
 
 

1st Quarter 2023     

2023 1st Quarter in Review & Outlook 

“Many an optimist has become rich simply by buying out a pessimist.” —Laurence J. Peter, Maxims of Wall Street 

Year of opposites 

So far, 2023 has turned out to be a year of opposites as compared to 2022. 

In our last quarterly newsletter, we discussed how 94% of global asset classes finished 2022 in negative territory; 2022 

was the worst year for the bond market since 1926 and the 7th worst year for the U.S. stock market since 1926. We also 

discussed how we thought things would improve in 2023, but not necessarily right away. Broader capital market returns 

below indicate that investors saw value across the board after last year’s Central Bank-induced selloffs. 

 

Returns on a sector level paint the same picture: stocks that were down the most in 2022 are up the most in 2023. 

Below, consumer cyclical stocks, technology, and materials that were down the most in 2022 had the largest return 

differentials in 2023 through April 18th while energy stocks, the best performing sector in 2022, have been flat thus far in 

2023. Among our Core Equity portfolios, sector returns paint a similar picture.  
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Clearly, during bear markets, high quality issues in the worst performing sectors can be fertile ground for the eventual 

recovery. On a weighted average basis, our Core U.S. Equities are up 11.9% thus far in 2023 through April 21st with our 

ADRs (foreign-based stocks) up 9.6%.1 We still see valuations as largely attractive with few, if any, outright sell 

candidates within our Core Equity portfolio. 

The biggest news of the quarter was the failure of two large regional banks, including Silicon Valley Bank of San 

Francisco. Two major Exchange Traded Fund (ETF) providers sponsor ETFs that concentrate exposure to U.S. Regional 

banks. Each ETF is down in excess of 30% over the last 12 months. Some analysts attribute this stress in the banking 

system to the very rapid monetary tightening initiated by the Federal Reserve. While it has been the fastest tightening 

cycle in recent history, it is slower and shallower than the tightening cycles of the 1970s and 80s. We believe these 

failures were more a case of mismanagement of these banks rather than systemic stress as Morningstar reports that 

bank balance sheets, on average, are in good shape. 

 

 

Currently, the consensus is that the Fed will increase the Fed Funds rate one more time by 0.25% and then pause. 

Certain sectors of the economy have remained resilient while others are softening. We think the economy is on a soft-

landing scenario. Many research firms believe the Fed will start easing monetary policy as early as the end of this year. 

Others say next year is more likely when that will begin. That is when the bond market’s currently inverted yield curve 

will return to normal. We do expect markets to remain choppy over the near term as investors digest corporate earnings 

and another Federal debt ceiling battle in Congress draws nearer. 

The January/February effect 

After a strong January, the stock market pulled back a bit in February. As you can see in the chart below, that 

combination of returns has been a common pattern historically. It has also been the pattern of returns that has resulted 

in the best returns for stocks in the next 10 months, which is an average of 13.2 percent, according to Blackrock. 

http://www.scadvisors.net/
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We are hearing reports of consumer debt increasing and savings rates decreasing. However, Blackrock is reporting that 

money market assets hit a new peak at the end of January that has exceeded the prior peak of $4.8 trillion in May of 

2000 when the pandemic downturn and recession occurred. Although money markets yields are quite a bit more robust 

now than they have been in the past, this will likely be temporary as interest rates eventually return to normal. 

Historically, the three-year period following prior peaks in money fund assets has been above average for U.S. stock 

returns, below, according to Blackrock. 

 

http://www.scadvisors.net/
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Performance after peak inflation 

In examining inflation cycles since 1926, Blackrock reports that the average inflation cycle historically lasts a little more 

than 24 months, and the average time it takes for inflation to get below 3 percent—which is the Fed’s specific goal—is 

17.6 months. If history is a guide, with inflation peaking in June of last year, inflation would hit the Fed’s goal of 3 

percent sometime around the end of 2024. Historically, returns for both stocks and bonds following inflation peaks has 

been good. Through eight months following this current peak, stocks have followed through while bonds have lagged. 

 

 

Please let us know if you have any questions. We look forward to talking with you soon. 

—Dana L. Crosby, CFA, CFP® 

 

1 Returns are based on our Core & Factor Composite, an asset-weighted composite of separately managed accounts 

using the SCCA Core & Factor portfolio philosophy. Allocations to individual U.S. Core stocks, ADRs, ETFs, and Fixed 

Income investments vary based on individual client goals, objectives, and risk profiles. Core individual stock and ADR 

criteria focus on companies with sustainable competitive barriers that trade at discounts "fair value" on purchase as 

determined by independent research providers. Factor-based ETFs select and manage securities based on research 

"Factor" screens that have historically driven returns across global asset classes. Active Factor screens include 

Momentum, Quality/Profitability, Low Volatility, Size (Small- and Mid-Cap), and Quantitative Valuation. Past 

performance is no assurance of future results. As of 04-21-23, Composite consisted of $58.6 million in assets and 162 

accounts. Allocation was 41.3% U.S. Core stocks, 6.7% ADRs, 30.5% Equity Funds and ETFs, 15.5% bonds, and 6% cash. 

http://www.scadvisors.net/
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IMPORTANT DISCLOSURES: 
 
Educational use Only. The market update published by SC Capital Advisors (“SC Capital”) is intended to be educational 
in nature and is not intended to be a recommendation for any specific investment product, strategy, plan feature or other 
purposes. Accordingly, it should not be construed by any consumer and/or prospective client as solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. 
 
Advertising and Marketing. Communications such as this are not impartial and are provided in connection with 
advertising and marketing. This material is not suggesting a specific course of action or any action at all. Prior to making 
any investment or financial decisions, an investor should seek individualized advice from a personal financial, insurance, 
legal or tax professional that takes into account all of the particular facts and circumstances of an investor's own situation. 
No person associated with SC Capital is a licensed attorney or tax professional and the information contained herein 
should not be considered tax or legal advice. 
 

http://www.scadvisors.net/
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Links to Third Party Content. This Market Update contains links to articles or other information maintained by unrelated 
third parties. You acknowledge and agree to the following: All such information is provided solely for convenience 
purposes only because we believe that it may provide useful content and all users thereof should be guided accordingly. 
We disclaim any responsibility for the link’s performance or interaction with your computer, its security and privacy policies 
and practices, and any consequences that may result from visiting it. We do not control the content published by the third-
party; we do not guarantee any claims made on it, nor do we endorse its sponsor or any of the content, policies, activities, 
products or services offered by any advertiser on the site. SC Capital assumes no liability for any inaccuracies, errors or 
omissions in or from any data or other information provided by the third party and inclusion or reference by SC Capital to 
any third-party link should not be construed by any consumer and/or prospective client as a solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation, over the 
Internet. 
 
Important Information regarding Registration. SC Capital Advisors offers Investment advisory and financial planning 
services through Belpointe Asset Management, LLC, 500 Damonte Ranch Parkway, Building 700, Unit 700, Reno, NV 
89521 (“Belpointe), an investment adviser registered with the Securities and Exchange Commission (“SEC”). Registration 
with the SEC should not be construed to imply that the SEC has approved or endorsed qualifications or the services 
Belpointe Asset Management offers, or that or its personnel possess a particular level of skill, expertise or training. SC 
Capital Advisors is not affiliated with Belpointe Asset Management, LLC. Additional information about Belpointe Asset 
Management is available on the SEC’s website at www.adviserinfo.sec.gov. 
 

http://www.scadvisors.net/
https://adviserinfo.sec.gov/firm/summary/143440

