
Equities

Broad market indexes moved higher in the first two and a half months of 2024, but with very narrow participation. Large-cap technology 
related stocks were leading. As the broad indexes are market-cap weighted, the indexes were reflecting more of that narrow group’s behavior 
than the typical stock. The market has been changing the last two and a half months, but the new theme still isn’t clear and consistent, other 
than for Utilities. That sector index has been the clear leader since mid-March, but beyond that, there has been consistent short term (weekly 
and daily) leadership rotation. Financials, Industrials, and Materials, for example, have all come alive in spurts, but nothing sustainable. 
Information Technology faded in April but then came alive again on earnings and upwardly revised outlook guidance from Nvidia. During the 
first few months of 2024 there were calls saying that for the market to continue moving higher, the participation and leadership would have to 
be more broad. The broadening has happened. It is just inconsistent and unclear.

In our opinion, the primary reason for the rapid theme rotations of the last two and a half months has been changing views of future Federal 
Reserve (Fed) policy. When data is released that indicates the economy, or employment, is strong, investors raise their expectations that 
the Fed will keep interest rates “higher for longer,” or perhaps even raise rates. High, or potentially increased, rates are not good for cyclical, 
economically sensitive sectors. Just the opposite, when data is released that indicates weak employment or economic activity, some investors 
raise their expectations that the Fed will cut interest rates and then price that into various sectors that will benefit or lose from the cuts. In 
addition, any data that suggests inflation is easing results in increased expectations for rate cuts. As the data, day-to-day and week-to-week, 
has been inconsistent, the market has rapidly rotated sector themes based on guessing future Fed behavior. 

We believe we are seeing over reactions. ICON has held pretty steady in recent months. To us, the best combination of value and strength, and 
potential performance over the next year, is in Financials. Next would be some industries in Industrials and Consumer Discretionary. There are 
also a few pockets of value and strength in Energy, Materials and Utilities (the recent leader). With a market V/P of 1.03 and not the extreme 
behaviors associated with market peaks, we remain cautiously invested.

Bonds

The graph shows the yield on the 10-Year Treasury note over the 
last six months. It rose in the first three months of 2024 but since 
early April has been in a sideways range between roughly 4.4% 
and 4.7%. Similar to stock investors, bond investors have been 
reacting to economic data. With strong economic or employment 
data, yields head higher. With weak data, and the hope the Fed will 
ease, rates drop. 

Over the long run, we expect the 10-Year yield to head lower, in 
the coming months the recent range feels comfortable. 

Summary

A survey reported on Bloomberg of analysts who forecast 
earnings shows they expect year-over-year earnings growth for 
companies in the S&P 1500 index to be 9.5%, 13.4% and 8.8% in 
2024, 2025 and 2026, respectively. Of course, they can be wrong 
and/or change their outlook, but for the time being they are 
expecting healthy growth that, in our view, can support higher 
valuations. We favor being cautiously invested without attempting 
to guess future Fed behavior based on daily economic data. 
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The data quoted represents past performance, which is no guarantee of future results.  
Source: Bloomberg



The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.
Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. Investing in fixed income securities such as bonds involves interest rate risk. When interest rates 
rise, the value of fixed income securities generally decreases.
Individual account holdings and composition may vary. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and portfolio composition and holdings, are 
all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, industry, or sector.
ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.
ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.
The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10 year U.S. Treasury note. 
Sources: Bloomberg
Please visit ICON online at ICONAdvisers.com or call 1-800-828-4881 for the most recent copy of ICON’s Form ADV, Part 2.
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