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New England is well known for its changing seasons. The summer to fall transition, in particular, is noticeable 
this time of year as the sun-filled days get shorter, the nights get colder, football and soccer fields get used 
and the leaves start turning amazing colors. Long gone are shorts, t-shirts and sandals as jeans, jackets, shoes 
and socks are needed. The financial markets also tend to be seasonal and during the September/October 
period the changes can be quite pronounced. It is well documented that September tends to be the weakest 
month for markets and this year was no exception as the S&P 500 fell -4.9% during the month and closed the 
3rd quarter in the red as well as stocks slid -3.7%. 
 
With the Federal Funds rate now at an upper range of 5.5% rate, steadily increasing from near zero back in 
March 2021, it has taken a toll on rate sensitive sectors like Utilities, Real Estate and Financials, which have all 
been particularly weak. Meanwhile commodity-based sectors such as Energy have benefited from increased 
demand and limited supply as the price of oil marches towards $100 per barrel. 
 
Outside of what has been dubbed “the Magnificent 7” (Nvidia (NVDA), Meta Platforms (META), Amazon.com 
(AMZN), Microsoft (MSFT), Apple (AAPL), Alphabet (GOOGL) and Tesla (TSLA)), stocks in general really haven’t 
performed as well as might be expected despite the S&P 500 being ahead +13% year-to-date on a total return 
basis at quarter-end. These top seven companies have soared to new heights and now account for a whopping 
27% of the entire index. 

https://www.yardeni.com/pub/stmktreturns.pdf
https://www.yardeni.com/pub/stmktreturns.pdf
https://www.investing.com/analysis/most-of-sp-500s-gains-driven-by-7-firms-others-up-less-than-5-ytd-200642171
https://www.yardeni.com/pub/stmktreturns.pdf
https://www.yardeni.com/pub/stmktreturns.pdf
https://www.investing.com/analysis/most-of-sp-500s-gains-driven-by-7-firms-others-up-less-than-5-ytd-200642171


 
 

Seasons Change, Should You? 
Claro Market Insights – 10/11/2023 

 
 
As we move into October with investors and the financial markets a bit on edge, the increased volatility could 
likely continue. Volatility does not necessarily mean a negative outcome. In fact, the month of October has 
historically been positive on average by month-end. However, it also tends to be one of the more volatile 
months with quite a few impactful market events throughout the years. 
 
One cause of concern is short-term interest rates which are quite elevated. The 1-month to 2-year Treasury 
rates are all currently above 5% as the Federal Reserve continues its fight against inflation. This compares to 
the end of 2021 when these same rates ranged from 0.25% to 0.75%. That’s a 5% increase in just under two 
years and levels we haven’t seen in over 16 years going back to 2007. The dramatic rise in rates impacts the 
cost of borrowing and investing for businesses and consumers alike, along with just about everything else. 
“The truth is that the rate of interest is not a narrow phenomenon applying to only a few business contracts, 
but permeates all economic relations. It is the link which binds man to the future and by which he makes all his 
far-reaching decisions. It enters into the price of securities, land and capital goods generally, as well as into 
rent, wages, and the value of all “interactions”.1 
 
As has been widely advertised, the yield curve is inverted (and has been for the past 15 months) despite yields 
rising on the long end as well. The 10-year Treasury now stands at 4.6% at month-end, a level it hasn’t been at 
since September 2007. Hopefully, at this point, the Federal Reserve has completed its tightening cycle and we 
have seen the last of the rate hikes. The Fed did decide to hold rates steady at their most recent meeting with 

 
1 Irving Fisher, “The Rate of Interest,” The MacMillan Company (1907), p. 336 

https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/i/invertedyieldcurve.asp
https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/o/octobereffect.asp
https://www.investopedia.com/terms/i/invertedyieldcurve.asp
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inflation on the retreat, but left the door open for another hike if needed and indicated that rates will 
remain higher for longer. Meanwhile, the consumer is starting to show signs of weakness as retail sales growth 
has dipped below the historical average and credit card debt is on the rise. The excess savings from the 
mountain of fiscal stimulus provided during the Covid crisis and beyond is almost all but gone and student loan 
payments are set to resume. A saving grace has been employment which remains strong.  
 
What does this mean for the economy and the market outlook for the remainder of the year? The leading 
indicators (LEI) have been telling the story of a recession for quite some time now, but we have so far avoided 
it. The LEI has been “in the red” for an astonishing 17 months while interest rates have been steadily rising. 
Most of the negative impact has been felt among the manufacturing components, but the financial 
components are starting to give way with credit conditions deteriorating. This suggests economic activity will 
decelerate and possibly contract in the coming 6 to 12 months. 
  

 
  
 
With regards to the financial markets, stocks remain and always will remain, an important instrument for long-
term investors to create wealth through increasing profits and the return of capital. They have been 
somewhat resilient this year as corporate profits have decreased less than feared. Yet as we pointed out 
previously, the positive gains have been contained to a narrow band of winners. In the short-term, we think 

https://www.investopedia.com/interest-rates-will-stay-higher-for-longer-fed-officials-forecast-7972394
https://www.forbes.com/sites/pamdanziger/2023/08/12/consumer-spending-slows-putting-the-rest-of-year-at-risk-for-retailers/?sh=27d42ddc10e5
https://www.newyorkfed.org/microeconomics/hhdc.html
https://www.economist.com/graphic-detail/2023/08/21/americas-pandemic-savings-are-running-out
https://www.axios.com/2023/10/01/student-loan-payments-october-2023
https://www.axios.com/2023/10/01/student-loan-payments-october-2023
https://www.bls.gov/emp/
https://www.conference-board.org/topics/us-leading-indicators
https://www.conference-board.org/topics/us-leading-indicators
https://fred.stlouisfed.org/series/CPROFIT#0
https://www.investopedia.com/interest-rates-will-stay-higher-for-longer-fed-officials-forecast-7972394
https://www.forbes.com/sites/pamdanziger/2023/08/12/consumer-spending-slows-putting-the-rest-of-year-at-risk-for-retailers/?sh=27d42ddc10e5
https://www.newyorkfed.org/microeconomics/hhdc.html
https://www.economist.com/graphic-detail/2023/08/21/americas-pandemic-savings-are-running-out
https://www.axios.com/2023/10/01/student-loan-payments-october-2023
https://www.axios.com/2023/10/01/student-loan-payments-october-2023
https://www.bls.gov/emp/
https://www.conference-board.org/topics/us-leading-indicators
https://www.conference-board.org/topics/us-leading-indicators
https://fred.stlouisfed.org/series/CPROFIT#0
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investors should be cautious and not jump on the bandwagon. If the economy were to stumble or a negative 
event were to surface, the risk of a “flight to quality” moment increases. With interest rates elevated, cash and 
bond positioning has not been this attractive in a long time. For investors, much like the change in seasons can 
prepare people for what comes next, as markets transition it makes sense to rebalance and allocate 
accordingly to take advantage of the increased yields. There will come a day when stocks have a tailwind 
again, but it’s okay to wait. It’s not always going to be sunshine and rainbows. Those who are prepared for the 
stormy days, while demonstrating patience and prudence, will be rewarded with even sunnier days ahead. 
  

“The stock market is a device for transferring money from the impatient to the patient” – Warren Buffett. 
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https://www.claroadvisors.com/insights-press.html
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https://www.claroadvisors.com/insights-press.html
http://www.claroadvisors.com/


 
 

Seasons Change, Should You? 
Claro Market Insights – 10/11/2023 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
Claro Advisors, LLC. ("Claro") is a Registered Investment Advisor with the U.S. Securities and Exchange Commission ("SEC") based in the Commonwealth of 
Massachusetts. Registration of an Investment Advisor does not imply any specific level of skill or training. Claro does not provide tax, accounting, or legal advice to 
clients. Custody services and other brokerage services provided to clients of Claro Advisors, LLC are offered by Fidelity Brokerage Services LLC and Charles Schwab Inc., 
Members NYSE/SIPC. Information contained herein is for educational purposes only and is not to be considered investment advice. Claro provides individualized advice 
only after obtaining all necessary background information from a client. Disclosures and Terms of Use.  

https://www.claroadvisors.com/compliance-information.html
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