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The final trading sessions of the year may have been curtailed by a Christmas-  12/29/2023 Wk Wk YD 12 Mos
shortened week, but that did not dampen the optimism across financial Net % Div % % S&P 500 r 5,000
markets. After the turbulence of 2022, 2023 ended with a significant rise for STOS Close Change Change Vield  Change  Change
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investors focused on several compelling themes. Artificial intelligence (Al) Wk ‘
captured investor imagination, fueling a surge in names with exposure to the % | 4,000
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had begun to be priced into markets. The snarled knots of global supply chains >-Year 425 1PY/USD 14101 099
started to loosen, easing concerns about production slowdowns and inflation  5_year 3.85 USD/GBP 128 039 | 3.600
spikes. Just-in-time anxieties gave way to a cautious optimism about efficient  10-vear 3.88 CAD/USD 132 0.27
logistics. Central banks, led by the Federal Reserve, navigated a delicate macro ~ 30-Year 4.03 3,400

environment. Hawkish interest rate hikes aimed to tame inflation without —Source:Factset/Bloomberg

tipping the world into recession. Wage increases remained steady while

inflation cooled, further fueling investor confidence. The year closed with a  Sector-Large Cap Wk
feeling that, perhaps, the worst was indeed behind us. Overall, 2023 was a year et
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of resilience, adaptation, and cautious optimism. As we enter 2024, the world's Defensive
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financial markets will be closely watching how these narratives unfold with the Staples 762.32 816 11% 2.4% 4.8% (2.2% ﬁ
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Key Thought for The Week
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Equity investors have experienced a large degree of volatility over the past two  Consumer Disc 1,418.09 6.12 (0.4%) 6.1% 122%  41.0% 055
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followed by a strong, but choppy, rebound in 2023. The S&P 500 has yet to Info Tech 339716 505 0.3% 38% l69%  564%

eclipse its all-time closing high set in January of 2022; however, the index is NoW  aterials 539.62 085 (0.2%) 43% 9.1% 10.2% 15%

within striking distance. One of the most widely discussed developments this g 2 - E § £ & 2 [
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have contributed to roughly 62% of the S&P 500’s return year-to-date. Although
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nearlyy100% of the S&P 500’s return. This is a clear sign that equity market 01/02 Markit PMI Manufacturing SA (Final) (Bec) 482 482

performance is starting to broaden out. Further evidence of this more recent 01/03 1SM Manufacturing SA (Dec) &7 457

development is the outperformance of the average stock and small cap stocks ~ 01/03 JOLTS Job Openings (Nov) 8,750K 8,733K

relative to the S&P 500 during December. Returns this month for the S&P 500,  01/04 ADP Employment Survey SA (Dec)  115.0K 103.0K Russell Style Return
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trend continues throughout 2024, and there are a number of convincing 01/05 Average Workweek SA (Preliminary) (Dec) 344 344

arguments which would support that view. Perhaps the easiest argument to be 01/05 Nonfarm Payrolls SA (Deq) 508 TR Medium 0.55% 0.49% 0.35% Medium

made is the valuations for the equally weighted S&P 500 and the S&P Small Cap
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currently 16.2x and 14.4x, respectively, both of which are below their 10-year 01/05 Durable Orders SAM/M (Final) (Nov) 3475 S5

historical averages. On the other hand, the S&P 500 is currently trading at 19.7x ~ 01/05 Factory Orders SA M/M (Nov) 11% -3.6%

and meaningfully above its 10-year historical average of 17.9x. 01/05 ISM Services PMI SA (Dec) 52.7 52.7
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