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VIEWPOINTS 
 

 2ND
 QUARTER 2023                               ADVISORY NEWSLETTER  

 

MARKET COMMENTARY                                     FREDRIC W. WILLIAMS 

 

Partying Like It’s 1999 (a redo)… 

 

Stealing Prince’s iconic 1982 song as an apt descriptor, the last six months in the domestic 

equity markets produced a record start for the NASDAQ, seeming to harken back to the years 

leading up to the new millennium. Back then it was the various dot-coms riding the new 

internet wave, while the first half of 2023 has been juiced by the promise (hype?) of artificial 

intelligence and its impact on a broad range of human, and economic, activity. Not to 

diminish the significance of A/I as a potentially transformative use of technology (so called 

“machine learning”), but we remember well the valuation levels that produced the bubble 

that was burst early this century. 

 
“But one doesn’t have to believe the doomsayers to lean into caution – just look at 

valuations. The S&P 500 trades at 19 times expected earnings over the coming year, up from 

15 times in October, as stocks have gained even as earnings estimates have fallen. With a 

valuation that high, the risk/reward trade-off at the index level doesn’t appear all that 

attractive from here, at least in the short term.” 

-  N Jasinski, Barron’s June 30, 2023  

 

And as Mark Twain quipped, “History doesn’t repeat itself, but it often rhymes.” so our 

modest hint of caution is centered solely on the price-earnings multiples that are stretched by 

such a rapid share price rise, while still awaiting a confirmation from the monetization of 

A/I’s applications, and the earnings that they may produce. Coupled with the continuing 

macro issues in the background, one might be a dite imprudent to don your rose-colored A/R 

glasses when evaluating these concerns. 

 
“Call it the ‘What, me worry?’ stock market. Nothing could faze U.S. stock indexes 

during the first six months of 2023 – not the Federal Reserve, not a series of bank failures, 

not geopolitics, not even the down-to-the-wire debt-ceiling drama in Washington. And 

certainly not the fact that a recession felt like it was just around the corner….Still, investors 

might just rediscover some nagging concerns during the second half of the year.” 

http://www.oldportadvisors.com/
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- N Jasinski, Barron’s June 30, 2023  

 

Another less stellar “record” of sorts, has been the narrowness of the market’s advance, with 

only a few megacap tech stocks leading the charge, and having potentially an outsized impact 

on the indexes. 

 
“The S&P 500 closed June up 16.9% YTD (+$4.1 trillion in market cap gains from 

just 7 stocks) while the equal-weight S&P 500 rose just 6% YTD. Further, those market cap 

gains happened despite S&P 500 earning estimates for the current year dropping 3.3%. 

- SpringTide Partners, July 3, 2023 

 

“The S&P 500’s rally this year has been powered by a handful of megacap 

stocks…Market “breadth,” which reflects how many stocks participate in a rally, was narrow 

in May. Only 23% of stocks in the S&P 500 outperformed the broad index, the lowest 

percentage of any month going back to 1986, according to Bank of America.” 

- L Foster, Barron’s, June 16, 2023 

 

“This rally, however, has been exceptionally narrow. The five largest S&P 500 

stocks (Apple, Microsoft, Amazon, Nvidia, Google) have outpaced the benchmark by roughly 

30 percentage points over the last five months. According to BMO, this ranks in the 99th 

percentile of rolling five-month relative returns since 1990…” 

- J Authers, Bloomberg, May 31,2023  

 

In the midst of these concerns about extended valuations and the narrowness of market 

breadth, there continue to be pockets of opportunity for the prudent long-term investor. 

  
“The stampede into artificial intelligence, the market’s newest new thing, has left 

dividend stocks looking stogy and unloved. They’re also becoming bargains.” 

“The gap between the Nasdaq 100, which yields about 0.8%, and the iShares Select 

Dividend is…at a whopping 33 percentage points. That’s too large a gap, and makes now a 

particularly attractive time for investors to pay attention to yield.” 

“And yes, there are issues facing many high-yield dividend payers: Bank stocks have 

been hit hard by the regional bank turmoil, and energy companies have been dinged by lower 

oil prices. Short-term Treasuries, meanwhile, with their roughly 5 

% yields, could offer a safer alternative. But short term government bond yields won’t look so 

attractive once the Fed’s rate-tightening ends. And there are plenty of dividend stocks to 

choose from that aren’t banks or energy companies. 

- A Root, Dow Jones, May 24th 2023 

 

The closing comments in Mr. Root’s above article reference the proverbial “tortoise-and-the-

hare” observation that reinforces the longer-term perspective we feel important to prudent 

portfolio management: 

 
“Also keep in mind that dividends have accounted for roughly 40% of stock returns 

over the past 100 years.” 

“Dividends will always matter – no matter what the next hot technology is.” 

 

At OPA we’re advocates for guiding our clients through a realistic investment process that 

can best meet their varied, and evolving, goals and time horizons. 

http://www.oldportadvisors.com/
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Domestic and Global Market Recap…                      OPA INVESTMENT POLICY COMMITTEE 
 

The first half of 2023 started with a banking crisis in March, moved on to a near-miss with a 

U.S. debt default in June and ended amid a flurry of excitement in anything related to 

Artificial Intelligence. Large cap U.S. stock markets continued to outperform during the 

quarter. After a strong June, the tech-heavy Nasdaq Index wrapped up the first half of the 

year up 32.7% — its best first half since 1983. The S&P 500 ended the first half of the year 

up 16.9% and is now up 24.4% since its October 2022 lows, about 7.0% shy of hitting all-

time highs. Despite impressive strength in the large cap indexes, parts of the market have 

been left behind. Small cap stocks, as proxied by the Russell 2000 Index, are up just 8.1% for 

the year while banks (S&P Banks Select Industry Index) and public real estate (MSCI REIT 

Index), down 19.0% and up 4.8%, respectively, are trailing. 

Higher markets and lower inflation have reversed the broad despair that existed last year. The 

widely reported American Association of Independent Investors sentiment survey has shifted 

from 18% bullish and 61% bearish in the last week of September 2022 to 46% bullish and 

25% bearish in the last week of June 2023. The optimism has resulted in massive flows to 

market winners. This tangible swing in the mood (and behavior) of the average investor 

reminds of us of a quote from the renowned Bob Farrell, former Merrill Lynch head of 

research and market strategist: “The public buys the most at the top and the least at the 

bottom.”  

Index Returns    

Equities 
Percentage Change 

for the 2nd Quarter 

Percentage Change 

for the Year 

Annualized 10-Year 

Returns 

S&P 500 8.74% 16.89% 12.86% 

MSCI EAFE* 2.95% 11.67% 5.41% 

MSCI Emerging Markets* 0.90% 4.89% 2.95% 

Bloomberg Commodity 

Index TR -2.56% -7.79% -1.07% 

FTSE NAREIT Equity 
REIT Index 2.62% 5.37% 6.42% 

Fixed Income    
Bloomberg Barclays U.S. 

Aggregate Bond -0.84% 2.09% 1.52% 

Bloomberg Barclays U.S. 

Treasury Inflation-Linked 

Bond -1.42% 1.87% 2.08% 
 

Source: BlackRock, Bloomberg, FTSE™, NAREIT®., YCharts 

*Returns are calculated with net dividends in USD 
 

Index returns are for illustrative purposes only and do not represent actual performance of any investment. Index performance returns 

do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. 

Past performance does not guarantee future results. 

http://www.oldportadvisors.com/
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It has been one year since U.S. inflation hit a four-decade high of 9.1% in June 2022. Since 

then, headline inflation has trended lower to 3.9%, while core inflation (which excludes the 

more volatile food and energy components) has stayed stubbornly high, coming in at 4.9% 

for June. At the June FOMC meeting, the Fed held rates steady for the first time in the 

current hiking cycle, citing the need for the lagged effects of monetary policy to catch up. 

However, in his semiannual testimony before Congress, Fed Chairman Jerome Powell 

emphasized that there will be more rate hikes and quashed any hopes of rate cuts before the 

end of 2023.  

The debt ceiling debate was also a defining event of the past quarter. After hitting the debt 

ceiling on January 26, politicians on both sides locked horns. On May 30, days before the 

U.S. was forecast to run out of cash, President Biden and House Speaker McCarthy reached a 

compromise. The agreement suspends the ceiling until January 1, 2025, allowing the 

government to pay for debt already occurred.  

A surprisingly strong economy has prevented the Fed’s efforts to bring inflation back to its 

2% target. The labor market proved resilient with the unemployment rate at 3.6%, close to its 

all-time low. Consumer spending also remained relatively strong as the personal savings rate 

continued upward to 4.6% in June. This windfall was not seen across the population. Lower 

income groups and younger consumers have mostly depleted the excess savings built up 

during the pandemic, pressured by stubborn inflation in food, energy, health care, and 

housing costs.  

The market has largely been driven by a rally in a small group of AI-related tech stocks, 

triggering the debate as to what kind of market we are in. The largest tech stocks in the U.S., 

a group of companies now collectively known as the Magnificent Seven have had a stellar 

year. These are the seven-largest listed U.S. companies, and together they have a collective 

market cap of $11 trillion—an astonishing amount equivalent to nearly half the GDP of the 

entire U.S. These were some of the worst performers of 2022, ending the year down more 

than 40%. In 2023, however, they have rallied and are up almost 70% year-to-date.  

The tech sector led the recent rally, but the all-important financial sector remains a concern. 

Following the collapse of three regional banks earlier this year, the sector remains under 

scrutiny from both investors and regulators. Banks are relying heavily on the Fed for 

liquidity, a clear sign of ongoing stress. Regional banks are bearing the brunt of banking 

sector stresses, with S&P regional banking ETF down more than 30% year-to-date. Banks are 

also feeling the pressure from the cracks in the commercial real estate sector and concerns 

about increased loan defaults. There was a $2.8 billion quarter-over-quarter increase in non-

performing loans, the largest increase since the first quarter of 2010.  

The real estate sector is also exhibiting both bull and bear dynamics. The Fed’s aggressive 

rate-hiking cycle pushed 30-year fixed mortgage rates to 7.15% in June. Homeowners who 

purchased their homes during the past decade when rates were at record lows are probably 

staying put. As a result, the number of existing homes for sale dropped by 7.1% in May to 1.4 

million—some of the lowest levels on record. Despite the drag of higher rates, demand for 

http://www.oldportadvisors.com/
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new single-family homes continues to increase. In May, new home sales increased by 12% 

month-over-month or 20% year-over-year. Although residential new home sales are charging 

ahead, the commercial real estate sector isn’t faring as well. Elevated interest rates and a 

fundamental shift in the way people work and shop are taking a toll. U.S. metro office 

vacancy rates are now at a record-high 19%.  

International equity markets rallied in June with the MSCI EAFE Index ended the quarter up 

3.2%. The quarter produced mixed results for fixed income, as yields continued to march 

higher and the Fed showed little sign of easing rates. The Bloomberg U.S. Aggregate Bond 

Index closed the quarter down 0.8% while U.S. bank loans ended the quarter up 3.1%. 

International developed market bonds were hit the hardest, ending the quarter down 2.1%.  

Following the reopening of China’s borders in January after three years of COVID-19 

restrictions, the country’s much-anticipated economic recovery seems to be running out of 

steam. China’s manufacturing sector recorded three consecutive months of contraction in the 

second quarter. Furthermore, inflation in China cooled to the slowest pace in two years, 

underpinning weak domestic demand. The MSCI China Index is down 5.5% year-to-date.  

If this is a bull market, conventional wisdom suggests that the stampede could go on for 

years. This rally could, however, be just one of the many bear market rallies we have 

experienced in the past—one that has been extended by the unusual war chest of cash 

amassed during the pandemic. Unlike the stream of overzealous bulls and bears parading 

across media channels, we can choose to entertain both potential scenarios; in fact, wise 

investors must do so. They should always construct portfolios that can withstand more than a 

single outcome, and today’s economic indicators suggest this practice may be more important 

than ever. 

That said, we continue to remain cautious. Despite signs that inflation is easing, we do not 

want to lose sight of the big picture: history strongly suggests that bad things happen, albeit 

with long lags, to markets after aggressive rate-hiking cycles. This is especially true in the 

context of high starting valuations and structural allocations to equities. Our recommendation 

for caution is not an attempt to “get cute,” but instead reflects our humble respect for history. 

Stocks might continue to shrug off higher rates for several more quarters and emerge even 

higher one year from now. If that happens, our portfolios will likely participate in the upside, 

though to a muted degree. We can also see a situation in which stocks head substantially 

lower given recent market strength, growing optimism, and rising real interest rates. Our goal 

is to be prepared for either outcome.  

PLANNING CONCEPTS                              CLIFFORD P. RYAN, CLU®, CHFC®  

 

Maine Transfer on Death Deed… 

Maine’s probate code was recently amended to include the ability to pass real estate on to a 

named beneficiary at death without probate.  For some people, taking their home or family 

camp out of their estate might lessen or eliminate full probate.  For others, it’s simply a way 

to transfer real estate more efficiently to their intended heirs.  This feature functions similarly 

http://www.oldportadvisors.com/
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to naming a beneficiary on your life insurance or IRA account and does not negatively affect 

tax treatment of inherited real estate. 

In order to do this, one would amend the deed for the real estate to name a primary and, if 

desired, an alternate beneficiary.  The owner has the right to change or revoke the designation 

without the beneficiary’s consent and retains all the rights of ownership until death.  The 

deed change can be filed by an individual, but it would be a good idea to check with your 

attorney or advisor to be sure it doesn’t conflict with any other aspect of your estate plan.   

For more Information:  https://legislature.maine.gov/statutes/18-C/title18-Csec6-417.html 

TD Ameritrade Merging with Charles Schwab… 

If TD Ameritrade is your account custodian, you recently received correspondence notifying 

you of the transfer of your account(s) to Schwab on Tuesday, September 5.  This stems from 

the 2019 acquisition of TD Ameritrade by The Charles Schwab Corporation. The merger of 

the two custodians has been in the works since then, with the culmination occurring over this 

year’s Labor Day weekend.  

In general, there is nothing for TD Clients to do apart from enrolling in Schwab's client 

website, Schwab Alliance, in August. If you currently have online access to TD Ameritrade's 

AdvisorClient portal and desire the same level of access with Schwab, you must register with 

Schwab Alliance after receiving your new account number(s) in early August. Look out for a 

Key Information Packet arriving in the first week of August, containing these account 

numbers and other important details about the transition. 

At Old Port Advisors, we have utilized both Charles Schwab and TD Ameritrade as 

custodians for client accounts for many years. We’re excited about the merger and confident 

that you’ll find the user experience with Charles Schwab to be best-in-class.  

As we approach the September transition dates, please be sure to keep an eye out for 

communications from Schwab, and please feel free to contact us with any questions you may 

have.  

 

FIDUCIARY CORNER     BEN DAIGLE,  JAKE KENYON CFP®                       

 

2023 Regulatory Limits for Retirement Plans 

 

IRS Limits on Retirement Benefits and Compensation 

Year 2023 2022 

401(k), 403(b), 457 Elective Deferral Limit (calendar year) $22,500 $20,500 

401(k), 403(b) & 457 Catch-Up Contribution Limit (calendar, plan or 

limitation year) 
$7,500 $6,500 

Annual Compensation Limit (Plan year BEGIN) $330,000 $305,000 

Defined Contribution Limit (limitation year END) $66,000 $61,000 

http://www.oldportadvisors.com/
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Defined Benefit Limit at ages 62-65 (limitation year END) $265,000 $245,000 

Definition of Highly Compensated Employee (HCE) (plan year BEGIN) $150,000 $135,000 

Key Employee Compensation Threshold (plan year END)   

5% Owner 

Officer 

All 

$215,000 

All 

$205,000 

IRA Contribution Limit $6,500 $6,000 

IRA Catch-Up Contributions $1,000 $1,000 

As published in IRS News Release IR-2022-188, Oct. 21, 2022 

See www.IRS.gov for more information 

 

OPA NEWS & COMMUNITY EVENTS         

 

As mentioned previously, this space is usually filled with the event calendars for a variety of 

the non-profit and cultural organizations that we as a firm, our employees, clients or 

colleagues are involved with. It’s through these events, annual or otherwise, that they further 

their fundraising efforts and support the ongoing delivery of their missions. 

 

GORHAM SAVINGS BANK MAINE MARATHON – The 32nd edition for the full, half and relay 

this year will be held on October 1st and feature the start and finish along Baxter Boulevard 

and Portland’s scenic Back Cove. Each year, the volunteer organizers of the Gorham Savings 

Bank Maine Marathon select a group of charitable organizations in our community to receive 

proceeds from the race – this year including: The Ecology School, Maine Children’s Cancer 

Program, Veggies to Table, and the YMCA Camp of Maine. Additional information about 

registration, the beneficiaries, and the various race formats, can be found at 

https://mainemarathon.com/  

 

CENTER FOR GRIEVING CHILDREN – Their annual “Swing Fore The Center” golf benefit will 

be held Tuesday September 28th at the Prouts Neck Country Club in Scarborough. The 

Center for Grieving Children, based in Portland, serves more than 4,000 grieving children, 

teens, families, and young adults annually through peer support, outreach, and education. 

Since its founding in 1987, the Center for Grieving Children has served more than 66,000 

children, teens, and their families. Additional information can be found at 

http://www.cgcmaine.org/events/golf-tournament/  

 

INSTITUTE FOR FAMILY OWNED BUSINESS – The finale of IFOB’s “Women in Business – 

Wine & Nine” golf series welcomes men as well, and features a scramble and cookout, to be 

held on Tuesday July 11th at Nonesuch River Golf Club starting at 8:00 AM. Additional 

information can be found at:  https://fambusiness.org/event-3182006  

 

THE OPA TEAM MILESTONES: 

 

We wanted to take a moment to acknowledge a few of the members of our great team – we’ll 

highlight more in subsequent quarters: 

 

http://www.oldportadvisors.com/
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CARRIE LUKE – OPA is pleased to announce the newest member of our team, as Carrie joins 

us as a Client Relationship Administrator. She has come to us after many years in the health 

and medical fields and will be supporting the firm’s clients with her planning and logistics 

background. Carrie and her husband live on Highland Lake in Falmouth. 

 

SHARON BUNKER, FPQPTM, CRPSR - Sharon recently marked her 7-year anniversary with OPA. 

She started in the financial services industry in 2001 and has added to her skills as a 

Financial Paraplanner Qualified Professional and as a Chartered Retirement Plan Specialist 

to support our wealth management and fiduciary consulting work.  

 

ERICA BLY – Erica began her career in the industry in 2006, joining OPA in late 2016, so 

will also be marking her 7th anniversary later this year, was recently appointed as the firm’s 

Chief Compliance Officer. 

 

DEB HARNEY - Joined Elder Planning Advisors in 1996, recently had her 27th anniversary 

and joined the firm, as a Client Relationship Manager, in 2021 when OPA and EPA 

combined forces.  

 

DEB THURSTON – Was part of OPA’s founding in 1994 (originally as Investment 

Management & Consulting Group) and has been the firm’s Finance Manager since 2001, 

marking her 22nd year in that role. 

 

BATTING CLEAN-UP 

 

CHIP HARLOW - After serving 10 years in the US Navy Submarine service, Chip started his 

career in financial services with Merrill Lynch 1997. Having joined Old Port Advisors in 

2016, he marked his 25th anniversary in the industry this last year. 

 

TERRY DAVIES – Starting as an equity trader in 1987, Terry then left the canyons of Wall 

Street for a stop at Westport Markets in 1996. After to moving to Maine, he joined Old Port 

in 2005, where he continues as a portfolio manager, as well as a Certified Divorce Financial 

Analyst. 

 

CLIFF RYAN – Founded Elder Planning Advisors in 1996, with he, as the Senior Wealth 

Advisor, Laurene Ryan, as the Operations Specialist, and Deb Harney joining OPA in 2021, 

had his 40th anniversary in the financial services industry in March of 2023. 

 

FRED WILLIAMS – Founded OPA (originally as IMCG) in 1994 and will be marking his 45th 

year in the investment business and the 30th anniversary of OPA in 2024.  
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