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U S stocks generally fared well in January, with the S&P 500 Index registering its first all-time high since early 2022.  For the month, the 
S&P gained 1.59%, and the Nasdaq rose 1.02%, although the small-cap Russell 2000 Index suffered a decline of -3.93% and the S&P 

500 Equal Weight Index declined -0.9%.  The broadening stock participation witnessed during the late 2023 market surge led to a narrowing 
rally led by large-cap tech, financials, and healthcare.  Overall, the “Magnificent Seven” did well, but as expected, there has been a dispersion 
of returns within the group. NVDA, META, and MSFT strongly outperformed, while AAPL and TSLA finished the month sharply in the red.  Ten-
year yields spent most of the month retracing some of the fourth quarter’s swoon but ended the month up only  seven basis points to 3.95%.  
The US dollar was broadly stronger, especially against the yen, and WTI crude rose 5.9%, breaking a three-month decline. 

Equity prices continue to be supported by the soft landing narrative that took hold late last year, along with the prospects for lower rates.  The 
recently released fourth-quarter GDP report points to a resilient economy that grew 3.3% for the quarter and over 3% for all of 2023.  Growth 
in the quarter was primarily led by consumer spending and exports, with contributions from government spending, inventories, and residen-
tial and non-residential fixed investment.1  The consumer continues to be a bright spot for the US economy, and we see no change to this 
pattern as long as the labor market remains firm.   

Despite strong economic growth, disinflation continues apace.  The latest Personal Consumption Expenditures (“PCE”) inflation report 
showed that core PCE slowed to 2.9% year-over-year, well above the Fed’s 2% target. Still, both the 3-month and 6-month averages are run-
ning at or below 2%.  We believe this gives the Fed enough ammunition to start cutting rates this spring.  However, in the post-Fed-meeting 
press conference on January 31, Powell suggested that it is unlikely the Fed will start cutting rates in March.  This revelation disappointed 
investors, and stocks had their worst day since October on the last day of the month.  Whether the first cut comes in March or in May, the 
prospects for lower rates should keep any equity softness to a minimum.   

With respect to the Fed’s quantitative tightening (“QT”) program, Powell said that the Fed would commence in-depth discussions about the 
QT process at its next meeting in March.  We believe this means the Fed will most likely start winding down its QT program in the summer, 
reducing another headwind for stock prices.   

 Fourth quarter GDP growth was much stronger than consensus expectations at 3.3% to cap a remarkable year for the US economy.

  Chairman Powell said such action is unlikely to commence in March.
 While the Federal Reserve (the "Fed") remains on course to start cutting rates soon, during his latest post-Fed-meeting press conference

 After some profit-taking to start the year, the S&P 500 made a new all-time high on January 19th for the first time in two years.

Key takeaways:



 2 February 2024 

While we believe stock prices should perform well, sentiment and valuation should cap upside in the near term.  In our view, investors have 
now bought into the “Goldilocks” scenario where inflation will keep trending towards 2%, allowing the Fed to cut rates by 150 basis points in 
2024, which should keep economic growth steady.  The odds of such an outcome have risen, but any unforeseen hiccup to this thesis will 
likely  bring some selling pressure to equities.  Valuation is also becoming more of a concern.  The S&P 500 closed the month trading at a 
forward 12-month P/E ratio of 20, higher than the 5-year average of 18.9 and the 10-year average of 17.6, despite today’s higher rate envi-
ronment.2  Furthermore, the forward P/E ratio is based on consensus earnings growth of 11.2% in 2024, and we believe that number will 
likely to disappoint given the current environment.3  

Overall, the path of least resistance for equities is higher, but much good news is already reflected in the current S&P 500 price.  So far, this 
year’s advance has been narrow, reminiscent of how the market behaved most of last year.  A few themes, like artificial intelligence and 
weight-loss drugs, continue to dominate the discourse while the rest of the market struggles to find its footing.  Normally, a strong economy 
and disinflation is a recipe for small-cap outperformance, but investors continue to crowd into a limited number of large-caps.  If Goldilocks 
proves correct, small-caps could be on the verge of something special. 

2. Butters, John. Earnings Insight, Factset, 2 Feb. 2024, insight.factset.com/hubfs/Resources/Research%20Desk/Earnings%20Insight/EarningsInsight_041417.pdf.  

3. Id. 
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Important Disclosures 

This publication is provided by Element Pointe Family Office (“Element Pointe”) for general information and educational purposes only. Any 
discussion of securities or investment strategies should not be construed as research or investment advice. This material should not be con-
strued as an offer to sell or a solicitation of an offer to buy any security. 

This publication contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks, other uncer-
tainties and factors, actual results may differ materially from the expectations portrayed in such forward-looking statements. Readers are 
cautioned not to place undue reliance on forward-looking statements, which speak only as of their dates. 

Element Pointe does not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information 
prepared by any unaffiliated third party incorporated herein, and takes no responsibility therefore. All such information is provided solely for 
convenience purposes only and all users thereof should be guided accordingly. 

Nothing herein should be construed to limit or otherwise restrict Element Pointe’s investment decisions. Element Pointe customizes the port-
folios it manages to suit the needs of each client. Investment advisory services are only provided to investors who become Element Pointe 
clients pursuant to a written account agreement, which investors are urged to read and carefully consider in determining whether such agree-
ment is suitable for their individual facts and circumstances. 

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. 
Investments in alternative investment strategies is speculative, often involves a greater degree of risk than traditional investments including 
limited liquidity and limited transparency, among other factors and should only be considered by sophisticated investors with the financial 
capability to accept the loss of all or part of the assets devoted to such strategies. Investing in the stock market involves gains and losses and 
may not be suitable for all investors. The indexes mentioned are unmanaged and an investment cannot be made directly into them and do not 
include fees and charges, which would reduce an investor's return. Past performance is no guarantee of future results. 

All expressions of opinion reflect the judgment of the authors as of the date of publication and are subject to change without prior notice. 
There is no guarantee that the views and opinions expressed herein will come to pass.  


