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Resilient US Consumer & Economy

$10 trillion of fiscal and monetary stimulus
(Still working way through the economy) 

$2 trillion of “excess” US consumer COVID savings
(Approximately $800 billion remaining)

Structurally tight labor markets
(Numerous pre and post COVID multi-year drivers)

Less rate sensitive US economy
(Fixed rate home mortgages, robust capital markets, low deposit rates)

Balance sheets strengthened during COVID
(Over $4 trillion USD IG & HY issuance in 2020 and 2021 combined)

Post COVID pent up consumer demand
(Demand for services remains high as consumer normalizes behavior)
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1H 2023 Performance

1 Global Equity Markets 

2 Global Rates Markets  

3 USD Corporate Credit Markets 

4 Global Commodity Markets 

5 Global FX Markets 
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Global Market Total Returns (1H 2023) 
Annual relative total returns, USD markets 

Source: (1)  CreditSIghts. Bloomberg. Data through June 30, 2023. BAML, S&P LSTA. Bloomberg EM Sov is USD EM Sovereign BBB & lower index. 
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NASDAQ Leads US Equities in 1H 2023 

Source: (1-6)  Bloomberg. Data through June 30, 2023. 

In the face of extraordinary headwinds (inflation, Fed, bank sector, debt ceiling), US equity markets 
defied expectations with their strong performance in the 1H 2023. The NASDAQ composite posted 
its strongest 1H performance in the 1H in decades, up 32%, as well as a new record for relative 
performance versus the S&P 500, Dow Jones Industrials and Russell 2000.
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Record 1H Performance for NASDAQ 100 
After declining 33% in 2022, the NASDAQ 100 had its strongest first half ever in the first six 
months of 2023. 

Source: (1)  Bloomberg. Data through June 30, 2023. 
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S&P 500 Performance, by Sector, in 1H 2023

Source: (1)  Bloomberg. Data through June 30, 2023. 

Among industries, six of the 11 sectors in the S&P 500 finished higher in the 1H, led by technology, 
communications and consumer discretionary.  All 11 sectors posted positive returns in the month of 
June.  The industrial sector and homebuilders also had notable YTD outperformance, each breaking-
out to new record highs. The highest performing sectors in 1H 2023, including IT and consumer 
discretionary stocks, were among the worst performers in 2022. 
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S&P 500 Already Ahead of Year End Projections 
Back in January, Wall Street equity strategists were forecasting flat y/y returns for the S&P 500 in 2023. 
Up 16% YTD, the S&P 500 is already well ahead of year end forecasts made back in January. 

Source: (1)  Bloomberg, “Where Stock Market is Headed After Wild First Half” (June 25, 2023). S&P 500 data through June 30, 20 23, forecast data as of June 15, 2023. 
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Narrow Equity Rally Broadens in June
While aggregate equity returns were strong in the 1H 2023, the breadth of the rally was fairly narrow 
with large cap and growth stocks significantly out-performing small caps and value.  However, the 
breadth of the market rally did improve meaningfully in June with the Dow Jones, S&P 500 and the 
S&P 500 equal-weight indices all posting their best monthly performances of 2023 in June.

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Buyback Stocks Outperformed Dividends in 1H 2023
In the full year 2022, S&P 500 companies repurchased a record $923 bn shares. While Q1 2023 share 
repurchases of $215 bn were down 23% from the record Q1 last year, they still outpaced Q3 & 4 
2022. The financials sector was a significant driver of repurchase activity, representing nearly $47 bn 
of buybacks and outpacing the IT sector for the first time since Q3 2017. 

Source: (1)  Bloomberg. Data through June 30, 2023. S&P Dow Jones Indices, “S&P 500 Q1 2023 Buybacks Again Tick up, As Sector Expenditures Shift; Buyback Tax Reduced 
Operating Earnings by 0.45%” (June 14, 2023). 
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Global Equity Markets in 1H 2023 

Source: (1-3 ) Bloomberg. Data through June 30, 2023. 
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Developed Equity Markets in 1H 2023 

Source: (1-6)  Bloomberg. Data through June 30, 2023. 
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Emerging Equity Markets in 1H 2023 

Source: (1-6)  Bloomberg. Data through June 30, 2023. 
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Global 10 Yr Yields Mostly Lower in 1H 2023
10 Year Government rates declined across most developed economies in the 1H 2023.

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Short End UST Rates Higher in 1H 2023
After record losses in the UST market in 2022, short end rates continued to move higher in 1H 2023. 
Longer term rates however, were range bound to lower, causing the yield curve to invert even further. 

Source: (1)  CreditSights, “US Weekly – Second Half Begins.” (July 3, 2023). Data through June 30, 2023. Total returns. Bloomberg. 
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10 Yr UST Yields Broke Out of 1H Range
In the final days of Q2 2023, 10 year yields broke out of their 1H trading range, rising above 4% 
on July 6.

Source: (1)  Bloomberg. Data through June 30 2023. 
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UST Yield Curve in 1H 2023 
Despite flattening in March due to financial sector stress, yield curves became more deeply inverted 
over the course of 1H 2023. The 3m-10yr yield curve, one of the Fed’s preferred signals of US 
recession risk, reached its most deeply inverted level in decades. 

Source: (1-2 ) Bloomberg. Data through June 30, 2023. 
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Treasury Market Volatility & Liquidity in 1H 2023  
The combination of QT and financial sector dislocations has pushed liquidity in the $24 trillion US 
Treasury market to its lowest levels since 2008. While the market has recovered since March, volatility 
remains high and liquidity tight relative to historical averages. 

Source: (1-2 ) Bloomberg. Data through June 30, 2023. 
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USD New Issue Market in 1H 2023 
After a strong start in Jan-Feb, IG new issue volumes declined sharply with bank sector stress in 
March-April, down as much as 20% Y/Y after the first 4 months of the year. However, stronger 
performance in May and June has brought the gap to just 2% below last year’s 1H levels. High Yield 
issuance, on the other hand was much stronger in 1H 23 vs. 1H 22. USD HY issuance volumes are up 
37% year-on-year and are just 9% short of 2022’s full year volume. 

Source: (1-2 ) IFR. CFR. Data through June 30, 2023. 
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Robust USD IG Issuance in 1H 2023 
USD IG issuance volumes of $721 bn in the 1H 2023 are nearly 60% toward full year forecasts, and on 
track for one of the strongest issuance years on record.

2022 actual
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1H 2023
issuance
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forecast
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Wall Street 2023 forecasts in January
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Source: (1)  CFR. 2023 issuance data as of June 30, 2023 close. 

USD IG issuance and forecasts
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USD HY Issuance Rebounds from 2022 Lows 
Up 37% Y/Y, USD HY issuance volumes of $93bn in the 1H 2023 are on track to meet full year 
projections and nearly as high as the entire year of HY issuance in 2022.
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USD Credit Spreads Tightened in 1H 2023
Despite higher volatility since mid-2022, credit spreads tightened across the rating spectrum in 1H 
2023. The tightening in the lower rated CCC market has been particularly pronounced. 

Source: (1-2 ) Bloomberg. Data through June 30, 2023. 
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IG Credit Spreads Below LT Average 
Based on data going back more than three decades, IG & HY credit spreads are trading below their 
long-term averages and well below recession threshold levels.

Source: (1)  Bloomberg. Data through June 30, 2023. 
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HY Credit Spreads Also Below LT Average 
HY spreads traded remarkably tight in the 1H 2023 despite bank sector stress and Fed tightening.  
While HY spreads historically widen above 800 bps during US recessions, the strength of corporate 
balance sheets and a potentially “mild” recession suggest that 600 bps may be the more likely 
threshold for the next US recession. 

Source: (1)  Bloomberg. Data through June 30, 2023. 
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HY Spreads Resilient to Rate Vol in 1H 2023
US HY spreads have been impressively resilient in the 1H 2023, tightening 79 bps, and trading well 
below long-term multi-decade averages. Historically, HY spreads widen with increased rate volatility, 
though have not widened much with this metric thus far.

Source: (1)  Bloomberg. Data through June 30, 2023. 
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HY Spreads Tightened Across Most Industries
Despite volatility in 1H 2023, spread performance was relatively strong across industry segments. In 
the high yield market, spreads tightened in 15 sectors and widened in only four. 

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Credit Quality Differentiation 
While spreads have generally tightened throughout the year, divergence by credit quality is likely to 
become a key theme in the back-half of the year. 

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Commodities Lower on Demand Concerns in 1H 2023
Bearish macro demand headwinds suppressed more bullish micro supply tailwinds for commodities 
in the 1H 2023.  With a contracting global manufacturing sector, a tepid COVID rebound in China 
and looming recession risk across developed economies, commodities traded lower across multiple 
sub-categories in the 1H 2023 (energy, industrial metals and agriculture).

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Oil & Nat Gas Prices Lower in 1H 2023

Source: (1-4)  Bloomberg. Data though June 30, 2023. 
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Industrial Metals Also Lower in 1H 2023

Source: (1-6)  Bloomberg. Data through June 30, 2023. 
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Agriculture Prices Declined in 1H 2023

Source: (1-6)  Bloomberg. Data through June 30, 2023. 
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Jan-2023 Jun-2023

Jan-2023 Jun-2023

Trade Weighted USD Index Flat in 1H 2023
After rapidly appreciating in 2022, the US dollar was relatively flat in 1H 2023 as markets begin to 
price an end to the Fed hiking cycle and expect other G10 central banks have further to go.

Source: (1-3 ) Bloomberg. Data as of June 30, 2023. Euro and Yen are both graphed vs. USD. 
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Divergent G10 Currency Performance in 1H 2023
G10 currencies vs. USD 

Source: (1)  Bloomberg. Data through June 30, 2023. 
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Divergent EMFX Performance in 1H 2023

Source: (1-6)  Bloomberg. Data through June 30, 2023. All currencies graphed vs. the USD. Turkey, Russia and S. Africa y-axis ends at (-30%), the rest at (-10%). 
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Disclaimer
The information herein provided is  for information purposes only, and is  not to be used or considered as investment research, a proposal or the solicitation of 
an offer to sell or to buy or subscribe for securities or other financial instruments. Neither this  nor any other communicati on prepared by MUFG Bank, Ltd. 
(“MUFG Bank”), MUFG Securities Americas Inc.  (“MUFG Securities”), or other MUFG Group Company (collectively, "MUFG") is  or s hould be construed as 
investment advice, a recommendation or proposal to enter into a particular transaction or pursue a particular strategy, or an y statement as to the likelihood 
that a particular transaction or strategy will be effective in light of your business objectives or operations. Before enteri ng into any particular transaction, you 
are advised to obtain such independent financial, legal, accounting and other advice as may be appropriate under the circumstances. In any event, any 
decis ion to enter into a transaction will be yours alone, not based on information prepared or provided by MUFG. MUFG hereby disclaims any responsibility to 
you concerning the characterization or identification of terms, conditions, and legal or accounting or other issues or risks that may arise in connection with any 
particular transaction or business strategy. MUFG is  not acting and does not purport to act in any way as an advisor or in a fiduciary capacity.

Certain information contained in this  presentation has been obtained or derived from third party sources and such information is believed to be correct and 
reliable but has not been independently verified.  While MUFG believes that factual statements herein and any assumptions on which information herein are 
based, are in each case accurate, MUFG makes no representation or warranty regarding such accuracy and shall not be responsib le for any inaccuracy in such 
statements or assumptions. Note that MUFG may have issued, and may in the future issue, other reports that are inconsistent with or that reach conclusions 
different from the information set forth herein. Such other reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who 
prepared them, and MUFG is  under no obligation to ensure that such other reports are brought to your attention.  Furthermore, the information may not be 
current due to, among other things, changes in the financial markets or economic environment and MUFG has no obligation to up date any such information 
contained in this  presentation.  This  presentation is  not intended to forecast or predict future events. Past performance is  not a guarantee or indication of 
future results . Any prices provided herein (other than those identified as being historical) are indicative only and do not represent firm quotes as to either price 
or s ize. This  presentation has been prepared by members of our capital markets strategy team and does not necessarily represe nt the MUFG “house” view.

This presentation is  proprietary to MUFG Securities and may not be quoted, circulated or otherwise referred to without our pr ior written consent. 
Notwithstanding this , MUFG Securities shall not be liable in any manner whatsoever for any consequences or loss (including bu t not limited to any direct, 
indirect or consequential loss, loss of profits  and damages) aris ing from any reliance on or usage of this  presentation and a ccepts no legal responsibility to any 
investor who directly or indirectly receives this  material.

IRS Circular 230 Disclosure : MUFG Securities does not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any
attachments) is  not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recomm endation by anyone not 
affiliated with MUFG Securities of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties .

The MUFG logo and name is  a service mark of Mitsubishi UFJ Financial Group, Inc., and may be used by it or other Group compan ies for branding or 
marketing purposes. Group companies include MUFG Bank, MUFG Americas Capital Leasing & Finance, LLC, Mitsubishi UFJ Trust and Banking Corporation, 
and MUFG Securities Americas Inc. Corporate or commercial lending or deposit activities are performed by banking affiliates o f MUFG, including, in the 
United States, MUFG Bank.

FLOES™ is a service mark of MUFG Securities Americas Inc. 

© 2023 Mitsubishi UFJ Financial Group Inc. All rights reserved.


