
      
    
            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
             

   
    
 
 
         

 
(Total 
Return)   

Benchmark Indx & 
Category Average* 

1st Q 
2023 

12 
Mos. 

S&P MC 400 Growth 5.04 -6.41 
Mid Cap Gr Avg 7.47 -11.87 

S&P MC 400 Value 2.51 -4.02 
Mid Cap Val Avg 1.15 -6.61 

S & P 400 Index 3.81 -5.12 
Mid Cap Blnd Avg 3.76 -7.32 

   
 

US equity markets whipsawed 
through Q1, but the S&P 500 took 
flight gaining 7.5% for the quarter. 
Beneath positive headlines, drama 
unfurled between Large Cap and 
Growth Styles that cast wide 
shadows over Small Cap and Value. 
The S&P 500 Growth Index ascended 
9.6% as the S&P 600 Small Cap Value 
Index descended -0.7%.  
 
A sharp reversal from last year, 
Growth sectors Technology and 
Communication Services led the 
pecking order rising 21% in Q1. Ugly 
duckling Value style sectors Energy 
and Healthcare lagged their brood 
mates ending firmly in the red. The 
albatross Financial sector hit an air 
pocket in March plummeting -5.6%.  
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Marking its one-year anniversary, the 
Russia-Ukraine war dominated 
European news. The dire prospect of 
winter without Russian gas prompted 
an impressive reaction by Europeans 
who, collectively, got out their down 
jackets and duvets and turned down 
the heat (literally), reducing energy 
consumption by an amazing 30%. This 
pluck and the luck of mild weather 
sharply lowered natural gas prices 
socking it to the beleaguered Russian 
economy. Europe endured the energy 
crisis in relatively good shape inspiring 
a sense of optimism that hoisted 
Eurozone stocks up 15.3% and the 
MSCI EAFE Index up 7.7% during Q1. 
 
China’s abrupt end to its draconian 
zero-tolerance COVID regime in Q4 of 

Selected Benchmark and Category Average Returns 

1st Quarter 
Equity Market Results 

 1st Qtr. 
% Chg. 

12-mo.  
% Chg. 

S&P 500 7.5 -7.73 
S&P 400 3.81 -5.12 

Nasdaq 17.05 -13.28 

Russ 2000 2.74 -11.61 
MSCI EAFE 7.65 -4.08 

MSCI Emg 
Mkt 

3.96 -10.7 

 
(Total 
Return)   

Benchmark Indx & 
Category Average* 

1st Q 
2023 

12 
Mos. 

S&P 500 Growth  9.63 -15.33 

Large Cap Gr Avg 12.48 -12.92 

S&P 500 Value 5.17 -0.16 

Large Cap Val Avg 0.32 -5.21 

S&P 500 Index 7.50 -7.73 

Large Cap Blnd Avg 5.62 -7.21 

   

   

 

 
(Total 
Return)   

Benchmark Indx & 
Category Average* 

1st Q 
2023 

12 
Mos. 

Russell 2000 Growth  6.07 -10.60 
Small Cap Gr Avg 6.73 -12.59 

Russell 2000 Value -0.66 -12.96 
Small Cap Val Avg 1.42 -7.20 

Russell 2000 2.74 -11.61 

Small Cap Blnd Avg 3.31 -7.78 

 

Large Cap Equity 

Bird Watching – Hawks and Doves Edition 

Mid Cap Equity 

last year set a flight path toward a 
more normal economy. Chinese shares 
continued on the upward course set at 
the tail-end of last year. In spite of its 
rosier prospects for growth, mounting 
tensions between China and Western 
allies discouraged investors from 
jumping in with both feet. Chinese 
equities only rallied 4.7%, well below 
US and Developed International flocks. 
In the aggregate Emerging Markets 
rose 4%. The regions are far from birds 
of a feather and individual country 
returns ranged from -12% (Brazil) to 
28% (Czech Republic). 
 
Volatility in Q1 equity markets paled in 
comparison to turbulent bond arenas 
where yields bounced around like they 
were back in the 1980’s. In early March, 
stressed out banks hatched a shift in 

Small Cap Equity 

International Equity  

 
(Total 
Return)   

Benchmark Indx & 
Category Average* 

1st Q 
2023 

12 
Mos. 

MSCI EAFE 7.65 -4.08 

Intl Equity Avg 8.78 -1.62 

 

* Category average calculated using 
Morningstar Direct. Fund universe screened 
to include funds that meet the following 
criteria: 
 

A. M-Star Category consistent with 
designated asset class and 
management style. 

B. M-Star Style Box consistent with 
designated management style. 

C. Fund’s Objective consistent with 
asset class. 

D. Excludes Index Funds.  
 

We have not independently verified 
Morningstar data. 



losses if they are forced to liquidate to meet 
withdrawals. Spiraling market interest rates drove long 
bond prices so far down SVB’s theoretical solvency was 
at risk. 
 
SVB’s depositors were also concentrated in a tight 
network of tech startups that were similarly suffering 
from the Fed’s end game in varying degrees.  When 
they collectively started drawing on deposits SVB was 
confronted with selling some of its depressed notes. The 
bank tried to plug the hole with an equity offering and 
words of reassurance. In another era this might have 
worked, but in 2023 information flies with the speed of 
a tweet and deposits move with the click of a mouse. A 
full-blown run threatened to topple the bank in a matter 
of days.  
 
The SVB (and cohorts like First Republic and Signature) 
saga underscores two important points that we tend to 
forget: First, no bank can withstand a prolonged run 
since only a fraction of deposits are available on short 
notice. Keeping enough liquidity would make banking 
unprofitable. Instead, the system seeks to stave off runs 
by instilling confidence through regulation and 
insurance. Second, once trust flies the coop bank runs 
are inherently contagious and will quickly take down 
more vulnerable institutions. 
 
To avoid a full-scale crisis regulators took decisive, 
albeit debatable, action that seems to have averted a 
systemic meltdown – for the time being. Still, the 
situation remains tenuous as depositors migrate from 
small and regional banks to larger institutions, money 
market funds and even crypto (read sarcastic snort!). 
We should expect banks to rein in lending for a time, 
often a key ingredient in the recipe for recession.   
 
As the dust settles, we see we are flying closer to the 
end than the beginning of one of this century’s most 
aggressive rate hike cycles.  But skies are far from clear. 
The US economy has proven remarkably resilient, 
flapping its wings at a stubbornly inverted yield curve 
and possibly tighter credit. Seemingly forgotten amidst 
all the drama is another black swan – that being the 
looming debt ceiling. With some luck, reminders about 
the fragility of our financial system will give Congress a 
wake-up call and make them stop playing Chicken.  Q2 
is bound to be full of adventure for stalwart investors. 
 
 

 
 
 
 
 

 

 
 
 
 
 
saga 
 
 
 
 

rate expectations that trimmed the 2-year Treasury yield by a full 
percent in just 2 days! Despite the turmoil, bonds, in general, 
delivered solid returns for the period. The Bloomberg US 
Aggregate Index rose 3% and both municipal bond and high 
yield indexes were in the black.  
 
Looking at US financial markets with a bird’s eye view the 
Federal Reserve clearly ruled the roost. For almost a year the 
Fed’s eagle eye has been fixed unflinchingly on inflation, 
committed to jacking up rates until untethered prices float back 
to earth. If you thought this simple message left little room for 
flights of fancy, you were wrong! Like bird watchers on the 
lookout for hawks or doves, investors conjured up their own 
narratives and buffeted markets from one extreme to another. 
 
Coming into the quarter, it felt like the Fed’s distasteful medicine 
might actually fuel a smooth flight toward “immaculate 
disinflation” bringing the end of the hiking cycle in sight.  
Investors responded with a strong January rally that stalled 
when the Fed went at it again while repeating their “higher for 
longer” mantra. Equities continued to lose altitude on fears that 
unexpectedly strong jobs numbers could get the Fed riled up 
again. In early March, markets spun visions of the Fed in full 
dove mode to combat contagion among failing banks.  The rally 
gusted again, but it proved to offer a narrow lane filled mainly 
with big tech names that would benefit greatly from subsiding 
interest rates. All in all, equity markets remained buoyant even 
when faced with a potential bank failure domino effect.  
 
In late March, the Fed faced another challenging decision: raise 
rates further enhancing the risk of a recession, or pause, thereby 
deviating from their consistent messaging. They feared that 
wavering might heighten stress signals and ruffle tense feathers. 
Ultimately, they chose to stay on their glide path inching up a 
quarter point.  Bird watchers pounced on a slight change in the 
wording of the Fed’s March statement hearing it as confirmation 
that an about-face is on the horizon.  In truth, the language 
leaves the Fed with the same degree of flexibility – meaning 
there is no certainty. 
 
The mini crisis caused by the sudden collapse of Silicon Valley 
Bank wasn’t a classic story of bad bets on poor quality loans. 
SVB did have most of its eggs in one basket, but they were 
loaded with US government securities – what could be safer? 
While they bear no practical credit risk, the market values rise 
and fall with changes in interest rates – and the longer duration 
notes in SVB’s vaults are particularly sensitive.  Regulation 
requires banks to mark their balance sheets to market and book 
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