
Quarterly Commentary 
THREE QUESTIONS FOR H2

wm.calamos.com

Market Review

» The US Federal Reserve paused its series of hikes, though markets interpreted it as a “hawkish” pause and expect at least one 	

   more rate hike this year.

» Inflationary pressures eased with an 11th consecutive decline in the Consumer Price index (CPI) combined with a lower-than-	

   expected reading in the Fed’s preferred inflation measure, the core personal consumption expenditures (PCE).

» Economic data remained resilient, defying the recession skeptics for at least another quarter. Additionally, consumer 		

   confidence increased to the highest level in nearly one and a half years.  

» US equity markets posted continued strong performance, with the S&P 500 up 8.7% during the second quarter (16.9% year-	

   to-date) and the Nasdaq up 13% (32.3% year-to-date).

» Fixed income markets continued to be volatile, with the US 2-year Treasury rising almost 90 basis points to 4.9% during the 	quarter. 

Market Outlook

» We believe it will be difficult for the Fed to continue its rate hike cycle after July, given declining inflationary pressures and 	

   financial stability risks that are still present.

» Monetary policy divergence, financial stress, and geopolitical tensions should present more opportunity for active 		

   management to add value.

» Concerns about the durability of equity performance will continue in the second half of the year as markets digest slowing    	

   corporate earnings and the impact of the rapid rate hike cycle.

» We view core fixed income as increasingly attractive, given the backup in yields as well as the increased diversification 		

   potential in portfolios. 

This quarter, we highlight three key questions, the answers to which we believe will be the main drivers of markets for the second 

half of the year:  

	 1. Will Market Breadth Widen This Year?

	 2. Fed: One More and Done? Or More to Follow?

	 3. Long-Anticipated Recession or Soft Landing?

Will Market Breadth Widen This Year?

In our May monthly commentary, we highlighted the fact that US stock markets had been overwhelmingly driven by a handful of 

mega-cap technology stocks. This trend continued in June, driven by investor enthusiasm for AI as well as the perceived safety of 

these large companies. In fact, the top five companies in the S&P 500 have returned almost 75% year-to-date on average, whereas 

the remainder of the index has remained relatively flat.



The long-term winners and losers of the rise of AI remain 

uncertain. There is considerable disagreement among equity 

analysts, with some companies named “winners” on some lists 

and “losers” on others.

Many investors are looking at the AI infrastructure space as 

a potentially low-risk long-term play compared to the actual 

software developers. Chips and data centers seem to be early 

beneficiaries. It has become clear that companies will increase 

their investment in this area, potentially favoring companies like 

Microsoft with the ability to allocate large investments behind 

this theme. The AI-fueled rally could also extend outside of 

technology, and there were some initial signs of a broadening out 

late in the second quarter.

Fed: One More and Done? Or More to Follow?

One more hike from the US Federal Reserve appears likely, 

though after that all bets are off. As of the end of the quarter, 

markets were pricing in over an 80% chance of a hike in July, 

another partial rate later in the year. Expectations for rate cuts 

continued to be pushed out into 2024. This tightening cycle is 

the fastest pace since the 1980s.  

Fed Chair Jerome Powell said in late June that the central bank’s 

2% inflation target is unlikely to be achieved for a few more years. 

However, we have seen evidence of moderating inflationary 

pressures, as can be seen in the US Wage Growth versus Core 

CPI Chart below. 

Average hourly earnings (AHE) is a measure of the average hourly 

earnings of all private employees on a “gross” basis, including 

premium pay for overtime and late-shift work. Core CPI is an 

aggregate of prices paid by urban consumers for a typical basket 

of goods, excluding food and energy.

As noted above, we believe it will be difficult for the Fed to 

continue its rate hike cycle after July, given these declining 

inflationary pressures and financial stability risks that are still 

present. Where we differ from market expectations is that we 

feel that potential rate cuts will be further out and perhaps less 

dramatic than what the market is currently pricing in. Over the 

course of the first half of the year, investors have consistently 

been forced to push back expectations for rate cuts, and we feel 

this could continue.

Long-Anticipated Recession or Soft Landing? 

Market strategists have flagged recessionary fears for well over 

a year now. Hawkish central banks and declining corporate 

earnings expectations have led to concerns about a hard 

landing. Additionally, US factory activity has contracted for eight 

consecutive months. Many have pointed to the continued 

inversion of the US yield curve (in particular the 2-year and 10-

year US Treasury note) as evidence of an upcoming recession. 

The curve inverted further during the quarter as the front end 

pushed higher, anticipating further rate hikes. 

YTD Return 
through 

June
S&P 500 
Weight

S&P 500 
Contribution

S&P 500 16.89%

Apple 49.72% 7.35% 3.65%

Microsoft 42.67% 6.63% 2.83%

NVIDIA 189.54% 2.31% 4.38%

Google 36.33% 3.65% 1.33%

Amazon 55.19% 3.13% 1.73%

Top 5 Total 23.07% 13.91%

Everything else 76.93% 2.98%

Source: Bloomberg. Past performance is no guarantee of future results.
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Despite these warnings, the US economy has remained 

resilient, and unemployment remains exceptionally low. Robust 

consumer confidence adds to the case for a gradual slowing 

of economic activity instead of a rapid one. Given no clear 

signs of excess in the overall economy as well as a still-buoyant 

consumer, we find ourselves in the soft landing camp.  

Summary

We remain cautiously optimistic about the global economy, 

given a resilient consumer as well as strong employment data. 

From an equity standpoint, we are relatively neutral on growth 

versus value. Although growth has sharply outperformed this 

year, we feel that this performance could widen and benefit 

equities more broadly. We feel that now is a good time for 

investors to consider increasing exposure to high-quality 

core fixed income, given attractive yields and diversification 

properties. 
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Definitions
Core PCE: Measures the changes in the price of goods and services purchased by consumers for the purpose of consumption, excluding food and energy.
CPI: A measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services.
Core CPI: An aggregate of prices paid by urban consumers for a typical basket of goods, excluding food and energy.
AHE: A measure of the average hourly earnings of all private employees on a “gross” basis, including premium pay for overtime and late-shift work.

The material presented within the Quarterly Market Review is distributed for informational purposes only. The information contained herein is based on 
internal research derived from various sources and does not purport to be statements of all material facts relating to the information mentioned, and 
while not guaranteed as to the accuracy or completeness, has been obtained from sources we believe to be reliable. Opinions, estimates, forecasts, and 
statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. 
The views and strategies described may not be suitable for all investors. References to specific securities, asset classes and financial markets are for 
illustrative purposes only and are not intended to be, and should not be interpreted as, recommendations. The opinions and views of third parties do not 
represent the opinions or views of Calamos Wealth Management LLC. Opinions referenced are as of the date of publication and are subject to change 
due to changes in the market, economic conditions, or changes in the legal and/or regulatory environment and may not necessarily come to pass. This 
information is provided for informational purposes only and should not be considered tax, legal, or investment advice.

Past performance may not be indicative of future results. Different types of investments involve varying degrees of risk. Therefore, it should not be 
assumed that future performance of any specific investment or investment strategy (including the investments and/or investment strategies recommended 
and/or undertaken by Calamos Wealth Management, LLC [“Calamos”]), or any non-investment related services, will be profitable, equal any historical 
performance level(s), be suitable for your portfolio or individual situation, or prove successful. Calamos is neither a law firm, nor a certified public 
accounting firm, and no portion of its services should be construed as legal or accounting advice. Moreover, you should not assume that any discussion 
or information contained in this document serves as the receipt of, or as a substitute for, personalized investment advice from Calamos. Please remember 
that it remains your responsibility to advise Calamos, in writing, if there are any changes in your personal/financial situation or investment objectives 
for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any 
reasonable restrictions to our investment advisory services. A copy of our current written disclosure Brochure discussing our advisory services and fees is 
available upon request or at wm.calamos.com.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, 
and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, 
the incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your account holdings correspond 
directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/
indices may be more or less volatile than your accounts; and, (3) a description of each comparative benchmark/index is available upon request.

Diversification and asset allocation does not guarantee a profit or protect against a loss.

Calamos Wealth Management
2020 Calamos Court | Naperville, IL 60563-2787 
888.857.7604 | wm.calamos.com 
CWMWealthAdvisors@calamos.com
© 2023 Calamos Investments LLC. All Rights Reserved. 
Calamos® and Calamos Investments® are registered  
trademarks of Calamos Investments LLC.

CWM 218203 0723


