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THE EQUITY MARKET—Bulls Resurgent, Bears Depending On Hope For A Trade 

The quarter ended on a strong note, with the major indices up nicely year-to-date. The S&P 500 
rose 7%  in the quarter for a 15.9% year-to-date return. The NASDAQ put in a 12.8% quarterly re-
turn for a blow-out 31.7% year-to-date return. The Midcaps and the Smallcaps lagged, but have 
been playing a little catch-up recently. 

We’ve gone from the FAANG+ acronym to what is now being called the Magnificent Seven. If 
you’ve owned the S&P 500 or the NASDAQ Composite or NASDAQ 100, then these seven stocks 
have accounted for most of the gains, representing a 55% weighting in the NASDAQ 100. They are 
Meta, Apple, Amazon, Alphabet (Google), Microsoft, Nvidia and Tesla. Their combined market 
capitalization is around $11 trillion, which to put in perspective is nearly triple the GDP of Germa-
ny. The NASDAQ has announced that there will be a rebalancing of the index before the open on 
July 24th, to “address overconcentration in the index by redistributing the weights. These chang-
es will be announced on Friday, July 14th. The NASDAQ has only conducted a special rebalance 
twice in its history, December 1998 and May 2011. The driving force accounting for their perfor-
mance this quarter has been their association with Artificial Intelligence.  

U.S. MARKETS LAST % CHG Q % CHG YTD % CHG vs. HIGH 50 Day M.A. 200 Day M.A.

Dow Jones 34407.60 3.41% 3.80% -6.89% 33624 32914

Dow Jones Transports 15529.77 7.56% 15.96% -8.86% 14246 14001

Dow Jones Utilities 906.66 -3.53% -6.28% -14.28% 928 938

S&P 500 4450.38 6.96% 15.91% -7.64% 4226 4002

S&P 400 Midcap 2622.34 4.39% 7.90% -10.38% 2494 2478
S&P 600 Smallcap 1216.35 2.90% 5.08% -17.67% 1161 1180

NASDAQ 13787.92 12.81% 31.73% -14.95% 12815 11638

NASDAQ 100 15179.21 15.16% 38.75% -9.46% 14002 12363

Russell 2000 (Smallcap) 1888.73 4.79% 0.86% -23.19% 1803 1813

     

  Treasury Yield Curve

  Prime Rate 30 Yr. Jumbo 90-Day T-Bill 10-Yr. T-Note 30-Yr. T-Bond

  825.00% 7.01% 4.870% 3.810% 3.850%
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THE EQUITY MARKET (cont.) 

Let’s turn our attention to what the second half may hold in store based on what happened in the 
first half, which was the best since 1983 for the NASDAQ and since 2019 for the S&P 500. Since the 
1950’s, when the S&P 500 has risen over 10% through June, it has risen by a median of 10% over the 
balance of the year.  The past 11 times this has happened, the next 6 months were higher every single 
time. It’s important to note that the DJIA ended the second half up only 3.8% and bonds as measured 
by the Bloomberg US Aggregate Bond Index were up 2.09%, so make sure you’re using the right 
measuring stick to compare your results. 

 

 

 

 

 

 

 

 

 

 

 

One other positive note is that if you have a contrarian streak, and I most certainly do, then you have 
like the fact that Wall Street strategists are almost universally negative for the second half, perhaps 
the most bearish on record. Does it get any better? The past four times this has happened, this was 
the result. 

1999=7% 
2019=9.8% 
2020=21% 
2021=10.9% 
2023=? 
Long-term investors should stay the course. We have maintained all along that the lows were put in 
October 2022 and that we are in a bull market, not a bear market rally.  

THE BOND MARKET: 

Stocks have significantly outperformed bonds as interest rates have risen, yet over the last quarter we 
saw individuals adding to bonds while taking money out of stocks. The Fed paused at their last FOMC 
meeting to assess the data and the progress they have made, but were clear that it didn’t signify a 
halt. As we approach the July FOMC meeting, the bond market is handicapping the odds of another 
rate hike at over 90%.  It’s difficult to see how stocks would not be favored over bonds in this environ-
ment. We have suggested for the past few years that investors who need to own bonds keep dura-
tions short and we continue to think that is prudent.  
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COMMODITIES 

So far this year commodities have traded 
sideways in a broad trading range that 
seems to be narrowing. The CRB Index 
began the quarter at 267.73 and ended 
the quarter at 261.99.  

 

 

Precious Metals had a first quarter rally 
and then peaked and trended down in 
the second quarter.  

 

  

 

 

The real commodity focus has 
been on WTI Crude Oil which 
has vacillated above and below 
$70/bbl depending on whether 
demand destruction or supply 
cuts were the focus. As we write, 
WTI has moved back into the 
mid-$70’s as the focus seems to 
be on the likelihood of demand 
building as supplies remain tight.  

Charts Courtesy of StockCharts. com 

CONCLUSION: 

We continue to believe that the lows in the stock market were seen in October 2022 and that we are 
in a bull market. The bears hold onto hope that this has been a bear market rally, but that hope is 
quickly waning as the Dow Industrials and the Dow Transports rise in tandem, giving a classic Dow 
Theory confirmation of a bull market.  We believe the Dow Industrials and the Dow Transports are 
likely to make new all-time highs in the second half. While we believe some consolidation would be 
healthy for the S&P 500 and the NASDAQ, we believe they are likely to trend higher over the course 
of the year, too. We believe that more aggressive investors should begin to increase weightings in 
the Smallcaps and Midcaps, which we expect to see play some catch-up to the senior indices. 

Sincerely, 

 

 

Michael A. Jones 
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Note: The views stated in this letter are not necessarily the opinion of Raymond James & Associates, Inc. member NYSE/SIPC, and should not be con-

strued, directly or indirectly, as an offer to buy or sell any securities mentioned herein. Investors should be aware that there are risks inherent in all invest-

ments, such as fluctuations in investment principal. With any investment vehicle, past performance is not a guarantee of future results. Material discussed 

herewith is meant for general illustration and/or informational purposes only, please note that individual situations can vary. Therefore, the information 

should be relied upon when coordinated with individual professional advice. This material contains forward looking statements and projections. There are 

no guarantees that these results will be achieved. There is no guarantee that a diversified portfolio will outperform a non-diversified portfolio in any given 

market environment. Diversification and strategic asset allocation do not ensure a profit or protect against a loss. Dividends are not guaranteed and can 

fluctuate. 

Due to volatility within the markets mentioned, opinions are subject to change without notice. Information is based on sources believed to be reliable, 

however, their accuracy or completeness cannot be guaranteed. 

Indexes cannot be invested in directly, are unmanaged and do not incur management fees, costs, or expenses. No investment strategy, such as asset alloca-

tion and rebalancing, can guarantee a profit or protect against loss in periods of declining values. 

In general, the bond market is volatile, bond prices rise when interest rates fall and vice versa. This effect is usually pronounced for longer-term securities. 

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. The investor should note that investments in 

lower-rated debt securities (commonly referred to a junk bonds) involve additional risks because of the lower credit quality of the securities in the portfo-

lio. The investor should be aware of the possible higher level of volatility, and increased risk of default. 

International investing involves special risks including greater economic and political instability, as well as currency fluctuation risks, which may be even 

greater in emerging markets. 

The price of commodities is subject to substantial price fluctuations of short periods of time and may be affected by unpredictable international monetary 

and political policies. The market for commodities is widely unregulated and concentrated investing may lead to higher price volatility. 

The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. 

The NASDAQ Composite Index is an unmanaged index of all stocks traded on the NASDAQ over-the-counter market. The Barclays Capital U.S. Aggre-

gate Bond Index is often used to represent investment grade bonds being traded in the United States. Gross Domestic Product (GDP) is the annual total 

market value of all final goods and services produced domestically by the U.S.  

Sources: Wall Street Journal, Bloomberg Finance, Federal Reserve, Barron’s, Treasury Department, Reveille Letter. 

Contents in part by ReveilleLetter.com, an independent website 

Help us grow in 2023! 
Our goal is to offer services to several other clients just like you! We would be honored if you 
would: 
Add a name to our mailing list; 
Bring someone to a workshop or client event; 
Have them come in for a complimentary initial meeting. 

 
Please call Rhiannon Spencer at (815) 391-6000 and we would be happy to assist you! 


