 10/8/1998 3 -18.7% 39.1% 113.2% 4

7/16/1990 10/11/1990 3 -19.2% 33.2% 107.6% 7

8/25/1987 10/20/1987 2 -29.4% 21.4% 85.8% 21

11/30/1981 8/12/1982 8 -15.6% 65.5% 139.6% 9

2/13/1980 3/27/1980 1 -16.7% 46.1% 121.7% 4

9/21/1976 3/6/1978 17 -13.5% 19.0% 102.9% 20

7/15/1975 9/16/1975 2 -13.5% 32.1% 114.2% 6

11/7/1974 12/6/1974 1 -13.2% 39.5% 121.1% 3

10/12/1973 10/3/1974 12 -41.8% 40.9% 82.0% 28

11/29/1968 5/26/1970 18 -32.6% 48.8% 100.3% 28

2/9/1966 10/7/1966 8 -15.6% 27.0% 107.3% 13

12/12/1961 6/26/1962 6 -26.9% 38.7% 101.4% 16

8/3/1959 10/25/1960 14 -10.1% 34.1% 120.5% 17

7/15/1957 10/22/1957 3 -19.8% 36.8% 109.7% 13

1/5/1953 9/14/1953 8 -12.4% 44.8% 126.9% 12

Average 8.2 -23.1% 39.9% 106.8% 17.4

Median 7.1 -18.9% 37.8% 105.1% 12.0

39

Source: Bloomberg, Strategas Research. Returns are total return.



Staying Invested Matters!

S&P 500 Average Annual Return Since 1970: +10.6%
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Source: First Trust, Bloomberg



Stay Informed with Our Latest Releases
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Webinars (Monthly)

In Brief – A look at the week ahead in under 

two minutes every Monday morning

Q&A Videos – Monthly conversations 

covering 2-3 of the top questions we’re 

hearing from clients 

Webinars  – Live, monthly interactive 

discussions with in-depth analysis of 

markets and the economy

Written commentaries  – Often coinciding 

with market or economic events

Or visit FirstCitizens.com/Wealth

http://www.FirstCitizens.com/Wealth
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