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Weekly market wrap

Five Turkey-Time Takes on the
Market
This past week brought our holiday opportunity to focus on the things we're thankful for.
With Thanksgiving 2022  coming as stocks were down 16% on the year, 2023 has brought
a market more worthy of investors' thanks. Thanksgiving also marks a turn into the
homestretch for the year. Therefore, we've dished up a few holiday perspectives on market
performance that may help set the table for the year ahead:

1. Post-turkey track record:
The stock market has historically done well after Thanksgiving. Over the last 30
years, the average return in December has been roughly 1%, with the market logging
a post-holiday gain roughly three-quarters of the time. The best was December 2010
with a rally of 6.5%, followed by 2003, 1999 and 1998, which saw post-Thanksgiving
gains of more than 5%.
When the market rose between Thanksgiving and year-end, it went on to deliver a
positive return the next year 77% of the time, with an average return the following
year of 11%.  In other words, finishing the year on an up note has most often been
part of a broader move that saw market gains continue. 
The stock market comes into Thanksgiving this year on an upswing, adding to a
strong year-to-date gain. Looking back to 1950, the market has come into the
holiday season with a year-to-date gain of 20% or more 19 times. The average
return in the following year was 17%
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Source: FactSet. Monthly price return of the S&P 500 Index.

Chart description

2. A recipe to sustain the stock-market rally:
After a 10% correction in the S&P 500 through October, the month of November has been
favorable for stock markets. In fact, the S&P 500 is up over 7% for the month thus far, the
Nasdaq is up over 9%, and even the Russell 2000 (small-cap stock index) has rebounded
over 6%. As we prepare our favorite Thanksgiving recipes, we also highlight three key
ingredients that we think could help sustain the market rally through the typically
seasonally stronger fourth quarter:

Ongoing moderation in inflation: Perhaps one of the key ingredients to the rally thus
far has been a consistent trend of lower inflation. Headline consumer price index
(CPI) inflation for October came down to 3.2% year-over-year, while core inflation
moderated to 4.0%. At the end of the month, investors will get the October reading
of personal consumption expenditures (PCE) and core PCE inflation, the Fed's
preferred inflation measures, both of which are expected to move lower as well. In
our view, the recent surprises lower in inflation have helped pushed Treasury bond
yields lower and have given the market a catalyst to move higher. And we see
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headline and core inflation continuing to moderate in the months ahead, though
perhaps not in a straight line lower. We believe the shelter and rent components of
core inflation, as well as wage gains and services inflation, will all gradually move
lower.
A Fed that is stepping to the sidelines: Along with a healthy dash of moderating
inflation, the second key ingredient for an ongoing rally is a Federal Reserve that
continues to remain on-hold with rate hikes. At the November FOMC meeting, Fed
Chair Jerome Powell struck a more moderate tone, highlighting that the risk of
overtightening was more balanced with the risk of doing too little on rate hikes. And
after the lower inflation readings for the month of October, the market probability of
a rate hike at the December meeting has fallen to close to zero. Markets have
embraced the idea that the Fed may be done (for now), and that both inflation and
rates could be normalizing over time. In our view, the Fed is likely on hold until we
get more credibly toward 2.0% core inflation, and then it could start signaling a
gradual reduction of interest rates to get to a less restrictive policy stance. Assuming
the economy is not in a deep downturn, markets should welcome a pivot to lower
rates by the Fed in the months ahead.
A pinch of cooling in economic growth: And this brings us to our final key ingredient
in the recipe for a rally: a gradual cooling in the economy. While the economy has
shown some early signs of moderating – lower retail sales, slightly higher jobless
claims – we believe this goldilocks pace of slowing (not too hot, not too cold) has
been supportive of the recent rally. In our view, household consumption could soften
in the months ahead and the labor market may cool, which would cause economic
growth to slow, but perhaps the U.S. economy avoids a recession. In this scenario, a
slowdown could help keep inflation contained and keep the Fed on the sidelines with
rate hikes. Prices may ease as companies adjust to a slower demand environment,
and we may also see wage gains moderate as demand and supply for workers
becomes more balanced. Thus, we would view a gradual economic slowdown as the
perfect seasoning to our rally recipe.

A key ingredient to the rally has been easing inflation, which may continue to moderate.
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Source: FactSet.

Chart description

3. Underperforming small-caps: A Thanksgiving
comeback story?

2023 has been a notable year so far for small-cap stocks, but for the wrong reasons.
The Russell 2000, a proxy for U.S. small-caps, is on pace to trail the S&P 500 by
about 15%, the widest margin in a calendar year since 1998 . Worries about an
economic slowdown and high interest rates on the back of aggressive Fed tightening
have been the main culprits for the underperformance. Smaller companies have less
pricing power to offset inflationary pressures and lean more on financing to run their
businesses than their large counterparts. As a result, and because the Russell 2000
has a smaller technology component (12.7% vs. 29.1% for the S&P 500), earnings
growth has lagged.
But could this underperformance present an opportunity as we turn the page on
2023? While growth is slowing, the economy has proven resilient, inflation has
fallen by about two-thirds, and the Fed is preparing to end its tightening campaign.
Rates will likely stay elevated compared with history, but as the headwind of rising
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Source: Morningstar Direct, Bloomberg, Edward Jones. Russell 2000 and S&P 500 index.

Chart description

yields subsides, small-caps could play catch-up. Seasonal patterns also support
better performance ahead. Since 1979, the four-month stretch between November
and February has been the strongest of the year, favoring small-cap over large-cap
returns.2

4. Weight check: S&P 500 overindulged on largest
sectors?

The narrow leadership of the S&P 500 this year can raise questions about the value
of diversification. The S&P 500 index has risen by over 15% year-to-date, while the
S&P 500 equal-weighted index has seen a more modest 4% rise, highlighting that
much of this year's gain has been driven by the indexes' largest companies.  Today,
the top three sectors of the S&P 500 comprise over 50% of the index, and the 10
largest stocks account for over 30%.  However, market leadership can change over
time. In 2008 the energy sector accounted for a larger portion of the S&P 500 than
the information technology sector. Today, Apple alone is nearly double the size of
the entire energy sector.   
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Source: Morningstar Direct, Edward Jones. GICS sectors of the S&P 500.

Chart description

We'd acknowledge that the higher weights of the indexes' largest companies and
sectors reflect the strong outlook for these businesses, and they certainly have a
place as part of a broader diversified portfolio. However, as we saw this past March
with the collapse of Silicon Valley Bank, market sentiment can change in a hurry. It's
impossible to predict which stocks or sectors will be the best performers, which is
why we suggest investors build well-diversified portfolios to help spread out risk.

5. Baking with bonds has gotten sweeter
Bond-market performance has left a sour taste in the mouths of investors, an unwelcomed
experience at any Thanksgiving table. Interest rates moved sharply higher this year,
continuing a three-year upward trend in yields. With rates rising significantly over a
relatively short period, the decline in bond prices has been painful and unprecedented.
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Pressure from rising yields has caused an investment in U.S. investment-grade bonds to
lose about 13% in value over the three-year period. With credit spreads contained, high-
yield bonds have fared better. U.S. high-yield bonds are up about 4% over the same
period, highlighting the benefits of diversification.

More recently, however, interest rates have retreated on signs of moderating inflation and
economic growth, a welcome sign that the sour aftertaste may be washing away. Following
the drop in yields, U.S. investment-grade bonds are up about 1% from a year ago.  What's
more, even after their recent decline, interest rates are still at their highest that we've seen
in over a decade, which sweetens fixed-income market opportunities, particularly for
disciplined, forward-looking investors.

As you review the recipe for your portfolio, consider whether making some adjustments to
the bond ingredients makes sense for your circumstances. We recommend these
adjustments:

Consider more ingredients. Since interest rates move differently across regions and
bond markets, complementing your portfolio with appropriate allocations to
international bonds, emerging-market debt, and high-yield bonds may enhance your
diversification. 
Enhance the quality. If economic growth cools as we expect, credit spreads, which
have remained rather contained thus far, are likely to widen. Therefore, consider
tilting more toward shorter-maturity corporate bonds over longer-maturity
corporate bonds, which can help you manage credit risk in this environment.
Lengthen the duration. As inflation and growth continues to moderate through
2024, interest rates are likely to drift lower. In this environment, consider taking on
more interest-rate risk by slightly favoring high-quality, long-term bonds, if
appropriate in your portfolio.
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Source: Morningstar, Edward Jones. U.S. Investment-grade Bonds represented by the Bloomberg Aggregate
Bond index. U.S. High-yield Bonds represented by the Bloomberg U.S. HY 2% Issuer Cap Index.

Chart description

Edward Jones Investment Strategy Team

Sources: 1. Bloomberg, performance of the S&P 500 index. 2. Bloomberg, Edward Jones 3.  Morningstar Direct,

Edward Jones. 4, FactSet   5. Morningstar.

Weekly market stats
INDEX CLOSE WEEK YTD

Dow Jones Industrial Average 35,390 1.3% 6.8%

S&P 500 Index 4,559 1.0% 18.7%

NASDAQ 14,251 0.9% 36.2%

MSCI EAFE* 2,101 0.0% 8.1%
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Navigate market uncertainty with certainty.
Stay focused and look ahead to your future with the help of these 7 strategies.

Start Learning Now

INDEX CLOSE WEEK YTD

10-yr Treasury Yield 4.47% 0.0% 0.6%

Oil ($/bbl) $75.81 -0.3% -5.5%

Bonds $95.15 -0.1% 1.2%

 

The week ahead
Important economic data being released this week includes PCE inflation data and the
November ISM manufacturing report.

Review last week's weekly market update.
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Are you on track to meet your financial goals?

Match with Financial Advisors personalized for you. Consultations are
complimentary.

Take the quiz

Search for a Financial Advisor

Search By:
City, State or ZIP Financial Advisor Name

City, State or Zip

Search

Market Compass video series
Our investment strategists discuss the latest market and economic developments,
and offer investing tips you can use today.

Learn more
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Get a Stock Quote

Get instant quotes for your favorite companies and mutual funds.

Search Symbol or Company

Get Started

Your Watch List

Personalize your stock watch list and track up to 10 stocks and mutual funds.

Create Watch List

Important Information:

The Weekly Market Update is published every Friday, after market close. 

This is for informational purposes only and should not be interpreted as specific investment
advice. Investors should make investment decisions based on their unique investment
objectives and financial situation. While the information is believed to be accurate, it is not
guaranteed and is subject to change without notice.

Investors should understand the risks involved in owning investments, including interest rate
risk, credit risk and market risk. The value of investments fluctuates and investors can lose some
or all of their principal.

Past performance does not guarantee future results.

Market indexes are unmanaged and cannot be invested into directly and are not meant to depict
an actual investment.

Diversification does not guarantee a profit or protect against loss in declining markets.

Systematic investing does not guarantee a profit or protect against loss. Investors should
consider their willingness to keep investing when share prices are declining.

Search a symbol or company
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Dividends may be increased, decreased or eliminated at any time without notice.

Special risks are inherent in international investing, including those related to currency
fluctuations and foreign political and economic events.

Market Data

DJIA 35,390.15 (+117.12)

S&P 500 4,559.34 (+2.72)

NASDAQ 14,250.86 (-15.00)

Find a Financial Advisor
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News and Media

Careers

Resources for CPAs and Attorneys

Client Relationship Summary

Client Resource Center

Follow us to stay up to date
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Copyright © 2023 Edward Jones. All rights reserved. Member SIPC. 

This site is designed for U.S. residents only. The services offered within this site are available exclusively through our U.S. financial
advisors. Edward Jones' U.S. financial advisors may only conduct business with residents of the states for which they are properly
registered. Please note that not all of the investments and services mentioned are available in every state.

G
iv

e 
Fe

ed
ba

ck

https://brokercheck.finra.org/
https://brokercheck.finra.org/
https://www.sipc.org/

