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Market Themes
1. The S&P 500 continued its Q1 rally through June lead by a 

narrow band of securities. The technology and artificial 

intelligence heavy rally has pushed the NASDAQ up an 

impressive 32% YTD helping propel large cap U.S. stocks up for 

the quarter. 

2. One of the most anticipated recessions of all time has yet to 

materialize, though risks are rising. Continued contraction in 

leading economic indictors along with tighter financial 

conditions point to greater potential for slower economic 

growth. 

3. Q2 data continued the moderating inflation trend with the 

Consumer Price Index hitting 4% for the first time since 2021. 

This supports our view the Fed is nearer, if not at, the terminal 

Fed Funds rate. 
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S&P 500 Index Return: The Power of Concentration
Today, the top five constituents of the S&P 500 make up 22.4% of the index and 

has driven 56% of returns YTD. This is the highest level of concentration in the past 

five years and over eight percent higher than the dot com bubble. 

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.

Source: Morningstar, Fiducient Advisors analysis June 30, 2023

Leading Indicators Have Contracted
The LEI index has contracted 15 consecutive months, well in excess of the 

recessionary “redzone” which begins to draw attention after six months of declines. 

Light at the End of the Tunnel
Past rate hiking cycles in the U.S. ended after the terminal Fed Funds Rate 

exceeded inflation. The Fed Funds Rate surpassed the annual inflation rate in May 

marking the first time in this cycle this has occurred. 

May-74 13% 10.1%

May-81 20% 10%

Aug-84 11.75% 4.2%

Feb-84 9.75% 4.7%

Feb-95 6% 2.8%

May-00 6.5% 3.1%

Jun-06 5.25% 4.2%

Dec-18 2.5% 2.2%

May-23 5%* 4.0%

Source: Stategous June 30, 2023
*5% is the Fed Funds Rate of of June 30, 2023. It does not imply 5% will be the terminal rate
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Economic Review
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Consumer Strength Waning? 
Falling real wages coinciding with rising credit card balances may test the resolve 

and ability of the consumer to continue to spend.  

U.S Inflation – Contribution by Component
U.S. inflation hit 4%, the first time since 2001. Shelter contributed almost 70% to 

the May 2023 reading, up from 20% in June 2022. Home prices, a lagged variable 

in the CPI calculation are beginning to show signs of cooling.

Tightening Financial Conditions
Financial conditions have tightened in the wake of central bank policy actions as 

well as other stresses in the banking system. 

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.

Labor Market Strength
Though there could be warning signs ahead for consumer strength, the job 

market remains supportive which may help mitigate the risk of an extreme 

recession. 
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Asset Class Returns
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Fixed Income (2Q)

- Volatility in interest rate markets continued in the 
second quarter, as investors grappled with the future of 
Fed policy. Ultimately, rates ended higher, providing a 
headwind for bonds.

+ Credit sectors generally fared well, as spreads 
compressed through the quarter on improved 
sentiment. 

- Inflation continued to moderate during the quarter and 
posed a headwind for TIPS. Weakness in the U.S. 
Dollar was a tailwind for foreign bonds but persistent 
inflation outside the U.S. muted returns.

Equity (2Q)
+ Equity markets posted gains broadly. In the U.S., 
large cap outperformed on strong mega-cap tech 
returns. Small cap fared well amid improving sentiment 
and strong value sector performance. 

+ Non-U.S. developed posted positive returns during 
the quarter. Strength in Europe and Japan contributed 
to returns. A falling dollar provided an added tailwind.

+ Emerging market equity posted a modest positive 
return. Concerns over China’s economic growth offset 
positive returns in Europe. 

Real Asset / Alternatives (2Q)
+ U.S. REITs gained with strength in residential and 
data centers. However, clouds still linger over the office 
market.

- Commodity markets took a step back in the quarter, 
largely driven by a pullback in the energy sector and 
industrial metals. 

+ Hedge Funds saw modest gains for the first two 
months of the year. 

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.
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Fixed Income Market Update
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U.S. Treasury Yield Curve
Interest rate volatility continued during the quarter. The Fed raised their target 

rate by 25 bps in May but paused in June. Despite the pause, hawkish 

communication from The Fed drove rates higher. 

Corporate Market Spreads – Trailing 5 Years
Corporate spreads tightened with both investment grade and high yield below 

10-year averages. Strong fundamentals and robust interest coverage ratios 

were beneficial to sentiment. 

Index Performance Attribution (2Q 2023)
Non-government sectors, relative to similar duration Treasuries were positive in 

the quarter. Corporate high yield strength led to spread tightening which 

benefitted returns. Developed market foreign bonds lagged amid higher inflation 

and further monetary tightening. 

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.
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Current Yield-to-Worst vs. 1 Year Ago
Short fixed income yields have seen a large jump from one year ago on the back 

of Fed policy. While performance has suffered over the last year, the prospect for 

fixed income going forward looks more attractive at current levels.
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Equity Market Update
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U.S. Equities – Return by Sector (2Q 2023)
Equities were narrowly driven by mega-cap growth related stocks in the information 

technology and consumer sectors. Financials saw a strong rebound as banking 

sector disruption abated. 

Equity Valuations (Trailing PE – Last 15 Years)
Valuations edged higher as prices rose and earnings fell. The U.S. market ends 

near peak levels levels compared to the last 15 years, while international and 

EM look more attractive on an absolute and relative basis.

Country Total Returns (%) – Top 10 Largest Economies
Global equity markets continued gains during the quarter. Emerging markets were a standout with India outperforming the U.S. and developed markets. Developed 

markets broadly continue to struggle with persistently high inflation and muted growth expectations. China saw negative returns as the country continues to struggle with 

growth due to the pace of their economy re-opening.

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.
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Real Assets Market Update
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REIT Sector Performance
There was wide variation in property type performance for the quarter. A robust 

residential housing market bolstered returns and hospitals improved as activity 

continues to increase post-COVID. The office market continues to be plagued by 

the “new” hybrid work environment and subsequent lower demand for office 

space, which has conversely benefitted data centers. 

Commodity Performance
Commodities struggled in the quarter. Industrial metals fell on overall weaker 

global growth expectations and lower expected demand. Energy and 

Agriculture held in on robust gasoline prices and booming soybean prices, 

respectively. 

See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.
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The Case for Diversification
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See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.
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13.6

Emerging Markets

18.2

U.S. Small Cap

38.8

U.S. Equity REITs

30.1

U.S. Equity REITs

3.2

U.S. Small Cap

21.3

Emerging Markets

37.3
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4.8
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31.5
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20.0
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Commodities
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16.7
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9.3
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U.S. Large Cap
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13.8

Municipals 5-Year

2.4

High Yield

17.1

International Dev.

25.0

Municipals 5-Year

1.7

U.S. Equity REITs

26.0

U.S. Large Cap

18.4

Commodities

27.1

Municipals 5-Year

-5.3

International 
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11.7

U.S. Small Cap

8.3
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8.3
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13.7

High Yield Munis

1.8

U.S. Large Cap

12.0

U.S. Large Cap

21.8

Foreign Bond

0.5

U.S. Small Cap

25.5

Emerging Markets

18.3

US Large Cap

26.5

Hedge Funds
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8.1

U.S. Equity REITs

6.4

Core Bond

7.8

International Dev.
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Balanced
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Core Bond

6.0

U.S. Large Cap

1.4

Commodities

11.7

EM Debt 

(unhedged)
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Core Bond

0.0

International Dev.

22.5

TIPS

11.0

US Small Cap

14.8
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-11.2

EM Debt (unhedged)

7.8
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5.4

Municipals 5-Year

6.9

EM Debt 

(unhedged)

16.9

Hedge Funds

9.0
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5.1

Core Bond
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Emerging Markets

11.2

U.S. Small Cap

14.6
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-1.3

Emerging Markets

18.4

Balanced

8.8

International Dev.

11.3

EM Debt (unhedged)

-11.7
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7.0

Balanced

4.9

High Yield

5.0

U.S. Small Cap

16.3

High Yield

7.4

U.S. Small Cap

4.9

Hedge Funds

-0.3

EM Debt 

(unhedged)

9.9

Balanced

13.6

High Yield

-2.1

Balanced

17.5

International Dev.

7.8

Balanced

9.8

TIPS

-11.8

High Yield

5.4

High Yield

4.4

Foreign Bond

4.2

U.S. Large Cap

16.0

U.S. Equity REITs

2.5

TIPS

3.6
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-0.8

U.S. Equity REITs

8.5
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9.7

Hedge Funds
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High Yield

14.3

Core Bond

7.5
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-13.0
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-0.4

Commodities

1.7

Emerging Markets

-14.6

Municipals 5-Year
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Commodities

-7.8

Commodities

-1.0

Sources: Morningstar, FactSet. As of June 30, 2023. *Periods greater than one year are annualized. Total returns in U.S. dollars. Hedge Funds as of May 31, 2023.
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See disclosures for list of indices representing each asset class. Past performance does not indicate future performance and there is a possibility of a loss. 

Indices cannot be invested in directly.

Global Fixed Income Markets QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

Bloomberg 1-3-Month T-Bill 1.2% 2.3% 3.7% 1.3% 1.5% 1.3% 1.0% 0.7%

Bloomberg U.S. TIPS -1.4% 1.9% -1.4% -0.1% 2.5% 2.0% 2.1% 2.9%

Bloomberg Municipal Bond (5 Year) -0.7% 1.2% 1.5% -0.6% 1.4% 1.1% 1.7% 2.8%

Bloomberg High Yield Municipal Bond 1.7% 4.4% 2.9% 1.8% 2.8% 3.2% 4.2% 4.9%

Bloomberg U.S. Aggregate -0.8% 2.1% -0.9% -4.0% 0.8% 0.4% 1.5% 2.7%

Bloomberg U.S. Corporate High Yield 1.7% 5.4% 9.1% 3.1% 3.4% 4.5% 4.4% 6.6%

Bloomberg Global Aggregate ex-U.S. Hedged 0.7% 3.6% 1.5% -2.2% 1.0% 1.0% 2.5% 3.3%

Bloomberg Global Aggregate ex-U.S. Unhedged -2.2% 0.8% -1.8% -5.9% -2.7% -2.1% -0.9% 0.3%

Bloomberg U.S. Long Gov / Credit -1.3% 4.4% -2.6% -8.6% 0.7% 0.2% 2.9% 4.7%

JPMorgan GBI-EM Global Diversified 2.5% 7.8% 11.4% -1.4% 0.3% 0.8% -0.6% 1.8%

Global Equity Markets QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

S&P 500 8.7% 16.9% 19.6% 14.6% 12.3% 13.4% 12.9% 10.9%

Dow Jones Industrial Average 4.0% 4.9% 14.2% 12.3% 9.6% 12.3% 11.3% 10.4%

NASDAQ Composite 13.1% 32.3% 26.1% 12.0% 13.9% 17.2% 16.2% 13.9%

Russell 3000 8.4% 16.2% 19.0% 13.9% 11.4% 12.9% 12.3% 10.6%

Russell 1000 8.6% 16.7% 19.4% 14.1% 11.9% 13.2% 12.6% 10.8%

Russell 1000 Growth 12.8% 29.0% 27.1% 13.7% 15.1% 16.9% 15.7% 12.9%

Russell 1000 Value 4.1% 5.1% 11.5% 14.3% 8.1% 8.9% 9.2% 8.4%

Russell Mid Cap 4.8% 9.0% 14.9% 12.5% 8.5% 10.1% 10.3% 9.6%

Russell Mid Cap Growth 6.2% 15.9% 23.1% 7.6% 9.7% 12.0% 11.5% 10.2%

Russell Mid Cap Value 3.9% 5.2% 10.5% 15.0% 6.8% 8.2% 9.0% 9.0%

Russell 2000 5.2% 8.1% 12.3% 10.8% 4.2% 8.8% 8.3% 8.4%

Russell 2000 Growth 7.1% 13.6% 18.5% 6.1% 4.2% 9.3% 8.8% 8.9%

Russell 2000 Value 3.2% 2.5% 6.0% 15.4% 3.5% 7.7% 7.3% 7.7%

MSCI ACWI 6.2% 13.9% 16.5% 11.0% 8.1% 9.9% 8.8% 6.6%

MSCI ACWI ex. U.S. 2.4% 9.5% 12.7% 7.2% 3.5% 6.3% 4.7% 2.9%

MSCI EAFE 3.0% 11.7% 18.8% 8.9% 4.4% 6.9% 5.4% 3.4%

MSCI EAFE Growth 2.8% 14.2% 20.2% 6.3% 5.4% 7.4% 6.4% 4.1%

MSCI EAFE Value 3.2% 9.3% 17.4% 11.3% 2.9% 6.0% 4.1% 2.4%

MSCI EAFE Small Cap 0.6% 5.5% 10.2% 5.7% 1.3% 5.7% 6.2% 4.9%

MSCI Emerging Markets 0.9% 4.9% 1.7% 2.3% 0.9% 5.0% 3.0% 1.8%

Alternatives QTD YTD 1YR 3YR 5YR 7YR 10YR 15YR

Consumer Price Index* 0.5% 1.4% 4.1% 5.8% 3.9% 3.4% 2.7% 2.3%

FTSE NAREIT Equity REITs 2.6% 5.4% -0.1% 8.9% 4.6% 3.5% 6.4% 6.8%

S&P Real Assets -0.2% 1.7% 0.7% 6.2% 3.4% 3.9% 3.8% 4.1%

FTSE EPRA NAREIT Developed 0.5% 1.6% -3.6% 4.3% 0.8% 1.7% 3.8% 4.1%

FTSE EPRA NAREIT Developed ex U.S. -2.8% -4.3% -8.7% -2.0% -3.2% -0.1% 1.2% 1.7%

Bloomberg Commodity Total Return -2.6% -7.8% -9.6% 17.8% 4.7% 3.4% -1.0% -4.7%

HFRI Fund of Funds Composite* 0.5% 1.2% 1.2% 5.4% 3.0% 3.8% 3.1% 1.9%

HFRI Asset Weighted Composite* 0.9% 0.3% -1.4% 6.2% 3.2% 4.0% 3.5% 3.4%

Sources: Morningstar, FactSet. As of June 30, 2023. *Consumer Price Index and HFRI indexes as of May 31, 2023.

    Financial Markets Performance
Total Return as of June 30, 2023

Periods greater than one year are annualized

All returns are in U.S. dollar terms



Advisory services offered through Veracity Capital, LLC, a registered investment advisor. Information presented is for educational purposes only and does not intend to make an offer 
or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be 
sure to first consult with a qualified financial advisor and tax professional before implementing any strategy discussed herein. Past performance is not indicative of future 
performance.

This performance report provides information regarding the accounts managed by Veracity Capital, LLC, in accordance with your investment objectives. You should communicate any 
changes to your current investment objectives or financial condition to Veracity Capital, LLC.

Past performance is not indicative of future performance. Principal value and investment return will fluctuate.  No guarantees or assurances that the target returns will be achieved, 
or objectives will be met are implied. Future returns may differ significantly from past returns due to many different factors.  Investments involve risk and the possibility of loss of 
principal. The values and performance numbers represented in this report do not reflect management fees. The values used in this report were obtained from sources believed to be 
reliable. Veracity Capital, LLC, calculated performance numbers using data provided. Please consult your custodial statements for an official record of value.

This information may be taken, in part, from external sources. We believe these external sources to be reliable, but no warranty is made as to accuracy. This material is not financial 
advice or an offer to sell any product. There is no guarantee of the future performance of any Veracity Capital, LLC, portfolio. The investment strategies discussed may not be suitable 
for all investors. Before investing, consider your investment objectives and Veracity Capital, LLC, charges and expenses. All investment strategies have the potential for profit or loss.

Benchmarks: The index / indices used by Veracity Capital, LLC, have not been selected to represent an appropriate benchmark to compare an investor’s performance, but rather are 
disclosed for informational purposes. Detailed information regarding the indices is available upon request. The volatility of the indices may be materially different than that of the 
portfolio.

Veracity Capital, LLC, is a registered investment advisor. Registration does not imply a certain level of skill or training. More information about Veracity Capital, LLC, including its 
advisory services and fee schedule, can be found in Form ADV Part 2 which is available upon request.

Disclosure
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