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MARKET & ECONOMIC SNAPSHOT

WHAT HAPPENED WHY IT MATTERS

Despite great pessimism throughout the year,
stock performance had one of its best years in
decades. The driver was a shift in Fed policy from
interest rate increases to cuts for 2024.

STOCK MARKET
The US stock market* was up in the fourth
quarter 12% and over 26% for the full year of
2023 year-to-date.

The unexpected strength of the economy
improved bond markets, especially lower quality
bond issuers. As investors’ fears of recession
faded, they saw an opportunity to invest in riskier
borrowers.

BOND MARKET The bond market** gained over 6% in the fourth
quarter and over 5% for the full year of 2023.

INTEREST
RATES

The Fed pushed interest rates higher since early
2022 to dampen persistent inflation. While many
experts believe the Fed will cut rates in 2024,
there is also belief in a new regime of higher
interest rates.

The Federal Reserve held interest rates at a
target range of 5.25%-5.50% since July 2023.

Fed policy of high interest rates and resolving
clogged shipping routes has brought inflation
down. However, housing and auto prices remain
elevated.

INFLATION
After peaking at over 9%, the US experienced
disinflation with consumer prices rising only
3.4% through December. Core inflation,
excluding food or energy, held steady at 4%.

While employment growth was stronger than
experts expected, it is far lower than the increase
of 4.8 million in 2022. A less vigorous labor market
comes with slower wage growth.

LABOR
Employment*** increased by 216,000 in December
with the economy gaining a total of 2.7 million jobs in
2023. The unemployment rate held at 3.7%. Average
hourly earnings rose at a 6% annual pace in 2022 but
dropped to 4% by the end of 2023.

* MORNINGSTAR US STOCK MARKET INDEX
** MORNINGSTAR US CORE BOND INDEX
*** NONFARM PAYROLL, SEASONALLY ADJUSTED (BLS)



STOCK MARKET SNAPSHOT UNITED STATES

Stocks* were up over 12% in the fourth quarter, the
best quarterly performance since late 2020. The market
rose 26.4%, the largest increase since 2019. The
increases came despite fears the economy would slide
into a recession. Those fears were confirmed following
the failure of Silicon Valley Bank, Signature Bank, and
First Republic Bank.

Tech stocks that were battered in 2022 came roaring
back, up over 17% for the quarter and up 59% for 2023
driving broad market performance. Conversely, energy
and utility stocks, which enjoyed large gains in 2022,
were down for 2023.

*Morningstar US Stock Market Index

OUTSIDE THE US

Global market performance was generally up but there was wide
variation between countries. Greece, a country that struggled
during the Great Recession of 2008, experienced a significant
comeback with markets up nearly 45%. Countries in the Americas
also were standouts, like Mexico up nearly 26% despite inflation
still being an issue there. Meanwhile, northern European
economies, such as Britain, Germany and Sweden were challenged
by persistently high inflation and slow or no GDP growth, and still
enjoyed equity market gains, 14.2%, 24.0% and 23.5% respectively.
This is more evidence that weak economies don’t necessarily mean
poor stock market performance. world equity markets.

UNITED STATES



BOND MARKET SNAPSHOT

Bonds across the board reversed their losing trend, posting gains for the year. While attention was
focused on treasury yields which have whipped up and down all year, the best returns were experienced
by credit-sensitive bond markets.

The Fed’s aggressive policy to raise Fed-funds rates left the yield curve inverted since July 2022, often
seen as a sign of a coming recession. Not all inverted yield curves lead to recessions, but all recessions
have been preceded by an inverted yield curve. The increased yield between the 2-year treasury note and
the 10-year note ranged from 0.2% to almost 1%. By year-end, the yield curve was inverted by roughly 0.4%. 

YIELD CURVES

SOURCE: MORNINGSTAR



EQUITIES Q4 2023 2023

U.S. STOCK MARKET 12.08% 26.43%

DEVELOPED STOCK MARKETS EX-U.S. 10.57% 17.91%

EMERGING STOCK MARKETS 7.83% 11.92%

SECTORS

UTILITIES 8.65% -7.04%

ENERGY -6.64% -0.55%

TECHNOLOGY 17.23% 59.06%

REAL ESTATE 17.89% 11.76%

FIXED INCOME

U.S. CORE BONDS 6.56% 5.31%

U.S. TREASURIES 5.46% 3.88%

U.S. HIGH YIELD 7.07% 13.48%

10+ YIELD TREASURY BOND 12.32% 2.58%

STOCK & BOND INDEX PERFORMANCE

PERFORMANCEASSET CLASS

Driven by the
“Magnificent
Seven” - Microsoft,
Amazon, Nvidia,
Meta, Apple,
Alphabet and Tesla

Riskier borrowers
boosted by
strengthening
economy

Challenged by
higher borrowing
costs and supply
chain disruptions



INFLATION SNAPSHOT

September’s Consumer Price Index or CPI, which measures headline inflation, climbed 3.4%
through December, down from 6.5% in December 2022. Energy fell 5.4%, marking the ninth
consecutive month of decreases in energy prices and the steepest in four months.

Core inflation, which cuts out volatile food and energy prices, rose 3.9% through December
which is down from 5.7% a year earlier.

The Fed raised rates three times through May, taking that target range to 5.00%-5.25%.
When officials met in mid-June, officials held policy steady for the first time since the hiking
cycle began in March 2022.



U.S. BUREAU OF LABOR STATISTICS, TOTAL NONFARM
EMPLOYMENT, SEASONALLY ADJUSTED

LABOR SNAPSHOT

Employers added 216,000 jobs in
December on a seasonally adjusted
basis, the Labor Department
reported on Friday, while the
unemployment rate remained
unchanged at 3.7%. Health care,
social assistance work, and state
and local government jobs drove
December job gains. 

The durability of the economy is on
display as hiring and wages remain
strong despite two years of
aggressive Fed monetary policy to
cool the inflation.

MONTHLY INCREASE IN US JOBS

216,000 new jobs
added in December



Asset Classes
A grouping of investments that exhibit similar
characteristics, are subject to the same laws and
regulations and often behave similarly to one
another in the marketplace.

Bond Issuers
Governments, banks, corporations, municipalities,
or special purpose vehicles that borrow money
from bond investors with the promise of paying
periodic interest and repayment of the principal
amount upon maturity of the bonds.

GLOSSARY

Equity Sectors
Categories of companies that operate in different areas of business. According to the Global Industry
Classification Standard, there are 11 stock market sectors: Financials, Utilities, Consumer Discretionary,
Consumer Staples, Energy, Healthcare and Industrials.

Federal-Funds Rate
The target interest rate range, set by the Federal Open Market Committee (FOMC), at which commercial
banks borrow and lend their excess reserves to each other overnight. The FOMC, which is the policymaking
body of the Federal Reserve System, meets eight times a year to set the target federal funds rate, which is
part of its monetary policy. 



Gross Domestic Product (GDP)
A monetary measure of the market value of all the final goods and services produced in a specific time
horizon by a country or countries. GDP is a key indicator of the size and health of a country’s economy.

Market Rally
A broad increase in market prices after a market crash or persistently down market.

Recession
A significant, widespread, and prolonged downturn in economic activity commonly classified as two
consecutive quarters of negative gross domestic product (GDP).

Inflation
Headline Inflation: The general increase in prices that includes all goods and services in an economy.
It considers the price changes across various sectors, including food, energy, housing, transportation,
and other consumer goods. Headline inflation is reported through the Consumer Price index or CPI.

Core Inflation: The general rise in prices excluding certain volatile components, such as food and
energy prices. The purpose is to focus on the underlying inflation trend by removing the short-term
fluctuations. Core inflation provides a more stable and long-term measure of inflation, reflecting the
general price changes in non-volatile sectors of the economy.

Disinflation: A decrease in the rate of inflation, meaning the prices of goods and services rise more
slowly.

Deflation: A general decrease in prices.



Yield Curve
Graphical representation that plots bond time-to-maturity against yield.

Normal Curve: An upward-sloping curve in which bond yields of the same credit quality increase as
time-to-maturity increases. A normal yield curve is most commonly associated with positive
economic growth.

Flat Curve: A horizontal line in which there is little difference between short-term and long-term
rates for bonds of the same credit quality. A flat yield curve is typically an indication that investors
and traders are worried about the macroeconomic outlook.

Inverted Curve: A downward-sloping curve in which bond yields of the same credit quality decrease
as time-to-maturity increases. An inverted yield curve reflects bond investors’ expectations for a
decline in longer-term interest rates, typically associated with recessions.



The information in this presentation is provided “AS IS” and
without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Fairlight
Advisors LLC (referred to as “Fairlight”) disclaims all warranties,
express or implied, including, but not limited to, implied
warranties of merchantability, non-infringement, and suitability
for a particular purpose.

Fairlight does not warrant that the information will be free from
error. None of the information provided in this presentation is
intended as investment, tax, accounting or legal advice, as an
offer or solicitation of an offer to buy or sell, or as an
endorsement of any company, security, fund, or other securities

FAIRLIGHT ADVISORS LLC: DISCLOSURES

non-securities offering. The information should not be relied upon for purposes of transacting securities
or other investments. Your use of the information is at your sole risk. Under no circumstances shall
Fairlight be liable for any direct, indirect, special or consequential damages that result from the use of, or
the inability to use, the materials in this site, even if Fairlight or a Fairlight-authorized representative has
been advised of the possibility of such damages.

In no event shall Fairlight Advisors LLC have any liability to you for damages, losses, and causes of action
for accessing this site. Information presented here should not be considered a solicitation to buy, an offer
to sell, or a recommendation of any security in any jurisdiction where such offer, solicitation, or
recommendation would be unlawful or unauthorized.



Contact Us Today!
Have Any Questions?

support@fairlightadvisors.com

844.309.6248

www.fairlightadvisors.com

https://www.fairlightadvisors.com/contact

