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Q2 Economic & Market Outlook
The Highly Anticipated Recession Eludes Us Yet Again.
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Q1 in Review
So far, what’s working this year is whatever didn’t work last year.

2022 Total Return

As of 12/31/2022

Year-to-Date Total Return

As of 3/31/2023Source: Morningstar Direct Source: Morningstar Direct
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Q1 in Review
Most of the strong performance in Q1 came from large cap tech.

Russell Size and Style Indices: Year to Date

As of 3/31/2023

Russell 1000 Growth – Russell 1000 Value, One-Year Rolling

As of 3/31/2023Source: Morningstar Direct Source: Morningstar Direct
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The Yield Curve
Q1 saw continued inversion, with a downward shift.

10-Year Treasury Yield Minus 2-Year Treasury Yield (Recessions in 
Grey)

As of 4/16/2023

U.S. Treasury Yield Curve 

As of 3/31/2023Source: FactSet Source: Factset
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The Labor Market 
Labor markets are holding onto historic strength, to the surprise of many. 

Job Openings & Quits Unemployment Rate

As of 3/31/2023 Source: Factset, U.S. Census Bureau
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The Labor Market
Through one quarter, layoffs are up, but still mostly in technology, and initial claims are still historically low.

Challenger, Gray, and Christmas Job Cuts Report Initial Jobless Claims

As of 3/31/2023 As of 4/1/2023. Claims reached a peak of 6.1 million on 4/4/2020  Source: Challenger, Gray, and Christmas Source: FRED

Top 5 Industries: 2022 Job Cuts % of Total Cuts
Technology 97,171 27%
Automotive 30,912 8%
Health Care/Products 30,626 8%
Financial 24,437 7%
Services 22,405 6%

Total 2022 Job Cuts 363,824

Top 5 Industries: Q1 2023 Job Cuts % of Total Cuts
Technology 102,391 38%
Financial 30,635 11%
Health Care/Products 22,950 8%
Retail 21,426 8%
Services 16,612 6%

Total Q1 2023 Job Cuts 270,416
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The Labor Market
Small businesses are often overlooked as a driver of labor market forces 

Number of Employees by Company Size NFIB Survey: Small Business Expansion and Hiring Plan Outlook

As of 3/23/2023 As of 3/31/2023Source: BLS Source: Factset
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The U.S. Economy
With jobs still a plenty, the consumer is still spending.

Real Consumer Spending by Type (Indexed to January 2020) Real and Nominal Retail Sales

As of 3/31/2023 Source: Factset, U.S. Census BureauAs of 3/31/2023 Source: Factset
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The U.S. Economy
Despite a litany of prognostications, GDP marches upward. 

Real GDP Growth Trend Atlanta Fed GDPNow Forecast: Q1 2023
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The U.S. Economy
Industrial activity is holding strong so far, but survey data portends a pullback in capital expenditures.

Industrial Production: Month-over-Month % Change ISM Manufacturing PMI, New Orders

As of 3/31/2023 As of 3/31/2023Source: Factset Source: Factset
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Inflation
Energy has rolled over. The weakness in real estate should drag down shelter inflation over time.

Contributions to Year-Over-Year CPI Inflation

Source: BLS
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Rents and OER Headed Down
Zillow rents lead OER by around 9 months.

Zillow Rent vs CPI Owners Equivalent Rent

Source: Zillow Factset
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Turmoil in the Banking Industry
Bond losses and deposit flights made for a bad combo.
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“Growth is Good”…. Unless You’re a Bank
Nearly always the source of risk.

Domestic Bank Liabilities

Source: Factset

• Last time it was 
a bad loan 
problem.

• This time, it is a 
depositor and 

securities 
problem.

As of 3/31/2023
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Fed Liquidity Lines Down
Peaked at $354 billion, now $321 billion

Federal Reserve Liquidity and Credit Facilities

Source: Factset

Sum of:

BTFP:
$71bn, from peak 
of $79bn)

FDIC: 
$172bn, from peak 
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Discount Window: 
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Turmoil in the Banking Industry
Bank depositors went looking for higher yields, mainly in money market funds

Money Market Fund Net AssetsSmall and Large Bank Deposits

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

900,000

3,600,000

3,700,000

3,800,000

3,900,000

4,000,000

4,100,000

4,200,000

4,300,000

4,400,000

Ja
n-

22

Fe
b-

22

M
ar

-2
2

Apr-2
2

M
ay

-2
2

Ju
n-

22

Ju
l-2

2

Aug
-2

2

Se
p-

22

Oct
-2

2

Nov
-2

2

Dec-
22

Ja
n-

23

Fe
b-

23

M
ar

-2
3

Money Market-Taxable (Left Hand Side, $ Million)
Prime Money Market (Right Hand Side, $ Million)

As of 4/14/2023 As of 3/31/2023Source: Factset Source: Morningstar Direct



17Confidential & Proprietary

Turmoil in the Banking Industry
Watching for fallout in lending from regional banks that are anxious about liquidity. 

Regional Bank Loan Assets NFIB Survey: Small Business Credit Availability 

As of 4/7/2023 As of 3/31/2023Source: Factset Source: Factset
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The Fed’s Path Forward
The Fed is often said to raise rates “until something breaks.” Markets think the banking turmoil might be just that.

30 Day Fed Funds Futures: Implied Fed Funds Rate2 Year Treasury Yield

As of 4/11/2023 Source: Factset Source: FactsetAs of 4/11/2023
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U.S. Dollar: A Matter of Rates 
But also growth.

U.S. Dollar Index

Source: FactsetAs of 3/31/2023
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The European Economy
Investors jumped back in after Europe avoided the worst-case scenario over the winter.

Year-to-Date Performance: Euro Stoxx 50 Index vs. S&P 500 IndexEuropean Natural Gas is Below Where it Was When the Ukraine War Started

As of 4/17/2023 Source: Factset Source: FactsetAs of 4/17/2023
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The Japanese Economy
Will a changing of the guard at the BOJ mean the end of yield curve control?

10-Year Japanese Government Bond YieldJapanese Inflation

As of 2/28/2023 Source: Factset Source: FactsetAs of 4/17/2023
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U.S. Equities
What a Start to the Year!  Where to Next?

April 20, 2023
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The Set-Up
Quite a torrid start to the year, but the internals of the market look a little uneasy.

Source: Factset
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The Set-Up
The technicals are favorable

Source: Factset
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Where We Are
S&P 500 is down over the past 12 months, off 14% from its high in January 2022. 

Rolling Total Return Ranges for US Large Cap Stocks Since 1926
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The Next Battleground
Earnings are set to replace inflation and the Fed as most important topic facing the stock market

Source: FactsetAs of 4/17/2023
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1Q’23 Earnings Season Underway – Not a Bad Start
Very early in earnings season, reports look better than expected

Source: Barron’s, CNBC, Marketwatch
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But Many of the Worst Prognostications Still Look Unlikely
Rapidly approaching one year of highly pessimistic commentary

Source: Bloomberg, Morgan Stanley, Piper Sandler
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Value & Growth 
There is still plenty of room before the historical gap is closed.

S&P 500 Growth and Value: Relative Price Performance 

As of 3/31/2023 Source: Factset
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U.S. Manufacturing is on the Rise
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Industrial Tailwinds 
Companies like Boeing have plenty to do.

Boeing Monthly Aircraft Deliveries 

As of 3/31/2023 Source: Boeing website
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Industrial Tailwinds
Expect domestic auto production to move higher in time.

Monthly Domestic Automobile Production (Thousands, Seasonally Adjusted)

As of 2/28/2023 Source: FRED
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Sector Weightings for the Russell Large Cap Style Indices

What Does Leadership Shift Imply?
Value favors those industries most likely to see impact from supply chain onshoring & infrastructure spending
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What Does Leadership Shift Imply?
Our tactical allocations currently favor two of the primary value industries 

Source: Factset

Tactical Allocation Performance Since Initiation

As of 4/17/2023
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Important Notes

Cerity Partners LLC (“Cerity Partners”) is an SEC-registered investment adviser with office locations throughout the United States. Registration of an Investment Advisor does not
imply any level of skill or training. The information presented is limited to general information pertaining to Cerity Partners’ services, views, outlooks, and opinions and is for
informational purposes only. You should not construe the information contained herein as personalized investment, tax, or legal advice. There is no guarantee that the views and
opinions expressed in any Cerity Partners content will come to pass. The information presented is subject to change without notice and should not be considered as an offer to sell
or a solicitation of an offer to buy any security.

Certain portions of Cerity Partner’s website may contain a discussion of material economic conditions and/or events that may affect future results. All information is deemed reliable
as of the date presented but is not guaranteed and is subject to change.

Certain information is based on or derived from independent third-party sources that, in certain cases, may not have been updated through the date of this information. While such
information is believed to be reliable for the purposes used herein, Cerity Partners has not independently verified the assumptions on which such information is based nor assumes
any responsibility for the accuracy or completeness of such information. Such information is subject to change without notice to you.

References to indices or other financial benchmarks are provided for illustration purposes only. Indices are unmanaged, statistical composites and an individual cannot directly
invest in an index. Any returns portrayed do not reflect the deduction of underlying investment expenses and third-party fees to purchase the securities they represent. Past
performance is no guarantee of future results. Data from indices (i.e., the S&P 500) are supplied by third party suppliers. Cerity Partners does not attest to the accuracy or reliability
of these numbers nor the methods of calculation from which they are derived. Investing in the financial markets involves risk, including the loss of the principal amount invested;
and may not be appropriate for everyone.

Awards, rankings, ratings, and/or recognition by unaffiliated rating services and/or publications are not indicative of Cerity Partners future performance or its clients’ investment
success; should not be construed by a client or prospective client as a guarantee that such client will experience a certain level of results if Cerity Partners is engaged, or continues
to be engaged to provide investment advisory services; nor should it be construed as a current or past endorsement of Cerity Partners by any of its clients. Rankings published by
unaffiliated rating services and/or publications are often based on various timeframes, criteria and categories submitted by the recognized adviser. Working with a highly rated or
ranked adviser does not ensure that a client or prospective client will experience a higher level of performance or service. To see additional criteria, please refer to our award
disclosures and methodology.

For information pertaining to the registration status of Cerity Partners, please contact us or refer to the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). For
additional information about Cerity Partners, including fees, conflicts of interest, and services, send for our disclosure statement as set forth on Form CRS and ADV Part 2 using the
contact information herein. Please read the disclosure statement carefully before you invest or send money.

Contact Us

https://ceritypartners.com/contact/

