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2024 Market Outlook:  
What If There Is No Landing?

January 3, 2024

There’s an old Japanese proverb that says, “The bamboo that bends is stronger 
than the oak that resists.” That may well describe today’s “bend but do not 
break” economy.

On the face of it, 2023 was a most improbable year. Several material events 
failed to land much of an economic or market impact, including two land wars; 
a banking crisis that brought down several large banks and forced a central 
bank backstop of the entire banking system; a budget-induced legislative 
deadlock that resulted in another round of U.S. sovereign debt downgrades; 
and a prolonged and deeply inverted yield curve. Through it all, the economy 
swayed but did not break. Markets appeared to brush it off. The landscape of 
returns for 2023 makes the point. (Exhibit A)
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Exhibit A: Total Returns by Asset Class
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Source: Bloomberg, Fiduciary Trust Company.  Indices: Cash: Bloomberg Barclays 1-3M Treasury Note, Corporate 
Debt: Bloomberg Barclays US Corporate, U.S. Large and Mid Cap: Russell 1000, U.S. Small Cap: Russell 2000, Dev. 
Int’l: MSCI EAFE, Emerg. Mkts: MSCI EM, U.S. Aggregate 1-3 Year: Bloomberg US Aggregate Bond Index 1-3 Year. 
U.S. Aggregate 7-10 Year: Bloomberg US Aggregate Bond Index 7-10, Global Equities: MSCI All Cap World Index. 
Data as of December 29, 2023. 
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It is hard to recall another time when a banking crisis, inverted yield curve, and 
the inevitable slowing of credit creation did not result in some sort of economic 
dislocation.

Despite this catalog of woe, the economy remains in remarkably fine fettle. Real 
gross domestic product grew at an annual rate of 5.2% in the third quarter, its 
fastest pace since the fourth quarter of 2021, when pent-up demand from the 
pandemic was unleashed as the economy reopened.1 While the economy slowed in 
the fourth quarter,2 it remains surprisingly resilient thanks to the ongoing strength 
of the labor market.

Exhibit B: NBER Recession Criteria

Source: National Bureau of Economic Research (NBER), Federal Reserve, U.S. Bureau of Labor Statistics (BLS), U.S. 
Bureau of Economic Analysis, Macrobond, Fiduciary Trust Company. Shaded bars indicate recession. Data as of 
January 2, 2024.
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In the face of high interest rates, tightening bank lending standards, waning homebuilder confidence, and 15 
consecutive months of below-average small business confidence, the economy managed to produce nearly 200,000 
jobs in November.3 This brings the total for the 11 months to more than 2.5 million. The unemployment rate now 
stands at an impressive 3.7%.4 As we’ve pointed out in the past, until there is a material increase in job losses, it’s 
hard to think a recession is a lurking threat. This perspective is reinforced by the NBER Recession Criteria, which show 
generally improving conditions on multiple fronts. (Exhibit B)

In fact, fewer than one-third of forecasters polled by Bloomberg are bracing for a recession.5 To be sure, economists 
have a track record largely unburdened by success. A 2023 recession failed to materialize, despite being so broadly 
predicted that it was practically scheduled. Remarkably the stock market failed to register much concern, only 
managing to produce an impressively short and mild correction in October. If one looked away, it was missed. In many 
ways, 2023 was the year of no landing.

If past is prologue, 2024 is likely to be a good year for both the economy and markets, as recessions rarely coincide 
with presidential elections. In fact, election years have historically been the second-best year for stocks in a presidential 
cycle. This isn’t terribly surprising, as those in power are motivated to delay the onset of recessions until after the vote, 
and this includes not just elected officials but the Federal Reserve chairs who are appointed by the winners.

This isn’t to say that a recession couldn’t happen in 2024. Recession has occurred in six of 24 presidential election 
years. However, three of those six occurred during extraordinary periods: the Great Depression, the Great Financial 
Crisis, and the pandemic. However, policy-induced recessions are exceedingly rare during an election year.

The Arch of Probability in 2024

Soft Landing into a Goldilocks Economy

This brings us to an interesting thought experiment: dimensioning the landscape that investors will face in 2024. 
Constructing an array of possibilities along a continuum is a useful way to conceptualize the landscape. In other words, 
we can build a stylized probability distribution curve where multiple futures can be assessed. (Exhibit C) The broad 
consensus holds that a soft landing will unfold when the economy slows enough, allowing inflation to cool down 
and facilitate a series of interest rate cuts. This view believes that the economy can slide into a lower gear without a 
recession. Federal Funds futures predicts almost six rate cuts, totaling roughly 150 basis points.6

Exhibit C: A Stylized Landscape of Growth Scenarios in 2024

Source: Fiduciary Trust Company. Graphic is illustrative and does not represent calculated probabilities. As of December 29, 2023.
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Economic growth is estimated to be 1.2% in 2024 according to Bloomberg. The 
Federal Reserve’s forecast is somewhere between 1.2% and 1.7%.7 Earnings for 
the S&P 500 are expected to rise 11.5% on 5.5% revenue growth.8 (Exhibit D) 
This soft landing is a Goldilocks scenario, representing the best of all worlds and 
playing to expectations that, all things being equal, means fewer market ructions 
for investors.

No Landing

But what if this bamboo-like economy turns out to be even more resilient than 
that? What if instead of a gentle touch down, there is no landing but continued 
growth as employment remains strong and growth higher than expected? Over the 
past year or so, investors would have dismissed this notion as wishful thinking or 
folly.9 Indeed, it was dismissed last year. Yet given the forecasting acumen of the 
profession, it’s a possibility worth considering. This scenario represents moving into 
the tail of probabilities and surprises not priced.

The idea of no landing is easier to consider in the sterile conditions of a thought 
experiment than in the messiness of reality. The expectation of lower interest 
rates that have yet to be realized by the central bank have propelled asset prices 
broadly higher during the closing months of 2023. The calculus of a no-landing 
scenario will upset the expectations of investors and the plans of policymakers, 
as higher growth forces more pressure on prices and prevents anticipated interest 
rate cuts. Under a no-landing scenario, the collision of lower rate expectations with 
the reality of higher rates for longer will predictably be the source of impressive 
market volatility.

Whatever 2024 brings, central bankers will likely keep interest rates high enough 
to prevent another bout of inflation. From our perch, this means that Powell & 
Co. will fail to cut interest rates in line with the market’s current expectations. 
Indeed, after the December Federal Open Market Committee meeting, the dot plot 
illustrating each central banker’s forecast for Federal Funds rates going forward 

Whatever 2024 
brings, central 
bankers will 
likely keep 
interest rates 
high enough to 
prevent another 
bout of inflation

Video: 

View our market outlook 
webcast at:  

fidtrustco.com/market-outlook

(available mid-January 2024)

Exhibit D: S&P 500 Quarterly Earnings Per Share

Source: S&P Global., Macrobond, Fiduciary Trust Company. Shaded bars indicate recession. Data as of January 2, 
2024.
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By most accounts, 
inflation has 
steadily moderated 
over the past year 
and a half

showed only three cuts forecasted for 2024, relative to the six cuts expected by 
the markets, as outlined above.10

Some of this reluctance to play to the market’s script may be attributable to the 
ghost of Arthur F. Burns, the last Fed chairman to lose control of inflation, resulting 
in America’s last real bout of it, which turned into stagflation during the 1970s and 
early 1980s.

By most accounts, inflation has steadily moderated over the past year and a half. 
The overall rate of inflation, for instance, fell to 3.1% in November, down from 
9.1% in June 2022.11 At the same time, real three-month Treasury yields have 
finally reverted to their historic levels. Since 1955, the spread between three-
month T-bills and the year-over-year percentage change in the Consumer Price 
Index averaged roughly 65 basis points. Since the Fed slashed short-term rates in 
the global financial crisis, however, real three-month yields have been materially and 
durably negative. Recently, they bounced back to 62 basis points, suggesting the 
price of money has finally returned to its normalized relationship with the price of 
things. (Exhibit E) This return to normal shows no significant threat to employment 
or growth. The idea that positive real interest rates would not be accompanied by 
damaged employment and economic growth was unthinkable in recent times.

Though this suggests some sense of stability is at hand, significant flare-ups in 
inflation are rarely put down with one pass. If history is a guide, bouts of inflation 
tend to peak multiple times before policymakers can arrest it. Data stretching 
from the 1880s reveals that once inflation pushes through 10%, the secondary 
and tertiary impacts from the initial bout reverberate, causing second inflationary 
episodes.

Exhibit E: Real Three-Month U.S. Treasury Yield

Source: U.S. Department of Treasury, U.S. Bureau of Labor Statistics, Macrobond, Fiduciary Trust Company. The three-month T-bill is 
deflated by the year-over-year percentage change in CPI, smoothed by the 12-month moving average. Gold line depicts mean real 
three-month treasury yield. Data as of January 2, 2024.
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Portfolio Considerations
Equities

In a soft-landing or no-landing scenario, equities should show well. Secondary 
benefits might unfold as well. A strong public market might facilitate a reopening 
of the IPO market, which would be enthusiastically welcomed by the private equity 
market. U.S. equities will likely be the standout again this year if the interest rate 
story plays out as expected. However, international equities could surprise, as 
currency effects could figure prominently in returns. Japan might very well be the 
sleeper market again in 2024 as yield curve control relents and a real rate of 
interest emerges.

We are penciling returns for the American market in the 6%-10% range—7.5% is 
the average for a presidential election year. (Exhibit F) In a no-landing scenario, we 
might expect the average stock in the market to do somewhat better, as earnings 
could surprise. However, the volatility could be emetic, as the failure of rates to 

Disclosure related to Bloomberg 
indices used in this presentation:

Bloomberg Index Services Limited. 
BLOOMBERG® is a trademark and 
service mark of Bloomberg Finance 
L.P. and its affiliates (collectively 
“Bloomberg”). Bloomberg or 
Bloomberg’s licensors own all 
proprietary rights in the Bloomberg 
Indices. Bloomberg does not approve 
or endorse this material or guarantee 
the accuracy or completeness of 
any information herein, nor does 
Bloomberg make any warranty, 
express or implied, as to the results 
to be obtained therefrom, and, to 
the maximum extent allowed by law, 
Bloomberg shall not have any liability 
or responsibility for injury or damages 
arising in connection therewith.

Exhibit F: The Presidential Cycle and S&P 500 Returns

Source: Bloomberg, cfainstitute.org, Fiduciary Trust Company. Data based on presidential cycles 1928 – 2022.

Source: Bloomberg, Fiduciary Trust Company. Data as of December 29, 2023.

Exhibit G: S&P Equal Weight Forward Price/Earnings Ratio
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follow the script would force a reset in the bond market. Whether the Magnificent 7 will lead the way again in 2024 
remains a question.12 The drivers of growth will likely remain under the soft landing, but company-specific challenges 
will likely force differentiation in performance for some of these stocks. Valuations for the average stock, as represented 
by the S&P 500 Equal Weight P/E, are close to the relatively undemanding longer-term averages. (Exhibit G)

Fixed Income

If, as expected, a recession is not a 2024 issue, bonds should do reasonably well. This would be particularly true if the 
market is headed toward a Goldilocks scenario with softening inflation, moderating employment growth, and rate cuts.

As previously noted, a no-landing scenario will cause a fundamental reset of interest rates, possibly pushing the 
10-year treasury back to the 5% level. This will provide bruising losses for those investors who extended portfolio 
duration. Portfolio duration of roughly five years is justifiable, given the uncertainty of how things might play. Shorter 
duration but higher yield, whether through securitized credit or other forms of carry, should perform well if the soft-
landing scenario plays out. If a no-landing scenario surprises, the yield will cushion any declines that duration causes.

International

While a recession may not be the likely scenario in the U.S. this year, it’s harder to make that case in Europe, where 
much of the continent and the United Kingdom have been flirting with contraction for some time. Remarkably, while the 
headlines have been reliably dour for Europe, returns across the continent have been comparable to the U.S. Markets in 
Spain, France, Germany, and Sweden posted gains of 34%, 22%, 24%, and 26% respectively in dollar terms. Betting 
on a repeat of 2023 in 2024 takes a leap of faith, but if interest rates in the bloc do not follow the U.S., then lower, 
dollar-based investors might find currency exposure a source of return. 

In Asia, the Bank of Japan continues its program of loosening yield curve control. Japan appears finally headed back 
to real positive rates which has started a process of repatriating capital to that market, lifting the Nikkei 225 Index to 
levels not seen since 1990. In addition to the end of strict yield curve controls, investors are also finding improved 
capital management and attractive valuations. The return of capital has also strengthened the yen recently, which raises 
the question as to whether we’re in the peaking process of the dollar’s value.

Last year, we asserted that the dollar reached its peak in the third quarter of 2022. We reiterate this call as the interest 
rate cycle in the U.S. moves into its next phase. While the Federal Reserve is sending signals of rate cuts in 2024, 
the monetary mandarins at the European Central Bank, the Bank of England, and the Bank of Japan are holding fast to 
higher rates, which will place pressure on the dollar. Consequently, currency exposure beyond the dollar will help boost 
returns across international assets. The dollar’s status as the world’s reserve currency remains firmly in place, despite 
efforts by China and others to create alternative payment systems based on other currencies.

Into the New Year
The sum of all of this is a growing economy that drives rising profits against the backdrop of slowing inflation: an idyllic 
landscape for risk assets. Reflecting this state of play, we will reset the defensive portfolio posture we held last year 
by adding risk exposure to both domestic and international markets. It is important to note that, unlike 2023, where 
disruptive events failed to exert a meaningful and durable impact on asset prices, 2024 could bring a sharp break from 
this pattern. An election year with a volatile electorate, an economy that shows no immediate bowing to the business 
cycle, and markets that have priced moderating growth and inflation with a great deal of confidence is a recipe for 
surprise. Surprises against a backdrop of optimistic certainty will undoubtedly cause impressive volatility that will make 
the returns enjoyed feel hard won. n

1 Gross Domestic Product (Second Estimate) Corporate Profits (Preliminary Estimate) Third 
Quarter 2023, U.S. Bureau of Economic Analysis.
2 GDPNow, Federal Reserve Bank of Atlanta. Dec. 7, 2023.
3 The Employment Situation — November 2023, Bureau of Labor Statistics. Dec. 8, 2023.
4 The Bureau of Labor Statistics, Bloomberg.
5 “Fed Starts to Confront the next Big Question: Why to Cut Rates,” Rich Miller and Steve 
Matthews, Bloomberg. Dec. 10, 2023.
6 Bloomberg, Dec. 19, 2023.
7 Federal Reserve forecast after the December 2023 meeting.

8 Factset Earnings Insight, Dec. 15, 2023.
9 “Forecast for U.S. Recession Within Year Hits 100% in Blow to Biden,” Josh Wingrove, 
Bloomberg. Oct. 17, 2022.
10 “Fed Holds Rates Steady, Signals 3 Rate Cuts in 2024,” Barron’s. Dec. 13, 2023.
11 Consumer Price Index — November 2023. Bureau of Labor Statistics. Dec. 12, 2023.
12 The Magnificent Seven is a stock market meme of AI and technology focused companies that 
have caught investor interest. They also make up roughly a quarter of the S&P 500 Index when 
measured by the collective weighting of the group. The Mag 7, as it is known, consists of Apple, 
Microsoft, Alphabet, Amazon, Nvidia, Meta Platforms, and Tesla.



A Letter From Our President & CEO
Dear Friends and Clients,

The management of a professional services firm, like Fiduciary, is in large part 
an exercise in collaboration and alignment. At its core, Fiduciary is a collection of 
professionals who dedicate themselves to the provision of exceptional service and 
great outcomes for their clients. As such, the firm is a living organism with different 
personalities, perspectives, skills and tenures. What truly differentiates Fiduciary, 
and other leading professional service firms, is its ability to align and harness the 
expertise of these many professionals on behalf of its clients. 

This past year was an excellent example of the collective work of Fiduciary’s 
professionals on behalf of our clients. We achieved our highest client retention rate 
in a decade—above our standard 98%. We steered clients’ investment portfolios 
through uncertain markets with an eye toward the future. And we assisted many 
families and individuals in making significant financial decisions to enable them to 
lead the lives to which they aspire. 

Additionally, Fiduciary was an important partner and service provider throughout the 
year to other wealth advisors, RIAs and family offices in administering trusts, filing 
taxes, serving as a custodian and facilitating donor-advised funds. From our inception, 
Fiduciary has always worked with other professionals and very much believes a 
professional ecosystem is required to serve clients.

2023 will also be recognized for our best new business year ever. This is the seventh 
year out of the last nine in which we have exceeded the previous year’s result. 
The combination of high retention and increased new business has accelerated 
our net organic growth by over seven times since 2014. While there are multiple 
factors that have contributed to this success, we believe the two largest have been 
maintaining our focus on client service and increasing the awareness of Fiduciary’s 
distinctiveness more broadly.

To help the Company fulfill its commitments in the years to come, we added 
to our ranks. A few of the new additions include Sid Queler as Head of Wealth 
Management, Tom Nonnweiler as an Investment Officer and two colleagues in our 
New Hampshire affiliate, Jill Mastroianni and Toni Brogna. The past year was also 
the first full year for the Company to operate in its updated hybrid work model. By 
incorporating the silver linings learned during the pandemic with new technologies 
and our focus on mentorship, we have crafted a modern and flexible approach that is 
proving effective.

Indeed, 2023 was a full year with the achievement of noticeable milestones. And, 
while I and my colleagues are proud of the year, we are equally excited about 
continuing our positive momentum into the years to come.

Best,

Austin V. Shapard
President & CEO
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