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Dave’s Weekly Commentary
Good morning, everyone. It was busy weekend for Nancy and I. After having a quiet 
dinner Friday night, Saturday we attended the wedding of dear friend’s daughter, 
and spent part of the weekend getting ready for our annual branch office exam this 
week. I also completed continuing education in preparation for an upgrade to an even 
more secure technology platform at the FSC level. And oh yes, we found some time to 
watch basketball. Now on to the weekly update.      

The first quarter is not complete yet, but we have experienced important 
developments that have included heightened volatility in the Treasury market, 

declining earnings estimates, stubbornly high inflation, stronger-than-expected growth, increased 
geopolitical tension, and an upward shift in rate-hike expectations. The part about growth being stronger 
than expected has not been a great backdrop for the stock market. The stock market, however, has held 
its own.

As if this writing, the S&P 500 is up 0.6% year-to-date, but the Nasdaq Composite is up 6.4% year-to-
date. That is not the full story, though. At their highs this year, the S&P 500 was up 9.3% and the Nasdaq 
Composite was up 17.2%. The summation is that a stock market that began the year on a high note has 
cooled off. 

The good start to the year was driven by many factors and here are a few of those factors:
  1.  Buying interest in stocks that had been hit hard by tax-loss selling activity in 2022
  2.  Short-covering activity
  3.  Offsides positioning (i.e., more accounts were positioned for a difficult market environment,  
 so, as stock prices bucked conventional wisdom and ran higher, those accounts were playing  
 catch up to participate in the gains)
  4.  The thinking that the economy was destined for a hard landing shifted to thinking it would  
 only experience a soft landing and perhaps “no landing” at all
  5.  There was speculation that the Fed was about to be done raising rates and would be cutting  
 rates once, if not twice, before the end of the year

Those factors earlier in the year might have helped quiet the hard landing narrative, but they now  forced 
the market to recalibrate its interest rate expectations, accounting for the likelihood that policy rates and 
market rates would have to head higher. The result of that thinking was that the stock market was at 
18.5x forward twelve-month earnings and now weigh that the 10-yr historical average is 17.2x, according 
to FactSet and (b) earnings estimates were still being revised lower. Today, the S&P 500 trades at 17.3x 
forward twelve-month earnings, more in-line with its historical average. Additionally, the 10-yr historical 
average of the is 10-yr note yield averaging 2.17% and core-PCE inflation averaging 2.12% over the same 
period. Today, the 10-yr note yield is at 3.70% and core-PCE inflation is up 4.7% year-over-year.

There was an orderly retracement through much of February, but the retracement turned a bit disorderly 
this week with Fed Chair Powell telling Congressional committees in his semiannual monetary policy 
testimony that the ultimate level of interest rates is likely to be higher than previously anticipated given 
that inflation remains too high and the labor market is still running tight. Fed Chair Powell contributed to 
that uncertainty, noting that the Fed is data dependent and not on a preset path with its policy decisions. 
Having said as much, he all but ensured that there will be outsized movement following key data 
points. That isn’t constructive for the market, however, since excess volatility dampens investor interest/
conviction.

The good news at this point is that the only recession in sight is in the Treasury market. The 2s10s spread 
recently hit its deepest inversion since 1981. The real economy has not buckled under the weight of those 
expectations.  The Atlanta Fed GDPNow model estimate for real GDP growth in the first quarter is 2.6%; 
the unemployment rate ticked up to 3.6% in February from a 54-year low of 3.4%.  The stock market’s 
current behavior is a reminder that return expectations for investors this year should be lowered because 
stocks have increased competition from bonds, increased competition from the Fed, and increased 
competition from reduced earnings expectations. Source: Briefing.com

We are aware of all of what I presented above. As always, we will do what we can to help you continue 
to realize all of your financial goals in both relatively turbulent times (like now), and during times less 
stressful. Have a good week. Dave 
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“No winter lasts forever; 
no spring skips its turn.” 

~ Hal Borland

Newsletter continues on the next page.
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Market Watch
Week Ending Mar. 10, 2023

(Source: Briefing.com)

• DJIA:                31,909.06    -1481.30
2023 YTD  -3.70%

• NASDAQ:        11,138.80      -550.20 
2023 YTD 6.400%

• S&P 500:            3,861.59      -184.05 
2023 YTD  0.60%

• Russell 2000:   1,772.70      -155.56 
2023 YTD 0.70%

• 10 Year Treasury:                  3.695%

https://www.smithmosesandcompany.com
https://twitter.com/SmithMosesCozad
https://www.facebook.com/smithmosesandcozad/
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Smith, Moses and Cozad is an Ohio Limited Liability Company. Securities and investment advisory services offered through FSC Securities Corporation, Member FINRA/SIPC.  FSC is separately owned and other 
entities and/or marketing names, products or services referenced here are independent of FSC.  Although the information has been gathered from sources believed to be reliable, it cannot be guaranteed. Views 
expressed in this newsletter may not reflect the views of FSC Securities Corporation. Investing involves risk including the potential loss of principal.  No investment strategy can guarantee a profit or protect 
against loss in periods of declining values.  Please note that individual situations can vary. Therefore, the information presented here should only be relied upon when coordinated with individual professional 
advice. Indexes cannot be invested in directly, are unmanaged and do not incur management fees, costs and expenses. Past performance is not a guarantee of future results. Any links in this material are provided 
as a convenience and for informational purposes only.  FSC Securities Corporation does not endorse or accept any responsibility for the content or use of the web site nor guarantee the accuracy or complete-
ness of the data or other information appearing on the linked pages. The company assumes no liability for any inaccuracies, errors or omissions in or from any data or other information provided on the pages, or 
for any actions taken in reliance on any such data or information.  This information is not intended to be a substitute for specific individualized tax, legal or investment planning advice. 
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Article continues next week.

3 Fund Types Every Investor 
Should Know  (part 1 of 2)

Even if you’ve been investing for 
years, the language of investing 
can sometimes feel confusing. 
Getting a better grip on investing 
terminology (which is often a 
complex combination of legalese, 
colloquialisms and slang) can help 
you feel more confident when 
evaluating your financial strategy.

Of course, understanding complex 
financial terms and concepts may 
be one of the reasons you chose to 
work with our financial firm; passing 
familiarity isn’t the same as detailed 
knowledge, and often we think of 
“investing” only as buying stocks, 
or shares of certain companies. But 
individual stocks are only a tiny piece 
of the overall investment arsenal, 
and we believe that for most clients, 
balance is key — so let’s review a few 
key account types that every investor 
should know.

1. Mutual Funds: A  mutual fund is 
a lower-cost way to invest; it pools 
your investment dollars into a group 
of assets along with many other 
investors. Mutual funds are handled 
by a portfolio manager who uses 
the pooled funds to buy into stocks, 
bonds and short-term debt, and any 
trading happens once the markets 
close, rather than throughout the 
day. They tend to be popular with 
investors because they typically 
build in diversification (investing in a 
range of companies and industries), 
and usually set low dollar amounts 
for buying in to the fund. Mutual 
funds generally fall into one of four 
categories:

•  Target date funds (designed for 
individuals with specific retirement 
dates in mind)

•  Stock funds (which invest in 
corporate stocks)

•  Bond funds (many different types – 
corporate and government-issued are 
common ones you may have heard 
about – all aiming to produce stable 
returns)

•  Money Market funds (which invest in 
high-quality, short-term investments)

Planning Points, Part 2 of 2   To read this article in it’s entirety, go to https://www.smithmosesandcozad.com/blog
Source: Broadridge Advisor Solutions. Copyright 2023. 

The Debt Ceiling and Deficit Spending
No Easy Answer
The only way to change this trajectory is to increase revenue, reduce spending, or both. The rosiest 
scenario would be decades of high GDP growth that increases revenue at current tax rates, but this 
seems unlikely. The CBO projects real (inflation-adjusted) GDP growth to average a tepid 1.7% annually 
over the next decade.13 Raising tax rates may be necessary, but that is always a difficult political option.

There is also little room to maneuver on the spending side. Only 28% of federal spending is 
“discretionary,” meaning Congress can set amounts through annual appropriations bills, and almost half 
of that spending goes to national defense, which few leaders would want to cut in the current global 
climate. The rest is mandatory spending, including Social Security and Medicare (which will account 
for nearly 36% of federal spending in 2023) and interest on the national debt.14 While both parties 
have indicated that Social Security and Medicare are off the table, other mandatory spending could be 
reduced through Congressional action.

The White House is expected to release its budget proposal for FY 2024 in March, followed by a 
counterproposal from House Republicans in April, setting up what is sure to be an intense period of 
budget negotiations. President Biden and House Speaker Kevin McCarthy have already begun to discuss 
the debt ceiling issue, and it remains to be seen whether the ceiling can be addressed outside of the 
budget process or whether it will be caught in the crosshairs. In either case, the ceiling will have to be 
raised or suspended in order to maintain U.S. government operations.

U.S. Treasury securities are guaranteed by the federal government as to the timely payment of principal 
and interest. The principal value of Treasury securities fluctuates with market conditions. If not held to 
maturity, they could be worth more or less than the original amount paid. Forecasts are based on current 
conditions, are subject to change, and may not come to pass.

1, 3, 10, 12–14) Congressional Budget Office, 2023
2, 6, 9) U.S. Treasury, 2023
4–5) Bipartisan Policy Center, 2023
7) U.S. Government Accountability Office, July 23, 2012
8, 11) U.S. Office of Management and Budget, 2023
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