
More than halfway through 2023, 

and despite a shaky August for fi-

nancial markets, it’s looking like the 

bear market for stocks may be over.  

But with the Federal Reserve still fo-

cused on inflation, it’s unclear 

whether the coast is really clear.  

Higher interest rates and the possi-

bility of additional rate hikes have 

remained  top of mind for investors 

this year.  But the Fed’s actions 

haven’t stopped powerful rallies in 

mega-cap stocks such as Microsoft, 

Amazon, Apple, Meta Platforms, and 

Nvidia, or in other names that inves-

tors are betting will benefit from 

broad and rapid adoption of artificial 

intelligence technology.  Nor have 

they put a significant damper on 

home prices, despite a dramatic in-

crease in mortgage rates and a cor-

responding decline in home afforda-

bility.   

It’s been a mixed bag for bond in-

vestors though, as markets come to 

terms with the idea that rates aren’t 

coming down any time soon.  The 

grind higher in interest rates has put 

the most popular bond market indi-

ces in danger of posting an unprece-

dented three straight years of nega-

tive returns.  But higher yields also 

mean fixed-income investments are 

potentially more attractive than 

they’ve been in years, even if the 

Fed’s not yet done with its inflation 

fight. 

Investors went into the second quar-

ter on high alert for a recession and 

thinking the Fed could soon be cut-

ting rates.  As spring turned to sum-

mer, and even now as summer 

wanes, the consensus is now leaning 

toward a “soft landing” scenario; one 

in which we avoid an economic 

downturn despite inflation remain-
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Financial Markets Scoreboard 
Index Returns (through 6/30/23)                Last 3 Months     Year-to-Date  

Dow Jones Industrials          +3.97%           +4.94% 

Standard & Poors 500            +4.58%         +16.89% 

M.S. EAFE (Developed Markets Foreign Stocks)       +8.62%         +12.13% 

M.S. EM Free (Emerging Markets Stocks)        +3.89%           +5.10%
Barclay’s Capital U.S. Aggregate Bond         -0.36%           +2.09% 

Bloomberg US Corporate High Yield Bond       +1.75%           +5.38% 
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INTEREST RATE UP-

DATE 

From Barron’s 
9/9/23 

 
Now 

1 Yr 
Ago 

Prime Rate 8.50% 5.50% 

3-Month  
T-Bill Rate 

5.48% 3.03% 

5 Year CD - 
National Avg. 

1.27% 0.74% 

Freddie Mac 
30 Yr. Fixed 
Conventional 
Mortgage 

6.62% 5.34% 
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WHAT’S NEW? 
The IRS postponed the effective 

date of a recent law that was 

scheduled to take effect in 2024 

to 2026. The change would have 

forced high earners to put so-

called catch-up contributions into 

Roth-style accounts funded with 

post tax dollars. The law applies 

to workers who made more than 

$145,000 in wages during the 

prior year and who contribute 

more than the general maximum 

for 401(k)s, which is $22,500 this 

year. Retirement plan sponsors 

now have two more years to 

amend their plans to comply with 

the new rule, and 50-and-over 

participants will continue to en-

joy pre-tax treatment of their 

salary deferrals for a couple more 

years. 
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THE PERSPECTIVE PAGE  
ARTIFICIAL INTELLIGENCE W ILL STEAL OUR JOBS! 

By Brad Lancaster  

Technology is why we, at least in the developed 

nations, don’t live in the gloomy Malthusian 

world of perpetual starvation.  Technological in-

novation is also a big part of why our lives aren’t 

“solitary, poor, nasty, brutish, and short.”  So, 

when I hear the chattering class issue the usual 

jeremiads about the latest innovation, in this 

case AI, I  am skeptical. 

There is a long history of resistance to technolo-

gy.  As far back as 1589, Queen Elizabeth I of 

England refused to grant the inventor of a me-

chanical knitting machine a patent lest it put 

manual knitters out of work. Such concerns were 

accelerated by the arrival of the Industrial Revo-

lution.  In 1772, Thomas Mortimer wrote how 

machines would “exclude the labour of thou-

sands of the human race, who are usefully em-

ployed.”  Famously, in the early 19th century a 

group of English textile workers known as the 

Luddites destroyed machinery, in part because of 

fears it would take their jobs away.  

Similar narratives have subsequently resurfaced 

on the eve of every major technological break-

through. However, history tells us that technology 

does not create unemployment. We can illustrate 

this by looking at long-term unemployment data, 

using the median of the G7 countries (United 

States, Canada, France, Germany, Italy, Japan and 

the United Kingdom). It clearly shows that unem-

ployment has oscillated based on economic cycles, 

rather than any technological waves. In fact, to-

day's median G7 unemployment rate of 3.8% is 

beneath the 5% UK rate at the start of the series in 

1755.  

So even though virtually all of the jobs of 1755 no 

longer exist, the automation of different tasks did 

not lead to an ever-increasing spiral of unemploy-

ment. Technology has always created the wealth 

and time to free up labour for alternative more 

productive employment and created industries and 

jobs we never knew we needed at the time.   

Could this time be different? There are obvious 

arguments why it might be given the speed of 

possible adoption of AI and the type of jobs it 
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ing above the Fed’s 2% target, allowing the Fed to 

sit on its hands, keeping interest rates higher for 

longer. 

As we eluded at the start, this year has seen signifi-

cant divergences in performance within markets. 

Within stocks, the “Magnificent Seven” are responsi-

ble for the bulk of the gains, while the rest of the 

market has been relatively flat on balance.  As of 

early September, the capitalization-weighted S&P 

500 is running substantially above the “equal-

weighted” version of the same 500 stocks year-to-

date (+16% vs +4%).  Thanks to these streaking gi-

ants, large cap U.S. indices are running ahead of the 

leading indices for foreign developed and emerging 

markets once again this year, even while developed 

foreign has bested the equal weighted index and 

U.S. small caps.  Within bond markets, 2023 has 

proven a repeat of 2022 in one general regard, the 

shorter the term, the better the result.   

As we consider the forces which will influence mar-

ket moves in the future, inflation remains a key con-

sideration.  As of July the twelve-month change in 

the Consumer Price Index sat at 3.2%, a benign 

number and a dramatic improvement from the 9% 

year over year number notched just over a year be-

fore.  BUT…it still sits well above the Fed’s 2% target 

and below the “Core” rate of 4.7%.  The Core rate 

Markets (Continued from page 1) 
excludes food and energy, both of which have 

cooled considerably from their post-pandemic 

surge.  We do not expect to see the 12-month CPI 

to decline much more between now and year-end.  

Recent weeks have seen a jump in the price of oil 

and some food categories, and inflation across 

the Services segment of the economy (which is 

most of it) appears to be pretty “sticky”.  So we 

will optimistically put the over/under at 3.5% for 

the next 12 months.   

Another consideration is the health of the con-

sumer, which has been a positive surprise the last 

couple years and a major reason why we have 

avoided recession so far.  The fact is, governments 

gave out tons of goodies during the pandemic, 

and consumers were more or less stuck at home 

for two years.  This created excess savings (which 

consumers have since been drawing down) and 

pent up demand for things like travel and enter-

tainment, driving the post-pandemic economy.  A 

few cracks have appeared recently though. Credit 

card and auto loan delinquencies are on the rise, 

and a pandemic era moratorium on student loan 

payments is ending.  Any cooling of consumer 

demand could feed back into labor markets and 

slow the economy in coming months.   

Now that’s what a real recession looks like! 



 

A summer of milestones.  In June Maria and I celebrated our 

25th wedding anniversary with a road trip to Napa Valley. We 

loaded up the car with considerably more stuff than necessary 

and our Boston Terroir Harrison, who lives for the road.  He 

even tries to help his 

mom with packing… 

 

 

 

 

 

 

 

Napa was lovely. We visited a handful of smaller wineries and 

had tasting experiences like the days before big corporations 

took over so many of 

the best known 

labels;  inti- mate and 

relaxed.  We had some 

spectacular meals, in-

cluding our anniver-

sary dinner at Cook in St. 

Helena… 
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These articles are for general information only 
and are not intended to provide specific ad-
vice or recommendations for any individual. 
Consult your financial advisor, attorney, ac-
countant, or tax advisor with regard to your 
individual situation. Please contact us if there 
are any changes to your financial situation or 
investment objectives.  The economic fore-
casts set forth in the presentation may not 
develop as predicted and there can be no 
guarantee that strategies promoted will be 
successful. Past performance does not guar-
antee future performance and your actual 
results will vary.  The S&P 500, Nasdaq Com-
posite and Russell 2000 indexes are unman-
aged indexes reflecting the overall returns 
attained by leading US stocks.  The MS EAFE 
and MSCI Emerging Markets Indexes are un-
managed indexes comprised of leading 
stocks in established foreign and emerging 
market countries, respectively. The Barclays 
Capital bond indexes are representative of 
total returns earned by various segments of 
the bond market.  Indexes cannot be invested 
into directly. Stock investing involves risk 
including loss of principal. International and 
Emerging Markets investing carries special 
risks such as currency fluctuation and politi-
cal instability.  Bonds are subject to market 
and interest rate risk if sold prior to maturity.  
Bond values will decline as interest rates rise 
and bonds are subject to availability and 
change in price.    

THANK YOU! 

...to the following clients and col-

leagues for showing your confi-

dence in us by referring your 

friends, family members, associates 

and clients  

during the last three months…  
 

Nirav Gandhi, Joyce Ponso 
Jim Austin & Debbie Rodriguez,  

Jill Brousard, Jennifer Lumsdaine,  
&  


