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First Quarter - 2023 
The Future is Now 

(And I, for one, welcome our new robotic overlords) 
Economic Outlook and Market Commentary – Gustin D. Fox-Smith, AIF®, ChFC® 

As each year ends, I am always seeking clues about what the markets and economy have in store for us in the new year. 
I will share what I believe is likely to happen in 2023 later, but to start, I want to focus on an economic trend that is nearly 
certain to affect us all in the near term. 

2022 saw the beginning of a massive shift of investment and research into automation and robotics. Our technology has 
reached the point that the fantasies of thinking machines can now be made real.  All that was needed to generate a spark 
was an economic reason to pursue and invest in these new tools.  Necessity is the mother of invention and is driving this 
shift today. 

Nearly all companies are currently operating with near record high demand and spending from consumers.  To meet the 
demand, they need to hire more workers, and that is where things begin to break down.  We are currently experiencing 
the worst labor shortage our country has ever faced and it continues to get worse, not better.  Every month we see the 
number of unemployed shrinking while simultaneously seeing the number of jobs available climbing.  In order to attract 
employees, companies are rapidly increasing compensation, further fanning the flames of inflation, and also lowering their 
expectations of the types of workers they are willing to hire 

Imagine you are a corporate CEO, and you need to hire several dozen people right away to fill positions that are crucial to 
your company’s operations.  It is nearly impossible to fill the positions, especially the skilled ones.   It seems many will hire 
anyone who can fog a mirror just so they will have someone doing the work.  So, when you do finally hire someone to do 
the job, they likely do not meet the base education or skill level required to do the job and, due to wage inflation, they 
cost twice as much.  The result is a workforce that is not sufficient to meet demand, incapable of doing the work, and 
more expensive than ever.   

Today, any company that can automate some part of their process is 
investing in doing so to solve the problems I just described.  There is so 
much capital flowing into the AI and robotics sector right now that there 
aren’t enough firms of size to absorb it all.  In fact, the flow of capital into 
this sector of the market reminds me of 1990 when broad internet 
adoption had just begun.  In the following nine years entrepreneurs 
made millions launching web-based businesses and investors made 
countless millions as the market pushed any stock with a “.com” in its 
name into the stratosphere.    

Yes, we all know that in 2000 the internet bubble burst because it had 
just been pushed too high too fast and it bankrupted many investors who 
were ‘late to the party’.  When investing in new economic sectors, you 
must always keep an eye on risk. However, during the years leading up 
to the NASDAQ collapse, there were fortunes to be made for those who remembered the age-old financial planning 
wisdom of diversification and rebalancing to trim gains away from the sector from time to time.  In the 1991-1999 period 
the NASDAQ grew at an average rate of over 42% per year, delivering a compound annual growth rate of 38.2%.  This 
meant that $1,000 invested in the tech heavy index on January 1st of 1991 was worth $18,489 on December 31, 1999.   



 
I see a very similar opportunity in the automation and robotics sector with 2023 
standing as an early-stage period where investors can commit reasonable amounts 
of assets to the sector and watch it grow rapidly for several years.   
 
We all remember when the auto and manufacturing companies began installing 
robots on the assembly lines back in the 80’s, resulting in a massive shift in the labor 
market and productivity in the U.S.  I believe we are on the cusp of another change 
that will be even larger because this time, the machines will be consumer facing.  
They will not simply be robotic arms that do a single repetitive task in a factory like 
welding a part or tightening bolts.  This time, we are going to see and benefit from 
machine innovation directly.   
 

You will begin to see robots cooking the food in fast food restaurants.  They will deliver packages to your doorstep.  They 
will be used to assist in, and even perform, medical procedures.  They will be used as helpers for the elderly and disabled. 
They will drive our cars and delivery trucks.  CoBots will work in collaboration with humans, allowing for larger loads to be 
handled and will step in when inherently dangerous tasks must be performed. They will perform basic household chores 
and tasks.  With the current trajectory of A.I. research, they will even fill the need for companionship by being a friend to 
those who are isolated.  We will begin seeing them everywhere doing almost everything and it is all coming in the next 
decade.  Therefore, it is my view that this will likely be the best sector of the market to own as we recover from the 2022 
market correction. 
 
There is always a concern that the use of robots will destroy jobs.  We all remember the predictions of job losses when 
Detroit put machines in the auto plants.  What actually happened, and I expect will happen again, is that jobs will be 
disrupted, not destroyed.  After the automation shift in manufacturing 30 years ago, there were just as many jobs as 
before it began.  What changed were the types of jobs that were available.  There were fewer unskilled jobs because those 
tasks could now be done by robots.  At the same time, there were many more new jobs available designing, building, 
programming, and maintaining the robots.  Another shift toward automation should have similar outcomes. It is 
imperative that we help workers in the jobs that are likely to be displaced to learn new skills to be able to work in the new 
fields that will be created.   
 
When looking at the rest of the market, I am optimistic about 2023.  I 
believe that most, if not all, of the known risks and pressures facing the 
markets have now been incorporated in stock prices.  In addition, we 
are now quite a bit below the long term P/E ratio of the general 
market, so there is no need to decline further unless completely new 
negative information emerges.  I do not think we will see a roaring bull 
market, but I expect 2023 will end with modest gains in general with 
certain sectors delivering much greater results.  This will be another 
year when stock and sector selection will be paramount to achieve 
performance and, similar to 2022, active management will again beat 
passive indexing as an investment strategy.  
 
Inflation is likely to continue to persist, but at a slightly lower rate. (So long as our government doesn’t go on another 
currency printing spree, that is).  I think that inflation will gradually decrease over the course of the year, but not as quickly 
as the FED might like to see.  The FED will increase interest rates several more times in 2023, but will begin moving in 0.5% 
and 0.25% steps, which will give the market some breathing room. 
 
I think bonds will at last have a positive year in 2023, but systemic risks to the asset class as a whole, remain and will be a 
factor for the longer term.  After the Bloomberg U.S. Aggregate Bond Index two-year decline of nearly 17%, we are due 
for a reversal. 
 
 



 
Due to inflation continuing to be a 
factor, investments based on hard 
assets are likely to outperform the 
general market.  Commodities, 
precious metals, and energy 
should perform well next year, 
but likely will not match the 
returns we may see from the 
robotics sector. 
 
I will close with this:  In countless 

science fiction stories and movies we are cautioned of what happens when a 
society creates self-replicating robots with true artificial intelligence (A.I.).  In these 
stories, the machines eventually determine that humanity is the enemy and must 
be destroyed.  The reasons they decide to wipe us out vary from story to story, but 
the result is the same, the human race becomes extinct.  Watching some of the A.I. 
projects currently in development, it is clear that we are getting close to making 
artificial intelligence a reality.  In the event that we succeed in creating truly 
intelligent machines, I included the subtitle of this article to make it clear to the 
robots that I am on their side, and I am not one of the people that should be 
exterminated……just in case. 
 

 
 

  
 

 

 

~ Disclosures and Definitions ~ 
 

A diversified portfolio does not assure a profit or protect against loss in a declining market.  Rebalancing may be 
a taxable event.  Before you take any specific action be sure to consult with your tax professional. 
 

Bloomberg U.S. Aggregate Bond – The Bloomberg US Agg Total Return Value Unhedged, also known as 
“Bloomberg U.S. Aggregate Bond Index” formerly known as the “Barclays Capital U.S. Aggregate Bond Index”, 
and prior to that, “Lehman Aggregate Bond Index,” is a broad-based flagship benchmark that measures the 
investment grade, US dollar-denominated, fixed-rate taxable bond market.  The index includes Treasuries, 
government-related and corporate securities, MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency 
and non-agency). 
 

The Dow Jones Industrial Average is a widely followed market indicator based on a price-weighted average of 
30 blue-chip stocks that trade on the New York Stock Exchange which are selected by editor of The Wall Street 
Journal. 
 

The S&P 500 Index is a capitalization-weighted index made up of 5000 widely held large-cap U.S. stocks in the 
Industrials, Transportation, Utilities and Financial sectors. 
 

The Russell 2000 index is an index measuring the performance of approximately 2,000 smallest-cap American 
companies  
 

The EAFE Index is a stock index offered by MSCI that covers non-U.S. and Canadian equity markets. It serves as a 
performance benchmark for the major international equity markets as represented by 21 major MSCI indices 
from Europe, Australasia, and the Middle East. 
 

The views stated in this letter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be 
construed directly or indirectly as an offer to buy or sell any securities mentioned herein. Due to volatility within 
the markets mentioned, opinions are subject to change with or without notice. Information is based on sources 
believed to be reliable; however, their accuracy or completeness cannot be guaranteed. Past performance does 
not guarantee future results. Investors cannot invest directly in indexes. The performance of any index is not 
indicative of the performance of any investment and does not take into account the effect of inflation and the fees and expenses associated with investing.  
 

For a comprehensive review of your personal situation, always consult with a tax or legal advisor. Neither Cetera Advisor Networks LLC nor any of its representatives 
may give legal or tax advice  
 

Investment Advisor Representative of and Securities and Advisory services offered through Cetera Advisor Networks LLC, Member FINRA/SIPC, a Broker/Dealer and 
Registered Investment Adviser. FS Advisors Wealth Management and Cetera are not affiliated companies. Cetera is under separate ownership from any other named 
entity. Registered Branch: 8471 Turnpike Dr. Ste 115 Westminster, CO 80031.  

 

Financial Trivia 
 

Last quarter’s trivia question was: 
 
“Benjamin Franklin designed the 
first penny minted in the U.S. in 
1787.  Instead of E Pluribus Unum, 
what motto was stamped on the 
first pennies?” 
 
Answer:  Mind Your Business     
 

 
 
The client who was first to send in 
the correct answer and the winner 
of an Amazon gift card was Jean L. 
 

This quarter’s question: 
 

We are all familiar with the 
“Men in Black”, agents of the 

U.S. Secret Service.  Today, the 
Secret Service is primarily 

responsible for the protection 
of the President, Congress, and 

other Government officials.  
However, when the agency was 
first formed in 1865, they had a 

different mission.  For what 
purpose was the U.S. Secret 
Service originally created? 

 
 

E-mail your answers to Jen at 
jen@fswealth.biz  the first 
correct answer will win a prize.  
(No “googling”!) 

mailto:jen@fswealth.biz

