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The S&P 500 has 
averaged about 14% 
returns since 2009, 
and the investment-
grade bond market 
over 2%. After a strong 
performance in 2023, 
stocks have risen to 
start the year while 
bond returns have 
been pressured by 
higher rates. 

Equity and bond markets look to build on a strong 2023
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Sector leadership has broadened in recent months

4

Growth sectors such 
as information 
technology and 
communication 
services have driven 
the S&P 500 higher 
over the past year. 
Year-to-date, the 
financials, health care 
and industrials 
sectors have 
performed well 
alongside technology 
and communication 
services.
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Market performance by size: Large-cap stocks have led year to date
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After a sharp rise to 
end 2023, small-cap 
stocks have lagged to 
start the year. We 
believe leadership 
could broaden in 
2024 with small- and 
mid-cap stocks 
perhaps playing 
catch-up over the 
course of the year.
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Market performance by style: Growth stocks lead year to date
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Growth-style stocks 
have outperformed 
year-to-date as well 
as over the past one 
and three years, 
driven by strong 
performance in 
technology, 
communication 
services and 
consumer 
discretionary sectors.
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Market performance by region: International vs. U.S. 
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U.S. stocks have 
outperformed 
international stocks 
year to date. The past 
12 months have seen 
double-digit returns 
across all three 
regions, highlighting 
the importance of 
global diversification.
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Market performance: Fixed income 
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Bond returns have 
been challenged over 
the past three years 
due to rising interest 
rates, with U.S. high-
yield bonds and cash 
the only asset classes 
with positive returns 
over the period. The 
past 12 months have 
seen strong 
performance across 
each of our 
recommended fixed-
income asset classes.
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Market performance: Summary
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The Fed is likely to cut rates around midyear
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Two consecutive 
months of higher-
than-expected CPI 
inflation readings has 
tempered market 
expectations for Fed 
rate cuts. Markets 
are now expecting 
three interest rate 
cuts in 2024, with 
the first rate cut 
likely occurring at the 
June meeting.
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Inflation should trend lower
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CPI inflation was 
hotter than expected 
for the second month 
in a row in February, 
with core CPI rising 
by 3.8% year over 
year and headline 
CPI rising by 3.2%. 
Despite the choppy 
data over the past 
two months, we 
believe inflation will 
trend lower over the 
course of the year.
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Labor market remains strong but has shown signs of easing
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Nonfarm payrolls 
rose by a healthy 
275,000 in February, 
well above 
consensus 
expectations. 
However, there are 
signs of easing in 
labor market 
conditions as the 
unemployment rate 
rose to a two-year 
high in February and 
job quits have 
trended lower.
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U.S. economy expected to moderate in 2024
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The U.S. economy 
proved to be resilient 
in 2023, with real 
GDP growing by over 
2% in each quarter. 
The strong economic 
growth was 
supported by resilient 
consumer spending. 
Looking ahead, 
expectations are for 
U.S. GDP growth to 
moderate in the 
coming quarters.
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Keep an eye on the consumer

15

Consumer activity 
has proven to be 
resilient over the past 
year and played a 
key role in the strong 
economic growth in 
the U.S. over the 
past several 
quarters. Looking 
ahead, we believe 
consumer activity 
could moderate from 
current levels. 



RES-12303AY-A  EXP 30 JUN 2024  © 2024 EDWARD D. JONES & CO., L.P. ALL RIGHTS RESERVED. AECSPAD

Presidential elections and markets
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While uncertainty 
surrounding the 
election can trigger 
periods of volatility, 
historically, stocks 
have tended to rise 
in the six months 
before and after 
election day.
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Our key views: Summary
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Opportunities forming in equities and bonds
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Opportunistic portfolio guidance: Asset allocation 
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In this backdrop, we 
recommend clients 
overweight equity 
investments, favoring 
U.S. stocks over fixed-
income investments, 
particularly U.S. 
bonds. Within equities, 
we favor U.S. stocks 
over emerging-
markets. Within fixed-
income, we believe 
opportunities are 
attractive in emerging-
market debt relative to 
U.S. high-yield bonds. 
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Opportunistic portfolio guidance: Equity sector and style

21

At an equity sector 
level we recommend 
overweighting the 
consumer 
discretionary, 
industrials, and utilities 
sectors. We 
recommend offsetting 
these overweight 
positions with 
underweights in 
communication 
services, financials, 
and materials. We 
currently recommend
a neutral allocation 
between value- and 
growth-style stocks.
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Opportunistic portfolio guidance: U.S. investment-grade fixed-income
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Within U.S. 
investment-grade 
bonds, we see an 
opportunity to slightly 
extend duration 
relative to the 
Bloomberg U.S. 
Aggregate Bond Index 
(U.S. AGG) ahead of 
the Fed potentially 
lowering rates later in 
2024. We see limited 
scope for credit 
spreads to compress 
from current levels and 
therefore, recommend 
a slight underweight to 
credit exposure. 
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Equity bull market gains are not exhausted
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With the S&P 500 
rising by over 20% 
in 2023 and up over 
8% to start the year, 
many investors have 
grown concerned 
that equity markets 
have run too far, too 
fast. However, 
examining the past 
12 bull markets back 
to 1949, current bull 
market gains don't 
appear outsized 
relative to history. 



RES-12303AY-A  EXP 30 JUN 2024  © 2024 EDWARD D. JONES & CO., L.P. ALL RIGHTS RESERVED. AECSPAD

Wisdom of great investors

24

Remember: Successful investing requires patience, discipline and the ability to control one’s emotions.
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Portfolio opportunities: Summary
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Questions & 
Answers
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Thank you!
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