
   
 

 
 
 

First Quarter 2023  

Global Market and Economic Perspective 

Global Economic Commentary 

 The biggest news during the first quarter of 2023 revolved around the failures of two banks: Silicon 
Valley and Signature. Losses on longer-term bonds due to higher interest rates, coupled with 
substantial deposits in excess of the FDIC-insured limit, led to a classic bank run. As depositors fled, 
these banks needed to generate liquid funds to make payments, but their assets were insufficient to 
satisfy the withdrawals. The Fed, FDIC, and Treasury stepped in to make all depositors whole, 
regardless of the amount of their uninsured deposits. 

 In addition, several other regional banks came under pressure due to problems in their commercial real 
estate lending. The was a result of a combination of low occupancy from “work from home” and 
building owners’ needing to refinance mortgages at higher interest rates. 

 Real GDP growth in the US slowed from its 2022 pace, with annualized growth well under 2.0%. 
Although retail spending declined in February and March, the consumption component of GDP 
remained strong, due to resilient spending on durable goods and on services. Investment spending was 
weak, with declines in residential investment and equipment purchases. 

 Growth elsewhere was a mixed picture, with GDP barely growing in the Eurozone, but China 
experiencing a rebound in excess of 4%. 
 

 
 Notes: Emerging market economic statistics are estimated by region using eight countries, which represent roughly 80% of the MSCI Emerging Market Equity Index.
              Recent observations may be estimated where reporting lags make official data unavailable at the time of this report.
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Global Equity and Currency Commentary 

 In the first quarter, US and non-US developed equity markets produced similar strong returns, despite 
expectations in many markets that interest rates were likely to continue rising and, as a result, economies 
were likely to weaken. 

 Returns in emerging market equities were weaker although still positive. Many of these markets had 
positive returns, but returns in several of the larger ones, including Brazil and India, were negative 
during the quarter. 

 Large-cap growth stocks in the US turned in an outstanding performance in the first quarter, as shares 
in many of the big tech companies reversed some of the ground they gave up last year. 

 Moderate weakness in the US dollar against many currencies boosted returns to non-US equities slightly. 
This was a turnaround from 2022, when dollar strength compounded the losses in non-US equity 
markets. 

 

 

3/31/2023 3 Month YTD 1 Year 3 Year
United States

USA (All Cap) 7.2% 7.2% -8.9% 18.2%
USA Growth  17.3% 17.3% -12.4% 18.4%

USA Value  -1.2% -1.2% -6.6% 16.2%
USA SC Growth  7.7% 7.7% -9.4% 17.3%

USA SC Value  -0.1% -0.1% -9.2% 23.2% 3 Month YTD 1 Year 3 Year
Foreign Developed

World x-USA 8.0% 8.0% -2.7% 13.5% 7.1% 7.1% 2.7% 14.8%
Europe  10.6% 10.6% 1.4% 15.0% 8.6% 8.6% 5.0% 15.1%
Far East  5.3% 5.3% -5.1% 7.1% 6.0% 6.0% 2.3% 13.5%

Australia  2.8% 2.8% -9.2% 20.2% 4.1% 4.1% 1.8% 16.6%
Canada  4.3% 4.3% -13.1% 18.5% 4.2% 4.2% -5.8% 16.5%

Emerging Markets
Emerging 4.0% 4.0% -10.7% 7.8% 3.8% 3.8% -6.6% 8.8%

Asia  4.8% 4.8% -9.4% 7.1% 5.0% 5.0% -5.2% 8.3%
Latin America  3.9% 3.9% -11.1% 18.1% -1.3% -1.3% -9.6% 14.7%

EMEA  -1.1% -1.1% -17.8% 5.6% 0.1% 0.1% -12.3% 8.2%
Annualized if greater than one year

Current
3/31/2023 Level 3 Month YTD 1 Year 3 Year

Developed
Euro (€) 1.08 1.3% 1.3% -2.1% -0.6%

British Pound (£) 1.23 2.1% 2.1% -6.1% -0.2%
Japanese Yen (¥) 133 -1.3% -1.3% -8.4% -6.8%

Canadian Dollar (C$) 1.35 0.3% 0.3% -7.5% 1.3%
Emerging

Chinese Renminbi (CNY) 6.87 0.4% 0.4% -7.8% 3.0%
Korean Won (KRW) 1302 -3.2% -3.2% -6.9% -6.4%
Brazilian Real (BRL) 5.06 4.4% 4.4% -6.4% 2.8%

South African Rand (ZAR) 17.80 -4.3% -4.3% -17.9% 0.2%
Annualized if greater than one year
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US Fixed Income and Fed Commentary 
 In response to the failures of Silicon Valley Bank and Signature Bank, the Fed provided substantial 

liquidity to the banking system. By early March, the Fed’s balance sheet had shrunk by 7% from its 
peak of nearly $9 trillion a year earlier; however, the additional liquidity led to its assets expanding 
once again, by nearly $400 million in a matter of a few days. 

 Despite bank stresses and the increased provision of funds, the Fed continued to raise the Fed funds 
policy interest rate. However, the two increases in the first quarter (in February and March) were only 
25 basis points each. This stood in stark contrast with the six previous increases, which were 50 and 75 
bps each. 

 Bond investors took these smaller increases as a positive sign – that the Fed is nearing the end of the 
rate-hike cycle. As expectations grew more optimistic regarding the path of rates, Treasury yields 
declined for most maturities and credit spreads narrowed for most sectors. Falling yields meant that 
bonds enjoyed strong returns during the first quarter, although the gains were insufficient to offset 
negative returns experienced in 2022. Fears of a debt-limit crisis appeared to have little or no effect on 
Treasury bond yields during the quarter. 

 The increases in short-term interest rates also kept the yield curve inverted, with short rates above 
rates on longer-term fixed income instruments. In the past, an inverted curve has often been a signal of 
impending recession, although this could be a case of “predicting nine of the last five recessions” (to 
paraphrase Paul Samuelson). 

 

Current Dec-23 Dec-24 Dec-25 Dec-25 Long Run
Lower 4.83% 5.10% 3.90% 2.90% 2.90% 2.40%

Median 4.83% 5.10% 4.30% 3.10% 3.10% 2.50%
Upper 4.83% 5.60% 5.10% 3.90% 3.90% 2.60%

Current 6 Month 1 Year 2 Year 3 Year 4 Year 5 Year
4.83% 4.90% 4.33% 3.17% 2.77% 2.58% 2.45%

Notes
  Upper and lower bands show central tendency for FOMC projections.
  Market implied Fed Funds rates are risk adjusted.

Current
Level 3 Month YTD 1 Year 3 Year

Short 3.97% -0.36% -0.36% 1.60% 3.67%
Intermediate 3.55% -0.36% -0.36% 1.13% 2.98%

Long 3.77% -0.31% -0.31% 1.21% 2.45%

Yield 8.52% -0.44% -0.44% 2.50% -0.93%
Spread  4.52% -0.16% -0.16% 1.31% -4.28%

Short 2.40% -0.29% -0.29% 0.42% 1.18%
Intermediate 2.64% -0.34% -0.34% 0.31% 1.13%

Long 3.51% -0.31% -0.31% 0.67% 1.50%

Tax-Exempt Muni.

US Bond Yield and Spread History (Bloomberg)
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