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2023 Equity Outlook 
Drama Abounds in the Market’s Two-Act Play   

Act I: Stocks enter 2023 with the headwinds of restrictive monetary 

policy, historically high inflation, slowing economic growth, and a 

war in Europe. In this first Act, we anticipate the lag effects of 

inflation and the Fed’s fastest rate hike cycle in history to begin 

weighing on economic growth and corporate earnings.  In this 

scenario, we believe focusing on the economy’s more defensive 

sectors, reflecting a ‘buy what you need versus what you want” 

mentality could serve investors well. In our view, investors should 

prudently lean into Quality by selecting companies with highly 

profitable and consistent earnings. Finally, we recommend 

investors resist the temptation to wade back into beaten-down 

unprofitable fad stocks with hopes of achieving prior valuations.   

Act II: All bear markets have one thing in common: they eventually 

end. As markets digest lower corporate earnings, potentially 

“stickier” inflation, and rising unemployment, investors could set 

the stage to get more constructive on stocks. The equity market is 

considered forward-looking (by six months or more) and often 

moves higher before a bottoming in economic data. Stay agile to 

move into growth and more cyclical market segments as 

valuations become more attractive.  

Targets for 2023 

 

Key Measure 2022 Actual 2023 Target Implied Change 

U.S. Real GDP +1.8%* +0.5% -1.3 ppt 

S&P 500 Index** 3,896 4,300 +10.4% 

10-year Treasury 
Yield** 

3.45% 3.00% -0.45% 

Fed Funds Target 4.25% to 4.50% 5.00% to 5.25% +0.75% 

Source: Ameriprise Global Asset Allocation Committee.  

* Estimated, 2022 Actual based on year-end values. ** as of 12/15/2022 

 

 Key Takeaways 

 

• The Ameriprise Global Asset Allocation 

Committee’s 2023 year-end target for the 

S&P 500 reflects an increase of 10.4% from 

current levels. 

• The lag effects of inflation, restrictive 

monetary policy, and a slowing economy 

likely result in downward pressure on 2023 

earnings estimates for the S&P 500.    

• Stay agile with equity positioning, including a 

more defensive approach to start the year, 

but be prepared to take advantage of lower 

valuations to position for growth and more 

cyclical sectors of the economy. 

 Recommendations  

• Stay defensive with sector positioning to 

start the year and focus on dividend growth 

and quality.  

• As the year progresses, look for attractive 

valuation levels to begin positioning for an 

eventual return to stronger economic growth.  

• Dividend growth names performed well in 

2022 and can help hedge against inflation 

staying higher for longer.  

• Resist the temptation to wade into last year’s 

no-profit, no-cash flow losers and stay 

focused on solid corporate fundamentals.  
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Theme: Moving from Defense to Offense 
We anticipate 2023 to be a bifurcated year for returns. We expect equities to start the year under pressure as the market 

grapples with the headwinds of inflation, higher interest rates, and lower corporate profits.  However, we forecast the S&P 500 

to eventually trade higher on expectations for a resumption of earnings growth at more attractive valuation levels. Following 

2022’s downturn, our “Defense-to-Offense” thesis could be challenging for investors. However, we believe the risk of 

increasing near-term volatility can provide the opportunity for an attractive risk/reward entry point later in the calendar year.  

Defensive Playbook:  As the economy struggles to digest the lag effects of the fastest rate hike cycle in 

history, we believe equity investors could benefit by adopting a ‘3-D’ strategy entering 2023.   

1) Defense: Overweight defensive sectors of the market as consumers focus on buying what they need versus what they 

want. Amid the increasing volatility, resist the allure of buying the dip on down days, hoping for a quick rebound. Stick with 

the traditionally defensive sectors, including Consumer Staples and Health Care.   

Defensive Sectors Well-Positioned Heading into 2023 

 

 

 

 

 

 

 

 

 

2) Dividends: Dividends worked well in 2022. In our opinion, the dividend theme could continue to offer an attractive niche 

in an increasingly volatile market entering 2023. However, remember that 2023’s income-oriented investors have 

alternatives such as cash and fixed income, which were essentially nonexistent for 15 years (remember there is no 

alternative (TINA) to stocks?)  With interest rates expected to remain elevated, we recommend investors focus on dividend 

growth rather than searching for high dividend yield.  

Dividend Payers Outperformed in 2022 and During Recent Downturns 
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3) Diversification: Stay diversified at both the strategic (asset class) and tactical levels.  Chasing short-term sector or 

factor returns can result in underperformance and frustration, creating a gap in attaining longer-term investment goals. 

Diversification’s primary benefit is reducing risk and smoothing out portfolio returns by not being over-exposed to one 

specific economic or market segment. Furthermore, rebalancing portfolios throughout the year reinforces diversification by 

maintaining your original risk profile.  The longstanding Value/Growth tug-of-war is a good example of why diversification is 

paramount in a stock portfolio, as these factors can significantly enhance or detract from overall returns.         

2022 Reinforces the Importance of Diversification 

 

 

 

 

 

 

 

 

 

 

 

Offensive Playbook: Trying to time the market is a fool’s errand. Yet, we believe a rocky start to 2023 could provide an 

attractive entry point for investors late in the year. The entry point could include a retest of 2022’s lows or worse, driven by 

potential risks, such as below-consensus EPS guidance, the knock-on effects of stubbornly high inflation, and a rising US 

unemployment rate. Reaching this point may require intestinal fortitude, reinforcing our recommendation of a ‘3-D’ strategy 

in the interim.  However, all bear markets eventually end, and the Fed likely reaches its price stability mandate as 

unemployment stabilizes closer to the long-term average.  In this scenario, we believe a rotation into more growth-oriented 

segments of the market and cyclical areas of the economy (versus defensive) could be an attractive risk/reward tradeoff for 

long-term investors.     

 

Key Takeaway 
We anticipate increased volatility entering 2023 due to slowing corporate earnings, historically high inflation, and 

ongoing Fed rate hikes.  We believe this environment requires investors to be more defensive and lean into 

companies with Quality attributes and growing dividends.  While increased volatility in this scenario will be 

challenging, note that this is part of the market bottoming process required before ultimately moving higher.  As 

the market begins to anticipate a stabilization in corporate earnings and the Fed gets closer to its inflation target, 

we will look for attractive entry points to get more constructive on growth and the cyclical sectors of the 

economy.       

 

Investment Opportunities  

On pages 4 and 5, we list Recommended List Selections aligned to defense & dividends, as well as offense in 2023.  
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Defense & Dividends 

Company  Exchange  Ticker  Price  Sector 3 Year Dividend Growth Rate (CAGR) 

Home Depot NYSE HD $333.43 Consumer Discretionary  17.0% 

McDonald’s  NYSE MCD $274.53 Consumer Discretionary 7.8% 

Starbucks NASDAQ SBUX $102.19 Consumer Discretionary 10.8% 

Keurig Dr Pepper NASDAQ KDP $37.34 Consumer Staples 8.3% 

Allstate NYSE ALL $129.90 Financials 20.8% 

Marsh McLennan NYSE MMC $172.37 Financials  8.5% 

MSCI Inc. NYSE MSCI $498.48 Financials  23.8% 

S&P Global  NYSE SPGI $353.84 Financials  15.5% 

Pfizer NYSE PFE $54.48 Health Care 4.4% 

UnitedHealth Group  NYSE UNH $538.36 Health Care 17.5% 

Bristol-Myers Squibb NYSE BMY $77.14 Health Care 7.7% 

Booz Allen Hamilton Hldg NYSE BAH $105.80 Industrials 24.4% 

Accenture NYSE ACN $291.45 Information Technology  9.9% 

Analog Devices  NASDAQ ADI $171.68 Information Technology  12.2% 

Arrow Electronics, Inc. NYSE ARW $109.28 Information Technology  N/A 

Broadridge Financial Solutions  NYSE BR $140.85 Information Technology  9.7% 

Mastercard. NYSE MA $357.51 Information Technology  18.8% 

Microsoft NASDAQ MSFT $257.22 Information Technology  10.5% 

Oracle  NYSE ORCL $81.82 Information Technology  16.5% 

Visa. NYSE V $213.32 Information Technology  14.5% 

Americold* NYSE COLD $29.23 Real Estate 7.8% 

Crown Castle*  NYSE CCI $137.48 Real Estate 8.5% 

Vici Properties*  NYSE VICI $34.19 Real Estate 11.4% 

CMS Energy  NYSE CMS $63.76 Utilities 6.8% 

Sempra Energy NYSE SRE $163.75 Utilities 7.1% 

 
Source: FactSet and American Enterprise Investment Services. *Indicates a Real Estate Investment Trust (REIT), which has unique tax consequences. Price 
data as of the close of trading on 12/14/2022.  
 

For additional information including our investment thesis and potential risks, please refer to our most recent Company Note.  

Recommended List Selections  
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Offense 

Company  Exchange  Ticker  Price  Sector 

Amazon.com NASDAQ AMZN $91.58 Consumer Discretionary 

Best Buy NYSE BBY $80.82 Consumer Discretionary 

Darden Restaurants NYSE DRI $143.95 Consumer Discretionary 

General Motors  NYSE GM  $38.36 Consumer Discretionary 

Skechers USA NYSE SKX $42.39 Consumer Discretionary 

Sysco      NYSE SYY $82.14 Consumer Staples 

EOG Resources NYSE EOG $125.93 Energy 

BlackRock  NYSE BLK $711.52 Financials  

JPMorgan Chase NYSE JPM $133.41 Financials  

Nasdaq  NASDAQ NDAQ $63.59 Financials  

Raymond James NYSE RJF $110.28 Financials  

Edwards Lifesciences NYSE EW $75.82  Health Care  

Stryker NYSE SYK $253.82 Health Care  

Adobe NASDAQ ADBE $339.92 Information Technology 

NVIDIA NASDAQ NVDA $176.74 Information Technology 

Synopsys Inc. NASDAQ SNPS $331.87 Information Technology 

Prologis* NYSE PLD $121.58 Real Estate 

Source: FactSet and American Enterprise Investment Services. *Indicates a Real Estate Investment Trust (REIT), which has unique tax consequences. Price 
data as of the close of trading on 12/14/2022.  
 
 

For additional information including our investment thesis and potential risks, please refer to our most recent Company Note.  

 

 

 

 

  

Recommended List Selections  
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Theme: Quality – From Abstract to Defined 
Investment community participants often opine a preference for “quality” stocks and assess how a specific company may be 

considered higher quality. However, understanding and implementing this viewpoint can be complicated for investors without 

a generally-accepted definition of quality. Using a combination of academic research and backtesting, we define quality 

companies as those with high profitability, stable earnings, and low balance sheet debt (see graphic below).  Moreover, our 

backtesting suggests that a portfolio of stocks with these attributes generates the most consistent outperformance versus low-

quality stocks and the larger stock market.   

 

 

 

 

 

 

 

 

 

1) Profitability:  Measures of high profitability include metrics such as Gross Profit Margin, Return on Assets (ROA), Return 

on Equity (ROE) and Return on Invested Capital (ROIC).  While highly profitable firms typically have strong growth rates, 

robust cash flow generation, and can usually pay out higher dividends and repurchase more stock, they are less likely to 

encounter financial distress and are typically more resilient during macroeconomic uncertainty. 

2) Earnings Stability:  Earnings stability is one of the most important quality stock attributes, in our view.  Earnings stability is 

typically measured using metrics such as the standard deviation of earnings per share (EPS) or Return on Assets (ROA). 

Standard deviation is a statistical measure of volatility, with a low standard deviation consistent with low volatility.  The 

consistency of earnings can help mitigate volatility during periods of economic uncertainty when investors often gravitate 

away from high-growth stocks and toward more stable equities. 

3) Balance Sheet Leverage: A common trait of high-quality companies is low debt levels, measured using debt-to-total 

capitalization, debt-to-EBITDA and the Interest Coverage ratio (earnings before interest and taxes or EBIT / Interest 

Expense).  Although a smaller driver of outperformance versus earnings stability, we note that higher-debt companies tend 

to be in more cyclical and capital-intensive industries, which often experience greater earnings and stock price volatility 

than the broader market.   

In our view, the lag effect of the Fed’s rate hikes and stubbornly-high inflation on the real economy could create a more 

difficult near-term operating environment for corporations. Recent layoffs in the technology sector remind investors that 

companies (even highly successful ones) must right-size their business to reflect a more muted demand environment.  

Key Takeaway 
In this post-pandemic, higher-risk premium market, we believe stocks with quality characteristics could offer refuge 

for equity investors.  Historically, we find that high quality stocks outperform their lower quality counterparts and 

the broad market over time.  Importantly, quality stock outperformance is often high during periods of 

macroeconomic uncertainty and stock market volatility.  

 

Investment Opportunities On page 7, we provide Recommend List selections aligned to our quality metrics.  

Quality
Stocks

High 
Profitability

Stable 
Earnings

Low 
Debt
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Company Name Exchange Ticker  Price  Sector 

Home Depot  NYSE HD $333.43 Consumer Discretionary 

Visa inc.  NYSE V $213.32 Information Technology  

Apple Inc NASDAQ AAPL $143.21 Information Technology  

Phillip Morris Intl.  NYSE PM $102.46 Consumer Staples 

Mastercard Inc.  NYSE MA  $357.51 Information Technology 

Costco Wholesale NASDAQ COST $483.52 Consumer Staples 

Adobe Inc.  NASDAQ ADBE $339.92 Information Technology 

Marsh McLennan NYSE MMC $172.37 Financials 

MSCI Inc.  NYSE MSCI  $498.48 Financials  

UnitedHealth Group NYSE UNH $538.36 Health Care 

Waste Management NYSE WM $166.54 Industrials  

Church & Dwight NYSE CHD $82.21 Consumer Staples 

Broadridge Financial NYSE BR $140.85 Information Technology 

BlackRock Inc.  NYSE BLK $711.52 Financials  

Booz Allen Hamilton  NYSE BAH $105.80 Industrials 

Arthur J. Gallagher NYSE AJG $193.11 Financials  

Synopsys Inc. NASDAQ SNPS $332.03 Information Technology 

S&P Global  NYSE SPGI $353.84 Financials  

NVIDIA NASDAQ NVDA $176.74 Information Technology 

Verisk Analytics  NASDAQ VRSK $182.97 Industrials 

McDonald’s  NYSE MCD $274.53 Consumer Discretionary 

Alphabet Inc. NASDAQ GOOGL $95.07 Communication Services 

Regeneron Pharmaceuticals NASDAQ REGN $750.00 Health Care 

Analog Devices  NASDAQ ADI  $171.68 Information Technology  

Microsoft NASDAQ MSFT $257.22 Information Technology  

Best Buy  NYSE BBY $80.82 Consumer Discretionary 

Source: FactSet and American Enterprise Investment Services Inc. Note: List order reflects the ranking outcome of our Quality screen. Price data as of the close 

of trading on 12/14/2022. 

For additional information including our investment thesis and potential risks, please refer to our most recent Company Note.  

 

Recommended List Selections  
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Theme: Hello Fundamentals, Goodbye Fads 
Fad or “story” stocks were in vogue for several years as investors focused on fast-growing new market opportunities, often 

disregarding traditional fundamentals. Historically low interest rates following the pandemic fueled investors’ euphoria, 

enabling companies with no cash flow or profitability to reach dizzying valuation levels.  However, in 2022, the fad stock allure 

faded in the wake of the fastest Federal Reserve interest rate hike cycle in history.  Higher interest rates can result in outsized 

financial constraints and operating headwinds for unprofitable companies.  For example, the calculation used to value future 

cash flows results in a lower overall valuation due to a higher discount rate.  Furthermore, access to cheap capital (either debt 

or equity) is becoming inhibited, with higher debt servicing costs and investors exhibiting more discipline in growth investing.     

In 2023, we believe a return to fundamentals can retake its rightful place as the preferred analytical methodology that helps 

determine winners from losers.  In our view, focusing on fundamentals in the current macro environment can uncover 

attractive investment opportunities with an overall lower risk profile. Fundamental analysis goes deeper than following a fad or 

social media buzz and assesses a company’s underlying business, market position, profitability, management team, debt 

levels, capital allocation strategy, and much more.  Importantly, we advise against trying to “catch a falling knife” with high-risk 

fad stocks in hopes of attaining a previous valuation level that may never come to fruition in today’s market environment 

Momentum Shifting Away from Momentum in 2022 

 

 

 

 

 

 

 

 

Source: S&P Dow Jones Indices and American Enterprise Investment Services Inc. Return data as of 12/14/2022. 

 

The NASDAQ Composite Index, which includes all companies 

listed on the NASDAQ stock exchange, consists of more than 

3,500 stocks.  In this Index, over 90% of the companies that 

have lost 80% or more of their value did not generate a profit in 

the most recent quarter.  For comparison, the NASDAQ 

Composite Index is down ~30% over the past year versus the 

broad-based S&P 500, which has lost ~15% of its value over 

the past 12 months.  As a side note, to be eligible for inclusion 

in the S&P 500 Index, a company’s most recent quarterly 

earnings and the sum of its trailing four consecutive quarters’ 

earnings must be positive (per S&P Dow Jones Indices).  

 

 

Key Takeaway 
The equity risk premium has risen with the rotation out of small, high-growth, unprofitable companies. In our view, 

higher interest rates, a more challenging economic environment, and limited access to cheap capital could keep 

these companies in the proverbial penalty box for an extended period. 
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The content in this report is authored by American Enterprise 

Investment Services Inc. (“AEIS”) and distributed by Ameriprise 

Financial Services, LLC (“AFS”) to financial advisors and clients 

of AFS. AEIS and AFS are affiliates and subsidiaries of 

Ameriprise Financial, Inc. Both AEIS and AFS are broker-dealer 

member firms registered with FINRA and are subject to the 

objectivity safeguards and disclosure requirements relating to 

research analysts and the publication and distribution of 

research reports. The “Important Disclosures” below relate to the 

AEIS research analyst(s) that prepared this publication. The 

“Disclosures of Possible Conflicts of Interest” section, where 

applicable, relates to the conflicts of interest of each of AEIS and 

AFS, their affiliates and their research analysts, as applicable, 

with respect to the subject companies mentioned in the report. 

Each of AEIS and AFS have implemented policies and 

procedures reasonably designed to ensure that its employees 

involved in the preparation, content and distribution of research 

reports, including dually registered employees, do not influence 

the objectivity or timing of the publication of research report 

content. All research policies, coverage decisions, 

compensation, hiring and other personnel decisions with respect 

to research analysts are made by AEIS, which is operationally 

independent of AFS. 

Important disclosures  
As of September 30, 2022 

The views expressed regarding the company(ies) and sector(s) 

featured in this publication reflect the personal views of the 

research analyst(s) authoring the publication. Further, no part of 

research analyst compensation is directly or indirectly related to 

the specific recommendations or views contained in this 

publication.  

A part of a research analyst’s compensation may be based upon 

overall firm revenue and profitability, of which investment 

banking, sales and trading, and principal trading are 

components. No part of a research analyst’s compensation is 

based on a specific investment banking transaction, nor is it 

based on sales, trading, or principal trading. A research analyst 

may have visited the material operations of one or more of the 

subject companies mentioned in this research report. No 

payment was received for the related travel costs.  

Additional information and current research disclosures on 

individual companies mentioned in this research report are 

available on our website at  ameriprise.com/legal/disclosures in 

the Additional Ameriprise research disclosures section, or 

through your Ameriprise financial advisor. You may also submit a 

written request to Ameriprise Financial, Inc., 1441 West Long 

Lake Road, Troy MI, 48098. 

For additional information on individual companies in this report, 

see Ameriprise Investment Research Group (IRG) reports and 

available third-party research which provides additional 

investment highlights, a price chart and a company description. 

Also included are key statistics overing income statement and 

balance sheet metrics, debt ratings, issue data, and consensus 

estimates. SEC filings may be viewed at sec.gov. 

Tactical asset class recommendations mentioned in this report 

reflect The Ameriprise Global Asset Allocation Committee’s 

general view of the financial markets, as of the date of the report, 

based on then current conditions. Our tactical recommendations 

may differ materially from what is presented in a customized 

long-term financial plan or portfolio strategy. You should view our 

recommendations in conjunction with a broader long-term 

portfolio strategy. Not all products, services, or asset classes 

mentioned in this report may be available for sale at Ameriprise 

Financial Services, LLC. Please consult with your financial 

advisor. 

Ameriprise Recommended List equities are equities that our 

analyst(s) believe offer attractive total return potential within their 

coverage universe based on current conditions. Your financial 

advisor can assist you with determining the risk profile of the 

Recommended List companies within the context of your overall 

investment portfolio. Additions and deletions are at the discretion 

of the analyst(s) covering the sector, with changes based upon 

such fundamental factors as valuation, competitive position, 

market conditions, etc. Furthermore, we have an internal sell 

discipline designed to potentially improve Recommended List 

performance and reduce risk. A Recommended List company 

that has generated returns in the bottom quartile of its respective 

S&P economic sector for three consecutive months will be 

flagged for review for possible removal from the Recommended 

List. 

The Sector Recommended List is not designed to be a complete 

portfolio, but instead to assist in the selection of securities for the 

equity portion of a well-diversified portfolio. We believe it is 

important for investors to diversify their investments across asset 

classes, economic sectors and industries in order to help reduce 

risk. Please consult with your financial advisor to assist in 

creating a diversified portfolio that is consistent with your 

investment objectives. 

Recommended List selections and securities markets in general 

could experience significant volatility due to several factors, 

including but not limited to: changes in global economic 

conditions, movements in interest & foreign exchange rates, 

fluctuations in commodity prices, geopolitical risks, changes in 

the regulatory & legislative environment (e.g. regulatory capital 

requirements, changes in tax rates, Medicare, etc.), catastrophes 

& natural disasters, labor issues, disruptions in the supply chain, 

merger integration issues, patent expiration, cybersecurity 

issues, litigation risks, headline risks, changes in distribution, and 

the loss of key personnel. For additional information please refer 

to third party research reports. You may experience a loss of 

principal by investing in equities. 

Securities included on our Recommended Lists are selected 

from the universe of companies covered by AEIS. Approved third 

party research providers (e.g., CFRA powered by data from S&P 

Global, Morningstar and Reuters) generally provide additional 

information on Recommended List companies. Recommended 

http://www.ameriprise.com/legal/disclosures/
http://www.sec.gov/
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List selections reflect securities that our analysts believe 

represent good value based on current conditions. If a security is 

added to a Recommended List, we deem it to be appropriate for 

investment. If a security is removed from a Recommended List 

and you choose to hold the removed security in your investment 

portfolio, you should continue to review available third party 

research sources in order to obtain an investment opinion, price 

target, and additional fundamental analysis. For ratings definition 

purposes, securities included on our Recommended Lists most 

closely correlate with an investment opinion of “Buy”; therefore, 

100% of the securities on our Recommended Lists meet this 

definition. For purposes of constructing our Recommended List, 

a rating of “Buy” is defined as those securities that our research 

analysts believe represent good value based on current 

conditions. Additionally, we note that each of our respective 

approved third party believe represent good value based on 

current conditions. Additionally, we note that each of our 

respective approved third party research providers utilizes its 

own unique rating system, which is disclosed and defined in its 

own research reports. 

Risk factors 

Dividend and interest payments are not guaranteed. The amount 

of dividend payment, if any, can vary over time and issuers may 

reduce or eliminate dividends paid on securities in the event of a 

recession or adverse event affecting a specific industry or issuer. 

Should a company be unable to pay interest on a timely basis a 

default may occur and interruption or reduction of interest and 

principal occur.  

Income Risk: We note that dividends are declared solely at the 

discretion of the companies’ boards of directors. Dividend cuts or 

eliminations will likely negatively impact underlying company 

valuations. Published dividend yields are calculated before fees 

and taxes. Dividends paid by foreign companies to ADR holders 

may be subject to a withholding tax which could adversely affect 

the realized dividend yield.  In certain circumstances, investors in 

ADR shares have the option to receive dividends in the form of 

cash payments, rights shares or ADR shares. Each form of 

dividend payment will have different tax consequences and 

therefore generate a different yield.  In some instances, ADR 

holders are eligible to reclaim a portion of the withholding tax. 

Growth securities, at times, may not perform as well as value 

securities or the stock market in general and may be out of favor 

with investors. 

Value securities may be unprofitable if the market fails to 
recognize their intrinsic worth or the portfolio manager 
misgauged that worth. 
 

Risk disclosures 

Investments in a narrowly focused sector may exhibit higher 

volatility than investments with broader objectives and is subject 

to market risk and economic risk. 

Investors should consider the investment objectives, risks, 

charges, and expenses of a real estate investment trust (REIT) 

carefully before investing. As risk tolerance or other needs of an 

investor change, you may take appropriate action such as 

changing your reinvestments through the REIT’s Distribution 

Reinvestment Program (DRIP) to cash, to the extent available. 

The prospectus contains this and other important information 

about the REIT and should be read carefully before investing.  

Real Estate Risks - An investment in a REIT is subject to many 

of the same risks as a direct investment in real estate. Initially, a 

REIT will not own specific properties, such that an investor 

cannot assess the actual real estate holdings prior to investing. 

Some of the properties held by REITs may be subject to balloon 

payments, refinancing or bankruptcy. REITs also may use 

leverage that may accelerate the velocity of potential losses. 

Limits on Distributions - Distributions are not guaranteed and 

may be suspended or halted. Distributions may exceed operating 

cash flow, resulting in return of principal. Tax Consequences - 

Distributions for REITs are taxed as ordinary income, not at the 

capital gains rate, unless the distribution is return of capital. High 

Fees - Fees for REITs may be expensive. Investors should 

consider the extent to which their fees are covered by distribution 

and share price appreciation. Diversification Limits - While 

investing in a REIT may help diversify your portfolio, putting all 

your real estate investments in one REIT may result in under 

diversification. While diversification can help protect against 

certain investment risks, it does not assure a profit or protect 

against loss. Prior performance of similar REIT investments from 

the sponsor or affiliates of the sponsor does not guarantee 

similar performance for the REIT Investment. Prior liquidity 

events or total return performance of prior programs, of similar 

REIT investments of the sponsor or affiliates of the sponsor, 

does not ensure that a REIT will meet the same timeframe or 

have similar performance. Liquidity and Valuation risks - Lack of 

a public trading market creates Illiquidity and valuation 

complexities. Non-traded real estate investment trusts (non-

traded REITs) are long- term, illiquid investments and are only 

suited for clients with long-term investment goals. There can be 

no assurance that a secondary market for a non-traded REIT will 

exist. During the offering period non-traded REITs may be 

redeemed at lower value than original purchase price. 

 Early Redemption Restrictions - Early redemption is often 

restricted or may be terminated, and should not be relied on as 

an emergency exit strategy. Early redemption may be expensive, 

resulting in a lower price than the purchase price. Non-traded 

REIT products are limited to investors who meet the financial 

qualifications as specified in the prospectus, in addition to the 

Ameriprise Financial minimum requirements. Ameriprise 

Financial is a distributor of non-traded REIT offerings and is not 

affiliated with the sponsors or managers of the non-traded BDCs 

Ameriprise distributes. 

Definitions of terms 

American Depository Receipts (ADR) are securities issued by 

a U.S. bank that typically represent a foreign company’s equity 

and that trade similarly to domestic equities, and are either listed 

on an exchange or over-the-counter.  As with any equity 

investment, ADRs are subject to market and company specific 

risks.  ADRs will also be subjected to foreign market risks. These 

risks include possible losses due to foreign currency translation, 

geopolitical instability, and deviations in the market value of an 

ADR compared to that of the underlying common shares in its 

primary market.  ADRs may suffer from a lack of investor 

protection and recourse. In the event of a liquidation of the 

underlying company, the holders of its ADRs are not guaranteed 

of being able to enforce their right of claim and therefore they 

may lose their entire investment. Investors of ADRs may also 



 Annual Equity Market Outlook | December 15, 2022  > Page 12
12     

 

 
 

 

 
© 2022 Ameriprise Financial, Inc. All rights reserved. 
 

 
 

take on risks associated with the parties involved with the 

sponsoring Bank. 

The FactSet Consensus price target represents the average 

projected price over the next 6 to 12 months, for a particular 

security, from a universe of broker research that contributes to 

FactSet. By default, consensus estimates calculated by FactSet 

are based on estimates that have been validated via broker 

research within the past 100 days. Brokers who have “dropped 

coverage” are excluded for all fiscal periods that are not 

completed. 

Price/Earnings An equity valuation multiple calculated by 

dividing the market share price, as of a certain date, by earnings 

per share. Trailing P/E uses the share price divided by the past 

four-quarters’ earnings per share. Forward P/E uses the share 

price as of a certain date divided by the consensus estimate of 

the future four-quarters’ EPS.   

Index definitions 

An index is a statistical composite that is not managed. It is not 

possible to invest directly in an index. 

Definitions of individual indices mentioned in this report are 

available on our website at ameriprise.com/legal/disclosures/ in 

the Additional Ameriprise research disclosures section, or 

through your Ameriprise financial advisor. 

Disclosures of potential conflicts of interest 

One or more members of the research team who prepared this 

research report may have a financial interest in securities 

mentioned in this research report through investments in a 

discretionary separately managed account program. 

Disclaimer section  

Except for the historical information contained herein, certain 

matters in this report are forward-looking statements or 

projections that are dependent upon certain risks and 

uncertainties, including but not limited to, such factors and 

considerations as general market volatility, global economic and 

geopolitical impacts, fiscal and monetary policy, liquidity, the 

level of interest rates, historical sector performance relationships 

as they relate to the business and economic cycle, consumer 

preferences, foreign currency exchange rates, litigation risk, 

competitive positioning, the ability to successfully integrate 

acquisitions, the ability to develop and commercialize new 

products and services, legislative risks, the pricing environment 

for products and services,  and compliance with various local, 

state, and federal health care laws. See latest third party 

research reports and updates for risks pertaining to a particular 

security. 

This summary is based upon financial information and statistical 

data obtained from sources deemed reliable, but in no way is 

warranted by Ameriprise Financial, Inc. as to accuracy or 

completeness. This is not a solicitation by Ameriprise Financial 

Services, LLC of any order to buy or sell securities. This 

summary is based exclusively on an analysis of general current 

market conditions, rather than the appropriateness of a specific 

proposed securities transaction. We will not advise you as to any 

change in figures or our views. 

Past performance is not a guarantee of future results. 

Investment products are not insured by the FDIC, NCUA or 

any federal agency, are not deposits or obligations of, or 

guaranteed by any financial institution, and involve 

investment risks including possible loss of principal and 

fluctuation in value.  

Ameriprise Financial, Inc. and its affiliates do not offer tax or 

legal advice. Consumers should consult with their tax advisor or 

attorney regarding their specific situation. 

Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
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