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Last week was the 5th consecutive gain for the S&P 500. Fourteen of the last 15  
weeks have been positive. Prices are now up for the index over 20% since the lows  
from last October. The S&P is above 5,000 and at new all-time price highs. It’s been 
a great start for the stock market this year. 

A big reason for the market gains is that the economy has been stronger than 
expected. For example, nearly 2/3rds of companies have reported earnings so 
far for the last quarter, and over 80% have bested expectations. That compares 
to a typical beat rate of 67% in a typical quarter (data going back to 1994).

There is a tide change, however, in what is driving the stock market. For months, it was 
primarily about interest rates — both what long-term rates were doing, and what the 
Federal Reserve might do. If rates went up, stock prices went down, and vice versa. 
Over the last few weeks, however, rates have moved higher and so has the stock 
market. In short, this is a stock market that wants to go higher. It is classic bull market 
behavior. Bull markets ignore bad news, and any good news is a reason to rally.

That said, I believe that a new risk may be starting to develop: the potential for a 
“melt-up market.” This is when prices shoot higher as more investors jump into the 
market based off of increasingly positive sentiment and FOMO (“fear of missing 
out”) on attractive short-term gains. Just like bear markets and corrections, melt-up 
markets can be destabilizing to many investors, threatening their focus on the 
proper investment principles of maintaining balanced and diversified portfolios 
created on their investment goals, and maintaining a long-term discipline.

It is notable that the top names in the stock continue to dominate the index gains so 
far this year. It is normal that markets can get concentrated at times, and it is also 
natural for that concentration to unwind. To everything there is a season. On that 
last point, despite strong relative performance in recent years, did you know that the 
largest names in the market tend to underperform — and by a far margin at that? In 
fact, according to a new paper by GMO last week, since 1957, the top ten stocks have 
underperformed the equal-weighted average of the remaining 490 stocks in the S&P 
by 2.4% per year. Since 2013, however, the top ten names have outperformed by 4.9% 
per year. The large cap outperformance in recent years really has been exceptional.

This week will bring the latest readings on inflation and consumer spending. On the 
corporate earnings side, about 15% of the S&P 500 is set to report earnings.

Add it all up... 

Stay invested. Stay diversified. Stay disciplined.  

If you have any questions or comments, please let us know at 
strategists@brinkercapital.com or at Rusty@Orion.com.  See you next week. 
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The Market Barometer captures the Brinker Capital’s 12-month plus market outlook. It is updated each month by the Orion Asset 
Allocation Committee. Standard inputs include proprietary reports produced by the Orion Discretionary Investment Team. The Barometer 
reflects current positioning in investment portfolios. The Barometer is also used as a basis for market outlook presentations.
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Fundamental indicators include factors such as corporate earnings, profitability, and the credit environment.
• Earnings growth is expected to continue improving into 2024 and 2025.  At year-end, earnings growth 

expectations are for double-digit growth in 2024 and 2025. have likely troughed, leading to a more 
constructive forward-looking outlook. 

• GDP growth continues to surprise to upside.  4Q23 real GDP growth was 3.3%.  GDP grew well above 
expectations in 2023 at +2.5%. 

• Several leading indicators, however, such as an inverted yield curve, still suggest some potential 
weakness in 2024.

Valuation indicators include factors such as price multiples, the CAPE ratio, and earnings yield vs. other 
asset classes.
• Valuation measures point to an expensive domestic equity market.
• Current CAPE ratio is well above historical average which is consistent with below-average returns.
• Fed Funds rate exceeds the forward earnings yield of the S&P 500.
• Small cap, foreign developed, and emerging markets are relatively attractively valued.

Interest rate indicators include factors such as the interest rate environment, credit spreads, and inflation.
• Yield curve has been inverted for the longest consecutive span since 1980; inversion has been a  

bearish market signal and fairly accurate indicator of future recessions.
• Inflation-adjusted interest rates remain high which is typically a headwind for risk assets.
• Investment grade and high yield spreads remain tight vs historical averages.  They are “well-behaved” 

but potentially vulnerable. Wider spreads are often a precursor of equity weakness. 
• Markets are aggressively pricing the end of the Fed’s rate hike cycle with deep cuts currently expected 

in 2024. If that’s the case, that will be a plus for risk assets.

Policy indicators include factors such as monetary and fiscal policy.
• Domestic liquidity backdrop remains market-friendly.
• Fiscal policy is expected to be accommodative with current election cycle.
• Year-over-year change in M2 money supply remains negative, but is still above long-term trend.   

Year-over-year money supply, however, may have bottomed.
• Increased government spending in the face of rising debt service continues to pose longer-term threats 

to government funding and potential for robust fiscal policy response.

Behavioral indicators include factors such as sentiment, momentum, trend, and breadth.
• Price trends were positive at year-end and into the new year. 
• New highs typically mean above-average returns moving forward. 
• Seasonality is also bullish in the fourth year of the presidential election cycle, though not necessarily at 

the beginning of the fourth year. 
• Investor (and consumer) optimism, however, is at higher levels, suggesting below average (albeit  

positive) returns in the months and quarters to follow. 

Fundamentals
We invest to participate in 
company success. Over time, 
stock prices follow earnings.

Valuation
How much do we pay 
for those fundamentals? 
Starting points matter.

Interest Rates
Both the level and trend 
of interest rates impact 
earnings and valuations.

Policy
Monetary and fiscal policy 
impact interest rates, 
valuations, and earnings.

Behavioral
Over the short term, the 
market is like a voting 
machine.

NEGATIVE NEUTRAL POSITIVE



The Brinker Asset Class Barometer serves as the team’s outlook on the six major asset classes that comprise the multi-asset class 
portfolios. It is updated each month by the Orion Asset Allocation Committee. Standard inputs include proprietary reports produced by 
the Brinker Discretionary Investment Team as well as industry-leading external research providers.
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Factors considered within domestic equity include allocations to the traditional style box asset classes.
• Valuations are high by historical standards, suggesting forward below average returns for the broad benchmarks.
• The interest rate environment isn’t friendly for stocks: high real rates and inverted yield curve are two leading reasons.
• Fundamentals, however, are improving.  Better economic and corporate earnings growth rates are expected. 
• The valuation gaps between value and growth stocks as well as large and small cap stocks are highly extended, thus 

favoring value-oriented and smaller market capitalization companies

Factors considered within international equity include a breakdown between developed and emerging markets as well as 
allocations across the traditional style box.
• Relative valuations are considerably more favorable for non-US stocks.  International equities broadly have higher 

dividends than US equities providing a buffer to volatility and higher total return potential.
• US economic growth, however, remains competitive.
• The US dollar has been strong of late, and if US interest rates move higher, that could provide more strength.  A strong 

dollar would be a headwind for non-US relative performance.  The upcoming Presidential Election could also be a 
factor for dollar performance. 

• Neutral on favoring either developed vs emerging markets

Factors considered within core fixed income include credit quality and duration of the broad fixed income universe.
• Modestly positive on core fixed income with the most attractive yield environment in nearly two decades; higher starting 

yields generally point to higher expected forward returns
• Absolute yields are attractive for corporate bonds, but still cautiously navigating given tight credit spreads and  

anticipation of Fed cutting.
• Fixed income sectors that look attractive given current spreads include agencies, mortgage-back bonds and CMBS.
• Though still short duration, the “T-Bill and Chill” strategy is not attractive for long-term investors due to potential  

reinvestment risk.

Factors considered within global credit  include allocations to various spread and/or non-core fixed income sectors as well 
as duration.
• Strategically, we believe in global credit but currently neutral on a tactical basis. 
• High yield bond spreads are tight by historical standards.  High yield has been resilient so far, but the asset class is not on sale. 
• Emerging market debt, however, have much more attractive credit spreads. 
• Despite spreads being tight relative to long-term averages, starting absolute yields still remain attractive in light of US 

equity valuations. 

Factors considered within liquid alternatives include high versus low beta sub-asset classes.
• Correlations between stocks and bonds have risen, making alternatives an attractive diversifier. 
• Liquid alternatives offer a relatively stable risk profile with the potential for little correlation to equity beta or fixed 

income duration
• Tactically, neutral on liquid alternatives as core fixed income has become more attractive
• Liquid alt strategies that are more attractive include event driven, trend-following and multi-strategy. 

Factors considered within real assets include allocations to the subcategories of commodities, real estate, natural 
resource equities, and infrastructure
• Real assets remain a powerful diversifier, especially during period of high/rising inflation.
• Tactically, neutral on real assets though geopolitical risks and potential for reacceleration in inflation are potential 

tailwinds for real assets
• Within real assets, natural resource stocks have compelling relative valuations; the green energy transition provides 

elevated demand for a variety of industrial metals
• REITs have been strong performers of late but likely need stable/lower rates to sustain outperformance. 

Domestic Equity

International Equity

Core Fixed Income

Global Credit

Alternatives

Real Assets
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Disclosures
The views expressed herein are exclusively those of Orion Portfolio Solutions, LLC d/b/a Brinker Capital Investments a registered 
investment advisor, and are not meant as investment advice and are subject to change.

The S&P 500 Index is an unmanaged index of 500-large capitalization companies.  This index is widely used by professional investors 
as a performance benchmark for large-cap stocks. The Nasdaq Composite Index is an index that follows approximately 5000 stocks 
that trade on the Nasdaq exchange. It is considered a good benchmark for smaller company stocks. An index is an unmanaged 
group of stocks considered to be representative of different segments of the stock market in general. You cannot invest directly in 
an index.

The CFA® is a globally respected, graduate-level investment credential established in 1962 and awarded by CFA Institute — the 
largest global association of investment professionals. To learn more about the CFA charter, visit www.cfainstitute.org.

The CMT Program demonstrates mastery of a core body of knowledge of investment risk in portfolio management. The Chartered 
Market Technician® (CMT) designation marks the highest education within the discipline and is the preeminent designation for 
practitioners of technical analysis worldwide. To learn more about the CMT, visit https://cmtassociation.org/.

Think2perform’s Behavioral Financial Advice program integrates traditional finance practices with psychology and neuroscience to 
improve emotional competency and decision-making behavior that increases effective usage of the financial plan with clients. To 
obtain the Behavioral Financial Advisor (BFA) designation, participants must complete a self-directed course, which takes 20-30 
hours to complete, and includes a mix of interactive exercises, videos and case studies. To learn more about the BFA,  
visit https://www.think2perform.com.

Wealth Management services offered through Orion Portfolio Solutions, LLC d/b/a Brinker Capital Investments a registered 
investment advisor.
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Source: Brinker Capital. Information is accurate as of January 31, 2024. Themes and specific funds utilized to implement themes are discussed within the context of Brinker Capital’s 
managed asset allocations and are based on current market conditions and constitute Brinker Capital’s judgment and opinions, which are subject to change without notice. Past 
performance does not guarantee future results. Statements referring to future actions or events, such as the future financial performance of certain asset classes or market segments, 
are based on the current expectations and projections about future events provided by various sources, including Brinker Capital’s Investment Management Group. These statements 
are not guarantees of future performance and actual events may differ materially from those discussed. Orion Portfolio Solutions, LLC d/b/a Brinker Capital Investments a registered 
investment advisor.   

 https://www.think2perform.com

