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“Perspective is Everything”  
In the current investment 
environment, the noise has never been 
louder.  Short -term economic and 
market projections still have a huge 
amount of disparity amongst 
forecasters collectively. Meanwhile, 
long lasting market volatility (along 
with a mini-banking crisis) has grated 
on investor patience.  While there are 
some signs of economic slowing, if you 
tune out the noise and pessimism, the 
actual data still isn’t showing signs of recession.  In these times, it’s important to 
maintain a long-term perspective along with a little grit… 
 
“Abnormally good or abnormally bad conditions do not last forever.”  - Benjamin 
Graham, Known as the Father of Investing 

US Economics            
There is no doubt that the economy is 

slowing a bit from the blistering pace it has 
been on the last two quarters. The 

culmination of recklessly fast interest rate 
hikes by the Fed along with the Silicon Valley 

Bank (SVB) collapse has begun to show its 
effect with the most recent GDPNow forecast 

slowing to +2.2% for the 1st quarter – still 
firmly positive, but slower. The biggest 

detractors from GDP are the equipment and 
“change in private inventories” categories, 

both of which are highly reactive to interest 
rate changes. However, the Citi Economic 

Surprise Index (which measures the average 
of economic releases that beat expectations) 

  

http://www.andersonfinancialstrategies.com/


Quarterly Playbook 
2nd Quarter 2023 

 
 

Anderson Financial Strategies, LLC 
2500 Stratacache Tower ● 40 N. Main St. ● Dayton, OH 45423 

www.AndersonFinancialStrategies.com 
 

Advisory Services are offered through ANDERSON FINANCIAL STRATEGIES, LLC, a Registered Investment Adviser. . 

2 of 10 
indicates that actual data is holding 

up much better than expectations as 

seen from the chart.  A reading of 52 

is well into positive territory, 

meaning that either expectations 

have been lowered too far or the 

data has been very robust.  From our 

perspective, it is a mix of both.   We 

continue to see consumer spending 

be very resilient and the jobs market 

remains very robust!  The March U-3 

(official) unemployment rate hanging 

in at 3.5%, the same as December’s 

3.5%, and still well below the long-

term average of 5.9%. Additionally, 

the U-6 (broader definition including 

part-time) weakened slightly to 6.7% in March from the December rate of 6.5%, compared to the long-term 

average of 10.3%.   Unemployment is still near the lowest in over 50 years despite rising rates and a broader 

economic slowdown. Moreover, even though the most recent (February) JOLTS (Job Openings and Labor 

Turnover Survey) report saw the number of job openings decline to 9.9 Million which is the first time this 

number has dipped below 10 Million in nearly two years, there are still nearly 1.7 jobs available per 

unemployed person. This is still well above the pre-pandemic level of about 7 million.   Furthermore, the labor 

force participation rate continues to 

edge up, with March coming in at 

62.6%, up from 62.3% in December.  

On the other hand, we are finally 

starting see a slight dip in 

commercial loan activity related to 

the inverted yield curve that 

coincides with an economic 

slowdown. That said, although we do 

expect some slowing of the 

economy, the balance of data leaves 

us unconvinced the trajectory is one 

that is headed toward recession 

from our perspective… 
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US Equity Markets 
As expected, the S&P 500 
continued to recover during the 
1st quarter, ending up 7.5% but 
not without a fair amount of 
volatility.   We continue to 
expect elevated volatility until 
we confirm an official pause 
from the Federal Reserve.  Until 
then, we are still in an elevated 
reactionary environment that 
generates pronounced upward 
and downward moves based on 
each new piece of data that can 
be used to speculate about the 
Fed’s next move.   Meanwhile, 
S&P 500 earnings remain mis-
matched with pricing as you can 
see from the chart.   We say mis-

matched because earnings and pricing have a strong relationship in which earnings typically lead pricing. But 
that was broken with the pessimism caused by the Fed that earnings will fall.  However, that has not 
materialized yet and in fact the consensus is for earnings to continue growing albeit at a slower pace.  We 
think this is a little too cautious as we are not expecting a  recession even though that is the consensus.   Our 
year-end target range of 4200-
4400 for the S&P 500 hasn’t 
changed and looks to be still a 
conservative estimate. 
Moreover, even though short-
term down markets are 
expected in market cycles, they 
always feel worse than they 
are.  To help keep perspective, 
we know that the stock market 
has always risen over the long-
term due to economic growth 
and the earnings power of 
capital markets.  Sometimes we 
could use a reminder of this in 
order to maintain our investor 
grit… 
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US Fixed Income 
The bond markets have 
continued to show yields that 
are well above the average 
since 2009, making fixed 
income very attractive.  “Yield 
to worst” (either maturity or 
first call date) is a very good 
proxy for total return and 
these levels create serious 
competition to the stock 
market, esprically High Yield 
and Preferred Stocks.   
However, short term bond 
market volitlty continues, 
especially in the treasury 
market.   Treasury yields have 
started to fall in anticipation 
of the Fed lowering rates over 
the next year. The latest 

measure of the MOVE index, which is like the VIX for bonds, shows bond market option volatility still at 
significantly elevated levels.   Additionally, the yeild curve remains inverted, meaning that longer term bonds 
i.e. 10 & 30 year treasuries are in the unusual postion of having a lower yield than short term bonds 3-12 
month treasuries.   While that does 
put negative pressure on the 
economy, it has historically been an 
opportunity stage in the bond 
market.  For example, Investment 
Grade Corperate bonds are trading at 
tremendous discounts but have had 
very low default rates and the 
Bloomberg US Aggregate Bond index 
marked some of the steepest 
discounts in 40 years…  
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International Markets  

We maintain our perspective on international stocks 
being more undervalued than the US Stock market.  
However, year to date, international stocks merely 
have kept up with the US with the MSCI All County 
Word ex-US index up 7% vs the S&P 500 up 7.5%.  
However, valuation favors the international side as 
the current 12.6 P/E ratio is under the 20 year 
average of 13.1.    This compares to the current 
S&P500 P/E ratio of 17.8 which is higher than the 20 
year average of 15.5.   All of this with a backdrop of 
higher P/E ratios given the current market dynamics.  
To be sure, there is quite a bit of uncertainty when it 
comes to economic growth around the world, far 
more than the US.  So if the global economy heads 
toward recession, then the thesis flips and US stocks 
may outperform.  Still, we expect recovery in 
international equities regardless of economic 
conditions, its just the degree of gain that is in 
question… 
 
 
 
 
 

 

Real Estate  
For Real Estate, there are critical economic 
questions with the effects of higher interest 
rates and potential tightening of bank loan 
availability.   With the expected economic 
slowdown ahead, the question remains how 
will this affect the REIT market? As we have 
mentioned in the past, REITs tend to benefit 
from higher inflation as this gives them the 
ability to raise revenues while expenses 
remain relatively stable. This is illustrated 
with the trend of higher Funds From 
Operations (FFO) in the chart.  From our 
perspective, REITs are showing solid 

fundamentals along with strong  balance sheets and are positioned well for economic recovery. 
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Inflation, Interest Rates & the Fed 

It looks like the Federal Reserve is 
finally close to declaring a cease-
fire!  Or at least the markets think 
so…   The current implied Fed 
Funds rate based on Fed Funds 
Future contracts shows no more 
rate hikes are expected for this 
cycle.  In fact, the betting markets 
show 50 basis points of rate cuts 
by the end of the year beginning in 
the late summer/autumn time 
frame.  We will need to see if this 
is indeed the case at the 
subsequent Fed announcement on 
May 3rd.  If so, we should see the 
current rallies in both the stock 
and bond markets strengthen.   

However, out of the multitude of reasons for a “pause”, a few are not necessarily good signs.  While inflation 
continues to decline with March CPI at a flat 5.0% (a good thing), the expected slowdown in economic activity 
along with the “mini banking crisis” (both not-so-good) expose risks that have been created from the Feds 
ultra-aggressive rate policy.   When SVB (Silicon Valley Bank) and Signature bank experienced a “run on the 
bank” that ultimately led to their failure, the Fed had to issue emergency lines of credit that would allow all 
deposit institutions to borrow against 
their portfolio at “par”, which ensured 
deposits were available for withdraw 
and stem contagion to other banks.  
Ironically, this “mini crisis” may have 
been beneficial to other capital 
markets as it highlighted the damage 
the Fed caused to longer term bonds 
and presumably awakened them to 
the fact that further rate hikes have 
much more risk than reward.  
Nevertheless, the Fed has shown to 
be “out of touch” with its effects on 
the economy when judged by its 
actions.   As the saying goes 
“economic expansions never die of 
old age but are murdered by the 
Federal Reserve”.   
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Legislative Affairs 
  

The current political divide along 

with the wealth effect ( loss of 

confidence when wealth declines 

i.e. markets) is causing consumer 

confidence to remain at very low 

levels.   Add to that the upcoming 

showdown on the debt ceiling,  

rising tensions with China, the 

Russian war in Ukraine gong into its 

second year, and the first 

indictment of a former US 

president and its hard to see 

consumer confidence making a 

major comeback any time soon.  Why does that matter?  Well the vast majority of the make-up of GDP is 

based on consumption.  In today’s economy that number is 68%.   So the longer consumer confidence remains 

low, our economic growth trajectory will remain lower than potential as well.  When consumer feel that 

strategies are being 

implemented to get the 

economy back to the good 

or excellent condition, they 

feel more confident in 

spending – which boosts 

economic growth…  
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Financial Planning Corner 

The Importance of Estate Planning at any age 

Estate planning includes so much more than how assets are distributed. Unfortunately, many people face 

major financial and medical decisions in an exceptionally short window when a loved one is incapacitated or 

passes away. You can protect yourself and those you care about through having a complete estate plan, along 

with regularly reviewing it. According to a study conducted by LawDepot in January of 2023, only 23% of 

Americans have a complete estate plan. Income does affect these statistics, but there is still an astonishingly 

low number of households with estate planning documents. Only 34% of those earning over 150k annually had 

an estate plan compared to 8% of those earning 25k.  

 

Commonly, people push off finishing their estate planning until they reach a certain age. Other times, 

situational needs arise before that. Below is a demonstration of the mentality of respondents when creating an 

estate plan. However, being reactionary to your environment leaves an unprotected window of time. Proactive 

measures increase confidence in your future which counters stress and anxiety in an already difficult time.  
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https://www.lawdepot.com/resources/estate-articles/estate-planning-report/#.ZC7xIHbMJPY 

This begs the question of, “What do I need?” Beyond your will there should be at least 3 other documents: 

Healthcare Power of Attorney, Financial Power of Attorney, and a Living will.  

Living wills  

These are documents designed to make sure your medical wishes are carried out in case of incapacity. Living 

wills have no authority over asset disbursements. They are only used for the purpose of communicating 

medical choices if there is an inability to do so while still alive hence the term living will. There are several 

areas of care that are commonly addressed. Often this includes wishes about pain management to 

extraordinary measures. 

Although you may think your loved one knows the choices you would make, there are better ways to care for 

the both parties. A living will can minimize the stress of medical decisions as it takes out the guess work.  
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Healthcare power of attorneys (HPOA) 

A HPOA is essentially your spokesperson for medical needs. This should be a person you trust, but it can be 

virtually anyone who agrees. Your Healthcare POA works follows any instructions in your living will to ensure 

your wishes are carried out. This person communicates with your doctor to avoid unwanted treatment or that 

religious belief requests are followed.  

Financial Power of Attorney 

A financial/general power of attorney is similar to a healthcare power of attorney with the noticeable 

difference being control over financial decisions rather than medical. The control this person has can vary 

vastly. On one hand this person could be set up to take care of your finances if you were to leave the country 

for an extended period of time. You could also choose them to only have discretion when you are 

incapacitated. These differences can be laid out as springing or durable (which also applies to a HPOA).  

Last Will and Testament  

This document(s) provides specific instructions for your assets after your death along with naming guardians 

for any minor children. Sometimes people have the impression of having a will means you would avoid 

probate, but this not true without other legal documents such as a trust. You would name an executor of your 

will and the probate court would oversee the executor.  

Other estate planning documents can include a pour over will, end-of-life plan, personal care profile, etc.  

Trusts 

Trusts are also an important feature in estate planning. Different type of trusts give you and your beneficiaries 

control/protection in a unique way.  We find that there are 4 main reasons to establish a Trust:  

1. You would like to restrict the control of assets of beneficiaries  

2. You own Real Estate in two different states 

3. You potentially have Estate Tax exposure 

4. You have a complex financial profile that is easier managed within a Trust.  

 After all, you would like to decide where your assets go rather than the probate court.  

We’re here to help. If you have questions about these or any other topics, don’t hesitate to call us at (855) AFS-

4545. 
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