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Market Outlook 
Today’s market moves.

What to know about markets right now

1

What it means for portfolios 

2 3

INFLATION ECONOMY MARKETS

Inflation is still high, 
which may keep 
interest rates high

The economy 
has been stronger 
than expected

Q1 performance 
was surprisingly 
good despite 
regional bank 
failures
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Inflation is still high, which keeps pressure on the 
Fed to keep rates high
The Federal Reserve has two mandates: inflation and employment. Some expect the Fed to reduce rates 
amidst a slowing economy, but we believe that they are likely to keep rates high until inflation comes down.

Source: Bureau of Labor Statistics, as of 4/19/23.
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The U.S. economy is still going strong
Despite the recent regional bank failures, the economy is still going strong – earnings were better than 
expected and job growth remains positive.

1 Source: Refinitiv as of 5/11/23. 2 Source: Bloomberg as of 4/27/23.

WHAT TO KNOW ABOUT MARKETS RIGHT NOW

Q1 earnings beat low expectations 

Q1 2023 U.S. EPS growth expected vs. actual1 (%)

Jobs still being added, indicating economic growth
Monthly change in U.S. employees on nonfarm payrolls (thousands)2
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Q1 performance was surprisingly good
It might not have felt like it with news headlines, but Q1 was a great quarter for markets: virtually all asset 
classes were up. However, be careful about hiding out in cash – cash investors missed a lot of market upside.

WHAT TO KNOW ABOUT MARKETS RIGHT NOW

Source: Morningstar as of 3/31/23. U.S. stocks are represented by the S&P 500 TR Index, International stocks by the MSCI EAFE NR Index, Emerging Market stocks by the MSCI EM NR Index, U.S. bonds by the Bloomberg US Agg Bond TR Index and Cash by 
the ICE BofA 0-1Y US Trsy TR Index. Past performance is no guarantee of future results . Index performance is shown for illustrative purposes only. You can not invest directly in the index.

Q1 performance of key asset classes (%)
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What it means for portfolios 

WHAT IT MEANS FOR PORTFOLIOS

1 2 3

Put cash to work 
in bonds 

Lean into higher 
quality equities

Stay invested 
for the long term

Higher yields create 
opportunities to put cash 
to work. 

We prefer high quality bonds 
for resilience through 
volatile markets.

Higher quality equities
tend to weather volatile 
environments better. 

Seek out companies with 
strong balance sheets, 
high cash flows, and low 
leverage.

Maintaining a diversified 
portfolio doesn’t always feel 
good, but over the long run, 
it wins. 

Resist the temptation to try to 
time markets, or you might 
miss out on unexpected 
upside.
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Yields are back
Higher yields create opportunity to generate attractive returns with less risk. We prefer staying high quality 
within bonds amidst greater uncertainty around the path for interest rates. 

PUT CASH TO WORK IN BONDS

December 2021         March 2023

Change in yields of fixed income asset classes

Source: Bloomberg; Morningstar as of 3/23/2023. Yield is represented by yield to worst, a measure of the lowest possible yield that can be received on a bond that fully operates within the terms of its contract without defaulting. U.S. 1-3Y Treasury refers to 
the Bloomberg US Treasury 1-3 Year Index. U.S. 1-3Y Investment Grade refers to the Bloomberg US Corporate 1-3 Year Index. U.S. MBS refers to the Bloomberg U.S. MBS Index. U.S. Aggregate Bond refers to the Bloomberg U.S. Aggregate Bond Index. High 
Yield refers to the Bloomberg U.S. Corporate High Yield Index. Index performance is for illustrative purposes only. Index performance does not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly 
in an index. Past performance does not guarantee future results.
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1 Source: Morningstar as of 3/31/23. *Start date is as of April 1993. “Following the Herd” represents the average of the following 1-year returns of  the Bloomberg US Agg Bond TR Index after each of the 10 largest calendar years of inflows for all  fixed 
income mutual funds and ETFs, as defined by Morningstar. “Against the Herd” represents the average of the following 1-year returns of the Bloomberg US Agg Bond TR Index after each of the 10 largest calendar years of outflows for all fixed income mutual 
funds and ETFs, as defined by Morningstar. Past performance does not guarantee or indicate future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index. 2 Source: Bloomberg, 1/1/1990 through 2/28/23. 
Core bonds defined as Bloomberg US Aggregate Bond Index, high quality short-term defined as Bloomberg US Aggregate 1-3 Year Index, cash defined as Bloomberg US Treasury Bill 1-3M.

Don’t miss the boat with bonds 
Investors often buy when it’s too late and as a result, miss out on market performance. Although it’s tempting 
to stay in cash, you may miss out on upside within bonds as the Fed nears the end of its rate hiking cycle. 

TAKE ADVANTAGE OF HIGHER YIELDS 

02 Diversify in FI

Investors tend to mis-time markets and buy 
when everyone else is, which is usually too late

1.7

7.6

"Following the herd" "Against the herd"

(Return if buying when 
others were buying)

(Return if buying when 
others were selling)

4.5% avg. annual bond fund return

Don’t miss the boat this time – bonds tend to 
outperform cash when the Fed stops hiking

Avg. performance from 1/1/90-2/28/23 when the Fed 
is holding or easing rates,2 (%)

6.1

4.0

2.1

Core bonds ST bonds Cash
equivalents

Avg. annual bond fund returns starting as of April 1993,1 (%) 

INSIGHT TAKE ACTION 
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Don’t let the fear of striking out keep you from 
playing the game
Economists expect we may see a recession in the near future. But it’s hard to call a market bottom. 
Although uncertainty can spook investors towards cash, history shows it pays off to remain invested.

LEAN INTO HIGHER QUALITY EQUITIES 

Keep a long-term mindset – stocks tend 
to do well following recessions

Market timing is hard – and chasing returns 
may cost you

5.5

13.9

"Following the herd" "Against the herd"

(Return if buying when 
others were buying)

(Return if buying when 
others were selling)

9.6% avg. annual return of the S&P

1.1% 1.0%

24.5%

14.7%

3 months
before

During
recession

1 year after 3 years after

S&P 500 index performance since 19292Avg. annual stock returns starting April 1993,1 (%) 

1 Source: Morningstar as of 12/31/22. “Following the Herd” represents the average of the following 1-year returns of  the S&P 500 TR Index after each of the 10 largest calendar years of inflows for all  U.S. Equity mutual funds and ETFs, as defined by 
Morningstar. “Against the Herd” represents the average of the following 1-year returns of the S&P 500 TR Index after each of the 10 largest calendar years of outflows for all U.S. Equity mutual funds and ETFs, as defined by Morningstar. Past performance does 
not guarantee or indicate future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index. 2 Source: Morningstar as of 3/31/23. Stock market represented by the S&P 500 Index from 3/4/57 to 9/30/22 and IA 
SBBI U.S. Large Cap TR Index from 1/1/26 to 3/4/57. . Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index
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LEAN INTO HIGHER QUALITY EQUITIES

If you're concerned about a recession, seek out high quality companies that have the ability to weather volatile 
markets better. Bonus points – they also tend to outperform when the Fed stops hiking, which may be soon. 

1 Source: BlackRock Fundamental Equities, with data from the Board of Governors of the Federal Reserve System and Bloomberg, March 2023. All equities represented by the  Russell 1000 Index and bonds by the Bloomberg U.S. Aggregate Index. “Quality” is 
defined as the top quintile of stocks ranked in the Russell 1000 Index using a proprietary  research screen that assesses companies on 13 “quality” metrics. Returns are calculated from the month when the Fed stops raising rates for six hiking cycles from 1984 to 
2019.  2 Source: BlackRock as of 12/31/2022. U.S. stocks as a percentage of total stock allocation across 20,052 model portfolios analyzed by BlackRock, with the average advisor having a 25% allocation to value. These attributes are calculated for each 
portfolio as a weighted average of the underlying holdings. The portfolio-level metrics are then averaged in each risk profile cohort to arrive at the numbers presented in the table

Lean into higher quality equities 

Avg. cumulative returns (%), after Fed hiking cycle 
ends

(1984-2019)1

Quality has done well when the Fed 
stops hiking

26

49

83

17

33

57

1 year 2 years 3 years

Quality stocks All stocks 

What is quality?

Companies with… 

Positive earnings

Consistent and 
growing dividends

Stable cash flows

Healthy 
balance sheets
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STAY INVESTED FOR THE LONG TERM

Diversification doesn’t always feel good, but it does work.

Staying diversified over the long run has 
historically paid off

Source: Morningstar as of 12/31/22. *Performance is from 9/1/00 to 12/31/02. †Performance is from 1/1/20 to 3/23/20. ‡Performance is from 3/24/20 to 12/31/21. Diversified Portfolio is represented by 25% S&P 500 Index, 19% Russell Mid Cap 
Index, 7% MSCI EAFE Index, 5% Russell 2000 Index, 4% FTSE Emerging Stock Index, 25% Bloomberg US Aggregate Bond Index, 15% Bloomberg US Corporate High Yield Index. Past performance does not guarantee or indicate future results. Index 
performance is for illustrative purposes only. You cannot invest directly in the index.

Total Return 288.6% 301.6% “Diversification can work even 
when it feels like its losing”Gr $100K $388,610 $401,550

2000–2002* -40.1% -15.7% “I lost money”

2003–2007 82.9% 87.1% “Diversification worked”

2008 -37.0% -26.6% “I lost money”

2009–2019 351.0% 220.1% “I didn’t make as much”

Years S&P 500 Diversified Portfolio

Q2 2020-2021‡ 119.0% 66.6% “I didn’t make as much”

Q1 2020† -30.4% -23.1% “I lost money”

2022 -18.1% -15.5% “I lost money”

25% U.S. large stocks, 19% U.S. mid cap stocks, 7% international stocks, 5% U.S. small cap 
stocks, 4% emerging market stocks, 25% U.S. bonds, 15% high yield bonds
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This material is prepared by BlackRock and is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation 
to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as of April 2023 and may change as subsequent conditions vary. The 
information and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-
inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no responsibility arising in any other way for errors and 
omissions (including responsibility to any person by reason of negligence) is accepted by BlackRock, its officers, employees or agents.

Investment involves risks. International investing involves additional risks, including risks related to foreign currency, limited liquidity, less government regulation and the 
possibility of substantial volatility due to adverse political, economic or other developments. The two main risks related to fixed income investing are interest rate risk and 
credit risk. Typically, when interest rates rise, there is a corresponding decline in the market value of bonds. Credit risk refers to the possibility that the issuer of the bond 
will not be able to make principal and interest payments. Index performance is shown for illustrative purposes only. Commodities’ prices may be highly volatile. Prices may 
be affected by various economic, financial, social and political factors, which may be unpredictable and may have a significant impact on the prices of precious metals. 
Concentrated investments in specific industries, sectors, markets or asset classes may underperform or be more volatile than other industries, sectors, markets or asset 
classes and the general securities market.

© 2023 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK [followed by any other applicable marks such as ALADDIN, iSHARES, etc.] [is a 
trademark][are trademarks] of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.

Prepared by BlackRock Investments, LLC. Member FINRA.

Important notes
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