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• Quarter 3 started strong, with the S&P 500 Index reaching 4,588.96 on July 31st (up 19.99% from its starting 
point on January 1, 2023). However, the index declined over August and September to 4,288.05 (a 3.65% 
decline from July 31 highs). (Slide 2 for reference).

• Bond yields rose above their long-term averages causing interest-rate sensitive assets to decline the most 
(slide 3).

• GDP growth remains near trend; however, there could be some storm clouds on the horizon. 
• The likelihood of a recession is still prevalent. However, with the current strength of the labor market, our 

view is any potential recession would be short and shallow. 

• The Federal Reserve raised interest rates by 0.25% (5.25% to 5.50%) in Quarter 3. This was the only interest 
rate hike that occurred during Quarter 3 (slide 5). 

• With inflation trending downward, we are hopeful the Federal Reserve is at or near the end of its current 
rate hike cycle (slide 6). 

• Looking forward, we believe that over the long-term, the market is driven by earnings (company 
profitability) and what people are willing to pay for those earning (share prices). 
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S&P 500 Price Index
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Dec. 31, 1996
P/E (fwd.) = 15.9x

741

Oct. 9, 2002
P/E (fwd.) = 14.1x

777

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
Characteristic 3/24/2000 10/9/2007 2/19/2020 1/3/2022 9/30/2023
Index Level 1,527 1,565 3,386 4,797 4,288
P/E Ratio (fwd.) 25.2x 15.1x 19.2x 21.4x 17.8x
Dividend Yield 1.4% 1.9% 1.9% 1.3% 1.7%
10-yr. Treasury 6.2% 4.7% 1.6% 1.6% 4.6%

  
   

4,288

Oct. 12, 2022
P/E (fwd.) = 15.7x

3,577

S&P 500 Index through Quarter 3
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Energy Materials Financials Industrials
Cons. 
Disc. Tech.

Comm. 
Services*

Real 
Estate

Health
Care

Cons.
Staples Utilities

S&P 500
Index

S&P weight 4.7% 2.4% 12.8% 8.3% 10.7% 27.5% 8.9% 2.4% 13.4% 6.6% 2.4% 100.0%
Russell Growth weight 0.6% 0.7% 6.6% 6.0% 16.0% 42.1% 11.6% 0.9% 11.3% 4.3% 0.0% 100.0%

Russell Value weight 9.1% 4.8% 20.6% 13.2% 5.0% 9.1% 5.0% 4.7% 15.3% 8.3% 4.9% 100.0%
Russell 2000 weight 8.5% 4.6% 16.1% 17.1% 10.6% 13.3% 2.4% 6.1% 14.9% 3.6% 2.9% 100.0%

QTD 12.2% -4.8% -1.1% -5.2% -4.8% -5.6% 3.1% -9.5% -2.7% -6.0% -9.2% -3.3%
YTD 6.0% 2.6% -1.6% 4.5% 26.7% 34.7% 40.4% -8.1% -4.1% -4.8% -14.4% 13.1%

Since market peak
(February 2020) 97.9% 40.4% 15.5% 28.7% 24.3% 67.1% 19.1% -16.6% 31.8% 21.2% -5.3% 34.3%

Since market low
(March 2020) 348.9% 119.7% 102.4% 120.7% 82.1% 142.7% 66.8% 34.6% 82.8% 59.6% 47.1% 102.8%

Beta to S&P 500 1.3 1.1 1.1 1.1 1.2 1.1 1.0* 0.8 0.7 0.6 0.5 1.0 β

Correl. To Treas. Yields -0.1 -0.4 -0.3 -0.4 -0.5 -0.7 -0.8 -0.5 -0.3 -0.3 -0.4 -0.6 ρ

Foreign % of sales 37.8 55.2 20.8 32.3 34.3 57.6 42.8 15.9 35.7 43.1 1.8 39.5 %

NTM earnings growth -6.7% -1.7% 5.9% 13.2% 18.0% 13.4% 18.6% 3.4% 5.2% 6.5% 7.8% 9.1%
20-yr. avg. 99.6% 14.9% 20.6% 14.1% 17.1% 12.9% 10.3%* 6.8% 7.9% 7.7% 4.6% 11.0%

Forward P/E ratio 11.7x 17.0x 13.1x 17.3x 23.5x 24.3x 16.3x 14.9x 16.8x 18.4x 15.0x 17.8x
20-yr. avg. 13.6x 14.8x 12.5x 16.3x 19.4x 17.9x 18.7x* 16.9x 15.0x 17.4x 15.6x 15.6x

Buyback yield 4.5% 1.6% 2.7% 2.0% 1.4% 1.7% 3.7% -1.7% 1.3% 0.9% -1.0% 1.9%
20-yr. avg. 1.7% 1.0% 0.4% 2.3% 2.5% 3.0% 1.7% -1.4% 2.0% 1.8% -0.8% 1.8%

Dividend yield 3.2% 2.2% 2.1% 1.9% 0.9% 0.9% 0.9% 4.3% 1.8% 2.9% 3.9% 1.7%
20-yr. avg. 2.8% 2.4% 2.3% 2.2% 1.4% 1.2% 1.2% 3.8% 1.9% 2.8% 3.8% 2.1% Di
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Evaluating the components of the S&P 500 Index
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Removing concentration out of the S&P 500 Index (or ‘diversifying’)

Year-to-Date Return for the S&P 500 Equal Weight Index



6

JP Morgan Guide to the Markets – Quarter 3

 Federal funds rate expectations
 FOMC and market expectations for the federal funds rate
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2.50%

Federal funds rate
FOMC year-end estimates

FOMC long-run projection*
Market expectations

 FOMC September 2023 forecasts
 Percent

2023 2024 2025 2026 Long
run*

 Change in real GDP, 4Q to 4Q 2.1 1.5 1.8 1.8 1.8

 Unemployment rate, 4Q 3.8 4.1 4.1 4.0 4.0

 Headline PCE inflation, 4Q to 4Q 3.3 2.5 2.2 2.0 2.0

 Core PCE inflation, 4Q to 4Q 3.7 2.6 2.3 2.0

Long run

Interest Rates – Past, Present &….Future?
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CPI and core CPI
% change vs. prior year, seasonally adjusted
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Recession
50-yr. avg. Jul. 2023 Aug. 2023

Headline CPI 3.9% 3.3% 3.7%
Core CPI 3.9% 4.7% 4.4%
Food CPI 3.8% 4.9% 4.3%
Energy CPI 4.7% -12.3% -3.7%
Headline PCE deflator 3.4% 3.4% 3.5%
Core PCE deflator 3.3% 4.3% 3.9%

Inflation – Driving Interest Rates, but are we closing in?
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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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Revisiting the components that make up CPI Inflation
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Bloomberg U.S. Aggregate intra-year declines vs. calendar year returns
Despite average intra-year drops of 3.3%, annual returns positive in 42 of 47 years
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How can Interest Rates help my investment portfolio?
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Evaluating our current Interest Rate environment
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Two things that drive the market…



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. 


	Quarter 3 - 2023 Market Review
	Third Quarter Summary
	Latest Assessment of Key Economic Indicators
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	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. 

