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  ECONOMIC REVIEW1 
• Initial fourth quarter, real Gross Domestic Product (GDP) increased at a 2.9% annual rate, beating the consensus 

expectation of a 2.6% increase. 
o Personal consumption, business fixed investment, and home building – referred to by some as “core” GDP – 

increased at a 0.2% annual rate – belying more material economic weakness than the headline figure would imply. 

• The Personal Consumption Expenditure (PCE) Price Index rose 0.1% in December, same increase as the previous month, and 
stands up 5.0% from a year ago –the lowest year-over-year increase since September 2021. 

o “Core” PCE prices, which exclude the volatile categories of food and energy, rose 0.3%, ticking up from the 0.2% 
increase the prior month, though in line with market expectations. 

• Both headline and core PCE measures declined year-over-year in a positive sign for a continued downtrend in inflation. 

o Headline PCE price index – dropped to 5.0% from 5.5% the prior month. 
o “Core” PCE price index – fell to 4.4% from 4.7% previously. 

• University of Michigan Consumer Sentiment Index was revised higher to 64.9 from a preliminary reading of 64.6. 
o Interestingly, the gauge for expectations ticked up while the current conditions subindex was revised lower. 
o Also measured in the report, inflation expectations for both the year ahead and the 5-year outlook declined 

marginally, from 4.0% to 3.9% and 3.0% to 2.9%, respectively. 
 

How do GDP, PCE, and Consumer Sentiment impact you? 

• While the solid GDP print might suggest a stronger fourth quarter than originally thought, other, more recent data – 
including ISM reports, retail sales, industrial production, and housing starts – indicate early signs of declining economic 
activity and a tepid growth outlook. 

o Half of the increase in real GDP was due to a rapid accumulation of inventories, which is not sustainable. 
• The continuing downtrend in year-over-year inflation measures is surely a positive sign, but the uptick in “core” PCE 

validates the concern that bringing inflation all the way down to target will be more challenging. 
 

  A LOOK FORWARD1 
• This week market participants will be focused on central bank policy, primarily at the Federal Reserve (Fed) where a 

decision to raise interest rates either a quarter- or a half-percentage point is expected on Wednesday. 
o Investors are banking on yet another step down in interest rate hikes to 25 bps from 50 bps in December and 75 

bps in November, with Fed funds futures indicating more than 98% expect the smaller rate increase. 

• The European Central Bank (ECB) and the Bank of England both follow up the Fed with meetings on Thursday. 
o A 50 bp hike is mostly priced in for the EU, but a GDP report on Tuesday and flash inflation data Wednesday 

increase the uncertainty that the ECB will soften their, to this point, hawkish message. 
o The outlook for the UK is quite a bit cloudier with inflation running above 10% and an economy that managed to 

avoid recession in the second half of last year to the surprise of many. 
▪ Most analysts expect rates to increase 50 bp, rising to 4.00%. 

• Despite the central bank headlines, investors should also take note of mega-cap tech earnings and nonfarm payrolls. 
o Alphabet (GOOG, GOOGL), Amazon (AMZN), Advance Micro Devices (AMD), and Apple (AAPL) all report this week 

and should give an indication of where valuations stand for some of the most stretched areas of the market. 
o Forecasts for nonfarm payrolls see January job growth of 175,000 even amidst multiple reports of layoffs across 

the tech, finance, and real estate sectors – though most of these won’t actually occur until later this year. 



 

  MARKET UPDATE2 
 

Market Index Returns as of 1/27/23 WTD QTD YTD 1 YR 3 YR 5 YR 

S&P 500 TR USD 2.48% 6.11% 6.11% -6.63% 9.26% 9.13% 

NASDAQ Composite TR USD 4.32% 11.07% 11.07% -14.89% 8.68% 10.13% 

DJ Industrial Average TR USD 1.81% 2.60% 2.60% -0.08% 7.97% 7.32% 

Russell Mid Cap TR USD 2.62% 7.58% 7.58% -1.51% 8.10% 7.47% 

Russell 2000 TR USD 2.37% 8.58% 8.58% -1.50% 6.16% 4.88% 

MSCI EAFE NR USD 1.40% 8.55% 8.55% -1.50% 4.12% 1.92% 

MSCI EM NR USD 1.44% 9.95% 9.95% -9.16% 0.81% -1.39% 

Bloomberg US Agg Bond TR USD 0.09% 2.99% 2.99% -8.46% -2.22% 0.81% 

Bloomberg US Corporate High Yield TR USD 0.38% 3.91% 3.91% -5.05% 1.30% 2.92% 

Bloomberg Global Aggregate TR USD -0.03% 3.30% 3.30% -11.70% -3.62% -1.28% 

 

  OBSERVATIONS 
• Growth-oriented stocks were the week’s best performers with the NASDAQ easily outpacing the other major indexes, 

returning 4.32% vs. 2.48% for the S&P 500 and 1.81% for the Dow. 

• Mid Cap stocks middled along, splitting the highs and lows of the major indices with a 2.62% return on the week. 

• Small Caps trailed larger counterparts marginally, returning 2.37%, beating just the Dow last week. 

• International stocks underperformed domestic stocks, with the MSCI EAFE and MSCI EM returning 1.40% and 1.44%, 
respectively. 

• Bonds were slightly positive domestically across both government and credit securities, though negative internationally. 
o The Bloomberg US Agg Bond Index returned 0.09% while the Bloomberg Global Aggregate Index dropped -0.03%. 

 
 

  BY THE NUMBERS 

• Short Sellers Feel the Pain in Stock Market’s 2023 Rally: The market’s comeback in 2023 has been very bad news for one 
group: short sellers. Short sellers profit from stock declines by borrowing shares of companies that they believe are 
overvalued, selling them, and then buying them back at a lower price later. They made huge gains in 2022, when markets 
around the world tumbled. But their fortunes have reversed in January as the stock market has clawed back some of its 
losses. A Goldman Sachs index tracking the 50 most shorted stocks in the Russell 3000 has returned 15% so far this year 
through Thursday, substantially outperforming the S&P 500, which is up 6%. Other stocks that got crushed in 2022 have 
also raced higher. Tesla Inc. (TSLA), coming off its worst year on record, has staged a 44% January rally. Meanwhile, 
money-losing cryptocurrency exchange Coinbase Global Inc. (COIN) is up 73%. Short sellers who have incurred hefty losses 
are actively trimming their positions, said Ihor Dusaniwsky, managing director of predictive analytics at S3 Partners. 
Investors betting against stocks have racked up $81 billion of mark-to-market losses on short positions this month through 
Thursday after accumulating $300 billion in gains in 2022, Mr. Dusaniwsky said.3 

 

• Eagles – Chiefs Superbowl: Patrick Mahomes’s Ankle and the Forces to Shape the Big Game: KANSAS CITY, Mo.—Patrick 
Mahomes didn’t expect to run on the play that would send the Kansas City Chiefs to the Super Bowl. “At some points in 
games, you’ve got to just put it all on the line,” he said afterward. Mahomes’s ankle injury, which he suffered a week 
earlier, clearly bothered him more and more as the AFC Championship against the Cincinnati Bengals wore on. He tried to 
sneak past defenders at a couple points during the game, only to get wrapped up by defenders and discover that he didn’t 
have the same burst he usually has. Then with seconds left, Mahomes darted to his right and gained not just the first 
down—but also an additional 15 yards thanks to a penalty the Bengals were flagged for when he was hit after going out of 
bounds. The combination set up Harrison Butker’s game-winning field goal for the 23-20 win—and added to the legend of 
Mahomes.4 



 

 
 

 

Economic Definitions 

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the most frequently 
used indicator of economic activity. The GDP by expenditure approach measures total final expenditures (at purchasers' prices), including exports 
less imports. This concept is adjusted for inflation. 

 

PCE (headline and core): PCE deflators (or personal consumption expenditure deflators) track overall price changes for goods and services 
purchased by consumers. Deflators are calculated by dividing the appropriate nominal series by the corresponding real series and multiplying by 
100. 

 

University of Michigan Consumer Sentiment Index: Consumer confidence tracks sentiment among households or consumers. The results are 
based on surveys conducted among a random sample of households. Target Audience: representative sample of US households (excluding Alaska 
and Hawaii). Surveys of Consumers collects data on consumer attitudes and expectations summarized in the Consumer Sentiment, in order to 
determine the changes in consumers' willingness to buy and to predict their subsequent discretionary expenditures. This Index is comprised of 
measures of attitudes toward personal finances, general business conditions, and market conditions or prices. Components of the Index of 
Consumer Sentiment are included in the Leading Indicator Composite Index. Unit: Index (Q1 1966=100) 

 
The European Central Bank (ECB): manages the euro and frames and implements EU economic & monetary policy. Its main aim is to keep prices 
stable, thereby supporting economic growth and job creation. 

 
Nonfarm Payrolls: This indicator measures the number of employees on business payrolls. It is also sometimes referred to as establishment survey 
employment to distinguish it from the household survey measure of employment. 

 

Retail Sales: Retail sales (also referred to as retail trade) tracks the resale of new and used goods to the general public, for personal or household 
consumption. This concept is based on the value of goods sold. 

 
Housing Starts: Housing (or building) starts track the number of new housing units (or buildings) that have been started during the reference 
period. 

 
Existing Home Sales: This concept tracks the sales of previously owned homes during the reference period. Total existing home sales include single- 
family homes, townhomes, condominiums and co-ops. All sales are based on closings from Multiple Listing Services. Foreclosed homes are only 
counted in the inventory if the bank is working with a realtor. Foreclosed homes that sell via auction (or other closings outside of the Multiple 
Listing Services) are not included. 

 

ISM Manufacturing Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. An 
overall sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. 

 
ISM Services Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. An overall 
sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. Target Audience: 
supply management professionals Sample Size: 300 individuals Date of Survey: through the month The Services Index is a composite index of four 
indicators with equal weights: Business Activity, New Orders, Employment and Supplier Deliveries. An index reading above 50% indicates an 
expansion and below 50% indicates a decline in the non-manufacturing economy. Where as per Supplier Deliveries Index, above 50% indicates 
slower deliveries and below 50% indicates faster deliveries. 

 
GDP: Gross Domestic Product (GDP) is widely accepted as the primary indicator of macroeconomic performance. The GDP, as an absolute value, 
shows the overall size of an economy, while changes in the GDP, often measured as real growth in GDP, show the overall health of the economy. 

 
Federal Reserve (Fed): The Federal Reserve System is the central banking system of the United States of America. 

 
Federal Funds Rates (Fed Funds rate): The Federal funds rate refers to the target interest rate set by the Federal Open Market Committee (FOMC). 
This target is the rate at which commercial banks borrow and lend their excess reserves to each other overnight. 

 

Index Definitions 
 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of 
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

 
NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global 
Market and Capital Market. The index was developed with a base level of 100 as of February 5, 1971. 



 

Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders 
in their industry. It has been a widely followed indicator of the stock market since October 1, 1928. 

 

Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent 
approximately 25% of the total market capitalization of the Russell 1000 Index. 

 
Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing approximately 8% of the 
Russell 3000 total market capitalization. The real-time value is calculated with a base value of 135.00 as 
of December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 

 

MSCI EAFE: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of December 31, 1969. 
The MSCI EAFE region covers DM countries in Europe, Australasia, Israel, and the Far East. 

 
MSCI EM: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap representation across 
Emerging Markets (EM) countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 

 

Bloomberg Barclays US Agg Bond: The Bloomberg Barclays US 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). 

 
Bloomberg Barclays High Yield Corp: The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, high yield, 
fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and S&P is Ba1/BB+/BB+ or below. 
Bonds from issuers with an emerging markets country of risk, based on Barclays EM country definition, 
are excluded. 

 
Bloomberg Barclays Global Agg: The Bloomberg Barclays Global Aggregate Index is a flagship measure of global investment grade debt from 
twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate 
bonds from both developed and emerging markets issuers. 

 
Bloomberg Barclays Municipal Bond Index: The Bloomberg Barclays U.S. Municipal Index covers the USD-denominated long-term tax-exempt bond 
market. The index has four main sectors: state and local general obligation bonds, revenue bonds, insured bonds and prerefunded bonds. 

 
Disclosures 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are 
unmanaged and investors are not able to invest directly into any index. Past performance cannot guarantee future results. 

The statements provided herein are based solely on the opinions of the Advisor Group Research Team and are being provided for general 
information purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or 
other financial instruments. Any opinions provided herein should not be relied upon for investment decisions and may differ from those of other 
departments or divisions of Advisor Group or its affiliates. Certain information may be based on information received from sources the Advisor 
Group Research Team considers reliable; however, the accuracy and completeness of such information cannot be guaranteed. Certain statements 
contained herein may constitute “projections,” “forecasts” and other “forward-looking statements” which do not reflect actual results and are 
based primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial information. Any opinions, projections, 
forecasts and forward-looking statements presented herein reflect the judgment of the Advisor Group Research Team only as of the date of this 
document and are subject to change without notice. Advisor Group has no obligation to provide updates or changes to these opinions, projections, 
forecasts and forward-looking statements. Advisor Group is not soliciting or recommending any action based on any information in this document. 

Securities and investment advisory services are offered through the firms: FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint 
Financial, Inc., Triad Advisors, LLC, Infinex Investments, Inc., and Woodbury Financial Services, Inc., broker-dealers, registered investment advisers, 
and members of FINRA and SIPC. Securities are offered through Securities America, Inc., American Portfolios Financial Services, Inc., and Ladenburg 
Thalmann & Co., broker-dealers and member of FINRA and SIPC. Advisory services are offered through Arbor Point Advisors, LLC, American 
Portfolios Advisors, Inc., Ladenburg Thalmann Asset Management, Inc., Securities America Advisors, Inc., and Triad Hybrid Solutions, LLC, registered 
investment advisers. Advisory programs offered by FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., Securities 
America Advisors, Inc., Triad Advisors, LLC., and Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., an 
affiliated registered investment adviser. 5438991 

 

 
1 Data Obtained from Bloomberg as of 01/27/2023. 
2 Data Obtained from Morningstar as of 01/27/2023. 
3 Short Sellers Feel the Pain in Stock Market’s 2023 Rally - WSJ 
4 Patrick Mahomes’s Ankle and the Forces That Will Shape the Eagles-Chiefs Super Bowl - WSJ 
 

https://www.wsj.com/articles/short-sellers-feel-the-pain-in-stock-markets-2023-rally-11674943473?mod=Searchresults_pos2&page=1
https://www.wsj.com/articles/chiefs-eagles-super-bowl-patrick-mahomes-burrowhead-11675092227?mod=hp_lead_pos13
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