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Part I.  Revisit Slides from 
2023….

“Told ya so”



NASDAQ:  Performance 2022

Source: Koyfin
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Recession?
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Positive/Negative Returns in US Stocks and US Intermediate Treasury Bonds Over 10-Month Periods (1927-2022)1

The YTD Bond and Equity Market Sell-Off Has Been 
Rare in History

Frequency of Observation Average Total Return

Last 10 Months: 
-17.7% | -9.1%

● Negative returns in both stocks and bonds over 10-month periods only occurred 3% of the time historically since 1927. 

● The current episode was also characterized by a larger magnitudes of losses compared to the historical averages.

Values may not sum due to rounding. 
Source: Investment Strategy Group, Datastream. As of October 31, 2022.
1. US Intermediate Bonds are modeled using Bloomberg Barclays US Intermediate Treasuries (with Ibbotson backfill). US Equity is modeled by S&P 500.
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1. Indexed Price and EPS During US 
Bear Markets1

(1) Based on US bear markets since 1903. (2) US, Eurozone and UK all had a median time of ~3 months from when equities bottomed to 
when recession ended. UK and Eurozone recessions are based on two quarters of negative GPD, while US is based on NBER recession 
dates. Source: Investment Strategy Group, Goldman Sachs Global Investment Research, Bloomberg. 

● Because equity markets discount future fundamentals, they typically bottom 6-9 months before earnings reach a trough. 

● Equity markets also typically bottom about 3 months before the end of recessions.2 

● Returns in that 3-month period after the market bottomed averaged 26% in the Eurozone and 20% in the US/UK historically.

● This helps explain why a mild recession that falls earlier in a year could still result in positive equity returns as stocks recover 
into year-end, particularly given that many equity markets have already experienced recessionary declines.

Equity Markets are Forward-Looking and Therefore 
Bottom Before Fundamentals

2. Average Equity Returns in the 3 
Months After Market Bottoms 
During a Recession (%)
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Lots of Bad News, But We Always Need to Remain Balanced

● Source: Investment Strategy Group, Bloomberg, Robert Schiller, Gallup.

Average Annual S&P 500 Price Returns based on Presidential Cycle

● Since 1873, the third year of all presidential terms has been the strongest. The fourth year has historically been in line with the 
long-term average.  

● However, the averages belie sizable differences between the first and second terms. The strong returns in the third and fourth years 
are all concentrated in the first term of a presidency.  
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The US Economy Is Very Well Balanced
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● Imbalances in the economy and financial markets create vulnerabilities that increase the likelihood of a recession.

● However, while valuations and debt levels are extended in a few sectors, the imbalances are modest compared to the dot-com 
bubble and Global Financial Crisis episodes.

● The overall measure shows the US economy is very well balanced.

Source: Investment Strategy Group; Goldman Sachs Investment Research. 



Three to Five Year Perspective Provides Clarity
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We are Here



So What happened?
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US equities up 23% in 2023



Part II.  ‘merica



14 year performance since trough of  GFC
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- $100M invested in US Equities would have yielded 
$943M

- $100M in non-US developed market equities would have 
yielded $398M

-$100M in emerging markets would have yielded $318M

$100M in China would have yielded $229M

In spite of  GFC recovery, EU Sovereign debt crisis, downgrading of  
US sovereign debt by S&P, China RMB devaluation in 2015, 
Covid pandemic, Fed 525 basis rate hike in 2022-2023



But what about China? India? Middle East?

14CONFIDENTIAL 2022

- Gap between US and China GDP 
per capital has grown. While China 
has grown relative to ROW; gap 
widened relative to US

- Market cap of  US debt and equity 
market is 7x next largest

US has increased % of  global oil 
production from 8% to 19% in 15 
years and now a net exporter

US produced 22% of  world LNG

US has more arable land than any 
other (158m hectare, India: 155m; 
Russia 122m; China 119m)



Natural Resources, R&D, Functioning Financial Markets = Wealth Creation
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The strongest domestic consumer market yields less export reliance
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Where do you want your Grandchildren to be?
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By The Way….
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- $877B in military spend in 2022; 
greater than next 10 countries 
combined

- Continue to be the Global reserve 
currency (59% of  foreign exchange 
reserves)

- Globalizing has stabilized 



Expectations for strong earnings in 2024 (worst quarters behind us(?)
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- S&P500 P/E (forward 12 months) is at the 90th 
percentile historically; reflects optimism for earnings in 
2024 and an expectation of  11% earnings growth (21% 
above long term median)

- Equity risk premium of  S&P500 relative to 10 yr 
treasury at 80th percentile

Valuations are high; but very little to stand in the way of  
corporate earnings growth particularly as rates recede



Part III.  Landing



Goldman Sachs Outlook for Developed Economies
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Inflation Easing; Housing Trickling down (Source: GS)
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Labor Market Looks Healthy from both Employment and Wages
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- Modest expected increase in unemployment from 3.7% to 4.1%



Household Consumption accounts for 70% of  US GDP
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US Recession Risk Updated 2024
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What Could Go Wrong?
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- Israel / Hamas War expands

- US / China relations worsen and take a misstep

- North Korea aggression (more than normal)

- Ukraine War worsening

- Government shutdowns with a divided government

- Disputed Elections

- New Terrorism


