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• The first half of 2023 ended on a positive note as markets remained resilient despite continued Fed 
tightening, calls for an imminent recession, a regional banking crisis, the debt ceiling debate, and more.

• GDP growth remains near trend (pg. 3); however, we believe there are some storm clouds on the horizon. 
While the likelihood of a mild recession has increased, the current strength of the job market (pg. 12) leads 
us to believe that any potential recession would be short and shallow. 

• As inflation continues to trend downward, we believe that the Federal Reserve is at or near the end of the 
current rate hike cycle (pg. 11) . After a “skip” in June, the market is anticipating the Fed will resume rate 
hikes at the July FOMC meeting. The June 2023 meeting was the first FOMC meeting since this rate-hike 
cycle began in March 2022 without an increase in policy rates. 

• P/E multiples have moved higher from the end of Q3-2022, and we continue to view stocks as “fairly valued” 
at the index level (pg. 7). Investor sentiment, which is a contrarian indicator (pg. 9), flipped from bearish to 
bullish in June. We also observed that stock volatility, as measures by the VIX Index, became more subdued 
as the quarter ended. This shift caused the Investor Sentiment gauge to move backwards by two notches
(pg. 8).
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Real GDP Components of GDP
Trillions of chained (2012) dollars, seasonally adjusted at annual rates 1Q23 nominal GDP, USD trillions
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 GDP (%) 2Q22 3Q22 4Q22 1Q23
 Q/Q saar -0.6 3.2 2.6 2.0
 Y/Y 1.8 1.9 0.9 1.8
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Consumer Sentiment Index and subsequent 12-month S&P 500 returns
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 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 June 2023 forecasts
 Percent

2023 2024 2025 Long
run*

 Change in real GDP, 4Q to 4Q 1.0 1.1 1.8 1.8

 Unemployment rate, 4Q 4.1 4.5 4.5 4.0

 Headline PCE inflation, 4Q to 4Q 3.2 2.5 2.1 2.0

 Core PCE inflation, 4Q to 4Q 3.9 2.6 2.2
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S&P 500 Price Index
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Dec. 31, 1996
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Mar. 24, 2000
P/E (fwd.) = 25.2x

1,527

Oct. 9, 2007
P/E (fwd.) = 15.1x

1,565

Mar. 9, 2009
P/E (fwd.) = 10.4x

677

Feb. 19, 2020
P/E (fwd.) = 19.2x

3,386

Mar. 23, 2020
P/E (fwd.) = 13.3x

2,237

Jan. 3, 2022
P/E (fwd.) = 21.4x

4,797
Jun. 30, 2023

P/E (fwd.) = 19.1x
4,450

-25% +24%

Characteristic 3/24/2000 10/9/2007 2/19/2020 1/3/2022 6/30/2023
Index Level 1,527 1,565 3,386 4,797 4,450
P/E Ratio (fwd.) 25.2x 15.1x 19.2x 21.4x 19.1x
Dividend Yield 1.4% 1.9% 1.9% 1.3% 1.6%
10-yr. Treasury 6.2% 4.7% 1.6% 1.6% 3.8%

Oct. 12, 2022
P/E (fwd.) = 15.2x

3,577
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S&P 500 earnings per share S&P 500 year-over-year operating EPS growth
Index annual operating earnings, USD Annual growth broken into revenue, changes in profit margin & changes in share count
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Earnings recessions

2023

Share of EPS growth 2023* Avg. '01-'22
Margin 8.1% 4.1%
Revenue 2.4% 4.0%
Share count 0.2% 0.3%
Total EPS 10.8% 8.4%
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 YTD Ann. Vol.
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Investment advisory services offered through Fund Direct Advisors, Inc. (FDA), a Securities and Exchange 
Commission Registered Investment Adviser firm. Registration is not an endorsement of the firm by securities 
regulators and does not mean the adviser has achieved a specific level of skill or ability.

Investing involves risk. There is always the potential of losing money when you invest in securities. Asset 
allocation, diversification and rebalancing do not ensure a profit or protect against loss in declining markets.

Past performance may not be indicative of future results. FDA and its investment adviser representatives do not 
provide legal, tax, or accounting advice. You should consult your legal and/or tax professionals before making 
any financial decisions. 

No information or material presented on this website is intended as a recommendation, offer or solicitation for 
the purchase or sale of any security or investment strategy. 
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