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The Dog Days Are Here 8/18/2023 

• The dog days of summer are starting to present a “tails we lose, heads we lose” outcome 
for investors. As of the close on 8/17/2023, the S&P 500 was higher by 15% YTD, while 
Corporate Bonds were up only 1.4%. Historically dating back 20 years, August has 
provided investors with the second worst return month for the S&P through the summer 
season, leading to into the worst month overall, September. 

• While several pundits and investors are leaning into a “soft-landing” or “no-landing” 
scenario, the punch they didn’t see coming was a more hawkish FOMC Minutes from the 
July meeting and the notion that the FOMC could leave rates higher for longer. 

• Despite this, it is our opinion that investors continue to whistle past the graveyard, 
reassured by a seemingly resilient labor market and anesthetized to ever-growing 
recession signals associated with: 

▪ Inverted yield curve(s) ▪ Leading Economic Indicators  ▪ Tightening lending standards 
▪ Resumption of student loans ▪ M2 contraction ▪ China re-opening miscue 
▪ NY/Philly Fed Recession Prob. ▪ Quantitative Tightening ▪ Bitcoin falling abruptly 
▪ Unaffordable housing ▪ China property sector ▪ Fitch downgrades US debt 
▪ Moody’s downgrades US banks ▪ Credit card debt/defaults rising ▪ Commercial Real Estate 
▪ 10yr note yield surging ▪ Corporate profits rolling over ▪ Home builder sentiment rolling 
▪ S&P P/E too high ▪ S&P earnings yield too low ▪ Hawkish July FOMC Minutes 
▪ Tempered 2024 EPS guidance ▪ US Government Shutdown 2.0 ▪ Pandemic savings waining 
▪ Surge in Real Rates ▪ Union strikes/pay pressures ▪ Slumping mortgage apps 
▪ US/China technology tension ▪ China/Taiwan tensions ▪ Russia/Ukraine War: Day 540 
▪ Ave S&P stock up only10% ▪ Small Cap breadth waining ▪ Revenge vacationing waining 
▪ Real Retail Sales trends lower ▪ JOLTS Openings waining ▪ Manufacturing PMI waining 

• Still, we stand by our “short and shallow” recession position first published in our 2023 
Outlook1, which was reiterated in our last note entitled, “The Waiting Is The Hardest 
Part.”  

• However, we continue to remind our readers that the National Bureau of Economic 
Research (NBER) is typically late to the party, especially in determining shorter 
recessions. This implies even if we slip into a shallow but hard recession, the NBER may 
be late in calling it – once again! 

• In our 2023 Half-Time Update & Outlook, we highlighted some concerns from above and 
their impact on equity market valuations. At that time,  we also suggested “a general risk-
off backdrop associated with a liquidity drain as the Treasury seeks to replenish its General 
Account.” In other words, as the Treasury needed to fund the government following the 
near shutdown, the issuance of government debt could draw demand from risks assets 
(equities); a scenario that seems to be currently playing out 

• We will continue to monitor this very dynamic capital market and will provide additional 
thoughts as appropriate. 

We’d love to hear your thoughts! 

Christopher Pike, CFA® 

chris.pike@northeastprivate.com 

973-422-9140 
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Disclosure:   

The information in this publication and references to specific securities, asset classes and financial markets are provided 
for illustrative purposes and do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor 
does they constitute an endorsement with respect to any investment area or vehicle. This material serves to provide 
general information to clients and is not meant to be legal or tax advice for any particular investor, which can only be 
provided by qualified tax and legal counsel.  

Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not 
guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC 
(or any other state or federal agency), are not deposits of or guaranteed by Northeast Private Client Group, and are 
subject to investment risk, including the loss of principal amount invested.  

Portfolios are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign 
investments may be less liquid, more volatile and less subject to governmental supervision than in the United States. The 
values of foreign securities can be affected by changes in currency rates, application of foreign tax laws, changes in 
governmental administration and economic and monetary policy. Investors should consider the investment objectives, 
risks, charges, and expenses of ETFs carefully before investing. This and other information are contained in the fund’s 
prospectus, which may be obtained from your investment professional. Please read it before you invest. Investments in 
ETFs are subject to risk, including possible loss of the principal amount invested.  

This information is being provided to current Northeast Private Client Group clients and should not be further 
distributed without Northeast Private Client Group’s approval. S&P 500 Index is a market index generally considered 
representative of the stock market as a whole.  

The index focuses on the large-cap segment of the U.S. equities market. Dow Jones Industrial Average is a widely used 
indicator of the overall condition of the stock market, a price-weighted average of 30 actively traded blue chip stocks, 
primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures 
the performance of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms 
of market capitalization. NASDAQ Composite Index is a market value-weighted index that measures all NASDAQ 
domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's security affects the 
index in proportion to its market value This commentary contains forward-looking statements and projections.  

Actual results may differ from current expectations based on a number of factors including but not limited to changing 
market conditions, leverage and underlying asset performance. Northeast Private Client Group makes no representation 
or warranty, express or implied that this information shall be relied upon as a promise or representation regarding past 
or future performance.  

This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and 
such opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are 
unmanaged, and one cannot invest directly in an index. Data and rates used were indicative of market conditions as of 
the date shown.  
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Opinions, estimates, forecasts, and statements of financial market trends are based on current market conditions and are 
subject to change without notice. Securities products and advisory services offered through Park Avenue Securities LLC 
(PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a 
wholly-owned subsidiary of The Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast 
Private Client Group is not an affiliate or subsidiary of PAS or Guardian.  2023-160188. Exp. 8/2025 

 


