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F I N A N C I A L M A R K E TS R E V I E W

The equity bull market continued to rally in the first quarter as 
investors remained optimistic about the prospect of U.S. Federal 
Reserve (“Fed”) policy easing and consensus grew around 
expectations for a soft-landing or no-landing economic scenario. 
The S&P 500® Index stretched to new record highs and posted 
a second consecutive quarter of double-digit gains. Investors 
remained uneasy, however, as the Fed held interest rates steady 
and strong labor market and inflation indicators pushed back the 
probability of near-term rate cuts. 

The Consumer Price Index (“CPI”) remained stuck above the Fed’s 
2% target, rising to 3.5%1 during the quarter partially due to higher 
energy prices and the stubbornly high cost of rents. The Commerce 
Department’s report on GDP growth was reported ahead of 
expectations at a 3.4% annualized growth rate for the fourth quarter 
with the advance driven by healthy consumer spending, public 
and private sector investment, along with an increase in exports. 
The labor market also showed robust hiring with non-farm payrolls 
increasing by more than 275,000 on average each month during 
the quarter. Meanwhile, the unemployment rate ticked slightly up 
to 3.8%. Corporate earnings growth is forecast to be positive for the 
third consecutive quarter with Factset estimating 3.6% year-over-
year growth in the first quarter. 

Positive economic data was balanced with soft reports on the 
manufacturing sector, which has been in contraction for over a 
year, as the ISM Manufacturing PMI Index landed at 47.8 in February 
(a reading above 50 indicates expansion while a reading below 
50 indicates contraction). With the 30-year average mortgage 
rate at 6.8%,2 the housing market remains challenged as well, as 
affordability is crimped and supply is constrained by homeowners 
reluctant to move with locked-in ultra-low rates. Data from the 
National Association of Realtors reported some improvement in 
existing home sales, with 4.4 million homes sold in February.3 While 
this was a notable increase from the prior quarter, existing home 

sales are still down more than -25% from the level set two years ago. 
New homes sales are down about -14% over the same period. 

Stocks

The S&P 500 rose 10.56% during the first quarter, marking the 
strongest start to the year since 2019. The “magnificent seven” 
group of stocks (Apple, Microsoft, Nvidia, Amazon, Alphabet, Tesla, 
and Meta Platforms) continued to lead the market narrative by 
contributing nearly 40% of the S&P 500 quarterly return. Ten out of 
eleven sectors were positive, led by communication services which 
climbed 15.82%, followed by gains of 13.69% and 12.69% for energy 
and information technology, respectively. Financials and industrials 
also displayed notable strength with gains of 12.46% and 10.97%, 
respectively. On the other hand, real estate was the lone negative 
sector with a -0.55% return. The strength in communication services 
and information technology drove the outperformance of Growth 
stocks over Value stocks as the Russell 1000® Growth Index rose 
11.41% compared to 8.99% gain for the Russell 1000® Value Index. 
Large caps outpaced small caps, with a 10.30% return for the Russell 
1000® Index compared to the 5.18% return for the Russell 2000® 
Index. Outside the U.S., foreign developed markets underperformed 
in the face of a stronger U.S. dollar with the MSCI EAFE Index gaining 
5.78%. The MSCI Emerging Markets Index faced similar headwinds 
with a 2.37% return for the quarter.

Bonds

After a terrific end to 2023, bond market performance stalled as 
interest rates rose and the Bloomberg Barclays U.S. Aggregate 
Index fell -0.78% in the first quarter. The 10-Year U.S. Treasury yield 
increased 32 bps to end the quarter yielding 4.20%. Corporate bonds 
slightly outperformed the broader market as both investment grade 
and high yield credit spreads tightened. The Bloomberg Corporate 
Bond Index returned -0.40% while the Bloomberg Corporate High 

1 US Bureau of Labor Statistics
2 Source: Factset, Freddie Mac
3 SA Annual Rate
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Yield Index produced a gain of 1.47%. Agency mortgage bonds were 
weaker with the Bloomberg U.S. MBS Index losing 1.04%. Municipal 
bonds also declined with a -0.39% return for the Bloomberg 
Municipal Bond Index. Non-U.S. bonds underperformed due in part 
to the stronger U.S. dollar as the Bloomberg Global Aggregate ex US 
Index fell -3.21%.
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