
 Formulating a risk asset strategy going into the new year may need to take less counsel 
of noisy near term changing circumstances and instead focus on the larger moves in market and 
economic data which have already occurred.  Market prices have recently moved significantly 
since late October and global economic data around growth and inflation have recently been ob-
served to be slowing across key economic zones throughout the world.  This is happening in the 
wake of 2023 where growth and inflation largely came in “hotter” than expectations, causing the 
majority of key policymakers to tighten fairly aggressively with the one exception being Japan.   

 The S&P 500 has returned 14.06% since October 26, after the index hit an intermediate 
trough this Fall.  Price returns in bonds have been similarly large as the yield on the benchmark 
10YR U.S. Treasury rate has fallen from 4.99% on October 19 to 4.02% post the December Fed-
eral Open Market Committee (FOMC) meeting and rate decision.  For both equities and bonds, 
positive returns of this magnitude are more typical of an entire year as opposed to just six weeks, 
which is another way of saying an inflection of some significance has possibly occurred. 

 This is all happening against a backdrop of growth and inflation rates prevalent in the 
economy, moderating in what for now is a steady and manageable manner.  Monetary policies 
are also now generally considered restrictive and looking to achieve these very results.  The gen-
eral questions outstanding as we head into the new year are as follows:  Will the economy con-
tinue to grow albeit in a below trend (below 1.8% real GDP) manner and achieve a softer landing 
next year or will a recession materialize?  Secondly, will corporate earnings growth, which has 
already waded through a negative stretch in late 2022 and into the first half of 2023, remain posi-
tive and therefore constructive for the market cycle? 

 The answer to those questions will likely be determined in time by aggregate wage and 
employment trends as well as the level of credit which is supplied into the economy for compa-
nies and consumers alike.  This brings us to the event of the December FOMC press conference 
where Chair Powell and the FOMC delivered a more dovish message to markets than was ex-
pected.  Without completely ruling out a rate hike in the future, the message was clearer than 
before that the bias now is in the direction of rate cuts as we head into 2024.  With other key eco-
nomic zones in Europe and Asia now contracting or struggling to grow at faster rates right now 
and evidence becoming clearer that the rate of inflation at home is normalizing relatively quickly 
(see graph), interest rates across the curve remaining at elevated and restrictive levels due to an 
immovable Fed rate policy could lead to more difficult answers to those questions down the line.  
Not wanting to make an error in the direction of being overly tight perhaps resulted in noticeably 
sharper policy intention and pivot. 
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Please remember that past performance is no guarantee of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance 
of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc. [“Valicenti]), 
or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be suita-
ble for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized 
investment advice from Valicenti. No amount of prior experience or success should not be construed that a certain level of results or satisfaction if VASI is engaged, or continues to be engaged, 
to provide investment advisory services. Valicenti is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or account-
ing advice. A copy of the Valicenti’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com.  Please 
Remember: If you are a Valicenti client, please contact Valicenti, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/
evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services.  Unless, and 
until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at 
least quarterly) from the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison pur-
poses only, and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which 
would have the effect of decreasing historical performance results.  It should not be assumed that your Valicenti account holdings correspond directly to any comparative indices or categories. 
Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your Valicenti accounts; and, (3) a description 
of each comparative benchmark/index is available upon request. *Please Note: Ranking Limitations. Neither rankings nor recognitions by unaffiliated rating services, publications, media, or 
other organizations,  nor the achievement of any professional designation, certification, degree, or license, membership in any professional organization, or any amount of prior experience or 
success, should be construed by a client or prospective client as a guarantee that the client will experience a certain level of results if the investment professional or the  investment professional’s 
firm is engaged, or continues to be engaged, to provide investment advisory services. A fee was not paid by either the investment professional or the investment professional’s firm to receive the 
ranking. The ranking is based upon specific criteria and methodology (see ranking criteria/methodology). No ranking or recognition should be construed as an endorsement by any past or current 
client of the investment professional or the  investment professional’s firm.  ANY QUESTIONS: Valicenti’s Chief Compliance Officer remains available to address any questions regarding 
rankings and/or recognitions, including the criteria used for any reflected ranking. 
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