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1. Inflation Continues to Decline as Growth Slows

2. Fed Pauses to Assess the Effects of Their 2022 Actions

3. Expect a Soft Landing, not a Hard Landing

4. Credit Contagion from Crypto, SPACs, Speculative Tech is 
Contained

5. “Good News is Bad News” Mentality Persists

6. Commodity Inflation Declines as Supply Catches up to Demand, 
but Energy Remains a Geopolitical Wild Card

7. The Dollar Bull Market is Over, Giving Multinational Earnings a 
Boost

8. International Equities Benefit from a Stable (or Falling) Dollar

9. U.S. Housing is in a Recession, but Mortgage Rates Have Peaked, 
and Home Buyer Demographics are Favorable

10. Earnings and Margins Return to the Spotlight

Revisiting Our Key Themes for 2023

Short Term Themes

Short Term Themes

1. Deglobalization and Reshoring Boosts Domestic Capital 
Expenditures

2. The Era of Free Money is Over. Which Businesses Can Adapt?
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1. Slowing growth, but still no recession

2. Labor markets – cooling but not crashing

3. Inflation inches closer towards the Fed’s target

4. Rate cuts in good times are rare, but we should get a few to 
normalize real rates

5. The yield curve moves towards normality through lower short 
rates and steady/higher long rates

6. Anticipating a recovery in manufacturing and housing

7. Earnings return to strong growth after a brief decline

8. Equity performance should broaden out – expecting a good year 
for small caps

9. Little appetite for austerity in an election year, despite the 
ballooning fiscal deficit

Establishing Our Key Themes for 2024

Short Term Themes

Short Term Themes

1. Baby Boomers are leaving the labor force, but they are also 
healthy, wealthy, and keen to consume

2. Reshoring continues to drive growth and diversify our economic 
model

3. AI & automation drive productivity gains and mitigate higher costs 
for goods and labor

4. The energy transition creates economic risks … and opportunities
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2023 in Review
A late-year rally helped after a historically difficult year in 2022.
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2022 Total Return

Source: Morningstar Direct, 12/31/2022

2023 Total Return

Source: Morningstar Direct, 12/31/2023
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Consumer Strength
Well-employed consumers are absorbing higher prices and bolstering economic growth.
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Consumer Spending (Adjusted for Inflation)

Source: FactSet, 12/31/2023

Real GDP: Annualized

Source: FRED
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Economic Indicators
“Leading indicators” have looked bad for a while, but coincident indicators keep hanging on. 
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United States Leading Economic Index (Year-Over-Year % Change)

Source: FactSet, Conference Board, 12/31/2023

US Coincident Economic Index (Year-Over-Year % Change)

Source: FactSet, Conference Board, 12/31/2023
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Manufacturing vs. Services
Looking for a bottom in manufacturing, while keeping an eye on services. 
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ISM Manufacturing Survey

Source: FactSet, ISM, 12/31/2023

ISM Non-Manufacturing Survey

Source: FactSet, ISM, 12/31/2023
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Inflation
Shelter is still the biggest holdout. 
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Contributions to Year-Over-Year  CPI Inflation

Source: BLS
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Housing
Activity may be beginning to recover, while recent cooling in rents will help shelter inflation. 
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Housing Starts

Source: FRED, 11/30/2023

Rental Inflation vs. CPI Rent

Source: Zillow, 11/30/2023
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The Labor Market
Loosening labor markets should limit wage growth and help services inflation. 
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Job Openings & Quits

Source: FRED, 11/30/2023

Unemployment Rate vs. Wage Growth

Source: FRED, 10/31/2023
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Energy
U.S. hits record production to fight back against OPEC+ supply cuts, to the surprise of many. 
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WTI Crude Oil: $/Barrel

Source: FactSet, 12/31/2023

US Crude Oil Production: Barrels per Day (1,000s)

Source: U.S. Energy Information Administration, 11/30/2023
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Europe
The ECB has its hands full in the growth vs inflation trade-off.
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/11/2024
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Europe
What are the new drivers of growth?
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/11/2024
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China
Another tough year is making investors question the country’s “investability”
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• Chinese equities are down 55% 
from their peak…
• and 21% over 6-months…
• and another 4% YTD

• China bond yields are 2.5% (lower 
than during Covid-19)

• And there’s deflation at -2.6%

Is China the new Japan?
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China
What are the new drivers of growth?
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/11/2024
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Japan
Sticky inflation is good when you’re stuck in a deflationary doom loop. 
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/11/2024
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The Fiscal Situation
Federal interest outlays are skyrocketing. But does it matter?
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/2024/2023
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The Fiscal Situation
The relationship between fiscal deficits and rates isn’t simple
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Source:  FactSet, 1/11/2024 Source:  FactSet, 1/11/2024
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A Round Trip for the 10-Year
After a volatile year, Treasury yields wound up right where they started

19

10 Year Treasury Yield

Source: FRED
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The Path for Interest Rates
It appears rate hikes are behind us. Now, attention turns to the timing and magnitude of cuts.
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Federal Funds Rate

Source: FactSet, FOMC, 12/31/2023. Market expectations derived from Fed Funds Futures
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2023 2024 2025 2026 Long Run
FOMC Forecasted Fed Funds Rate 5.4% 4.6% 3.6% 2.9% 2.5%
Market Expected Fed Funds Rate 5.3% 3.8% 3.2% 3.0% N/A
FOMC Forecasted  PCE Inflation 2.8% 2.4% 2.1% 2.0% 2.0%
FOMC Forecasted Unemployment 3.8% 4.1% 4.1% 4.1% 4.1%
FOMC Forecasted Real GDP Growth 2.6% 1.4% 1.8% 1.9% 1.8%



Confidential & Proprietary

Market Pricing vs. Fed Guidance
Markets are pricing in more rate cuts in 2024 than the Fed is currently communicating.

21

Source:  Bloomberg



Confidential & Proprietary

The Yield Curve
Even after a strong December rally, the curve is still sitting at the high end of its recent historical range
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Yield Curves vs. Past 15 Years

Source: FactSet, Federal Reserve, JP Morgan Asset Management, 12/31/2023
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The Duration Dilemma
Sitting in cash feels good for now, but attractive risk/reward exists further out on the curve.
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Bond Performance Around Last 5 Terminal Rate Hikes Total Return Impacts From Moves in Rates
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Yields and Spreads
Spreads are relatively tight, but all-in yields are attractive.
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Yield to Worst Spreads (basis points)
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Municipal Bond Yields are at Attractive Levels
Munis are offering yields not seen for almost two decades.
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Municipal Bonds: Yield to Worst

As represented by the Bloomberg Municipal Bond Blend 1-10 Year (1-12Y) index. Source: FactSet. 12/31/2023
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Municipal Credit Fundamentals Remain Sound

26

State government issuers are generally in a strong position to weather an economic downturn
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Taking a Step Back
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In reality, yields have spent much of history in the 3-6% range

10-Year Treasury: A Long-Term View

Source: Before 1964: Robert Schiller website; After 1964: FactSet, 12/31/2023

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

11%

12%

13%

14%

15%

18
7

3

18
7

6

18
7

9

18
8

2

18
8

5

18
8

8

18
9

1

18
9

4

18
9

7

19
0

0

19
0

3

19
0

6

19
0

9

19
1

2

19
1

5

19
1

8

19
2

1

19
2

4

19
2

7

19
3

0

19
3

3

19
3

6

19
3

9

19
4

2

19
4

5

19
4

8

19
5

1

19
5

4

19
5

7

19
6

0

19
6

3

19
6

6

19
6

9

19
7

2

19
7

5

19
7

8

19
8

1

19
8

4

19
8

7

19
9

0

19
9

3

19
9

6

19
9

9

20
0

2

20
0

5

20
0

8

20
1

1

20
1

4

20
1

7

20
2

0

20
2

3

10-Year Treasury Yield



Confidential & Proprietary 28

1. U. S. economy stays strong, inflation continues to decline

2. U.S. Federal Reserve lowers interest rates, tapers QT

3. China stimulates its economy, Europe recovers

4. Strong labor markets fuel consumption & confidence

5. Supply chain onshoring promotes industrial production

6. Infrastructure bills ramp up spending

7. Election year spending stimulates U.S. economy

8. AI boosts productivity

9. Corporate profits grow againKey Themes for Equity Markets in 2024

Opportunities

Risks

1. Military conflict around the world

2. Domestic politics

3. International elections

4. Sovereign deficits and debt levels

5. Lagged effects of central bank tightening

6. Inflation and interest rates
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Equity Market Breadth
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Looking for signs of a sustainable change in leadership. 

2023 Total Return

Source: FactSet, 12/31/2023

Total Return: November 2023 to Present

Source: FactSet, 1/12/2024
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The Earnings Picture
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Looking ahead to solid growth after a choppy year. 

S&P 500 EPS Estimates

Source: FactSet, 12/31/2023

S&P 500 EPS Estimate History

Source: FactSet, 1/10/2024
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Valuations
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Are they stretched? Depends where you look.

Large Cap Valuations Small Cap ValuationsMid Cap Valuations

Source: FactSet, 1/12/2024 Source: FactSet, 1/12/2024 Source: FactSet, 1/12/2024
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2024 Year-End Price Targets
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US Large Cap

S&P 500
Current Price 4,719.19
2023 EPS (E) $219.14

y/y EPS Growth 0%

2024 2025 P/E Target Projected Return Probability

Bull $252.01 $287.29 20.50x 5,889 24.80% 30%

y/y EPS Growth 15% 14%

Base $244.87 $274.65 18.50x 5,081 7.67% 40%

y/y EPS Growth 12% 12%

Bear $238.86 $262.75 16.50x 4,335 -8.13% 30%

y/y EPS Growth 9% 10%

Target Price 5,100 Return to Year End Target 8.07%

Bull Case

Multiple factors can lead to the bull case including easing 
geopolitical tensions, continuing inflation moderation, 

smooth electoral politics, and increasing economic 
confidence.

Base Case

In the base case the U.S. economy slows while inflation 
abates.  The Fed takes little action beyond a small number 

of prophylactic rate cuts, while continuing Quantitative 
Tightening.  The U.S. economy avoids recession.

Bear Case

Exogenous events cause a sharper than expected economic 
slowdown that tips the U.S. into recession.  These could 

include ratcheting up in global military conflict, election of a 
radical U.S. president, a banking crisis, or increased 

concerns about the U.S. debt/deficit level.
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2024 Year-End Price Targets
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US Small Caps

S&P 600
Current Price 1,290.88

2023 EPS (E) $86.24
y/y EPS Growth -14%

2024 2025 P/E Target Projected Return Probability

Bull $96.59 $112.04 18.00x 2,017 56.23% 30%

y/y EPS Growth 12% 16%

Base $92.89 $105.97 14.00x 1,484 14.93% 40%

y/y EPS Growth 8% 14%

Bear $89.69 $100.45 10.00x 1,005 -22.18% 30%

y/y EPS Growth 4% 12%

Target Price 1,500 Return to Year End Target 16.19%

Bull Case

Multiple factors can lead to the bull case including easing 
geopolitical tensions, continuing inflation moderation, 

smooth electoral politics, and increasing economic 
confidence.

Base Case

In the base case the U.S. economy slows while inflation 
abates.  The Fed takes little action beyond a small number 

of prophylactic rate cuts, while continuing Quantitative 
Tightening.  The U.S. economy avoids recession.

Bear Case

Exogenous events cause a sharper than expected economic 
slowdown that tips the U.S. into recession.  These could 

include ratcheting up in global military conflict, election of a 
radical U.S. president, a banking crisis, or increased 

concerns about the U.S. debt/deficit level.
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S&P 500: Compounded Growth of $10,000 (Last 25 Years)

The Importance of Staying Invested

34

Market timing can be tempting, but the cost of missing out can be substantial.

Source: YCharts.  Date range is 12/31/1998–12/31/2023. The chart on the right shows annualized averages of daily returns, assuming 252 days per year.
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Important Notes
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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.

©2024 Cerity Partners LLC, an SEC-registered investment adviser. All Rights Reserved.                           (01/24)
                                                                                                               


