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Clueless

This was the name of the of the 1995 teenage cult movie
starring Alicia Silverstone, loosely based upon Jane
Austen’s 1815 novel Emma. We could, perhaps, also use
this word to describe the accuracy of Wall Street
forecasters, especially for 2023.

S&P 500 Rallies Past Bearish Forecasts
Analysts went into the year with gloomy outlook for US stocks
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Source: “S&P 500 Rallies Past Bearish Forecasts” Chart, by
Bloomberg

After the consensus got the drawdown in 2022 wrong, it
turned negative for 2023, forecasting that the widely
anticipated US recession would happen then. It didn’t
and some have now pushed that forecast into 2024.

While we ourselves were not surprised by the positive
outcome in markets last year, the sectors which drove it
(helped by the Al craze) couldn’t have caught us more
unawares. January 2024 so far has also proved highly
perplexing to investors, with the first week of January
posting negative returns for stock investors and USD
123bn flowing into money market funds after a record
USD 1.2 trillion of inflows last year.

Those investors no doubt missed out on last year’s equity
rally, and while there is the novelty of receiving a
relatively high rate of return on cash compared to recent
history, when we dig deeper and take out inflation of
3.5% and then taxes, the returns look rather less
appealing.

Money Market Funds Assets at Record
Investors have been rushing to cash with assets rising to $6 trillion
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Source: “Money Market Funds Assets at Record” Chart, by
Bloomberg

Of course, just to confound investors even further the S&P
500 index, having spent 512 days without hitting a new
record, reached intraday and closing record highs on Friday
19 January 2024, officially putting it into a new bull market
and joining European indices, which had achieved their bull
market last year. The familiar seven names which drove
the US markets’ gains last year were the driving forces
once again.

Historically, further gains have resulted after such a long
period without new highs BUT the gains have been much
more moderate if the preceding bear market was shallow
in nature and did not entail a recession (which we are not
holding our breath for).
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Major S&P 500 Advances*
(1957 To Date)

© 2024 The Leuthold Group

Chg. In Price Duration Followed
Date of Low Date of High (%) (Mos.) Recession?
October 22, 1957 December 12, 1961 86.4 50.0 Yes
June 26, 1962 February 9, 1966 798 425 No
October 7, 1966 November 29, 1968 480 255 No
May 26, 1970 January 11, 1973 735 295 Yes
October 3, 1974 September 21, 1976 731 235 Yes
March 6, 1978 November 28, 1980 617 325 No
August 12, 1982 August 25, 1987 2288 605 Yes
December 4, 1987 July 16, 1990 648 315 No
October 11, 1990 July 17, 1998 301.7 93.0 Yes
August 31, 1998 March 24, 2000 595 17.0 No
Oclober 9, 2002 October 9, 2007 101.5 60.0 Yes
March 9, 2009 Apnl 29, 2011 1016 255 Yes
October 3, 2011 September 20, 2018 166.6 835 No
December 24, 2018 February 19, 2020 44.0 14.0 No
March 23, 2020 January 3, 2022 1144 210 Yes
October 12, 2022 December 28, 2023 3.7 14.5 No
Average (ex. latest) 107.0 406 8of 15
Median (ex. latest) 798 s advances

preceded

Average (ex. latest) if: by
Advance preceded by recession 135.1 45.4 recession
Advance not preceded by recession 749 352

*A Major Advance is defined as an upswing in the S&P 500 not interrupted by a
19% drop (i.e., by a Major Decline)

Source: “Major S&P 500 Advances” Table, by The Leuthold Group
Our Beliefs

We are in a significantly different environment from what
has been witnessed for decades. Looking back to the 1980s
there was a general downtrend in both interest rates and
bond yields (except for a blip in the mid-1990s).

Cash rates on the face of it look attractive to many
investors (not us) and these, along with higher bond yields,
are a hurdle that risk assets — equities in particular — will
have to surmount.

We believe that over the last 13 years or so investors have
become addicted to the drugs of low rates and free money
and their withdrawal symptoms are effectively what is
causing huge volatility in bond markets especially and, to a
lesser extent, in equity markets. Our base case is for the
global economy to achieve a soft landing, but we don’t
think that this requires aggressive rate cuts by central
banks.

The last bit of inflation may prove much stickier than most
expect and therefore central banks are likely to move
cautiously (we only see a maximum of three rate cuts each
for both the US and the eurozone, though these
expectations are subject to change based on evolving
economic conditions).

thenavigator
Winter 2024

Unemployment rates in developed economies are at low
levels and with decent wage gains for middle and lower
earners along with moderating inflation, consumers have
more purchasing power despite having drawn down on
pandemic savings. These very consumer segments are
more likely to consume rather than save, upping their
lifestyles to meet their new incomes. This is something
that hasn’t happened for decades. We expect the equity
market rally to broaden out from just the seven stocks
which have dominated the S&P 500 index as investors
finally figure out that stocks can do just fine in an era of
higher economic growth, higher inflation and higher rates.

If the same narrow band of stocks keeps going up then the
payback on the other side will be truly awful. In over 30
years of investing, we have yet to find the magic stocks
that perform in all environments. The biggest opportunity
is perhaps in those areas which at the moment are out of
fashion and which have lagged markets, such as
economically sensitive companies.

Investors should perhaps dampen their expectations of
gains at the index levels similar to those achieved over the
last decade or so, but better performance could very well
be achieved through individual stock selection. Despite the
strategist consensus being bullish for 2024, individual
investors have been more negative and are sitting on large
cash piles. With indices hitting new all-time highs, pressure
on these cash-rich investors is likely to increase
significantly as they become increasingly concerned about
missing out on another year of gains.

The Navigator has been written by:
Peter Ahluwalia
Chief Investment Officer
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Disclaimer
Important Information

The information in this material has been approved by swisspartners Advisors Ltd. (“swisspartners Advisors”). As a firm providing discretionary asset management services to U.S. clients,
swisspartners Advisors is registered under the U.S. Investment Advisers Act of 1940 with the U.S. Securities and Exchange Commission (“SEC”) as an investment advisor. Nothing in this material
is a recommendation that you purchase, sell, subscribe or hold, or an offer or solicitation of a purchase or sale of any security, futures, options, other financial instruments or other investment,
that you pursue any investment style or strategy or buy any other product or service. The value of, and income from, your investments may vary because of changes in interest rates or foreign
exchange rates, securities prices or market indexes, operational or financial conditions of companies or other factors. This material does not take into consideration the specific investment
objectives, financial situation or particular needs of any person that enters into a relationship with swisspartners Advisors. Nothing in this material is or is intended to be investment, accounting,
tax or legal advice. You should consult with your own advisors concerning such matters. swisspartners Advisors does not provide legal, tax or accounting advice. The information contained
herein was obtained from sources believed to be reliable. Although reasonable care was taken in gathering the information and formulating the opinions contained herein, swisspartners
Advisors does not make any representation whatsoever as to its accuracy or completeness and accepts no liability for any loss arising from the use of this material. The information, opinions
and estimates expressed herein reflect a judgment as of its original publication date and are subject to change without notice. No representation or warranty, expressed or implied, is made by
swisspartners Advisors regarding future performance. The value and income of any securities or financial instruments can go up as well as down. The market value of securities or financial
instruments may be affected by several circumstances, including among others, changes in economic, financial or political factors, time to maturity, market conditions and volatility, or the
credit quality of any issuer or reference issuer. Foreign currency rates may have a positive or adverse effect on the value of any investment. Investors assume all risk and some or all of the
amount invested may be lost. This material is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of, or located in, any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or subject swisspartners Advisors to any registration requirement.

IRS Circular 230 Disclosure: swisspartners Advisors and its affiliates do not provide legal or tax advice. Accordingly, any tax-related discussion contained herein (including any attachments) is not
intended or written to be used, and cannot be used, in connection with promoting, marketing or recommending to any person any transaction or matter addressed herein or for the purpose of
avoiding U.S. tax-related penalties.

Forward-Looking Statements
This document contain "forward-looking statements" which are based on our belief, as well as on a number of assumptions concerning future events based on information currently available
to us. These statements involve certain risks, uncertainties and assumptions which are difficult to predict. Consequently, such statements cannot be guarantees of future performance and

actual outcomes and returns may differ materially from statements set forth herein. All assumptions and underlying materials are available for inspection.

For more information, please visit our website at www.swisspartners-advisors.com | © 2024 swisspartners Advisors Ltd. Allrights reserved.
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