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What Happened to the Economy in 2023?
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Annual Inflation Rates Over the Past Decade
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Unemployment and Labor Market Participation Rates

Unemployment Rate (left axis) Labor Market Participation Rate (right axis)
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A Decade of Real GDP Growth:  
Annualized % Growth By Quarter

Atlanta Fed GDPNow Estimate for 
2023 Q4: 2.2% (As of Jan 10, 2024)



What Happened with Security Markets in 2023?
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What Appear to be the Major Risks Going Forward?
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What Investment Opportunities Look Attractive? Why?

What Do We Intend to do in 2024?
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Time Series of Commodity Returns and Unexpected Inflation 

Unexpected Inflation (left axis) Return to Bloomberg Commodity Index (right axis)

What Role Can Commodities Play?



Main Takeaways:

1) The U.S. economy and markets achieved surprisingly strong performances during 2023, and this will 
shape the environment going forward.  If the “soft landing” does not occur, markets may be 
vulnerable given current valuation levels. 

2) The “mathematics” of equity returns points to below average return potential for the S&P 500.  By 
contrast, the environment for value, small-caps and international stocks appears to be more 
favorable.  As a result, our recommended equity exposure deviates from the conventional S&P 500 
position.

3) We believe there are attractive opportunities within the fixed income market, especially investment 
grade bonds maturing in around three to six years. 

4) Given the wide range of uncertainty, we continue to recommend wide diversification across asset 
classes with a small commodity position in case inflation proves more stubborn than expected.
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DISCLOSURE
Stocks offer long-term growth potential but may fluctuate more and provide less current income than other investments. An investment in the stock market should be made with an understanding of the risks associated with common stocks, including 
market fluctuations. Stock dividends are not guaranteed. Investments primarily concentrated in one sector may be more volatile than those that diversify across many industry sectors and companies. The technology industry can be significantly affected 
by obsolescence, short product cycles, falling prices and profits, and competition from new market participants. Global/International investing involves risks not typically associated with US investing, including currency fluctuations, political instability, 
uncertain economic conditions, different accounting standards, and other risks not associated with domestic investments. Investments in emerging markets may be subject to additional volatility. Stocks of small and mid-cap companies may also be 
subject to greater risk than that of larger companies because they may lack the management expertise, financial 
resources, product diversification and competitive strengths to endure adverse economic conditions. 
The value of fixed income securities will fluctuate with changes in interest rates, prepayment payment rates, exercise of call provisions, changes in the issuer’s credit ratings, market conditions, and other variables such that they may be worth more or 
less than original cost if sold prior to maturity. There is also a risk that the issuer will be unable to make principal and/or interest payments. Although treasuries are considered free from credit risk they are subject to other types or risks. These risks 
include interest rate risk, which may cause the underlying value of the bond to fluctuate, and deflation risk, which may cause the principal to decline and treasury securities to underperform traditional securities. 
The material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any security or instrument or to participate in any trading strategy. Past performance is not indicative of future results and there is 

no assurance that any forecasts/targets mentioned in this report will be attained. The indices have been provided for information/comparison purposes only. Individual investors cannot directly invest in an index.
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