
 

NOTE: FOR IMPORTANT DISCLOSURES, INCLUDING POSSIBLE CONFLICTS OF INTEREST, PLEASE SEE THE DISCLOSURE PAGES AT THE END OF THIS 
DOCUMENT.

 
© 2022 Ameriprise Financial, Inc. All rights reserved. 

 
 
   
 
 
 
 
 
 
 
 

 

 
 
 
 

2023 Investment 
Outlook &Themes 
 
An Ameriprise Global Asset 
Allocation Committee publication 

December 15, 2022 
 

Anthony M. Saglimbene | VP - Chief Market Strategist 
Brian M. Erickson, CFA | VP - Fixed Income Strategy 
Justin H. Burgin | VP - Equity Research 
Russell T. Price, CFA | VP - Chief Economist 
Thomas Crandall, CFA, CFP, CMT, CAIA | Sr. Director - 
Asset Allocation Research 
 
 
Contents 
Key Points  ............................................................................ 2 
2022 Review .......................................................................... 3 
2023 Market & Economic Themes ........................................ 4 
Ameriprise 2023 Year-End S&P 500 Scenario Forecast ...... 5 
2023 Outlook ......................................................................... 6 
Global Asset Allocation Committee and Disclosures .......... 11 



 
 
 
 
 
 
 

Page 2 
 
 

 

 
 

 
 

© 2022 Ameriprise Financial, Inc. All rights reserved. 

     Key Points 
 

2023 Outlook Summary 
Stay pragmatic, agile, and willing to adjust as conditions change. At least at the start of the year, we suggest investors take it one month at a 
time. With uncertainty high, projections, targets, and tactical asset allocations could evolve as 2023 unfolds. As it stands, we see global 
growth continuing to decline in the front half of the year, inflation moderating throughout 2023, and interest rates leveling off. Slowing 
consumer activity could pressure high-risk/growth-based investments in the front half of the year. Notably, there finally is an alternative to 
equities, and it includes receiving competitive yields on less aggressive fixed income investments. Yet, investors should focus on solid 
security selection and risk-based diversification when building portfolios. Finally, focus on quality throughout the portfolio and allow income 
generation to play a prominent role in 2023. 

2023 S&P 500 year-end price target: 4,300 
Corporate profit growth should slow in 2023 and possibly turn negative for a time (on a year-over-year basis). This may keep pressure on 
valuations until investors begin to anticipate a sustainable recovery. Importantly, a wider swath of U.S. companies may find it challenging to 
navigate shifting demand dynamics during the year, which could pressure margins, add costs, and reduce growth. Companies that can 
quickly adapt to a shifting environment may be better equipped to grow in a low-growth environment. Bottom line: Expect modest returns at 
the broad index level, with potentially a sharper change in tone/direction once rates stop climbing and economic conditions look more stable.           

2023 U.S. Real GDP target: +0.5%  
We believe inflation is slowly being tamed via various avenues, including improved supply/demand balances, slower economic activity, and 
stabilizing energy markets (though energy markets still offer considerable risk, in our view). Although recession odds are elevated, stable 
consumer and business fundamentals could keep any potential downturn manageable. In our opinion, economic activity could improve in the 
second half as inflation pressures moderate and interest rates find an equilibrium.       

2023 10-Year U.S. Treasury yield target: 3.0%  
Our year-end 10-year Treasury yield target of 3.0% anchors to further Federal Reserve rate hikes early in 2023, as well as our forecast of a 
3.0% - 4.0% inflation rate by the end of next year. In addition, we anticipate the 2-year Treasury yield falling below 4.0% and the 10-year 
Treasury yield of 3.0%, reflecting a neutral Fed policy posture in the long run. 

 Market Performance 
    U.S. Dollar Terms 
Sector  Index 2021* 2022** 

 
Equity 

 S&P 500 
Russell 3000 
MSCI World ex USA 

+28.7% 
+25.7% 
+12.6% 

-13.1% 
-14.2% 
-13.9% 

 
Fixed Income 

 Bloomberg US Universal 
Bloomberg US Corp HY 
Bloomberg Global Trsy Ex-US 
JPM EMBI Global 

-1.1% 
+5.3% 
-8.2% 
-1.5% 

-12.7% 
-10.6% 
-20.6% 
-16.8% 

 
Alternatives 

 Wilshire Liquid Alternative  
Bloomberg Commodity 
Gold 

+4.7% 
+27.1% 

-3.5% 

-4.4% 
+19.0% 

-3.8% 

 Oil & Currency 
 Bloomberg WTI Crude Oil (TR) (USD) 

US Dollar Index 
+61.6% 
+6.7% 

+25.2% 
+10.4% 

 Cash  FTSE Treasury Bill 3 Month +0.1% +1.2% 

Sources: Morningstar Direct and American Enterprise Investment Services Inc. *Total return. ** Total return data as of 11/30/2022. 
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2022 Review 

 
Our theme of moving from extraordinary to ordinary happened at a much more rapid pace than we outlined at the end of last year. And while 
a strong consumer helped buoy the U.S. economy, and markets primarily looked past the U.S. mid-term elections, economic growth here 
and abroad slowed more rapidly than we forecasted at the start of 2022. As a result, cyclical stocks suffered, which was a significant miss in 
our 2022 Themes. But stock selection and a focus on dividend-paying investments helped mitigate risks all year. Notably, while the U.S. and 
Europe spent the year emerging from the pandemic, helping to ease supply chain pressures, an unexpected war in Ukraine and China’s 
COVID-19 lockdowns early in 2022 countered some of that benefit.        

Stock prices peaked during the first few days of the year and then spent the rest of 2022 sliding lower as a bear market took hold across all 
types of assets. Rising interest rates, tighter monetary policies, slowing global growth, heightened geopolitical tensions, and growing 
recession odds sapped investor sentiment all year and weighed on stock and bond prices. By the end of November, the S&P 500 Index was 
down 13.1% year-to-date, the Bloomberg U.S. Universal Index had lost 12.7%, and the 10-year U.S. Treasury yield had jumped 219 basis 
points. The S&P 500 is on pace for its worst calendar year of performance since 2008. Rising interest rates, high inflation, and growing 
recession concerns were the principal themes driving the pressure on market performance this year. 

Helping weigh on asset prices throughout the year was the Federal Reserve's aggressive moves to raise interest rates in an effort to stamp 
out exceptionally high inflation. Through December, the Fed had lifted its fed funds target rate to 4.50% on the upper bound from essentially 
zero in March. The sharp move higher in the fed funds rate has been one of the most aggressive rate hikes in decades, with most investors 
expecting the Fed will continue to lift rates higher in 2023. The spike higher in interest rates this year has sent asset valuations tumbling, 
particularly across Growth stocks and profitless companies, while also resetting bond prices lower. Conversely, high-quality value 
stocks/bonds, income-producing investments, and Alternatives helped investors weather a challenging year. In addition, Energy and 
Commodities are on track for a solid year of gains and are one of only a few areas with positive performance in 2022. 

In June, the headline Consumer Price Index (CPI) peaked at +9.1% year-over-year — a four-decade high. As a result, stocks suffered their 
worst first half of performance in more than 50 years. And while through November, headline CPI slowed to +7.1% versus a year ago, the 
pace of decline has been slower than desired. As a result, inflation remains 3.5x the Fed's preferred target of 2.0% and has been a principal 
contributor to slowing U.S. economic growth in 2022. However, the story of high inflation is hardly just a U.S. phenomenon. Record high 
prices across the globe eroded growth overseas, weighed on global asset prices, and sapped investor sentiment.      

2022 Market & Economic Themes 
• A year of transition — moving from extraordinary toward 

ordinary. 
• Stock returns should be positive. However, slowing profit 

growth and elevated valuations may limit gains. 

• Pandemic effects could fade with more of the world 
emerging from COVID-19.    

• Stay long cyclical stocks, but dividend payers may add 
value as growth normalizes. 

• Markets look past ongoing geopolitical issues and the 
U.S. mid-term elections.    • Stock Selection & Disruptive Distribution. 

• Global supply chain pressures should ease as the year 
wears on. Notably, the pace of inflation is likely to 
moderate.  

• Beyond Fed purchases and rate policy. 

• Consumers enter 2022 in strong financial condition, a 
position that should support economic growth for some 
time. 

• The year for floating-rate bonds. 

• The U.S. and Europe continue to grow above trend, as 
does the rest of the world.  • Mitigate unwanted risks and diversify.    

• Monetary policies could become less accommodative 
but remain supportive throughout the year.       

 

Unfortunately, the U.S. economy contracted during the first two quarters of the year, and unsurprisingly, materially increased concerns that a 
shallow recession could eventually form. And while the U.S. economy returned to growth in the third quarter, easing labor market conditions, 
still high inflation, and aggressive Fed tightening could act to depress economic activity in the first half of next year. Notably, earnings growth 
substantially slowed in 2022 from unsustainably high levels in 2021 amid soaring inflation, disrupted supply chains, a tight labor market, and 
cooling demand. A shift in consumer spending from goods to services and slowing discretionary spending, given high food and energy 
prices, also weighed on corporate profits. Profit growth typically declines during bear markets/recessions and can even turn negative. Slower 
earnings trends and increasing concerns for negative profit growth in 2023 weighed on stock prices in the back half of the year. 

Overseas, restrictive zero-COVID-19 policies in China, the Ukraine war, an energy crisis in Europe, a strong U.S. dollar, and tightening 
monetary policies in response to disruptive inflation pressures also weighed on global asset prices. Moreover, manufacturing and services 
activity across several parts of the developing and developed world contracted, also elevating global recession risks. On a relative basis, 
U.S. assets, including the dollar, helped provide investors with a small port in the storm. Yet, there were few areas across the world where 
investors could turn to weather declines that are not on track for a negative return in 2022.     
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2023 Market & Economic Themes 
 

 Big Picture Themes Why is it important? 
 

Maintain agility in a period of transition  
At the start of the year, asset prices may struggle with inflation, higher 
interest rates, and lower corporate profits. However, stock and bond prices 
may eventually trade higher later in the year as macro conditions improve. 

 All bear markets have one key dynamic in 
common — they eventually end   

Despite the potential for further headwinds, the market is always looking into 
the future. Stock and bond prices may begin to recover before it is clear the 
economy is back on a more sustainable growth trend. 

 Inflation pressures could steadily moderate 
through 2023 but remain above Federal 
Reserve targets        

In our view, consumer and producer price inflation should slow as the year 
unfolds. Tougher year-over-year comparisons, tempered demand (in 
response to higher interest rates) and easing supply constraints could help 
curb broader price pressures over time. 

   
 Economic and Policy Considerations Why is it important? 
 

U.S. recession risks should remain elevated 
through the first half of the year 

U.S. GDP could further slow in response to inflation, higher interest rates, 
and cooling labor trends. However, if the U.S. economy slips into a recession 
in 2023, sound consumer and business fundamentals could limit the 
economic downside.   

 The Federal Reserve could pause rate hikes 
by the end of the first half but is unlikely to 
cut rates in 2023 

We forecast U.S. monetary policy to tighten modestly in the front part of 
2023. Fed officials then may choose to pause rate hikes and allow the 
economy time to absorb the restrictive policies to help bring down inflation. 

 
Global growth should reach its lows 

Overseas, growth could be challenged at the start of the year. However, as 
inflation pressures ease and outside of geopolitical threats, economic activity 
should improve over the year, particularly in China and Europe.   

   
 Stock & Fixed Income Themes  Why is it important? 
 

Corporate profit growth could continue to 
slow and possibly turn negative  

In our view, earnings estimates for next year remain elevated, given current 
economic conditions. Should demand cool next year, companies may see 
pressure on profit margins and a reduced ability to pass on costs. Investors 
should focus on companies with resilient earnings trends, stable demand, 
and an ability to grow under various economic conditions (including a 
recession).   

 
Moving from Defense to Offense  

Equity investors should focus on "Defense," "Dividends," and 
"Diversification" at the start of 2023. Yet, a more offensive approach focused 
on growth and cyclicality could be more appropriate later in the year.   

 
Quality – from abstract to defined  

Focus on companies with strong/stable earnings and low debt. Historically, 
high-quality stocks and bonds tend to outperform their lower-quality 
counterparts during periods of volatility and transition.  

 

Hello fundamentals, goodbye themes 
Theme or "story" stocks were in vogue for several years as investors 
focused on fast-growing new market opportunities, often at the expense of 
fundamentals. A return to fundamental investing could retake its rightful 
place as the preferred strategy that helps separate winners from losers. 

 
There Are Reasonable Alternatives (TARA) 

Investors should consider an environment where higher interest rates linger 
for longer. As a result, we believe bonds offer a reasonable return for less 
risk compared to equities. Cash and fixed income are back! 

   
 Portfolio Theme  Why is it important? 
 

Prepare portfolios to weather volatility but 
think longer-term when others may be overly 
focused on the near term    

Investors should continue to lean into areas that reduce portfolio risk, 
including high-quality stocks/bonds and income-producing investments. 
However, at some point, investors may want to shift into a more offensive 
approach when the storm clouds begin to lift. Staying disciplined, avoiding 
timing mistakes, and making modest tactical adjustments when conditions 
warrant are strategies that could help investors respond to the shifts in 
growth/policy we are likely to see throughout 2023.      

Jk
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Ameriprise 2023 Year-End S&P 500 Scenario Forecast 
 
 
 

Favorable Scenario                  
Macro Conditions 

Base Scenario                         
Macro Conditions 

Adverse Scenario                    
Macro Conditions  

• U.S. real GDP rises by +1.0% or more on 
resilient consumer spending  

• The global economy grows by more than 
+3.0% in 2023, as China and Developing 
Asia help boost global activity 

• U.S. employment remains resilient; The 
unemployment rate ends the year around 
4.0% 

• U.S. inflation moderates more smoothly 
in 2023, and in response to higher rates; 
Consumer spending normalizes while 
business activity remains firm 

• The Federal Reserve continues to hike 
rates early in the year, then cuts later in 
the year; Fed funds target ends 2023 at 
4.00- 4.25%  

• Other global central banks continue to 
tighten monetary policy in the front half of 
the year to stamp out inflation; Several 
major developed central banks signal an 
end to rate tightening   

• 2023 corporate earnings growth is flat to 
up +5.0% versus 2022; S&P 500 
companies, in aggregate, manage cost 
pressures well and avoid a steep decline 
in demand 

• U.S. 10-Year Treasury yield ends the 
year around 2.50% 

• Supply disruptions and labor constraints 
improve slowly though weaker demand 
and growth complicate the recovery; 
Ongoing geopolitical risks challenge the 
status quo 

• Other Market Considerations: 
Investors begin to look toward more 
economic stability, though higher rates 
limit the size/scope of asset price gains; 
Growth that remains positive likely keeps 
valuations elevated versus history; 
Energy/food prices moderate and relieve 
pressure on consumers/businesses; 
Dollar strength could subside as more 
clarity forms on macroeconomic issues 

• 2023 U.S. real GDP advances by around 
+0.5%, as inflation, peak interest rates, 
and a cooling labor market reduce 
consumer/business spending; A shallow 
recession is possible 

• The global economy likely grows by less 
than +3.0% in 2023; Most of the world 
struggles with lingering inflation and 
higher interest rates 

• U.S. employment normalizes lower; The 
unemployment rate ends the year around 
4.5% 

• Inflation moderates consistently 
throughout the year; Consumers 
rebalance their spending as the labor 
market normalizes 

• The Fed tightens monetary policy 
through the first half and holds; The fed 
funds target ends at 5.00% - 5.25% 

• Other global central banks continue to 
tighten monetary policy; Some central 
banks can slow or pause rate hikes in the 
second half of the year   

• 2023 U.S. corporate earnings growth is 
flat to down 5% versus 2022; Slower 
demand, reduced profit margins, and 
inflation pressures crimp earnings trends 

• U.S. 10-Year Treasury yield ends the 
year near 3.00% 

• China's zero-COVID policies improve as 
the year progresses; Supply irritants 
subside slowly though weaker demand 
and growth complicate the recovery; 
Ongoing geopolitical risks challenge the 
status quo 

• Other Market Considerations: 
Investors remain "risk adverse" in the 
front half of the year; Market sentiment 
improves as the year progresses and 
stocks begin to discount an economic 
recovery; Higher energy/food prices 
remain a drag on global growth; Dollar 
strength could subside as more clarity 
forms on macroeconomic issues 

• 2023 U.S. real GDP contracts; Inflation 
and rising interest rates send the U.S. 
economy into a recession 

• More of the world falls into a shallow 
recession; Business and consumer 
sentiment remains weak   

• The U.S. unemployment rate ends the 
year at 5.0% or above 

• High inflation further erodes consumer 
confidence, reduces spending, and alters 
behaviors that become more disruptive to 
the economy  

• Fed funds target ends the year at 5.75% 
- 6.00%, as inflation pressures remain 
sticky; Higher rates are more disruptive 
to economic growth  

• Other global central banks continue to 
tighten aggressively to stamp out 
inflation; Tightening financial conditions 
act to slow global growth and demand 
more materially  

• 2023 U.S. corporate earnings growth 
declines by roughly 10% versus 2022; 
Reduced economic activity, rising 
unemployment, and high inflation sap 
demand leading to a profit recession 

• U.S. 10-Year Treasury yield ends near 
4.50%  

• China's zero-COVID policies and the 
Ukraine war agitate the supply 
environment and delay normalization; 
Geopolitical risks threaten 
growth/stability more significantly 

• Other Market Considerations: 
Capitulation prompts less risk-taking; 
Stocks may finish the year lower and 
take time to recover from trough levels; 
Higher energy/food prices remain a drag 
on global growth; Dollar strength keeps 
currency markets volatile and threatens 
multinational profits    

4,600
+18.1% from 
12/15/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 20.0x 

2023 EPS Estimate = $230.00

4,300
+10.4% from 
12/15/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 19.5x 

2023 EPS Estimate = $220.00

3,300
-15.3% from 

12/15/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 16.5x 

2023 EPS Estimate = $200.00
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2023 Outlook 
2023 S&P 500 year-end price target: 4,300 
At the start of 2023, economic pressures could build as consumers and 
businesses continue to pare back activity in response to elevated 
inflation, restrictive monetary policies, and higher interest rates. This 
could result in lower-than-expected profit growth for the next several 
quarters. As a result, stocks and bonds could continue to grapple with 
volatility (and possibly trend lower over the near term) until the Federal 
Reserve pauses its tightening cycle and interest rates find a stable 
equilibrium. Notably, absent a steady risk-free rate, such as the 10-year 
U.S. Treasury yield, we believe investors may struggle to confidently 
price risk assets as the new year begins.  

However, stock and bond prices spent much of 2022 reacting to 
deteriorating macroeconomic conditions. In our view, investors may look 
past current headwinds at some point in 2023 and on to a brighter 
environment where growth is more dependable. Historically, stock prices 
often begin to turn higher before it is clear economic/profit conditions 
have reached their lows. For example, during the Financial Crisis, the 
S&P 500 Index bottomed in late March 2009. By comparison, the 
National Bureau of Economic Research (NBER) didn't call the end of the 
Great Recession until three months later. Importantly, S&P 500 
corporate earnings, on a trailing 12-month basis, didn't bottom until 
January 2010.  

Bottom line: Stocks may turn higher before the data is clear there is 
reason to hold a more constructive view on future growth. Therefore, 
investors should avoid becoming whipsawed during this transition 
period. In our opinion, a well-diversified investment strategy and focus 
on high-quality, income-producing assets could help investors weather 
the potential for further downside and participate in the eventual 
recovery. 

Although stocks may see further pressure in 2023 before possibly 
participating in a more prolonged recovery phase, we currently forecast 
flat-to-negative S&P 500 earnings growth in our base case scenario. 
Combined with a modest expansion in the multiple investors may be 
willing to pay for earnings growth later in the year, we anticipate the S&P 
500 Index to finish 2023 higher than where it currently stands. Yet, if 
inflation begins to ebb lower quickly, the Fed holds rates at a lower level 
than most expect, and profit growth remains flat-to-positive, stocks could 
see more robust returns in 2023, particularly after a challenging 2022. 
Conversely, if inflation remains sticky throughout the year, Fed policy 
tightens aggressively, and earnings growth deteriorates more rapidly, 
the S&P 500 could finish 2023 materially lower than current levels.  

Bottom line: Investors should hold a flexible view of the macroeconomic 
environment at the start of the year and be willing to adjust 
portfolios/return expectations as conditions change. Periods of transition 
are often tricky to navigate and increase the risk of timing errors that can 
throw investors off track. Therefore, we believe investors are best served 
by remaining disciplined, fully invested, defensively biased, and 
prepared to change course once the storm clouds lift. 

Importantly, interest rates could eventually reach a stable level 
sometime in 2023. Therefore, investors should lean on fixed income to 
help generate steady/high-quality income. Within stocks, 
value/defensively biased areas of the market could help mitigate risks 
should they intensify early in the year. And while a U.S. bias at the start 
of 2023 could help insulate further pressure, stocks outside the U.S. 
could see more opportunities emerge once inflation pressures slow, the 
U.S. dollar weakens, and international growth builds. Finally, should 
stocks and bonds see further pressure in 2023, we believe longer-term 
investors should use the opportunity to put excess cash to work and 
develop positions in high-quality assets. Often the last legs lower of a 
bear market provide some of the best opportunities for solid returns 
longer-term. Investors should ensure they are prepared to participate 
when the tide eventually turns.                     

 

Global Asset Allocation 
Committee 2023 Targets 

 

Key Measure 2022 Actual 2023 Target Implied 
Change 

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

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: American Enterprise Investment Services Inc.; FactSet 
pp = percentage points 
* Estimated, 2022 Actual based on year-end values 
**as of December 15th, 2022 

 
 

Actions to Consider 
• At the start of 2023, tilt your equity allocation to 

value-orientated, high-quality, income-
producing stocks. Notably, fixed income finally 
offers a competitive yield for the conservative 
part of your portfolio. Focus on high-quality 
government and investment-grade debt. 

 
• Rebalance portfolios to strategic or tactical 

targets. The downdraft in stocks and bonds in 
2022 may have thrown portfolios off target.  
 

• Tactical investors: Be willing to adjust 
portfolios throughout 2023 as conditions 
evolve. Defensive positioning at the start of the 
year may give way to an offensive approach 
once macro conditions improve. 

 
• Strategic investors: Falling asset prices in 

2022 make longer-term return prospects more 
attractive. Look at additional volatility and the 
potential for further stock pressure in 2023 as 
an opportunity to put cash to work. 

 
• Reach out to your financial advisor to construct 

an approach that works best for you and 
accounts for your unique needs and goals. 

 

Up Ahead: 
Economic Perspective 

Key Equity Themes 
Key Fixed Income Themes 

Portfolio Positioning & Wrap-up 
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Economic Perspective 
Growth slows, but more importantly, inflation wanes. 
 

U.S. economic growth is likely to slow in 2023 as the cumulative effect of 
Federal Reserve interest rate hikes weighs on the pace of activity. Currently, 
we forecast 2023 full-year real Gross Domestic Product (GDP) growth at 
+0.5% versus 2022 estimated growth of +1.8%. As was the case this past 
year, we believe most of the weakness could come in the first half of the 
year, when interest rates may be at their peak. 

In our view, the more important narrative for 2023 will be declining inflation 
pressures, assuming prices generally follow our forecast. We believe 
inflation remains the predominant problem as we enter the year. Still, recent 
evidence has been encouraging, and a further taming of inflation could 
enable a more balanced Federal Reserve monetary policy stance sooner 
rather than later. As seen in the top chart at the right, we forecast inflation, 
as measured by the Consumer Price Index (CPI), to decline quickly in the 
year's first half. The accelerated pace is partially due to tough year-ago 
comparisons but combined with improved supply-chain functioning and a 
slower pace of price appreciation for most goods and services.      

Strong consumer finances. Conditions at some point could yet 
meet the definition of "recession," and we currently believe the odds of such 
are slightly better than 50%. If a recession were to arrive, however, we 
believe it would be relatively shallow in light of the strength of consumer 
finances, sound corporate balance sheets, and what we believe would be a 
relatively modest increase in unemployment.   

Periods of heightened recession risk have historically been associated with 
heavy consumer debt burdens. However, contrary to that historical pattern, 
we currently see consumers as being in strong financial shape with low debt-
to-income ratios and ample aggregate savings. The second chart at the right 
depicts the Federal Reserve's Financial Obligations ratio.      

The International Outlook: The International Monetary Fund (IMF) 
currently projects 2023 global growth at +2.7% compared to their 2022 
forecast of +3.2%. By comparison, global growth averaged +3.4% over the 
10-year period from 2010 through 2019.   

Europe may already be in a recession as the region struggles with very high 
energy prices. The region could also face outright energy shortages in the 
months ahead as it seeks to shed its reliance on Russia as its primary energy 
commodity supplier. However, the pace of economic activity could improve in the world's second-largest economy, China, if the government 
continues its recent efforts to reduce COVID-19 restrictions. 

Please see our latest Economic Perspectives: 2023 Economic Outlook report for more detail.    

Ameriprise U.S. Real GDP Outlook  IMF Global Economic Projections 
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Key Equity Themes 
Defense to Offense   
We anticipate 2023 to be a somewhat bifurcated year for returns. We 
expect equities to start the year with elevated volatility as the market 
grapples with the headwinds of inflation, higher interest rates, and lower-
than-expected corporate profits. However, we forecast the S&P 500 to 
eventually trade higher on a return to earnings growth at more attractive 
valuation levels. Following 2022's downturn, our "Defense to Offense" 
theme 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. 
 
As the economy struggles to digest the lag effects of higher interest 
rates, inflation, and slowing growth, 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 
higher volatility, resist the allure of buying the dip on down days, 
hoping for a quick rebound. Instead, stick with the traditionally 
defensive sectors, including Consumer Staples and Health Care.   

2) Dividends: Dividends worked well in 2022, and we believe they 
could continue to offer an attractive niche in a volatile market. 
However, with interest rates expected to remain elevated for longer, 
we recommend investors focus on dividend growth rather than 
dividend yield. 

3) Diversification: Chasing short-term sector or factor returns can 
result in underperformance and frustration. The primary benefit of 
diversification is reducing risk and smoothing out portfolio returns by 
not being over-exposed to one specific economic or market 
segment. Adhere to a balanced allocation with an eye toward 
staying agile in what we anticipate will be a fluid investing 
environment.   

 
Offense: While we acknowledge that trying to time the market is a fool's 
errand, a rocky start to 2023 could provide an attractive entry point for 
investors later in the year. However, all bear markets eventually end, and 
the Fed likely reaches its price stability mandate as unemployment 
stabilizes near long-term averages. Therefore, stay agile and ready to 
take advantage of an evolving environment as we progress through 
2023.  
  
Quality shines. 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. In addition, 
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. In this post-pandemic, higher-risk 
premium market, we believe stocks with Quality characteristics could 
offer some 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.  

Hello fundamentals, goodbye themes. In 2023, we believe a 
“return to fundamentals” can retake its rightful place as the preferred 
analytical methodology that helps determine winning stocks from losers. 
In our view, focusing on fundamentals in the current macro environment 
can uncover attractive investment opportunities with a lower risk profile. 
Moreover, we believe fundamental analysis goes deeper than a "theme" 
or "story" and looks at the 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 theme stocks in hopes of attaining a 
previous valuation level that may never come to fruition in today's market 
environment. 
Please see the 2023 Equity Outlook reports for more detail.  

Defensive Sectors Well-Positioned 
Heading into 2023 

 
 

Dividends Outperformed during the 2022 
Downturn  

 
 

Value vs. Growth Battle Underscores the 
Importance of Diversification  
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Key Fixed Income Themes 
Cash and Fixed Income are Back! 
After starting last year at 1.75%, the yield on the Bloomberg US 
Aggregate Index rose to 4.5% on December 9th. A steady sell-off 
spanning the year's first three quarters led to the opportunities we see in 
bond investments today. The utter lack of yield available in bond 
markets over the last decade found relief with yield once again available 
in high-quality fixed income, including Treasuries, agency mortgage-
backed securities, and U.S. Investment Grade Corporate bonds that 
make up the US Aggregate index.  

 
Source: Bloomberg L.P. 

Remain up in quality within credit. Higher borrowing costs 
and narrowing liquidity make for a stark divide within corporate credit. 
Higher rated companies with strong, sustainable cash flow maintain 
flexibility to reposition for changes in demand, invest in evolving supply 
chains, and repay debt when due. The return of yield allows investors to 
focus fixed income allocations on Treasuries and U.S. Investment Grade 
Corporates. 

 
Trouble ahead for junk bonds. Often, fixed income 
performance depends more on avoiding calamities than picking the 
winners. Record profit margins and cheap debt funding leave 
speculative-grade companies in a precarious position. Increasing margin 
pressure and ongoing rating downgrades likely swell the ranks among 
the riskiest junk bonds and senior bank loan issuers. Their dependence 
on refinancing debt likely leaves them opportunistic borrows to the 
extent markets allow.  
 
We anticipate defaults to rise to long-term average levels of around 4% 
over the next 12 months. Potentially an even greater factor may be the 
swath of highly leveraged companies, ripe for downgrades and 
struggling to remain solvent until the Fed heads back toward easy 
money conditions in our view. We believe these zombie companies 
could be a less flexible dimension of the economy. 

 
Invest excess cash in cash investments. Yield finally 
returned to cash investments as the Fed hiked policy rates. Three-month 
T-bill yields rose to 4.35% on December 12th, providing cash 
investments such as money markets or ultra-short bond funds their 
highest yield in more than a decade. Investors may consider cash 
investments for excess funds not quickly needed as the drag from cash 
temporarily could contribute to investment returns. 
 
"Don’t fight the Fed” became a theme since the Great Financial Crisis 
suggesting investors contemplate riskier investments for even a modest 
return when policy rates are near zero. Today, Fed policy rewards 
savers and allows an attractive return even in cash, incenting investors 
to shift into cash and short-term fixed income. 
 
Please see our 2023 Fixed Income and Municipal Outlook reports for 
more detail.  

Ameriprise’s Fed 2023 Policy Forecast 
The Fed began hiking policy rates in March, and likely 
continues hikes into 2023. We forecast the Fed to raise 
rates by roughly five percentage points this rate cycle, the 
most in 40 years. While fixed income markets quickly 
responded to the Fed’s tightening, we anticipate economic 
and liquidity impacts to unfold through next year. 
 

 
Source: American Enterprise Investment Services, Inc.  
 

We recognize that this inflation spike is different, reminding 
Fed officials of damaging inflation from the 1980s. As a 
result, Chairman Powell committed to raising the fed funds 
target rate to a level sufficient to return inflation back to the 
Fed’s target of 2%. Minutes of the November policy meeting 
also highlighted that the danger of allowing inflation 
pressure to persist far outweighs the risk of leaving a 
restrictive policy in place for too long. 
 

 
Source: American Enterprise Investment Services Inc. 
 

Fed funds policy forecast: We believe the Fed hikes rates 
through the first half of 2023 before pausing as inflation 
pressures fade. Should inflation quickly return to the Fed’s 
long-term 2% target, we would anticipate rate cuts by year-
end likely lead fed funds to 4% or lower, while continued 
stubborn inflation may lead policy rates higher to 6% to cool 
labor markets and lower demand. 
Ten-year Treasury yield forecast: We believe 2-year 
Treasury yields gravitate lower into next year as bond 
markets price in a pivot in Fed policy from peak levels. With 
2-year Treasury yields settling to 4% next year we see 10-
year Treasury yields coming in a percent lower at 3%, 
returning to the 2%-3% long-term range.  
Should inflation prove more stubborn, and the Fed needs to 
hike rates to 6% or more, we believe bond markets likely 
send 10-year Treasury yields higher to 4.5% at year-end, 
pricing in skepticism that Fed tools would be sufficient to put 
inflation back in the bottle. More favorable inflation 
conditions near the Fed’s 2% target likely allow 10-year 
yields to fall to 2.50% at year end. 

Favorable Base Adverse
Scenario Scenario Scenario
Fed Funds Fed Funds Fed Funds

Target Range Target Range Target Range
4.00% - 4.25% 5.00% - 5.25% 5.75% - 6.00%

10-Year Treasury 10-Year Treasury 10-Year Treasury
2.50% 3.00% 4.50%

Ameriprise 2023 Year-End Forecasts
(see page 5 for more details)
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Portfolio Positioning & Wrap-Up 
Time to get back to the basics 
At this time last year, the world was hopeful that consumers 
would reemerge after nearly two years of a pandemic-induced 
pause. But unfortunately, what had been high inflation to start 
the year became much worse after Russia’s invasion of Ukraine. 
This left the Fed with little option but to aggressively raise its 
benchmark interest rate throughout the year. As a result, 
economic activity slowed as higher day-to-day living expenses 
sapped discretionary budgets. This sudden shift left both stock 
and bond investors down on the year for the first time since the 
early 1990s. 

As we look forward to 2023, we anticipate the year ahead to be 
one where initial caution could eventually give way to 
opportunity. Stock and bond markets are cheaper than they 
have been for most of the past decade, but near-term volatility 
may persist until the Fed pauses and inflation is controlled. 
Investors have historically looked forward in anticipation of 
what’s next, and we think this time will be no different, though 
the timing remains uncertain. 

Given the uncertainty, we recommend that investors get back to 
the basics. In our view, the best course to chart for 2023 
depends on time horizon, risk profile, views on tactical vs. 
strategic investing, and whether you are in accumulation or 
decumulation mode. We discuss each of these below. 

Time Horizon: While several of the market/economic conditions 
that challenged asset prices in 2022 will likely linger at the start 
of 2023, longer-term risk/reward opportunities are at decade 
highs for balanced investors (as measured by the implied yield 
on a portfolio with 60% stocks and 40% bonds). Notably, 
investors with a time horizon of a few years or more should be 
less concerned about how much more asset prices could fall 
over the near-to-intermediate term and rebalance back to long-
term targets. 

Risk Profile: With both stocks and bonds having reset lower, 
these traditional assets may once again offer more value for 
investors across risk profiles, reducing some of the need for 
alternative investments. More conservative investors can lean on 
fixed income for yield, while more aggressive investors can find 
long-term growth opportunities within equities.  

Strategic vs. Tactical: Investors willing to adjust and adapt to 
changing market conditions may find doing so valuable in 2023. 
Strategic investors should proactively rebalance, particularly if 
they find their portfolio drifting meaningfully away from their 
preferred allocation during the year. 

Accumulation vs. Decumulation: Investors still accumulating 
assets may find it easier to weather uncertainty in the year 
ahead. These investors can put assets to work opportunistically 
and look beyond the short-term obstacles. Retired investors 
spending down their portfolios should focus on generating 
income and ensure they can comfortably handle any near-term 
downside.  

Tying it all together  
While several of the market/economic conditions that challenged 
asset prices in 2022 will likely linger at the start of 2023, longer-
term risk/reward opportunities continue to improve, in our view. 
Notably, investors with a time horizon of a few years or more 
should be less concerned about how much more asset prices 
could fall over the near-to-intermediate term. Instead, investors 
should focus on mitigating risk in early 2023, remain fully 
invested, and be prepared to tactically shift portfolios on the margin once conditions begin to improve. ■

 

2022 – An Unusual Year with Both Stocks and 
Bonds Down 

 
Sources: Bloomberg, S&P Dow Jones Indices, American Enterprise 
Investment Services Inc. Stocks are represented by the S&P 500 Price 
Index and does not reflect the impact of dividends, Bonds are 
represented by the Bloomberg U.S. Universal Total Return Index. 
Calculations assume no fees or transaction costs. Past performance is 
not a guarantee of future results. Data as of 12/9/22. 

 

Long-term Balanced Investors Find Best 
Valuation in the Last Decade 

 
 
Sources: Bloomberg, S&P Dow Jones Indices, American Enterprise 
Investment Services Inc.  Stocks are represented by the earnings yield 
(earnings / price) of the S&P 500 Index, bonds are represented by the 
yield to worst of the Bloomberg U.S. Universal Index. 60/40 is 60% 
earnings yield from stocks and 40% yield to worst from bonds. Higher 
implied yields infer lower (better) valuations and vice versa. Data as of 
12/9/22. 
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Global Asset Allocation Committee   
Led by top Ameriprise strategists, the Ameriprise Global Asset Allocation Committee is a team of experienced investment 
professionals focused on delivering strategic and tactical asset allocation guidance and actionable investment strategies. 
Each quarter the Committee publishes a comprehensive outlook on the markets along with its recommendations in the 
Quarterly Capital Market Digest. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
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. 
 
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. 

This information is being provided only as a general source of 
information and is not intended to be the primary basis for 
investment decisions. It should not be construed as advice 
designed to meet the particular needs of an individual investor. 
Please seek the advice of a financial advisor regarding your 
particular financial concerns. Consult with your tax advisor or 
attorney regarding specific tax issues. 
 
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 
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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, Inc. Please consult with your financial advisor. 
 

Product Risk Disclosures 
 
Asset allocation and diversification does not assure a profit or 
protect against loss. 

Alternative investments cover a broad range of strategies and 
structures designed to be low or non-correlated to traditional equity 
and fixed-income markets with a long-term expectation of illiquidity.   

Alternative investments involve substantial risks and are more 
volatile than traditional investments, making them more suitable for 
investors with an above-average tolerance for risk 

Commodity investments may be affected by overall market and 
industry- and commodity-specific factors, and may be more volatile 
and less liquid than other investments. 

Risks are enhanced for emerging market issuers. 

There are risks associated with fixed-income investments, 
including credit risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates fall 
and vice versa. This effect is usually more pronounced for longer 
term securities. 

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.  

Non-investment-grade (high-yield or junk) securities present 
greater price volatility and more risk to principal and income than 
higher rated securities. 

International investing involves increased risk and volatility due to 
political and economic instability, currency fluctuations, and 
differences in financial reporting and accounting standards and 
oversight. Risks are particularly significant in emerging markets. 

Investments in small- and mid-capitalization companies involve 
greater risks and volatility than investments in larger, more 
established companies. 

The U.S. government may be unable or unwilling to honor its 
financial obligations. Securities issued or guaranteed by federal 
agencies and U.S. government-sponsored instrumentalities may or 
may not be backed by the full faith and credit of the U.S. 
government. 

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

Financial products that utilize complex investment strategies 
(including investments in sectors, commodities, currencies, 
derivatives or other nonconventional assets) involve substantial 
risks, may be more volatile than products that only use traditional 
investments, and may not be suitable for all investors. 
 

Definitions of Terms 
 
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. 

The Standard Deviation measures how concentrated the data are 
around the mean; the more concentrated, the smaller the deviation. 
 

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. 
 

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.  

 

http://www.ameriprise.com/legal/disclosures/
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