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MARKET OUTLOOK 

As of February 2023.

• 2023 should be a strong year for global equities as a new bull market 
takes hold

• Despite decent economic and corporate results, investor sentiment 
fell to historic lows last year, but investors’ main fears are fading

• Recession is possible, but recession expectations are already 
widespread, muting its impact

• Equities typically recover well before the economy and earnings

• The most favorable part of the US election cycle is upon us

• Inflation should fall faster than many appreciate, capping interest 
rates

• Growth should outperform early as the hardest-hit equity categories 
rebound, but cyclical value stocks may take over by yearend
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EARLY BULLS BOOM
The strong equity returns since late 2022 lows is typical of early bull markets. Since the Great 
Depression, returns in the first six and twelve months of new bull markets have averaged 
+27% and +43%, respectively.

Source: Global Financial Data, FactSet, as of 03/23/2021. S&P 500 price returns, daily, 03/06/1937 – 03/23/2021. 
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Peak Trough Duration (M) % Decline +6M +12M Recovery 
Duration (M)

Total Bull 
Market 
Return

03/06/1937 04/28/1942 62 -60% 25% 54% 45 158%

05/29/1946 06/13/1949 37 -30% 23% 42% 12 267%

08/02/1956 10/22/1957 15 -22% 10% 31% 11 86%

12/12/1961 06/26/1962 6 -28% 20% 33% 14 80%

02/09/1966 10/07/1966 8 -22% 22% 33% 7 48%

11/29/1968 05/26/1970 18 -36% 23% 44% 21 74%

01/11/1973 10/03/1974 21 -48% 30% 38% 69 126%

11/28/1980 08/12/1982 20 -27% 44% 58% 3 229%

08/25/1987 12/04/1987 3 -34% 19% 21% 20 65%

07/16/1990 10/11/1990 3 -20% 29% 29% 4 417%

03/24/2000 10/09/2002 31 -49% 12% 34% 56 101%

10/9/2007 03/09/2009 17 -57% 52% 69% 49 401%

02/19/2020 03/23/2020 1 -34% 48% 75% 5 114%

Average 19 -36% 27% 43% 24 167%

Median 17 -34% 23% 38% 14 114%



EQUITIES RECOVER WITHOUT AN “ALL CLEAR” SIGNAL
As the saying goes, if you are looking for clarity, equity markets are an expensive place to 
find it. That is because when economic conditions look clear, equities are well on their way 
higher. The bull market that began in March 2009 provides a good example. Equities 
bottomed well before the recession was over, and significant economic uncertainty lay 
ahead.

Source: FactSet, MSCI World Index Level, USD, daily, 12/31/2008 – 07/04/2014.

5

Global financial panic bottoms; financial system feared insolvent

Q2 US GDP Hit 
Lowest Level at -3.3%

US Unemployment 
Rate Hits Highest 

Level at 10%

Dubai Debt Worries

1st Greek 
Bailout

EPS Hit Lowest 
Level Hyperinflation and 

deflation concerns

Lowest 
Wage 

Growth

Muni 
Bond 
Fears

US debt 
ceiling fight 
intensifies

US Credit Rating 
Downgrade

1st Greece 
Default

US Fiscal Cliff 
Concerns 
Heighten

Lowest Wage Growth

2nd Greece Default

Detroit Bankrupcy

Start of Gov't Shutdown

Fed begins tapering 
QE program

ECB negative rates

1500

2000

2500

3000

3500

4000

4500

5000

Dec '08 Mar '10 Jun '11 Sep '12 Dec '13

MSCI World Index Level (Post GFC)



INCONSISTENT CAPITULATION
Not all bear markets end in high-volatility capitulation. Historically, only about half of bear 
markets featured a significant volatility spike at the bottom. When they do occur, volatility 
spikes usually coincide with a V-shaped bottom.

Source: FactSet & Global Financial Data, daily, 12/31/1927 – 01/31/2023. Prior to VIX inception (1986), 30 day realized volatility of 
S&P 500 daily price returns was used as a proxy. A VIX capitulation spike trigger level occurs when VIX is above 40 when near a 
bear bottom. The spike start date is based on when VIX begins to be above 1 standard deviation of its trailing 3-year average. 
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Bear 
Start

Bear 
Bottom

Duration 
(M)

% 
Decline

Volatility 
Spike?

S&P 500 Price Return
Bear Start to 
Spike Start

Spike Start to Bear 
Bottom

+12M After Spike 
Start

+18M After Spike 
Start

Sep 1929 Jun 1932 32.8 -86.2% Y -86.0% -1.4% 115.8% 121.1%
Mar 1937 Apr 1942 61.6 -60.0% Y -51.0% -18.3% 4.4% 2.6%
May 1946 Jun 1949 36.5 -29.6% Y -12.1% -19.9% -9.9% -17.7%
Aug 1956 Oct 1957 14.7 -21.6% N
Dec 1961 Jun 1962 6.5 -28.0% Y -12.5% -17.7% 10.3% 12.6%
Feb 1966 Oct 1966 7.9 -22.2% N
Nov 1968 May 1970 17.9 -36.1% N
Jan 1973 Oct 1974 20.7 -48.2% Y -40.5% -13.0% 17.8% 42.0%
Nov 1980 Aug 1982 20.5 -27.1% N
Aug 1987 Dec 1987 3.3 -33.5% Y -16.1% -20.8% -2.5% 6.6%
Jul 1990 Oct 1990 2.8 -19.9% N

Mar 2000Oct 2002 30.5 -49.1% Y -36.0% -20.5% 3.2% 15.9%
Oct 2007 Mar 2009 17.0 -56.8% Y -25.8% -41.7% -11.3% 1.5%
Feb 2020 Mar 2020 1.1 -33.9% Y -4.7% -30.6% 21.7% 39.1%

Avg Perf -31.6% -20.4% 16.6% 24.9%
Median Perf -25.8% -19.9% 4.4% 12.6%
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TO “V” OR NOT TO “V”
Some bear markets end with a final sharp move down followed by an equally sharp 
rebound—a “V-shaped” bottom—while some bottoms are more gradual. So far, the market 
recovery since late 2022 has been strong but resembled a typical non-V bottom.

Source: FactSet. Shows average of S&P 500 Index Price Level before and after past US bear markets troughs, monthly, USD, 
11/01/1930  – 09/30/2021. V-shaped bears consist of the following years: 1932, 1942, 1949, 1982, 2009 and 2020. Non V-shaped 
bears consist of the following years: 1957, 1962, 1966, 1970, 1974, 1999 and 2002. Excludes 1987 due to its unique correction-like 
behavior.
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CURRENT MARKET TOPICS
Our views on contemporary investor topics in the market 

As of February 2023.

• Expectations for equity returns in 2023 are mixed

• Investor sentiment reached extreme lows in 2022, setting the stage 
for strong returns going forward

• Equity valuations were not as extreme as other sentiment indicators, 
but valuations have less influence over equity returns than many 
believe

• Corporate earnings are likely to slow or even fall slightly, but equities 
are often resilient in the face of modest earnings declines
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A WIDE RANGE OF FORECASTED EQUITY OUTCOMES
Studying forecasts for equity market returns can be a useful contrarian tool. Many forecasts 
are based on information already priced into markets. Viewing those forecasts in aggregate 
as a “sentiment bell curve” can indicate the least likely outcomes for markets. However, there 
is less consensus about 2023 returns than usual, suggesting significant uncertainty remains.

Source: Fisher Investments Research, as of 01/04/2023. S&P 500 guru forecasts for 2022 and 2023.
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EXTREME NEGATIVE SENTIMENT BODES WELL FOR EQUITIES
By most measures, investor sentiment reached historic lows in 2022. Surveys of professional 
and retail investors, newsletter writers, fund flows, and margin debt reduction, among others, 
indicated extreme pessimism. Historically, extreme negative sentiment readings bode well for 
equities moving forward.

Top Source: FactSet. Investors Intelligence Sentiment Index & S&P 500 Index Price, weekly, 01/01/1970 – 01/06/2023. Bottom Left 
Source: Refinitiv Eikon – Lipper Fund flows ex. ETFs, weekly, 01/01/2018 - 01/18/2023. Bottom Right Source: FINRA, monthly, 
02/01/1953 – 12/31/2022. Pulled forward 1M to reflect when data is released.
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Equity valuations are important but have less influence over past and future equity returns 
than many believe. Since 1995, the S&P 500 has increased over 10X with only a modest 
increase in valuation. Even short-term returns and valuation changes are inconsistent. 
Trailing 12-month valuation changes and equity returns are only loosely correlated, and there 
has been no meaningful, consistent relationship between valuations and forward returns.

MULTIPLE DILEMMAS

Source: Global Financial Data & FactSet. S&P 500 Total Return, S&P 500 trailing 1-year price-to-earnings ratio, S&P 500 month-
end price-to-earnings ratio, monthly, 09/30/1995 – 01/31/2023.
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EQUITIES RECOVER BEFORE EARNINGS
Earnings expectations have fallen considerably recently with many expecting an earnings decline. 
Historically, equity prices have bottomed well before earnings, and periods of mild earnings contractions 
have featured above-average equity returns where prices look past mild weakness. Often, earnings 
contractions are accompanied by offsetting multiple expansion.

Source: FactSet. Top left chart shows Percent of S&P 500 companies with upward and downward revisions for the current 
unreported calendar year, monthly, 09/01/1995 – 01/31/2023. Large Corrections are defined by declines between down 15-21% 
lasting longer than 3 months. Top right chart shows average of % change in S&P 500 Earnings Per Share and Index Price Level 
before and after past US bear markets troughs, monthly, USD, 11/01/1930  – 09/30/2021. Bottom left chart shows year-over-year 
performance of S&P 500 index for a given level of trailing 4 quarter (Y/Y%) earnings per share, quarterly, 03/31/1927 – 12/31/2022. 
Bottom right chart shows MSCI World Return attribution, yearly, 12/31/2000 – 12/31/2022.
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WANT TO LEARN MORE?
For a full version of this Macro Insights, including our views on: 

• Style & Sector Themes,

• Developed Markets, and
• Emerging Markets

Please email FisherInstitutionalMarketing@fi.com. 

Follow Fisher Investments Institutional Group’s LinkedIn Showcase Page
for more capital markets insights. 
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Investing in financial markets involves the risk of loss and there is no guarantee that all or any capital invested will be repaid. 
Past performance neither guarantees nor reliably indicates future performance. Other methods may produce different results, 
and the results for individual portfolios and for different periods may vary depending on market conditions and the composition 
of the portfolio. The value of investments and the income from them will fluctuate with world financial markets and international 
currency exchange rates. 

For Institutional Investors Only 

The information in this document constitutes the general views of Fisher Investments and its affiliates and should not be regarded 
as personalized investment advice or a reflection of the performance of Fisher Investments, its affiliates, or their clients. We provide 
our general comments to you based on information we believe to be reliable. There can be no assurances that we will continue to 
hold this view; and we may change our views at any time based on new information, analysis or reconsideration. Some of the 
information we have produced for you may have been obtained from a third party source that is not affiliated with Fisher 
Investments. Fisher Investments requests that this information be used for your confidential and professional use. Data is month
end and USD unless stated otherwise.       

Fisher Investments
Fisher Asset Management, LLC, doing business as Fisher Investments (FI), is a leading independent investment adviser registered 
with US Securities and Exchange Commission (US SEC). As of January 31, 2023, FI and its subsidiaries managed $190.0 billion. 

Fisher Investments Ireland 
Fisher Investments Ireland Limited (FII), an Irish private limited company, is registered, along with its trading name, Fisher 
Investments Europe, with the Companies Registration Office in Ireland (#623847 and #629724), and is regulated by the Central 
Bank of Ireland, with its registered address at: 2 George’s Dock, 1st floor, International Financial Services Centre, Dublin 1, D01 H2T6 
Ireland. FII is wholly-owned by Fisher Asset Management, LLC, trading as Fisher Investments (FI), which is wholly-owned by Fisher 
Investments, Inc. FII outsources portfolio management to FI. FI’s Investment Policy Committee is responsible for all strategic 
investment decisions. The Fisher Joint Investment Oversight Committee is responsible for overseeing FI’s management of portfolios 
that have been delegated to FI. This material may also be found posted on the FII website at 
institutional.fisherinvestments.com/en-ie. If your firm wishes to be removed from receiving these materials in the future or wishes to 
pay for this material, please contact FII. This material has been approved and is being communicated by FII.

Fisher Investments UK
Fisher Investments Europe Limited (FIUK) is authorisedand regulated by the Financial Conduct Authority (FCA #191609), trades 
under the name Fisher Investments Europe, and is registered in England (Company #385093). FIUK is wholly-owned by Fisher Asset 
Management, LLC, trading as Fisher Investments (FI), which is wholly-owned by Fisher Investments, Inc. FIUK delegates portfolio 
management to FI. FI’s Investment Policy Committee is responsible for all strategic investment decisions. The Fisher Joint 
Investment Oversight Committee is responsible for overseeing FI’s management of portfolios that have been delegated to FI. This 
material may also be found posted on the FIUK website at institutional.fisherinvestments.com/en-gb. If your firm wishes to be 
removed from receiving these materials in the future or wishes to pay for this material, please contact FIUK. This material has been 
approved and is being communicated by FIUK.
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DISCLOSURES
For Institutional Investors Only 

Fisher Investments Australasia
Fisher Investments Australasia Pty Ltd (ABN 86 159 670 667, AFSL 433312) provides services to wholesale clients only and outsources 
portfolio management to its parent company, Fisher Asset Management, LLC (AR 001292046), which does business in the United 
States as Fisher Investments. Investing in equities and other financial products involves the risk of loss. Past performance is not 
indicative of future performance. Presented in USD. Currency fluctuations between the USD and the Australian dollar may result in 
higher or lower investment returns. This document constitutes the general views of Fisher Investments Australasia Pty Ltd as of the 
date of this document. These views do not take into account individual financial situations, needs or objectives and should not be 
regarded as personal investment advice. No assurances are made we will continue to hold these views, which may change at any 
time based on new information, analysis or reconsideration. In addition, no assurances are made regarding the accuracy of any
forecast or other forward looking statement made herein. Forecasts are based on current expectations and beliefs involving risks, 
uncertainties, assumptions, and judgments that are difficult to accurately predict and may prove inaccurate. Forecasts and any 
past performance information are not an indicator of future performance and should not be relied upon. Actual outcomes may be
materially different. There can be no assurances that investment returns from a particular strategy or allocation will exceed returns 
from another strategy or allocation. Individual financial products, including fixed interest products and derivatives, and investing in 
different markets, carry unique risks. Any references to a particular tax treatment depends on the individual circumstances of each 
client and may be subject to change in the future.

Fisher Investments DIFC 
Fisher Investments, DIFC Branch (FI DIFC) is regulated by the Dubai Financial Services Authority (DFSA) and is authorised to conduct 
business with Professional Clients and Market Counterparties only as defined by the DFSA.

Fisher Investments Japan Limited 
Fisher Investments Japan (FIJ) is a branch of Fisher Investments Japan Limited and is registered as a Financial Instruments 
Business Operator with the Japan Financial Services Agency under Director-General of Kanto Local Finance Bureau (Financial 
Instruments Firm No. 2766), and is a member of Japan Investment Advisers Association. Fisher Investments Japan (FIJ) serves as the 
investment manager, and delegates a portion of the portfolio management function to FI subject to the oversight of the FIJ 
Portfolio Engineer. FIJ provides discretionary investment management service to clients in Japan. FIJ was established in Tokyo 
Japan in 2015 as a wholly-owned subsidiary of FI.
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