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“To make money in the markets, you have to think independently and be humble.” 

– Ray Dalio, Founder & Co-Chief Investment Officer, Bridgewater Associates 

 

“Compound interest is the most powerful force in the Universe...he who understands it, earns it…he who doesn’t…pays it.” 

–  Albert Einstein 

 

“It's not what you buy, it's what you pay. And success in investing doesn't come from buying good things, but from buying 

things well. And if you don't know the difference, you're in the wrong business.” 

–  Howard Marks, Co-Founder & Co-Chairman, Oaktree Capital Management 

 

 Current State of the Stock Market  
x 

The market continued to rally in the second quarter of 2023.  
 
What factors may be driving this recent rally in the stock market? 

While there are many factors that may have had an impact on the recent rally in the stock market, we 
wanted to dedicate a portion of this newsletter to discussing one key driver of the recent uptick in the equities 
market: technology stocks.  
 

The recent market rally has drove overall market valuations up a bit to more elevated levels; and we will 
continue to monitor the trend in underlying valuation multiples closely. Although historical performance (and 
prior valuation multiples) does not guarantee future results, valuations of companies in the S&P 500 index appear 
to be somewhat elevated vs. their historical multiple ranges, both in the absolute and relative sense. The S&P 500 
index is trading at an overall average next-twelve-month estimated (“NTM”) price-to-earnings (“P/E”) ratio of 
19.0x, which is in the 88th percentile since 1976.1 The technology sector, in particular, has been driving up the 
overall valuation multiples for the entire S&P 500. The top 7 tech firms by market cap within the S&P 500 index 
are currently trading at 30x NTM earnings, while the remainder of the S&P 500 constituents are trading at 17x 
NTM earnings.2  
 

On one hand, there is an argument that these elevated valuation multiples appear high, in light of 
historical valuation multiple ranges (although, past performance does not guarantee future results). On the 
flipside, other market participants make the argument that the higher valuation multiples appear to be somewhat 
supported by robust analyst expectations. According to FactSet, the consensus analyst estimates forecast the 7 
largest tech stocks [in the S&P 500 index] to grow profits at 18% per year through 2025 on a compounded annual 
basis (“CAGR”), versus just 4% for the remainder of the S&P 500 index.3 One catalyst for those future analyst 
earnings expectations has been investor’s renewed focus on technology firm’s ability to integrate artificial 
intelligence (“AI”) into their core product offerings in the coming years.  
 

Regarding the question of if the entire sector, or specific technology investments are “over” or “under”-
valued, our firm does not intend to express a view either way as part of this newsletter. Investment 
recommendations are specific to each client, considering their individual goals, objectives, time horizon, risk 
tolerance, and investment preferences. One of the most fundamental questions to investing is, how does one make 
investments in assets, knowing the future is uncertain?  Here is our perspective on how to reconcile the 
uncertainty of the future and maintaining a long-term investing approach: We do not advocate for speculating on 
short-term market trends or gambling on “bets” as to the near-term direction of specific stocks. No one has a 
“crystal ball” into exactly how the market will perform in the future, and attempting to “time the market” by 
speculating can often significantly hurt long-term portfolio performance. We think a far more pragmatic tactic is 

 
1 Source: Goldman Sachs data as of 20-Jun-2023. 
2 Ibid. 
3 FactSet Research Systems, Inc. Wall Street Equity Research Consensus Estimates as of June 2023. Past performance does not guarantee future results. Consensus Wall Street analyst 

forecasts do not necessarily represent the views of Prometheus Capital Management Corp. or its representatives, and also do not reflect an endorsement of the securities or sector discussed.  
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taking a l0ng-term approach to investment performance (10+ years), constructing well-diversified portfolios to 
help reduce sector-specific/company-specific ideocratic risk, selecting fund managers aligned with investors 
interests (by having “skin in the game”, i.e., a significant portion of their own net worth invested in the fund they 
manage), and designing portfolios specifically aligned with an investor’s goals and objectives. To the extent any 
clients feel uncertain about, or have questions regarding their portfolio(s), please do not hesitate to reach out to 
our team by email or phone.  

 

 Current State of the Economy & Macroeconomic Perspectives  
Where is the recession we were “promised ”?  
That question has been top-of-mind for policymakers, economists, portfolio managers, and investors, particularly 
this quarter. We will focus on unpacking core factors that influence the probability of a recession, in the hope that it 
may serve as a helpful framework for clients throughout the remainder of the year.  

 
In reviewing a series of surprisingly positive economic data while writing this newsletter, we couldn’t help   

but reflect on what Warren Buffett wrote as part of his 2020 annual letter to Berkshire Hathaway shareholders: 
“Despite some severe interruptions, our country’s economic progress has been breathtaking…our unwavering 
conclusion: Never bet against America.”4 

 
We haven’t had a U.S. or global recession yet this year for a few reasons: (1) a reduction in energy prices, 

(2) a more resilient-than-expected economy, despite the rising interest rate environment, (3) stabilization of the 
U.S. banking sector, and (4) reduction in tail-risk associated with a disruptive U.S. debt-ceiling fight 
disappearing. As energy prices trended down in 2023, it lowered overall inflationary pressures and helped support 
demand, particularly for European countries attempting to lower dependence on Russian gas imports.  

 
The core reason we have not yet had a recession this year is that companies and consumers proved much 

more resilient to interest rate hikes than economists and the market previously anticipated. At the latest Federal 
Open Markets Committee (“FOMC”) meeting held June 14th – 15th, the Fed left interest rates unchanged, after ten 
consecutive previous increases since March 2022.5 The U.S. Federal Reserve delivered a hawkish surprise to 
consensus forecasts, following the June FOMC meeting. Inflation is a lagging indicator, meaning there is often a 
delay between how the economy responds to the Fed’s actions, and when that response affects inflation rates. We 
see that “lagging indicator” concept referenced clearly in the policy guidance in June’s FOMC meeting, where the 
Fed highlighted that they anticipate two additional rate hikes this year to help offset a “disappointingly slow” 
decline of core inflation this year. During a press conference following the meeting, Fed Chair Powell indicated that 
the underlying economic conditions required to reign-in inflation are coming into place, supported by the labor 
market’s loosening and recovery of the supply side.  

 
The economic data does appear to support Powell’s assertion of a resilient U.S. economy – the latest 

consumer price index (“CPI”) data released showed a 0.1% increase in May, bringing the annual inflation rate down 
to approx. 4.0% (from 4.9% in April).6 For context, that incremental increase in CPI represents the lowest increase 
in inflation in 2 years, since March 2021 (March 2021 was the beginning of the stretch of time during which 
inflation would rise to the highest level in 41 years).2 Total non-farm payroll increased by 339,000 in May, while 
the unemployment rate ticked-up 0.3%, to 3.7%.7 The latest weekly data released by the U.S. Department of Labor 
on June 29th shows a number of Americans filing for new unemployment benefits claims trended down to 239,000, 
representing the largest drop in unemployment claims in 20 months.8 This recent decline is notable because it 
reversed the previous rise in initial jobless claims over the prior 3 weeks, a time period during which initial jobless 
claims had risen to its highest level since October 2021. The recent week’s decline in unemployment claims defied 
consensus forecasts, and points to the somewhat unexpected resiliency of the U.S. economy and U.S. consumer, in 
light of the rising rate environment.  

 

 
4 Buffett, Warren. Letter to Berkshire Hathaway, Inc. Shareholders. “2020 Annual Letter.” Omaha, Nebraska, February 27, 2021. 
5 Board of Governors of the Federal Reserve System. “Decisions Regarding Monetary Policy Implementation.” Implementation Note Issued by the Federal Open Market Committee June 14, 

2023.” FOMC Meeting Minutes. 
6 “Consumer Price Index Summary - May 2023.” Economic News Releases. U.S. Department of Labor, June 13, 2023. U.S. Bureau of Labor Statistics.  
7 “Employment Situation Summary - May 2023.” U.S. Bureau of Labor Statistics. U.S. Department of Labor, June 2, 2023. U.S. Department of Labor. 
8 “Unemployment Insurance Weekly Claims (Week Ended 24-Jun-23),” June 29, 2023. U.S. Department of Labor. 
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In our view, the robust economic data that came out in the second quarter of this year (1) slightly reduces 
the probability of a recession in the near-term, (2) increases the chances the Fed will be able to execute a soft-
landing, and (3) increases the chances the Fed will feel comfortable raising rates in July. Equity research analysts 
tend to agree, with Goldman Sachs lowering its probability of a recession from 35% to 25% over the next 12-
months, and forecasting one additional rate hike in July to a peak rate of 5.25-5.5%, and a second-rate hike 
sometime in November – September.9  

 
Are there any updates regarding the recent U.S. banking crisis? 

In last quarter’s newsletter, we did a “deep-dive” on the recent U.S. banking crisis, and how it impacts the 
U.S. economy and our clients. Our takeaway was that we did not anticipate a material impact on clients, and that 
we thought the swift actions of the Fed & U.S. Treasury would stabilize the banking sector, in the wake of Silicon 
Valley Bank’s failure. Most indicators point to the fact that the sector has stabilized (as anticipated), with deposit 
outflows slowing, lending volumes broadly holding-up, and regional bank’s stock-prices stabilizing.10 
Additionally, the Fed published the results from its annual “stress-tests” of U.S. banks this past week 
demonstrating that “large banks are well positioned to weather a severe recession”; and noting no banks failed the 
stress-test.11 Previously, selected officials from the Fed indicated they were cognizant that raising rates may create 
additional stress on the banking sector. However, the sector’s recent stabilization may also increase the likelihood 
that the Fed will feel comfortable raising rates again in the near-term.  

 
In last quarter’s newsletter we mentioned one medium-term consequence of this banking crisis may be 

increased capital reserve requirements on banks; it appears those capital requirement changes may occur, and may 
come sooner than we initially expected. Earlier this month, the Wall Street Journal broke an exclusive story that 
regulators are in the process of “ironing-out” details for a proposal (not yet a final law/rule) to raise capital 
requirements by roughly 20% at large banks”.12 The idea behind increasing capital reserve requirements for banks 
is that it creates buffers that help banks absorb more potential losses, with an objective to reduce the likelihood of 
Silicon Valley Bank-style failures in the future. In summary, we will continue to monitor the ongoing situation, but 
the banking crisis appears to be mostly resolved and U.S. banks continue to be among the most resilient and stable 
in the world.  

 

Important New Provisions from the SECURE 2.0 Act 
xx 

 On December 29, 2022, the Consolidated Appropriations Act of 2023 became law. That Act contained a 
section known as “SECURE 2.0”, which built on the original S.E.C.U.R.E. (“The Setting Every Community Up 
for Retirement Enhancement Act”) of 2019, which revised many rules around retirement savings (raising the age of 
RMDs, eliminating age limits for traditional IRA contributions, etc.). The SECURE 2.0 Act implemented 
additional changes including (but not limited to): (1) increasing the age to begin taking RMDs from 73 years old in 
2023 to 75 in 2033, (2) reducing the penalty for not taking an IRA RMD from 50% to 25%, if corrected in a timely 
manner, (3) increased “catch-up” contribution limits in 2025 for 401(k)’s, 403(b)’s, selected governmental plans, 
and IRAs, and (4) removing the RMD requirement for Roth accounts in employer retirement plans (i.e., Roth 
401(k)).13 This list is not exhaustive, and if clients have any questions regarding how this Act may impact their 
specific financial situation, please reach out to our team (as a reminder, we are unable to provide legal or accounting 
advice), however, we’d like to focus on three specific provisions of the SECURE 2.0 Act, which we believe clients 
may not be aware of: 

1. New Student Loan Debt Incentives: As part of the SECURE 2.0 act, starting in 2024, employers will be 
able to “match” employee student loan payments to a retirement account, which helps provide workers an 
extra incentive to pay off education loans.14,14  

 
2. Ability to Roll over 529 Plans: Currently, a 529 plan withdrawal for anything other than qualified 

educational expense may be subject to income tax and a 10% penalty. As part of the SECURE 2.0 Act, 
investors can soon (2024) transfer some 529 amounts to Roth IRAs. Starting in 2024, 529 account 

 
9 Goldman Sachs Equity Research Notes. June 14, 2023 and June 20, 2023.  
10 Goldman Sachs Economic Research. June 6, 2023. 
11 Federal Reserve. “Results of Annual Bank Stress Test.” Board of Governors of the Federal Reserve System, June 28, 2023. 
12 Ackerman, Andrew. “WSJ News Exclusive | Big Banks Could Face 20% Boost to Capital Requirements.” The Wall Street Journal, June 5, 2023.. 
13 “SECURE 2.0: Rethinking Retirement Savings”. Key Takeaways. Fidelity Investments.  
14 “New Rules for RMDs, Roths, and 529s”. Fidelity Investments. David Peterson, Head of Wealth Planning. February 2023.  



Prometheus Capital Management Corp. 
An SEC Registered Investment Advisor 

 

30 South Main Street 
Yardley, PA 19067 

 

tel: 215 321 9312 
fax: 215 321 9352 

 

www.procap.net 

Stephen P. Wetzel, CFP® and Nick M. Wetzel, CFP® are Registered Representatives of and Securities offered through The Investment Center, Inc. – Bedminster, NJ. 
Member FINRA/SIPC. Advisory Services are only offered through Prometheus Capital Management Corp., which is independent of The Investment Center, Inc. 

owners can roll over up- to an aggregate lifetime limit of $35,000 from a 529 plan into a Roth IRA, for the 
benefit of a 529 plan beneficiary. The rollover is still subject to the same $6,500/year rollover limit, and 
must be in the same name as the 529 plan beneficiary. Additionally, the 529 plan must have been in 
existence for 15 years prior to the rollover. Any 529 contributions made within the last 5 years are 
ineligible. 14,15  
 

3. Qualified Charitable Distributions (“QCDs”): The SECURE 2.0 Act modifies the rules regarding QCDs so 
that starting in 2023, individuals aged 70½ or older may elect as part of their QCD limit, a one-time gift up to 
$50,000, adjusted annually for inflation, to a charitable remainder unitrust, charitable remainder annuity trust, 
or charitable gift annuity. The key change as part of the SECURE 2.0 Act is an expansion of the type of charity, or 
charities, that can receive a QCD. This amount counts toward the annual RMD, if applicable (Note: for gifts to 
count, they must come directly from your IRA by the end of the calendar year. QCDs cannot be made to all 
charities. 14,15  

  
Of the three changes we highlighted above, we believe that #2 (rolling over 529 plan assets to Roth IRA 

accounts) is particularly topical for many clients of our firm. This is particularly compelling for a client who may 
have excess money in 529 accounts and no longer have educational expenses (i.e., children graduated college). To 
the extent you would like to take advantage of any of the new provisions of the SECURE 2.0 Act, please ensure 
you review the terms of each of these provisions carefully with your accountant prior to any actions; and that you 
reach out to our team to ensure we can execute any required steps to avoid unnecessary penalties and taxation.  
 

We would like to conclude this newsletter by thanking our clients who have, for decades, put their trust in 
our firm and its representatives. Serving as your loyal financial planners and earning your trust and friendship over 
time is what motivates us and makes this so rewarding for our firm’s staff. While past performance is no guarantee 
of future results, we appreciate your continued support and are proud to say that most of our clients have benefited 
from “staying the course” in 1987, 1998, 2000-2002, 2008-2009, 2010 and 2020; and opportunistically taking 
advantage of buying opportunities, dollar-cost-averaging, and maintaining a long-term orientation.  

 
Sincerely Yours, 
 
Steve Wetzel, CFP®  
 
 
 
Nick Wetzel, CFP®  
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Important Disclosures & Selected Additional Information 

 
General Disclosures:  
Past performance is no guarantee of future results. Stephen P. Wetzel, CFP® and Nick M. Wetzel, CFP® are Registered Representatives of and Securities offered through The Investment 
Center, Inc. – Bedminster, NJ. Member FINRA/SIPC. Advisory Services are only offered through Prometheus Capital Management Corp., which is independent of The Investment Center, 
Inc.  
 
Prometheus Capital Management Corp. and its representatives do not forecast future economic environments and are unable to comment on how any potential investment(s) might perform 
in future economic scenario(s). Prometheus Capital makes no predictions, representations, or warranties herein as to the future performance of any investments or indices included in this 
proposal. Prospectuses should be obtained from your financial professional and should be read carefully before investing in any fund or investment vehicle. Prometheus Capital Management 
Corp. and its representatives do not provide legal or tax advice. Each client should always consult his/her personal tax and/or legal advisor for information concerning his/her individual 
situation and to learn about any potential tax or other implications that may result from acting on a particular recommendation. 
 
The mere review or reading of this document does not create a client relationship with Prometheus Capital Management Corp., or its representatives. In order to engage Prometheus Capital 
Management Corp. or its representatives in an advisory or financial planning engagement, a reader and Prometheus Capital Management Corp. will need to execute a written agreement, 
outlining the terms, scope of work, and fees associated with any potential advisory agreement.  
xx 

Risk Considerations: 
Financial planning and investment strategies have the potential for loss. Investing involves risk including complete loss of principal amount invested. Prometheus Capital Management 
Corp. and its representatives offer no guarantees or promises of success. Past performance is no guarantee of future results. An attendee should not make personal financial or investment 
decisions 
based solely upon this newsletter. This document is not a substitute for or the same as a consultation with a financial planner in a one-on-one context whereby all the facts of the 
attendee’s situation can be considered in its entirety and Prometheus Capital Management and its representatives can provide individualized investment advice or a customized financial 
plan. 
xx 

Equities securities can and will fluctuate in response to news on companies, industries, market conditions and general economic environment. There may be economic times where all 
investments are unfavorable and depreciate in value. The investment return and principal value of an investment will fluctuate over time, thus an investor's share(s), when redeemed, may be 
worth more or less than their original cost of purchasing investment(s). Prometheus Capital makes no predictions, representations, or warranties herein as to the future performance of any 
investments included in this newsletter. X 

xx 

While the information included in this newsletter is believed to be accurate as of the date of publication, investing and economic conditions naturally change over time and this static 
document does not intend to be used as a live resource and will not (naturally) reflect new information after the date of publication. While Prometheus Capital Management Corp. and its 
representatives believe the information included in this newsletter is accurate and current (as of the date of publishing), this presentation may contain out-of-date information and 
Prometheus Capital Management Corp. and its representatives will not be under an obligation to advise readers of this documents on any subsequent changes related to the topics discussed 
in this newsletter. This document should not be considered a comprehensive review or analysis of the topics discussed in the newsletter.  
 
The value of fixed income securities will fluctuate and, upon a sale, may be worth more or less than their original cost or maturity value. Bonds are subject to interest rate risk, call risk, 
reinvestment risk, liquidity risk, and credit risk of the issuer. 
 
Companies paying dividends can reduce or cut payouts at any time. 
 
Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets. XX 

x 

Valuation Multiples Disclosures:  
Next-Twelve-Month Valuation Multiples (“NTM”): Unlike last-twelve-month (“LTM”) multiples which use historical earnings for valuation multiples, next-twelve-month multiples 
(“NTM”) are forward-looking by nature, and based on the medium/average of equity research consensus views regarding what a certain company or industry will have in earnings over the 
next 12-months. In general, many professional investors use forward-looking estimates to value assets, with a focus on what the future earnings potential of an asset is, given past 
performance is no guarantee of future results. In that sense, NTM multiples can sometimes serve as a more useful indicator for what the market or consensus opinion is in the near-term 
future for an asset or asset classes. Any financial forecast is inherently challenging, given the millions of variables that could impact forward-looking earnings. Forward-looking NTM 
consensus forecasts to not necessarily reflect the views of Prometheus Capital Management Corp. or its representatives, and do not represent an endorsement to “buy” or “sell” an 
investment. The primary purpose of including NTM multiples in this newsletter is to provide investors with a sense of what the market consensus views are regarding a specific sector in the 
near-term, for informational purposes only. Investment advice is specific to each client’s personal and unique financial circumstances, risk tolerance, time horizon, investment preferences, 
and financial objectives. Past performance does not guarantee future results.  

 

 
 




