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Investment Insights Monthly

At the stock level, the second-quarter earnings season 

was “better than feared” by investors with the earnings 

beat rate above the five-year average. The oft-cited 

“Magnificent Seven” stocks turned in a mixed month. 

Nvidia rose following another blowout quarterly report, 

while Google and Amazon also ended the month higher. 

Elsewhere, Meta, Apple, Tesla and Microsoft all ended 

the month of August lower. This is a change of pace 

from the first half of the year when the seven stocks 

accounted for roughly 75% of the S&P 500 gain. 

U.S. equities declined in the month of August amid an 

increase in bond yields as the 10-year Treasury hit its 

highest level (4.34%) since the Great Financial Crisis. 

The S&P 500 and Nasdaq posted negative returns for 

the first time since February with the indices losing 1.8% 

and 2.2%, respectively. The Dow fell 2.4%, while the 

Russell 2000 slipped 5.2%. The lone S&P 500 sector to 

end the month in positive territory was Energy as WTI 

Crude rallied for a third straight month. 

Stocks Fall, Black Gold Booms
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Economic data in the month of August seemed to fit in the camp of a pausing U.S. Federal Reserve (Fed) and softer 

landing. GDP growth has continued to surprise to the upside in 2023 on the heels of strong consumer spending. This 

has been driven by an acceleration in real income growth and was reiterated by the August nonfarm jobs report, which 

showed increases in the labor-force participation rate and hourly earnings. The report also revealed a tick up in the 

unemployment rate, while job gains were in line with expectations. A cooling labor market along with signs of softening 

job creation from a weak July Job Openings and Labor Turnover Survey, or JOLTS, report helped coincide with investor 

calls for a soft landing and a pause to interest-rate hikes. 

Due to the Fed being data-dependent, they tend to look at three data sets: the labor market, economic growth and 

inflation. A cooling labor market, coupled with GDP growth in line with pre-pandemic levels, is a good combination for a 

soft landing. However, the central bank still needs inflation to return to its target range of near 2%. Markets now look to 

the September Consumer Price Index (CPI) report for any indication if the disinflationary narrative will continue. 

The short end of the yield curve was little changed from the prior month, while longer dated U.S. Treasuries shifted 

upward. As of August 21, the 30-year bond rate hit 4.45%, the highest level in more than 10 years. Bond yields have 

since given back some of the runup in rates since putting in a new 2023 high, but this may be a sign that the bond market 

expects higher rates to be here for longer. 

S&P 500 Sector Performance (August and Year-to-Date)

As of September 1, 2023 
Source: Morningstar
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As of August 21, 2023 
Source: Morningstar

Change in Yield Curve 

Oil Production Cuts Flow Through
In commodities, higher oil prices garnered investor attention in August with WTI rising for its third straight month and 

into the first week of September. In fact, WTI Crude oil has rallied 30% from its low on March 17, hitting its highest level 

since November of last year. The rally in WTI Crude oil prices was partially due to an unexpected Saudi Arabia and Russia 

announcement to extend oil production cuts through the end of this year. These extended cuts are on top of April cuts 

agreed to by several OPEC+ nations, which also extend through the end of 2023.

This comes at a time when the U.S. is looking to replenish its Strategic Petroleum Reserve (SPR). The SPR has been drawn 

down to a four-decade low amid releases to bolster supply in an attempt to lower prices in 2022 amid the Russia-Ukraine 

war. The U.S. is now looking to refill these reserves around $70-$80 per barrel and will be contributing to oil demand at 

those levels rather than offering supply relief this go-round. 
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U.S. Strategic Petroleum Reserves 

As of September 1, 2023  
Source: Jefferies

If higher oil prices are sustained, it could drill a hole right through the Fed’s plan for lower inflation, pushing any rate cuts 

that market participants have been hoping for out further into 2024 and beyond. Historically, oil prices, when compared 

to the long-term inflation rate (measured by the 5-year TIPS breakeven yield), have been positively correlated. This can 

be seen in the chart below going back to the post-pandemic rise in oil prices until the recent divergence of the two 

indicators. Furthermore, WTI Crude prices since the start of the year have been largely disinflationary for headline 

inflation. At the current price level WTI Crude oil prices will start to move above its price 12 months ago. Thus, turning 

that disinflationary force into, once again, an inflationary force. To be clear, energy prices are very volatile and there is 

no guarantee that current levels will hold. Additionally, energy is one small piece of broader inflation gauges, such as the 

Consumer Price Inflation (CPI) index. 
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WTI Crude Oil Price vs. Long-Term Inflation Breakeven

Higher fuel prices, however, do have a knock-on effect that can contribute to broader inflation. For example, jet fuel 

prices are 20% higher since July. The question is if companies affected by higher fuel costs will try to pass this cost onto 

consumers and, more importantly, if the consumer can take more price increases without cutting back. In the midst of 

all this, student loan payments have resumed, leaving uncertainty on how this added cost will weigh on some 43 million 

borrowers. These are just a few wrinkles that could impact GDP growth going forward and curtail the Fed’s plans for a 

soft landing in 2024.

As of September 6, 2023 
Source: Ycharts
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Fixed Income
• Treasury and sovereign debt yields continued their trek higher in August and that led to losses in core fixed income

and municipal bonds.
• Although credit spreads widened a bit last month, higher carry more than offset any losses.
• Bonds outside the U.S. were also impacted by U.S. dollar strength versus most developed and emerging currencies. 

Equities
• Equities fell across the board in August, but after posting sharp losses during the first half of the month, prices

rallied over the final two weeks.
• Growth beat value in large caps, but value led growth across small caps.
• Small-cap stocks lagged large-cap stocks by a fairly wide margin in August.
• Non-U.S. equities posted losses in both local and U.S. dollar terms last month and underperformed U.S. equities

in August. Unlike the U.S., small caps led large caps.
• Value also outperformed growth within Europe, Australasia and Far East (EAFE) equities.
• The stronger U.S. dollar cost investors 200 basis points (bps) in EAFE equities and 148 bps within emerging- 

market equities.

Asset Class Returns 
Comparing Recent 1-Year and Year-to-Date Total Returns

As of August 31, 2023  
Source: Conway Investment Research 
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August 31, 2023 MTD QTD YTD 1-Year 3-Year 5-Year 10-Year

Fixed Income Indices

Barclays U.S. Treasury Bill 1-3 Month 0.46% 0.90% 3.25% 4.38% 1.61% 1.65% 1.05%

Barclays Municipal -1.44% -1.05% 1.59% 1.70% -1.32% 1.52% 2.81%

BBgBarc U.S. Govt/Credit Intermediate 0.35% 0.78% 1.92% 1.57% -0.70% 1.21% 1.05%

Barclays U.S. Aggregate -0.64% -0.71% 1.37% -1.19% -4.41% 0.49% 1.48%

Barclays U.S. High Yield 0.28% 1.66% 7.13% 7.16% 1.81% 3.32% 4.47%

S&P/LSTA Leveraged Loan 1.17% 2.47% 9.11% 9.42% 5.97% 4.40% 4.22%

Barclays Global Aggregate -1.37% -0.68% 0.74% -0.09% -6.12% -1.21% 0.06%

JPM GBI EM Global Diversified -2.69% 0.11% 7.92% 11.34% -2.25% 1.20% -0.07%

U.S. Equity Indices

DJ Industrial Average -2.01% 1.36% 6.37% 12.58% 9.08% 8.31% 11.43%

S&P 500 -1.59% 1.57% 18.73% 15.94% 10.52% 11.12% 12.81%

NASDAQ Composite (Price) -2.17% 1.79% 34.09% 18.78% 6.03% 11.59% 14.61%

Russell 1000 -1.75% 1.63% 18.58% 15.40% 9.93% 10.77% 12.55%

Russell 1000 Growth -0.90% 2.44% 32.17% 21.94% 8.25% 13.81% 15.63%

Russell 1000 Value -2.70% 0.72% 5.88% 8.59% 11.59% 7.11% 9.15%

Russell Mid Cap -3.47% 0.36% 9.40% 8.38% 9.25% 7.35% 10.04%

Russell 2500 -3.93% 0.85% 9.72% 6.64% 9.52% 5.43% 9.13%

Russell 2000 -5.00% 0.81% 8.96% 4.65% 8.12% 3.14% 7.96%

Russell 2000 Growth -5.21% -0.77% 12.68% 6.78% 2.67% 2.46% 8.17%

Russell 2000 Value -4.81% 2.37% 4.94% 2.17% 13.54% 3.18% 7.36%

Non-U.S. Equity Indices

MSCI World -2.35% 0.96% 16.54% 16.21% 8.93% 8.88% 9.86%

MSCI ACWI -2.75% 0.83% 15.22% 14.53% 7.73% 7.99% 9.12%

MSCI ACWI Ex-U.S. -4.50% -0.58% 9.22% 12.49% 4.49% 3.83% 4.87%

MSCI EAFE -3.82% -0.70% 11.35% 18.55% 6.58% 4.65% 5.43%

MSCI EAFE Growth -4.68% -2.81% 11.26% 15.62% 2.57% 4.82% 6.16%

MSCI EAFE Value -2.95% 1.48% 11.52% 21.63% 10.43% 4.07% 4.46%

MSCI Europe -3.95% -0.99% 13.07% 23.31% 8.13% 5.51% 5.59%

MSCI Japan -2.42% 0.53% 13.84% 15.77% 4.26% 3.49% 5.81%

MSCI AC Asia -4.92% -0.16% 6.60% 5.33% -0.16% 1.96% 5.09%

MSCI EAFE Small Cap -3.31% 0.99% 6.94% 9.70% 2.83% 1.95% 6.07%

MSCI ACWI Ex-U.S. Small Cap -2.76% 2.22% 9.55% 10.57% 5.39% 3.56% 5.97%

MSCI Emerging Markets -6.13% -0.22% 4.86% 1.69% -1.01% 1.36% 3.37%

MSCI EM Asia -6.14% -0.21% 3.97% 0.12% -2.65% 1.52% 4.99%

MSCI China -8.95% 0.93% -4.51% -7.36% -14.14% -3.75% 2.66%

MSCI EM Eastern Europe -6.02% 0.99% 26.57% 52.10% -32.86% -20.27% -10.20%

MSCI EM Latin America -7.22% -2.42% 16.04% 18.96% 14.50% 4.69% 1.68%

MSCI EM Small Cap -1.31% 5.24% 16.53% 13.63% 11.32% 6.65% 5.84%

MSCI Frontier Markets -0.89% 6.13% 12.04% 0.93% 3.69% 2.74% 3.35%

Hedge Fund Indices

IQ Hedge Multi-Strategy -0.43% 1.56% 7.05% 7.52% 0.98% 1.93% 2.80%

Real Assets Indices

FTSE NAREIT Composite -3.26% -1.22% 1.90% -7.60% 4.32% 3.42% 7.10%

Alerian MLP 0.47% 6.45% 16.78% 18.78% 34.84% 5.80% 1.84%

Bloomberg Commodity -0.77% 5.44% -2.77% -8.67% 15.18% 6.68% -0.93%

S&P Global Infrastructure -4.68% -2.73% 0.98% -1.09% 7.96% 4.87% 6.26%

Other

CBOE Market Volitility (VIX) -0.44% -0.15% -37.38% -47.55% -19.91% 1.08% -2.23%

Source: Morningstar
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The information provided is based on internal and external sources that are considered reliable; however, the accuracy 

of this information is not guaranteed. This piece is intended to provide accurate information regarding the subject matter 

discussed. Investing involves risk including the potential loss of principal. No investment strategy, including asset allocation and 

diversification, can guarantee a profit or protect against loss in periods of declining values. Past performance is no guarantee 

of future results. Indexes are unmanaged and investors are not able to invest directly into any index. This information does not 

constitute a solicitation or an offer to buy or sell any security mentioned.

Equity investments refer to buying stocks of U.S. companies as well as companies outside of the U.S. The market 
capitalization of U.S. companies is used to group large, medium (mid) and small companies. The investment return to the 
owner of stock (shareholder) is in the form of dividends and/or capital appreciation. Shareholders share in both the upside 
potential and the downside risk. Dividends are not guaranteed and are subject to change or elimination.

There are special risks associated with an investment in real estate, including credit risk, interest-rate fluctuations and the 
impact of varied economic conditions. Distributions from REIT investments are taxed at the owner’s tax bracket.

The return of principal for bond funds and funds with significant underlying bond holdings is not guaranteed. Fund shares are 
subject to the same interest rate, inflation and credit risks associated with the underlying bond holdings. Lower rated bonds 
are subject to greater fluctuations in value and risk of loss of income and principal than higher rated bonds. Bond prices 
fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value 
in your investment.

Benjamin F. Edwards® & Co. (BFE) is a dually-registered broker-dealer and investment adviser and member of FINRA and 

SIPC, and its affiliate Benjamin F. Edwards Wealth ManagementSM LLC, d/b/a Edwards Wealth ManagementSM (EWM) is an 

SEC-registered investment adviser. BFE and EWM are affiliates through their common ownership by Benjamin Edwards, Inc. 

Depending on the context, the name Benjamin F. Edwards® refers to either EWM, BFE or both.


