
 

 

 
 

THIS MATERIAL IS FOR INSTITUTIONAL/BROKER-DEALER USE ONLY. NOT FOR DISTRIBUTION OR USE WITH THE PUBLIC.  

 

                                                                                                                                                                                                                                                                       

 

John Hancock Investment Management 

200 Berkeley Street 
Boston, MA  02116 

  

Weekly recap – May 19, 2023 
 
Stocks up and bonds down on the week. The S&P 500 outperformed MSCI EAFE and MSCI Emerging Market indices. The 
best performing sectors in the S&P 500 were technology, communications, and consumer discretionary. Across U.S. 
Russell style & market cap indices, large-cap growth did the best, and the quality factor led more broadly.   
 
As for fixed income, the 10 yr. treasury yield rose 23 bp on the week to 3.69% and the 2/10 treasury yield spread 
inverted further to -58 bps. The best performing parts of the bond market were preferreds, bank loans, and high yield. 
High yield bond spreads were roughly flat on the week at 477 bps but are still below their 20-year average of 500 bps. 
 
Themes of the week: Economic data mixed, but debt ceiling talks improving spurs more risk-on sentiment globally. 
Overall, the global economic surprise index (how economic data is coming in relative to expectations) kept falling over 
the week. The U.S. Empire regional manufacturing survey/retail sales/leading economic indicators (-8.04% year-over-
year), Eurozone industrial production, the German ZEW, China industrial product/retail sales all came in below 
estimates. Bright spots across economic data were that U.S. housing data came in-line/a little better than estimates and 
initial jobless claims fell back to 242k from 264k last week (perhaps the fraudulent claims were reversed). Taken in 
isolation this string of economic data would not typically justify the massive risk-on move in markets this week from 
treasury bond prices falling/yields rising and global equities rising. However, positive developments on debt ceiling talks 
likely unlocked risk-on sentiment. 
 
Members of congress met with the President and the tone coming out of one of the meetings was much more positive. 
“We’re not there … but I see the path,” McCarthy said this week, adding that it would be “important” to have an 
agreement “by sometime this weekend.” With that said, talks through the weekend were less positive in terms of 
progress. In addition, a headline from Yellen hit on Friday, “more bank mergers may be necessary as the industry 
continues to navigate through a crisis.” Regardless, over the week the VIX (an equity fear gauge proxy) fell to ~15, global 
equities rallied, and treasury bond yields rose as prices fell. The recent developments do not change the broader macro 
picture much nor where we are in the economic cycle, but we are seeing again a sentiment shift in the market pricing of 
economic risk. We have likely gone back to the consensus pricing of little recession risk or termed “no landing.” In our 
view, playing sentiment back and forth will cause investors to be overly tactical in a time when it is best to stick to the 
fundamentals and the cycle. In terms of the Fed, the bond market is still suggesting a hold in June after the headline 
deluge on Friday, but one rate cut has been priced out for September, now two cuts of 0.25% are priced into November 
and December. 
 
Economic/earnings releases to watch this week: 
 

• Monday – Eurozone consumer confidence, prelim Japan PMI 

• Tuesday – Eurozone prelim PMIs, US prelim PMIs 

• Wednesday – UK PPI, German Ifo, FOMC minutes 

• Thursday – U.S. initial jobless claims 

• Friday – U.S. PCE 
 
Balanced portfolio comeback: Stock/Bond correlation normalizing 
 
As equities rally to year-to-date highs, fixed income has seen some weakness again. The 10 yr. treasury yield remains in 
a volatile range of 1.0% since Q3 of 2022. The high being 4.22% and the low being 3.29%, we closed the week on 
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another bounce here to 3.69%. The recent back up in bond yields may not be all bad news though as it has come with 
the recent diversification from equities. The correlation between stocks and bonds has dropped to more normalized 
levels over the last several months. In the chart below, we show the correlation between the S&P 500 and the U.S. 
Aggregate Bond index over rolling 90-day windows. The 10 yr. average correlation is -0.19, it ended last week 
representing the prior 90 days at -0.18. It had reached as high as 0.51 in January of this year, the highest level reached 
since September of 1999. Bonds have started to act more like bonds again. While the sentiment right now is risk-on, the 
fact that bonds are acting likely diversifiers suggests bonds can make a comeback if a risk-off environment arrives. 
 
High quality bond yields have risen again with the U.S. Aggregate bond index yielding 4.6%, MBS 4.7%, and investment 
grade corporates 5.4%. In terms of prices, the U.S. Aggregate is now trading at $90, MBS $88, and investment grade 
corporates $90. Higher yields, discounted prices, and greater diversification benefits are making bonds more attractive 
to us as of late, not the other way around.  
 

 
Earnings Corner – S&P 500 P/E up; EPS revisions up 

The forward P/E on the S&P 500 was flat on the week at 18.21x. The next 12-month earnings per share estimates were 
up to $230.90, the low was May 2020 at $141.99, the high was $240.28 June 2022, and the level prior to the pandemic 
was $178.61 February 2020. Below are global consensus earnings growth estimates on a year-over-year basis for Q1 
(blended), Q2, 2023, and 2024: 
 

• S&P 500 – Q1: -2.32%, Q2: -6.71%, 2023: +0.99%, 2024: +11.81% 

• MSCI EAFE – Q1: +21.32%, Q2: -15.17%, 2023: +1.04%, 2024: +6.76% 

• MSCI EM – Q1: -7.11% Q2: -8.90%, 2023: +1.86%, 2024: +13.95% 

New Debt Ceiling Blog: https://www.jhinvestments.com/viewpoints/market-outlook/As-debt-limit-breached-
investors-take-caution 

New Q2 2023 Market Intelligence Mid quarter update: https://www.jhinvestments.com/resources/all-
resources/other/market-intelligence 

Our investment strategists 
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As co-chief investment strategists, Emily and Matt are responsible for developing and delivering timely market and 
economic insight to financial professionals and institutional investors across the country. Together, they lead the 
development of John Hancock Investment Management’s flagship quarterly market outlook, Market Intelligence. In 
doing so, they combine insight from the firm’s global network of asset managers, independent research firms, broker-
dealers, and banks with top-down fundamental and macro analysis. They’re featured regularly on CNBC and Bloomberg 
TV and are quoted frequently in the financial press. 
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Important disclosures 

Views are those of Matt Miskin and/or Emily Roland of John Hancock Investment Management Distributors LLC and are 

subject to change and not intended as investment advice. No forecasts are guaranteed. The commentary is provided for 

informational purposes only, is subject to change as market and other conditions warrant, and is not an endorsement of 

any security, mutual fund, sector, or index. Any economic or market performance is historical and is not indicative of 

future results. Investing involves risks, including the potential loss of principal. 
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