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MARKETS

The first month of 2023 was positive for the U.S. equity markets. The
S&P 500 rose steadily during January, ending 6.3% higher for the
month. Telecoms and Consumer Discretionary stocks outperformed
other sectors while Utilities and Health Care underperformed. The tech-
heavy Nasdaq Composite Index rose by 10.7%. Easing supply chain
restrictions contributed to a positive outlook for companies. At the same
time, strong real GDP growth in the fourth quarter and easing
inflationary pressures boosted market sentiment. Yields of short
maturity Treasurys rose, while rates on Treasurys with maturities longer
than six months dropped. The Fed raised the Funds rate by a quarter
percentage point on February 1, smaller than the half-point increase
made in December, but in line with expectations.

International equity markets outperformed the U.S. markets. The MSCI
Developed World Ex-US and the MSCI Emerging Markets rose 8.2% and
7.9%, respectively, during the month. Chinese equities outpaced other
markets, with the MSCI-China advancing 11.8% in US dollar terms.
Relaxation in the Chinese zero-COVID policy and improvement in
business activity supported the rise. During the month, the MSCI Europe
ex-UK and the MSCI UK rose by 9.3% and 6.5%, respectively. The MSCI
Japan Index rose 6.2%. In the U.S., smaller companies (based on market
capitalizations), especially those considered to be value stocks,
outperformed large-cap stocks. For example, the S&P 600 Small Cap
Value index rose 12% in January. Likewise, the S&P 400 Mid Cap Index
outperformed the S&P 500. Value stocks across all market caps

outperformed growth stocks. The S&P 500 Large Cap Value Index rose
7% compared to a 5.6% rise for the Growth counterpart.

Turning to interest rates and fixed-income markets, the Bloomberg
U.S. Aggregate, a broad market cap-weighted index of investment-
grade dollar-denominated bonds, rose 3.1% during the month. This
was the largest increase for the month of January since the index’s
inception in 1976. Yields of longer-maturity Treasurys fell during the
month. The yield on the 10-year Treasury dropped 37 basis points to
3.51%. The 10-year-3-month Treasury yield spread inverted further to -
1.18% from -0.54% at the end of December. High-yield bonds gained
3.8% during the month. After four consecutive increases of 75 basis
points previously, the Federal Reserve raised the Funds rate by 50 basis
points in December. It moderated the pace further with a 25 basis points
increase on February 1. Markets generally took the Fed’s commentary as
dovish and reacted positively to the news.

Real Estate Investment Trusts, one of the worst-performing asset
classes in 2022, rebounded strongly in January, rising over 10%.
Commodities broadly ended the month unchanged. The price for natural
gas closed at $2.68 per MM BTU, down 40% from the previous month
while WTI (West Texas Intermediate) crude oil prices fell 1.7% during the
month. In contrast, copper and gold prices surged 10.9% and 5.7%,
respectively. In January, the U.S. dollar depreciated against all major
currencies. Its value, represented by the US Fed Trade Weighted Dollar
Index declined by over 2% during this period.

SUMMARY: International and the U.S. equity markets ended the first month of the year on a positive note. The S&P
500 was up 6.3% while the European and Chinese markets outpaced the U.S. markets. Telecoms and Consumer
Discretionary stocks drove the gains in the S&P 500. The economic indicators, though not positive, seem to be less
negative. Economic activity, measured by the S&P Global U.S. Composite PMI Index, contracted for the seventh
straight month, but the rate of contraction slowed down. Real GDP growth decelerated from 3.2% in the third
quarter to 2.9% in the fourth quarter but still beat expectations. Building activities also slowed down, as represented
by a year-on-year decline in building permits and housing starts. On a positive note, the 30-year mortgage rate
continued to fall in January after peaking in November. The U.S. dollar depreciated against major currencies during
the month. Commodities were essentially flat but REITs posted impressive gains.

US Equities Rebound in January P/Es Have Moved Higher 2 Year & 10 Year Yields Continue Falling

February 2023

DJIA
34,086

NASDAQ
11,585

1,000

10,000

100,000

'10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24

DJIA vs. NASDAQ

Plotted Daily to 1/31/2023

Sources: S&P Dow Jones Indices LLC 
& Wright Investors’ Service, Inc.

Log Scale

18.3

0

2

4

6

8

10

12

14

16

18

20

22

24

26

28

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

S&P 500 P/E Ratio
Based on estimated year-ahead 
earnings

Plotted Monthly to 1/31/2023

Sources: Bloomberg LP &
Wright Investors’ Service, Inc.

10 Year
3.50%

2 Year
4.20%

0%

1%

2%

3%

4%

5%

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24

U.S. Treasury Yields
Plotted Weekly to 1/27/2023

Sources: Board of Governors of the 
Federal Reserve System (US) &
Wright Investors’ Service, Inc.



Copyright © 2023 by Wright Investors’ Service, Inc., 2 Corporate Dr. Suite 770, Shelton, CT 06484-6238. This commentary does not constitute an offer to sell any securities or the solicitation of an offer to purchase any securities. All

Rights Reserved. Except for quotations by established news media, no part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, without prior written permission. Statements,

opinions, general market performance and related commentary are based on sources of information believed to be accurate and reliable, but Wright makes no representations or guarantees as to the accuracy or completeness thereof.

Certain information contained in this letter constitutes “forward-looking statements” which includes, but is not limited to, terminology such as “may,” “should,” “expect,” project,” or “estimate” or the negatives thereof or other variations thereon.

Forward-looking statements are based upon speculation, expectations, estimates and assumptions that are inherently unreliable and subject to significant business, economic and competitive uncertainties and contingencies. Forward-looking

statements are not a promise or guaranty of future events. While Wright believes that the index comparative information herein is relevant to evaluating an investment with Wright, it is for illustration and discussion purposes only. Indexes are

unmanaged and have no fees or expenses and it is not possible to invest directly in an index. Wright managed portfolios may consist of securities which vary significantly from those in the benchmark indexes herein. Wright employees may

purchase and sell securities subject to certain pre-clearance and reporting requirements. Wright's Brochure, Brochure Supplements, and Form CRS are available upon a written request.

Past performance is not indicative of future results.

Manufacturing: Moderating Consumer Spending: Moderating Core Inflation: Moderating

Change Copyright date Source: Bloomberg Index Services Limited. “Bloomberg®”, “Bloomberg Commodity Index” and the Bloomberg Bond Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services
Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by Wright Investors’ Service, Inc. Bloomberg is not affiliated with Wright Investors’ Service, Inc.
and Bloomberg does not approve, endorse, review, or recommend Wright Products. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to Wright Products.

1.6%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

Industrial Production

Year-Over-Year % Change           
Plotted Monthly to Dec. 2022

Sources: Board of Governors of the 
Federal Reserve System (US) &

6.0%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

Total Retail Sales

Year-Over-Year % Change 
Plotted Monthly to Dec. 2022
Sources: U.S. Census 
Bureau & Wright Investors’ 
Service, Inc.

5.7%

0%

1%

2%

3%

4%

5%

6%

7%

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

Consumer Price Index
excluding Food & Energy

Year-Over-Year % Change 
Plotted Monthly to Dec. 2022

Sources: U.S. Bureau of Labor Statistics & 
Wright Investors’ Service, Inc.

January Last 12 Mos.

Dow Jones Industrial Average 2.9% -0.9%

Nasdaq Composite 10.7% -17.9%

S&P 500 Composite 6.3% -8.2%

S&P MidCap 400 9.2% 2.3%

S&P SmallCap 600 9.5% -0.9%

MSCI World  ($) 7.1% -7.5%

MSCI World ex U.S. ($) 8.2% -3.0%

Bloomberg U.S. Aggregate 3.1% -8.4%

90-Day Treasury Bills 0.3% 1.9%

Consumer Price Index NSA* (Dec 2022) -0.1% 6.5%

*NSA: Not Seasonally Adjusted     Sources: Bloomberg LP & Wright Investors' Service, Inc.

Total Investment Returns — 1/31/2023

U.S. ECONOMY

The S&P Global U.S. Composite PMI Index was below 50 for the
seventh consecutive month, indicating a contraction in economic
activity. However, it improved to a 3-month high of 46.6 in
January. Even though economic activity contracted, it was the
weakest contraction since October. New orders across the private
sector also declined as a result of higher inflation, interest rates, and
customers’ hesitancy to buy products and services. Manufacturing
and service activity both improved somewhat throughout the
month. This resulted in an increase in the S&P Global U.S.
Manufacturing PMI Index to a 2-month high of 46.8 and the S&P
Global U.S. Service PMI to a 3-month high of 46.6. Real GDP
increased by 2.9% annually in the fourth quarter of 2022 compared
to a 3.2% increase in the third quarter. The price index for gross
domestic purchases increased by 3.2% in the fourth quarter. The
unemployment rate fell to 3.5% in December. It has stayed in the
range of 3.5%-3.7% since March 2022. The number of unemployed
people also declined by 278,000 compared to November. In

December, the employment-population ratio and the labor force
participation rate were 60.1% and 62.3%, respectively. Both these
metrics have not changed much since early 2022. The number of
persons who are not in the labor force but wish to work fell by
352,000 in December.

The 30-year mortgage rate continued to fall in January after
peaking in November. Mortgage applications at the Mortgage
Bankers Association rose 7% in the January 20 week. Sales of new
single-family houses were up 2.3% month-on-month but down 26.6%
year-on-year. In December, an estimated 616,000 houses were sold.
Building permits and housing starts both declined in December.
Building permits were down 1.6% month-on-month and 29.9% year-
on-year, while housing starts were down 1.4% month-on-month and
21.8% year-on-year. The Personal Consumption Expenditures price
index and core PCE prices rose 5% and 4.4%, respectively, during the
12-month period ending in December. The drop in core PCE – the
Fed’s preferred inflation measure – is a positive signal that perhaps
the Fed’s stance would be relatively dovish going forward.

INVESTMENT OUTLOOK

The Federal Open Market Committee raised interest rates by 25
basis points, in a 2-day meeting that commenced on January 31.
Federal Reserve Chair Jerome Powell’s comment suggesting that the
“disinflationary process” has started sent the markets higher.
Although he hasn’t ruled out further rate hikes, he suggested that
inflation can be controlled without sending the economy into a
recession. Overall, the macro indicators aren’t positive yet, but they
look less negative, with some looking neutral. Fixed income is finally
providing the “income” making bonds an attractive asset class. After
underperforming in 2022, a 60% equities:40% fixed income portfolio
has yielded strong results in January, supporting our stance that
investing in a well-diversified portfolio of high-quality assets held for
the long-term is the optimal approach for generating reliable
returns.
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