
Equities

The market advance off the low of October 12, 2022, hit a peak February 2 with the market trending lower the remainder of the month. At 
least in the short run, our cautious tone in the February Portfolio Update seems appropriate. The market advance was based on the hope, or 
speculation, among many investors that the Federal Reserve (Fed) would “pivot” and lower interest rates in mid-2023. Those hopes faded in 
February as inflation data released suggests the Fed will need to tighten some more to subdue inflation. Any notion of Fed easing diminished.

In the February Portfolio Update we pointed out that the sector leadership to begin 2023 did not appear sustainable as the expensive sectors 
were leading. Sure enough, the four leading sectors from 12/31/22 to the peak of 2/2/23 were four of the six worst performers during the 
decline off that peak. This can be viewed as healthy in terms of forming a bottom for the next bull market. Repeating what we stated in the 
February Portfolio Update, we do not believe we are in a new bull market off the October 12th low. Instead, we are looking for behaviors and 
conditions that appear when new bull markets begin.

It seems like the biggest questions facing investors (or at least the ones debated in the financial media) are (1) how high will the Fed take 
interest rates and (2) how long will it keep them there?  Those who believe “lower and shorter” think the market can move higher and that a 
new bull market began last October. Those who believe “higher and longer” think the market could get back to its October low. At ICON, we are 
probably in the middle and still believe what we first presented to a financial advisor conference in late October and repeated in the February 
Portfolio Update. We expect the Fed to raise the Federal Funds rate target a quarter point in March and again in May and then hold steady for 
the remainder of 2023. In our opinion, that will get inflation down near the Fed’s target of 2% by 2024 but keep stocks in a sideways trading 
range for a while until the next bull market begins.  

Bonds
The yield on the 10-year Treasury note has been synchronized with the stock market in 2023. The yield dropped in January as stock prices rose 
then it turned February 2 with stock prices. The yield headed higher while stock prices went lower.  The same inflation data that rattled the 
stock market nudged the yield on the 10-year Treasury higher. While the Fed may continue to increase short term interest rates, we do not 
expect longer rates to tag along higher. The yield on the 10-year Treasury ended February at 3.93% which seems very sensible to us. 

Summary

It would be very unusual for the stock market to begin a new bull market before the Fed is done tightening. We are not betting on that 
happening, so we are content holding more cash than normal. We just don’t see the conditions (including value) that often occur at the 
beginning of new bull markets. 

The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. Investing in fixed income securities such as bonds involves interest rate risk. When interest 
rates rise, the value of fixed income securities generally decreases.

Individual account holdings and composition may vary. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and portfolio composition and holdings, 
are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, industry, or sector.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in 
an effort to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and 
assumptions based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent 
on several variables including, without limitation, earnings, growth estimates, interest rates and overall market conditions. Although valuation 
readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities that fall beyond these guidelines 
as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment 
methodologies.

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10 year U.S. Treasury note. 

Sources: Bloomberg

Please visit ICON online at ICONAdvisers.com or call 1-800-828-4881 for the most recent copy of ICON’s Form ADV, Part 2.

Published 3'1’2023By Craig Callahan, DBA | ICON Founder & CEO

Market Commentary -  March 2023ICON Insights

© 2023 ICON AdvisersSM

8480 E Orchard Road, Suite 1200
Greenwood Village, CO 80111

1-800-828-4881 • ICONAdvisers.com
Portfolio_Update (3/2023)


