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“Soft landings are a triumph of hope over experience, but sometimes hope does triumph” – Larry Summers, Last Week in Davos 

It has been nearly a month since I have written a weekly update. We can’t say 
a whole lot has changed in our expectation for the coming year since the 
holidays. We still believe that the economy is on course for a deeper recession 
than the current “short and shallow” market consensus (not a 2008/2020 style, 
but a more standard 1991/1982 style). Yet, what was once the “most predicted 
recession in history” has given way to hedging that prediction. Some recent 
economic data has provided hope to some influential voices who previously 
thought an economic “soft landing” (avoiding a recession) following the current 
interest rate hiking cycle was not possible. Jamie Dimon (JPMorgan CEO), 
James Bullard (St. Louis FED President), and Larry Summers (Former U.S. 
Treasury Secretary) all publicly softened their stances on a recession this year. 
Dimon first said there was an economic hurricane coming, now the storm radar 
shows merely dark clouds remain. Bullard now thinks that “the prospects for a 
soft landing have improved markedly.” Problem is, similar to the “transitory” 
inflation discussion, there is not one accepted definition of what a “soft landing” 
looks like for the economy. If you’re in a burning building and you have to jump 
out of a high window, and the options are concrete or grass, grass is preferred. 
You’re still likely to break or sprain something either way though. No option is 
painless. Same idea applies. Summers is not referring to a Pollyanna scenario.  

Honestly, it is not important what, specifically, they think will happen now. But 
it does seem to confirm the beginnings of a narrative shift in markets now that 
inflation data has shown progress. The news has seen equity markets start the 
year relatively strong, all things considered, with the S&P 500 up nearly +4% 
year-to-date (see chart, top right). Investors should be careful though. It is ok 
to follow market narratives, but any long-term portfolio should be protected from 
such obsessions. I follow market narratives nearly every day, but you wouldn’t 
know it from my portfolio. As the eyewall of a potential recession approaches, 
the impending market narratives will be a vortex of conflicting information. 

For example, Initial Jobless Claims have continued to come in under 
expectations (see chart, bottom right), yet there have been near constant 
headlines about major firms laying off tens of thousands of workers, especially 
amongst the tech sector’s golden geese. The market is even acting as if this is 
good news. Google announced 12,000 layoffs (> 5% of workforce) and the 
stock had its best day in a while. Spotify just (cont.) 

The S&P 500 Is Off to A Decent Start This Year, Despite Dark Clouds Ahead 

 
Initial Jobless Claims Have Been Below Expectations, But Not Complete Picture 

 
   Sources: Top – Bloomberg LP; Bottom – Bloomberg LP 
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announced a 6% workforce reduction, with a similar market reaction after. 
Microsoft, Amazon, Meta, and others are in a similar boat regarding layoffs. So 
why aren’t these unemployed showing up in jobless claims then? Because, 
unlike many industries, these relatively highly paid tech workers get severance 
packages (most firms gave 16 weeks’ worth, at minimum, plus benefits). Those 
workers often aren’t allowed to claim unemployment until the end of their 
severance pay. That creates a data lag. Additionally, it’s not like those 
companies are going to turn around next year and hire them back because 
things might be slightly better then. The tech sector is capitulating on the fact 
that the challenging backdrop will be here for a while and are cutting the fat off 
the company now. What can’t be accounted for in any data is where those 
workers land when they do find new jobs. Are all of those jobs going to be as 
high paying as a Silicon Valley job? The answer to that will affect their 
consumption over the medium term once their severance packages end. It is 
not easy to summarize the potential impacts of hundreds of thousands of well-
educated, formerly well-paid workers hitting the job market. 

This year is going to be a bit of a rollercoaster, with narrative pirates just waiting 
to steal the next headline on Bloomberg or CNBC to get their few minutes in 
the sun. Last one I saw was, “Has The S&P 500 Already Topped This Year,” 
due to the recent market rally. There is no value to be had in that discussion for 
investors. A less negative outlook can still be a positive indicator because 
consumer expectations do matter, but it still amounts to hope over experience. 
There has never been a period with a similar economic profile that didn’t result 
in a recession. Then again, this transitory post-pandemic period has muddled 
the picture relative to prior recessionary periods. We’ve always maintained that 
a “soft landing” could happen, but that the discussion is not worth the invested 
brain damage for most investors. It tempts investors, filled with volatile 
emotions, to meddle too much with their portfolio. Resist the temptation. 

CURRENT ASSET CLASS OUTLOOK 
Equities Current 

US Equity - Large Cap Neutral 

US Equity - Mid Cap Neutral 

US Equity - Small Cap Slightly Favorable 

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 Slightly Unfavorable 

Treasury/Agency Favorable 

Mortgage (MBS) Slightly Favorable 

Commercial MBS Slightly Favorable 

Asset Backed (ABS) Favorable 

High Yield Unfavorable 

Emer. Mkts Debt Slightly Unfavorable 

Taxable Muni Favorable 

Tax-Exempt 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 1/20/2023) 
Asset Class Sub-Asset Class Index YTD 1-Year 3-Year 5-Year 10-Year 2022 

Equity U.S. Large Cap Equities S&P 500 3.55% -9.92% 7.78% 8.89% 12.47% -18.13% 
Equity U.S. Mid Cap Equities S&P 400 5.33% -1.48% 8.48% 6.81% 10.76% -13.10% 
Equity U.S. Small Cap Equities Russell 2000 6.06% -6.44% 4.45% 4.40% 9.08% -20.46% 
Equity Developed ex. U.S. Equities MSCI ACWI ex U.S. 7.43% -9.47% 2.46% 1.76% 4.77% -15.57% 
Equity Emerging Markets Equities MSCI Emerging Mkts 8.40% -14.88% -0.69% -0.83% 2.37% -19.94% 

Fixed Income Broad Aggregate BB Aggregate 2.89% -8.60% -1.95% 0.81% 1.37% -13.01% 
Fixed Income U.S. Treasury BB U.S. Treasury 2.37% -8.61% -2.01% 0.61% 0.85% -12.46% 
Fixed Income U.S. Treasury Inflation Prot. BB U.S. Inflation Linked 1.93% -7.96% 1.57% 2.63% 1.33% -12.60% 
Fixed Income U.S. Investment Grade BB U.S. Invest. Grade 3.52% -10.30% -2.00% 1.35% 2.33% -15.76% 
Fixed Income U.S. High Yield BB U.S. High Yield 3.52% -6.91% 0.97% 2.89% 4.23% -11.19% 
Fixed Income U.S. Leveraged Loans CS Leveraged Loan 2.03% 0.30% 2.77% 3.51% 3.90% -1.06% 
Fixed Income U.S. Municipals BB Municipal Bond 2.83% -4.67% -0.19% 1.90% 2.34% -8.53% 
Fixed Income Non-U.S. Gov't Bond FTSE Non-U.S. WGBI 4.13% -18.35% -6.38% -3.80% -1.73% -22.07% 
Fixed Income Emerging Markets Debt JPMorgan EMBI 3.35% -11.07% -3.72% -0.30% 1.69% -16.45% 
Real Assets Real Estate FTSE NAREIT 6.07% -13.33% 1.17% 5.80% 6.80% -24.37% 
Real Assets Energy Infrastructure Alerian MLP 5.19% 25.86% 9.58% 3.00% 1.54% 30.54% 
Real Assets Broad Commodities Bloomberg Commodity -0.34% 8.51% 12.98% 6.20% -1.49% 16.09% 
Real Assets Oil WTI Crude 1.31% -6.43% 11.57% 5.11% -1.60% 6.71% 
Real Assets Gold Gold COMEX 5.59% 4.65% 7.31% 7.66% 1.35% -0.13% 

 

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% 4.33% 3.83% 3.08% 3.08% 1.58% 0.08% 

Secured Overnight Fin. Rate (SOFR) 4.30% 4.30% 3.80% 3.02% 2.99% 1.53% 0.04% 

90-Day Treasury Rate 4.53% 4.12% 4.11% 3.81% 3.10% 2.34% 0.13% 

2-Year Treasury Rate 4.17% 4.21% 4.55% 4.47% 4.12% 3.09% 1.02% 

5-Year Treasury Rate 3.56% 3.77% 4.02% 4.34% 3.94% 2.98% 1.59% 

10-Year Treasury Rate 3.48% 3.66% 3.83% 4.22% 3.71% 2.87% 1.80% 

30-Year Treasury Rate 3.65% 3.71% 3.90% 4.33% 3.64% 3.04% 2.12% 

3-Mon/10-Yr Treasury Spread -1.05% -0.46% -0.29% 0.41% 0.61% 0.54% 1.67% 

2-Yr /10-Yr Treasury Spread -0.69% -0.55% -0.73% -0.26% -0.41% -0.21% 0.78% 

6-Month CD Rate 1.86% 1.82% 1.49% 1.27% 0.94% 0.53% 0.14% 

1-Year CD Rate 2.38% 2.34% 2.01% 1.81% 1.44% 0.96% 0.28% 

2-Year CD Rate 2.49% 2.47% 2.23% 2.05% 1.66% 1.15% 0.32% 
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