
CHART OF THE WEEK: Market returns after big down years THE WEEK AHEAD

DATE: FEBRUARY 6, 2023

TALKING POINTS: This weeks’ conversation starters for advisors to educate and inform your clients

• PFG’s American Funds Growth Strategy is positioned well 
to take advantage of last week’s growth rally as the 
technology and communication services and cyclical 
sectors ended with gains last week. PFG’s American Funds 
Growth Strategy is embedded throughout our Target 
PLUS Models built to enhance traditional target date 
funds. PFG’s American Funds Growth Strategy currently 
holds higher allocations to these sectors relative to our 
other PFG strategies with ~8% Communication Services, 
~21% Technology, and ~17% Consumer Cyclical. 

• PFG’s Multi PLUS and Focus PLUS models also 
contain the PFG’s American Funds Growth Strategy 

• PFG’s Janus Henderson Balanced Strategy is also well 
positioned to take advantage of the growth rally and 
contained within our Target PLUS models. PFG’s Janus 
Henderson Balanced Funds currently has higher exposure 
to these sectors relative to our other PFG strategies with 
~6% Communication Services, ~22% Technology, and 
~14% Consumer Cyclical. 

• PFG’s Multi PLUS and Focus PLUS models also 
contain PFG’s Janus Henderson Balanced Strategy 

• Most major indexes continued to rally last week, mostly in 
response to the Federal Reserve’s decision to raise rates by 
only 25bps, with Fed Chair Jerome Powell acknowledging 
that the disinflationary process was in its early-stage.

• Sectors that seemed to take the most hits in 2022 have 
reversed strongly to start the year, with Communication 
Services (+21.4%), Consumer Discretionary (+17.2), and 
Technology (+14%) outperforming most year-to-date.

• On Thursday, T. Rowe Price traders noted that the S&P 500 
Index’s 50-day moving average crossed above its 200-day 
moving average, marking its first “golden cross” in the past 
2.5 years. The “golden cross” is a positive metric used by 
traders to signal an uptrend. 

• The unemployment rate fell to 3.4%, a level not seen since 
1969. Paired with the increase in the labor force, this 
indicates people are continuing to be able to find jobs as 
they join the workforce.

• Friday’s employment report showed the economy had 
added 517k jobs in January, well above consensus 
expectations, bringing about concerns regarding the 
continuing rate hike schedule.

Market News PFG Strategy News

Tuesday, February 07:
 Consumer Credit Report

Wednesday, February 08:
 Wholesale Inventories (revision)

Thursday, February 09:
 Initial Jobless Claims
 Continuing Jobless Claims

Friday, February 10:
 Preliminary University of Michigan 

1-Year and 5-Year Inflation 
Expectations



STRATEGIST SPOTLIGHT
Market volatility has subsided in the first month of the year as investors anticipate a slowdown 
in policy tightening by the Federal Reserve. Financial conditions have eased, resulting in equity 
market strength, declining interest rates, and a weaker U.S. dollar. While we expect uncertainty 
to persist as earnings forecasts continue to be downgraded, we do see opportunities to allocate 
tactically to markets that have underperformed in recent years, such as international developed 
equities. As a result, we reduced our exposure to defensive equities and rotated into more 
attractively valued markets with greater upside potential. We maintain a neutral stock/bond 
allocation in portfolios. 

Within equities, we increased our allocation to international developed and emerging market 
equities directly from U.S. large cap equities. We remain mindful of renewed economic resilience 
in China as COVID-19 restrictions continue to ease. We see early signs of developed markets’ 
cooling inflation from decreasing headwinds in energy as potential upside within these regions. 
A weakening U.S. dollar should also serve as a tailwind to domestic investors in international 
equity markets. This trade brings our portfolios to overweight emerging market equities and 
slightly overweight developed market equities relative to our benchmark. 

Currently, there are no changes to our fixed income positioning.

PFG Funds:
PFG JPMorgan Tactical Aggressive
PFG JPMorgan Tactical Moderate

EPIC:
JPMorgan Aggressive 30+
JPMorgan Moderate 20-30
JPMorgan Conservative 0-15

Commentary and Insights from one of our world class investment managers:

The Target PLUS models are designed to provide key enhancements to traditional target date 
investing, pairing best-in-class equity managers with best-in-class fixed income managers. While 
the models are constructed with a Strategic, long-term investing horizon in mind, they also 
provide some Tactical exposure, which can help buffer losses during volatile markets. The 
underlying holdings provide both Active management, via individual stock or bond selection, and 
Passive investing, via lower-cost, passive exposure to a specific index or benchmark. We believe 
the combination of these elements can deliver greater diversification, improved risk management, 
and enhanced returns.

MODEL HIGHLIGHT

STRATEGIST SPOTLIGHT

PFG Funds:
PFG BNY Mellon Diversifier 
Strategy (PFADX)

Commentary and Insights from one of our world class investment managers:

Global equities ended the year in positive territory for the quarter after strong rallies on 
continued optimism, selling off late in December as fears of economic slowdowns from policy 
induced tightening continued as central banks reiterated their stance to end high inflation.

This quarter saw the beginning of inflationary pressures waning in goods as China’s reopening 
was announced after broader supply chain issues had mostly been resolved and commodity 
demand was falling with consumer fatigue and an unseasonably warm winter. Inflation pressure 
continued from labor markets and real estate, but with some abatement. Given the concerns over 
economic slowing and continuing inflation, gold rallied strongly as concerns for stagflation arose.

As rate tightening approaches the end of the Fed’s dot plot, the curve remains inverted, with 
pivot hopes for late in 2023. Risk assets are reading the slowdown of tightening as a positive 
signal despite the Fed’s insistence on maintaining those rates until they are satisfied with enough 
demand destruction to normalize inflationary pressures. Despite the upcoming turnover in 
leadership in congress, fiscal policy remained muted through the quarter with little substantive 
action beyond increased tensions with China over banning sales of high-tech chip manufacturing 
technology.

Global geopolitical tensions around the Russia-Ukraine war remained escalated as price caps on 
Russian energy exports went into effect and additional weapon transfers to Ukraine continued 
increasing the potential for a miscalculation of reaction by Russia as its struggles to achieves its 
objectives.
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Important Disclosures

The information provided herein is the opinion of The Pacific Financial Group, Inc. (“TPFG”) a registered investment adviser and may change without
notice at the discretion of TPFG. Spotlight contains models managed by TPFG and represent TPFG’s opinion and evaluation of its models. All information
is believed to be accurate but has not been independently verified and TPFG makes no warranties as to the accuracy of the information or any
representations made or implied. The information should not be construed or interpreted as an offer or solicitation to purchase or sell a financial
instrument or service. The information is for informational purposes only and should not be relied on or deemed the provision of tax, legal, accounting or
investment advice. Past performance is not a guarantee future results. All investments contain risks to include the total loss of invested principal.
Diversification does not protect against the risk of loss. Investors should review all offering documents and disclosures and should consult their tax, legal
or financial professional before investing.

The indices are presented as broad-based measures of the equity, fixed income and consumer markets. The indices are provided for comparative and
illustrative purpose to provide a comparison of the model against the broader based equity, fixed income and consumer market. The indices are not
intended to reflect the investment objectives of the model as the securities held within the model will differ in market volatility, concentration, investment
objectives and diversification among others from those of the indices. The indices are not managed, and returns do not reflect the deduction of fees,
expenses, transaction costs or taxes that actual client accounts are subject to. Investors cannot invest directly in an index. Returns are not annualized for
periods less than 1 year.

Trailing Major Index Returns and YTD S&P Sector Returns are sourced from Morningstar Direct.

All other economic and market data sources may include, and is not limited to:
• JPMorgan Asset Management, publicly available at https://am.jpmorgan.com/us/en/asset-management/adv/
• insights/market-insights/market-updates/weekly-market-recap/
• Edward Jones, publicly available at https://www.edwardjones.com/us-en/market-news-insights/stock-market-news/stock-marketweekly-update
• Goldman Sachs, publicly available at https://www.gsam.com/content/gsam/us/en/advisors/market-insights.html
• T. Rowe Price, publicly available at https://www.troweprice.com/personal-investing/resources/insights/global-markets-weeklyupdate.html
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