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“Education cannot ensure infallibility, but it most certainly ensures deliberation and patience. It forms the opinions of people that can form the 
opinions of others.” – Walter Bagehot 

Christmas is just around the corner, and investment research teams 
everywhere from Wall Street to Main Street are beginning to formulate and 
publish their forward-looking economic and market outlook reports. A lot of ink 
will be spilled trying to guess where the market will be by the end of 2023, when 
the whole process will start anew. Arvest participates in this exercise too. In 
fact, we had our Annual Strategic Forum this last Friday to help solidify what 
our messaging will be to clients as we go into the new year. It should be a time 
of self-reflection for portfolio management and research teams, but it often gets 
received as a guessing game by the broader public that consumes the 
research. For the public to get the most out of this exercise, financial advisors 
and market strategists need to better clarify the purpose these outlooks serve 
within an investment process. The specific price targets for broad market 
indexes like the S&P 500 are not important at all and can be all over the place 
(see chart, top right). Neither are specific corporate earnings growth targets. 
But, as I mentioned last week, what matters is the directionality of these 
assumptions and predictions because it shows what the market views as the 
most probable outcome. The most probable outcomes are usually priced into 
current market prices, even if those outcomes do not materialize. Right now, 
the market expects that next year will be a negative return year for the stock 
market (see chart, bottom right).  

The Jason Zweig quote I shared last week points out the main thing most 
investors should be wary of when reading economic and market outlook 
reports. The future most brutally surprises those who are most certain they 
understand it. This is the first time in over two decades that market strategists 
have been this dour on the stock market. Even in the immediate aftermath of 
the housing crisis, market strategists were far more optimistic. This seems like 
the most predicted recession in recent history, and investor expectations are 
clearly not very high. That leaves a lot of potential for any positive surprises that 
might occur. It would not take much to exceed current expectations and turn 
investor emotions more positive (directionality!). This is not a suggestion that 
the market will have positive returns in 2023. There are plenty of challenges 
ahead that could make things fundamentally worse. It is simply a comment on 
the volatile emotions of investors who judge the future within the context of the 
recent past. The current consensus is that the direction things are going (cont.) 

Market Strategists 2023 Price Targets for S&P 500 Post Widest Margin Since 2009 

 
Negative Return for S&P 500 in 2023 Predicted by Strategists, A Rare Prediction 

 
   Sources: Top – John Authers, Bloomberg LP; Bottom – John Authers, Bloomberg LP 
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This chart shows the percentage gap 
between S&P 500 year-end price 
targets by Wall Street strategists since 
2008 
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looking return prediction for the S&P 500 
over the last few decades. 
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is not positive for investors in risk assets like stocks. Any material positive 
surprises will have a greater effect on market movements than further negative 
ones. It will lead to multiple “false starts” to the next bull market, such as the 
one last week following the softer inflation report. Be prepared for that. 

So why should investors read economic and market outlook reports? The 
answer depends on how much investors actually want to dig into the details. 
The details include the justifications for why the market strategists hold the 
opinions they do. That is very useful for educational purposes. The predictions 
are fallible, but the details of why can help investors understand how plausible 
the prediction is. The more variables and assumptions needed to arrive at a 
prediction, the larger the error variable will need to be. If investors have no 
desire to read past the executive summary predictions on these reports, they 
are better off not reading them at all. When the report’s assumptions are proven 
right or wrong, there will be no way to grade why they were wrong. There would 
be no way to improve the decision process of who to listen to going forward. 
Long term success in investing is all about continuously improving decision 
making skills through experience and education.  

We will be taking a break from publishing next week, as we try to spend 
as much time with our family and friends as possible. We will be releasing 
our 2023 market outlook at the beginning of the new year. If you have 
questions about the assumptions and opinions we include in that report, 
please contact your financial advisor to get more detail. We are not in the 
business of prediction for the sake of prediction, but self-reflection helps 
us build our forward-looking opinions that will drive our investment 
decisions in the new year. This process helps us be more deliberate and 
patient with those decisions. Hopefully it can do the same for those that 
read it. Merry Christmas and a Happy New Year! 

CURRENT ASSET CLASS OUTLOOK 
Equities Current 

U.S. Equity Neutral 

Int’l Equity Slightly Favorable 

Emer. Mkts Slightly Favorable 
 

Real Assets Current 

Real Estate Neutral 

Infrastructure Neutral 

Commodities Neutral 
 

Fixed Income Current 

Invest. Grade Credit Neutral 

Treasury/Agency Favorable 

Mortgage (MBS) Slightly Favorable 

Commercial MBS Slightly Favorable 

Asset Backed (ABS) Favorable 

High Yield Slightly Unfavorable 

Emer. Mkts Debt Slightly Unfavorable 

Taxable Muni Favorable 

Tax-Exempt Slightly Unfavorable 

Tips Neutral 
 

JOIN OUR MONTHLY MARKET CALL 
The Arvest Investment Management Group hosts a monthly Market 
Viewpoint webinar. To join us for our next meeting, please contact Charles 
Kurtz at ckurtz@arvest.com. 

Alex Jantsch, CFA, CAIA® 
Portfolio Analyst | ajantsch@arvest.com 

 

Alex supports the portfolio management team through market 
research that aids asset allocation decisions and due diligence on 
third party investment managers. He has a BSBA in finance, as 
well as a certificate in integrated investment management, and 
holds the CFA designation as a member of the Chartered Financial 
Analyst Institute and the Kansas City Society of Chartered 
Financial Analysts. 
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Market Returns & Rates (as of 12/16/2022) 
Asset Class Sub-Asset Class Index YTD 1-Year 3-Year 5-Year 10-Year 2021 

Equity U.S. Large Cap Equities S&P 500 -17.90% -16.16% 8.19% 9.35% 12.55% 28.68% 
Equity U.S. Mid Cap Equities S&P 400 -13.66% -10.12% 7.42% 6.51% 10.79% 24.73% 
Equity U.S. Small Cap Equities Russell 2000 -20.43% -16.95% 3.50% 3.95% 9.20% 14.78% 
Equity Developed ex. U.S. Equities MSCI ACWI ex U.S. -15.86% -14.57% 0.80% 1.61% 4.41% 8.32% 
Equity Emerging Markets Equities MSCI Emerging Mkts -19.89% -19.17% -1.52% -0.54% 1.95% -2.32% 

Fixed Income Broad Aggregate BB Aggregate -11.13% -11.19% -1.97% 0.47% 1.29% -1.54% 
Fixed Income U.S. Treasury BB U.S. Treasury -10.71% -10.89% -1.98% 0.30% 0.79% -2.32% 
Fixed Income U.S. Treasury Inflation Prot. BB U.S. Inflation Linked -11.74% -10.76% 1.46% 2.37% 1.19% 6.00% 
Fixed Income U.S. Investment Grade BB U.S. Invest. Grade -12.73% -12.61% -1.65% 1.16% 2.33% -1.04% 
Fixed Income U.S. High Yield BB U.S. High Yield -9.96% -9.34% 0.74% 2.64% 4.19% 5.28% 
Fixed Income U.S. Leveraged Loans CS Leveraged Loan -1.26% -1.05% 2.43% 3.23% 3.78% 5.40% 
Fixed Income U.S. Municipals BB Municipal Bond -7.81% -7.73% -0.51% 1.45% 2.19% 1.52% 
Fixed Income Non-U.S. Gov't Bond FTSE Non-U.S. WGBI -21.24% -22.09% -7.52% -3.95% -2.28% -9.68% 
Fixed Income Emerging Markets Debt JPMorgan EMBI -15.27% -15.27% -3.83% -0.71% 1.52% -1.51% 
Real Assets Real Estate FTSE NAREIT -23.94% -20.57% 0.94% 3.45% 6.84% 43.24% 
Real Assets Energy Infrastructure Alerian MLP 28.78% 33.97% 9.55% 3.65% 1.91% 39.85% 
Real Assets Broad Commodities Bloomberg Commodity 13.65% 16.15% 12.00% 5.94% -2.18% 27.05% 
Real Assets Oil WTI Crude -1.22% 2.64% 7.26% 5.33% -1.54% 55.01% 
Real Assets Gold Gold COMEX -2.11% -0.37% 6.66% 7.37% 0.54% -3.51% 

 

Key Market Interest Rates Current Rate 1 Month Ago 2 Months Ago 3 Months Ago 4 Months Ago 6 Months Ago 1 Year Ago 

Federal Funds Rate 4.33% 3.83% 3.08% 2.33% 2.33% 1.58% 0.08% 

Secured Overnight Fin. Rate (SOFR) 4.32% 3.81% 3.05% 2.27% 2.28% 1.45% 0.05% 

90-Day Treasury Rate 4.16% 4.05% 3.61% 3.06% 2.56% 1.50% 0.02% 

2-Year Treasury Rate 4.18% 4.35% 4.44% 3.87% 3.20% 3.09% 0.61% 

5-Year Treasury Rate 3.62% 3.85% 4.23% 3.63% 3.03% 3.28% 1.16% 

10-Year Treasury Rate 3.48% 3.69% 4.01% 3.45% 2.88% 3.20% 1.41% 

30-Year Treasury Rate 3.55% 3.84% 4.02% 3.51% 3.14% 3.25% 1.85% 

3-Mon/10-Yr Treasury Spread -0.68% -0.36% 0.40% 0.39% 0.33% 1.69% 1.39% 

2-Yr /10-Yr Treasury Spread -0.70% -0.67% -0.43% -0.42% -0.32% 0.10% 0.80% 

6-Month CD Rate 1.80% 1.43% 1.13% 0.94% 0.90% 0.39% 0.14% 

1-Year CD Rate 2.34% 1.96% 1.71% 1.44% 1.35% 0.74% 0.28% 

2-Year CD Rate 2.47% 2.17% 1.91% 1.65% 1.56% 0.93% 0.31% 
 

Investment products and services provided by Arvest Investments, Inc., doing business as Arvest Wealth Management, member FINRA/SIPC, an SEC registered investment adviser and a subsidiary 
of Arvest Bank. The Investment Management Group (IMG) is comprised of AWM registered investment advisor representatives who provide portfolio management services with respect to certain of 
AWM's investment advisory wrap fee programs. AWM does not provide tax or legal advice. Be sure to consult your own tax and legal advisors before taking any action that would have tax consequences. 

Consider your investment objectives, and the risks, charge and expenses of any investment product carefully before investing. Obtain a prospectus or other product information from your Client 

Advisor and read it thoroughly before investing. 




