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Market Update

Out of The Blocks...a familiar story

That's a wrap on the first month of the year and Growth is, once again, head of the pack. If this story
sounds familiar, well, that's because it is. January of 2023 saw domestic markets rally with the S&P
up 6.2%, and the Russell 1000 Growth up 8.3%. Albeit more modest than last January, this year saw
the S&P and Russell 1000 Growth close the month up 1.6% and 2.5%, respectively.
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So what’s different about this January?

The start of '23 came off the back of an extremely challenging year for nearly every investable asset
class. Moreover, this January’s equity rally — really the rally of the past couple of months — seems to
have been propelled by a goldilocks disinflation scenario which, ostensibly, would allow the Fed to



cut rates earlier (and sharper) than expected. It’s also an election year with Powell and Co seemingly
chucking their independence with December’s major pivot on this rate hiking cycle. If rates drop, cost
of capital decreases, profit margins expand, and longer-duration assets outperform - making
shareholders and the Street happy. That's the theory anyway. Simultaneously, January also saw the
announcement of several strong economic indicators with GDP up 3.3%, employment numbers
beating expectations (keeping unemployment steady at 3.7%), wages continuing to climb, and core
prices (ex. food and shelter) down for the twelve (12) months ending this past December.
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As prudent stewards of your capital, our job is to find flaws in the goldilocks scenarios. We prefer to
champion a more balanced approach to managing portfolios than simply chasing headlines and fads.
To bring your attention back to the economic data, if these trends continue, specifically employment
and wage growth which has been fueling domestic GDP through consumer spending, we could see a
once overzealous market reverse course upon the realization that the anticipatory rate cuts may be
fewer and farther between. Sprinkle in the seemingly ever-present geopolitical risks — Russia/Ukraine,
China/Taiwan, and troubles in the Middle East which now include global supply chain worries out of
the Red Sea — and you’ve got yourself the recipe for some volatility.
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At Seacoast, we inoculate your portfolios against some of the volatility through thoughtful diversification
at the asset class level and individual security level, and we will take the opportunity presented by the
volatility to deploy capital at more attractive entry points. One example with taxable fixed income is our



continued emphasis on shorter-duration investment grade corporate bonds. While spreads are still not
signaling recession, we are able to lock in yields to maturity (YTM) more than one percentage point
above treasuries without extending beyond four-year maturities. These bonds generate attractive total
returns with much less volatility than the overall bond market. On the equity side, we are steadfast in
maintaining the disciplined approach to selecting quality companies, whose businesses we
understand, with the ability to generate positive cash flows that reward shareholders, helmed by
management teams capable of navigating the shifting tides of full market cycles.

If you have any questions, please do not hesitate to reach out to your trusted investment advisor.

Seacoast Wealth Management
888.669.4142
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