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July 2023 Chart Pack Summary: Corporate 
America Powers Through Once Again 
We are excited to release our July 2023 Chart Pack – our visual quarterly designed to 
walk investors through our views on: 
 

• What’s happening and why, 
• Predictions about what may come next, 
• Positioning in our RiverFront portfolios. 

 
In today’s Weekly View, we created a concise synopsis of three selected visuals from 
our July 2023 Chart Pack.  In aggregate, these visuals paint a relatively constructive 
picture of US corporate margins and earnings… and lay out why we believe stock 
valuation is not a major near-term headwind for the market. Given these views, our 
balanced asset allocation portfolios favor stocks over bonds, with an emphasis on the 
US. We increased our equity weighting in the 2nd quarter, as our views on earnings 
fundamentals and technical trends improved. 
 

Corporate Pricing Power Helping Margins, in Our View 

A rough proxy for corporate pricing power can be seen by studying the relationship 
between inflation rates in consumer prices (as illustrated by the Consumer Price Index, 
or ‘CPI’) and inflation rates in input prices for companies (represented by the Producer 
Price Index, or ‘PPI’). 

Note that, for the first time in roughly 2 years, CPI is higher than PPI, and by a wide 
margin. This suggests to us that companies are successfully raising prices on 
consumers (see chart below) and protecting profit margins. 

 

 

 

Source: Refinitiv Datastream, RiverFront; data monthly, as of May 2023. Shown for illustrative purposes only. The Consumer Price 
Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer 
goods and services. The Producer Price Index (PPI) measures the average change over time in the prices domestic producers receive 
for their output. It is a measure of inflation at the wholesale level that is compiled from thousands of indexes measuring producer 
prices by industry and product category. 
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Market Valuations: Reasonable to us… if Earnings Hold Up 

The S&P 500’s valuation is roughly 19x 12-month forward 
earnings estimates…about 3 points cheaper than at the 
start of 2022. 

However, we believe this reasonable valuation may be a 
mirage if earnings subsequently collapse. Recently, 12-
month forward earnings forecasts stabilized after dropping 
roughly 5% from their high last summer…and are now 
strengthening again. 

We believe earnings estimates will prove resilient from 
here, and that the stock market has already seen its low 
for this cycle. 

 

Market Valuations: Market Not In ‘Bubble’ Territory Yet 

Strong earnings and Artificial Intelligence (AI) buzz helped 
drive the tech-heavy S&P 500 back above historical average 
valuations, in our view. Despite the recent rally, the S&P 500 
does not appear dramatically overvalued to us. 

While 19x is at the upper end of valuations during non-
recessionary periods, it is not anywhere near the 22-24x 
range seen at the height of the ‘Tech Bubble’ period from 
1998-2000 (chart right, shaded region).  

 

 

Conclusion:  

We believe the market’s recent strength is justified by current fundamentals; thus, we favor stocks over bonds in our 
balanced portfolios. 

 
Risk Discussion: All investments in securities, including the strategies discussed above, include a risk of loss of principal (invested amount) and any profits that 
have not been realized. Markets fluctuate substantially over time, and have experienced increased volatility in recent years due to global and domestic economic 
events. Performance of any investment is not guaranteed. In a rising interest rate environment, the value of fixed-income securities generally declines. 
Diversification does not guarantee a profit or protect against a loss. Investments in international and emerging markets securities include exposure to risks such 
as currency fluctuations, foreign taxes and regulations, and the potential for illiquid markets and political instability. Please see the end of this publication for 
more disclosures. 
 

Important Disclosure Information:  
 

The comments above refer generally to financial markets and not RiverFront portfolios or any related performance. Opinions expressed are current as of the date 
shown and are subject to change. Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  
 

Source: Refinitiv Datastream; data weekly, as of 06.30.2023. Chart right shown for 
illustrative purposes only. Past performance is not indicative of future results. Data shown 
is not a reflection of RiverFront portfolio performance. 
 

Source: Refinitiv Datastream; data monthly as of 06.01.2023. Chart right shown for 
illustrative purposes only. Past performance is not indicative of future results. Data 
shown is not a reflection of RiverFront portfolio performance. 
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Information or data shown or used in this material was received from sources believed to be reliable, but accuracy is not guaranteed.  
 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision. This report does not take into 
account the specific investment objectives, financial situation or need of any particular client and may not be suitable for all types of investors. Recipients should 
consider the contents of this report as a single factor in making an investment decision. Additional fundamental and other analyses would be required to make an 
investment decision about any individual security identified in this report.   
 

Chartered Financial Analyst is a professional designation given by the CFA Institute (formerly AIMR) that measures the competence and integrity of financial 
analysts. Candidates are required to pass three levels of exams covering areas such as accounting, economics, ethics, money management and security analysis. 
Four years of investment/financial career experience are required before one can become a CFA charterholder. Enrollees in the program must hold a bachelor’s 
degree. 
 

All charts shown for illustrative purposes only. Technical analysis is based on the study of historical price movements and past trend patterns. There are no 
assurances that movements or trends can or will be duplicated in the future.  
 

Stocks represent partial ownership of a corporation. If the corporation does well, its value increases, and investors share in the appreciation. However, if it goes 
bankrupt, or performs poorly, investors can lose their entire initial investment (i.e., the stock price can go to zero).  Bonds represent a loan made by an investor to a 
corporation or government.  As such, the investor gets a guaranteed interest rate for a specific period of time and expects to get their original investment back at 
the end of that time period, along with the interest earned. Investment risk is repayment of the principal (amount invested). In the event of a bankruptcy or other 
corporate disruption, bonds are senior to stocks.  Investors should be aware of these differences prior to investing. 
 

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa). This 
effect is usually more pronounced for longer-term securities). Fixed income securities also carry inflation risk, liquidity risk, call risk and credit and default risks 
for both issuers and counterparties. Lower-quality fixed income securities involve greater risk of default or price changes due to potential changes in the credit 
quality of the issuer. Foreign investments involve greater risks than U.S. investments, and can decline significantly in response to adverse issuer, political, 
regulatory, market, and economic risks. Any fixed-income security sold or redeemed prior to maturity may be subject to loss.  
 

Index Definitions: 
Standard & Poor’s (S&P) 500 Index measures the performance of 500 large cap stocks, which together represent about 80% of the total US equities market. 
 
Definitions: 
 

The Consumer Price Index (CPI) measures the monthly change in prices paid by U.S. consumers. The Bureau of Labor Statistics (BLS) calculates the CPI as a 
weighted average of prices for a basket of goods and services representative of aggregate U.S. consumer spending.  
 

The Producer Price Index (PPI) measures the average change in sale prices for the entire domestic market of raw goods and services. These goods and services 
are bought by consumers from their primary producers, bought indirectly from retail sellers, or purchased by producers themselves.  
 

Institutional Brokers’ Estimate System (IBES) is a database used by brokers and active investors to access the estimates made by stock analysts regarding the 
future earnings of publicly traded American companies.  
 

Earnings per share (EPS) is calculated as a company’s profit divided by the outstanding shares of its common stock. The resulting number serves as an indicator of 
a company’s profitability. 
 

Artificial intelligence (AI) refers to the simulation of human intelligence by software-coded heuristics. Nowadays this code is prevalent in everything from cloud-
based, enterprise applications to consumer apps and even embedded firmware.  
 

Tech bubble refers to a pronounced and unsustainable market rise attributed to increased speculation in technology stocks. Rapid share price growth and high 
valuations based on standard metrics, such as price/earnings ratio or price/sales, normally characterize a tech bubble. 
 

RiverFront Investment Group, LLC (“RiverFront”), is a registered investment adviser with the Securities and Exchange Commission. Registration as an investment 
adviser does not imply any level of skill or expertise. Any discussion of specific securities is provided for informational purposes only and should not be deemed as 
investment advice or a recommendation to buy or sell any individual security mentioned. RiverFront is affiliated with Robert W. Baird & Co. Incorporated (“Baird”), 
member FINRA/SIPC, from its minority ownership interest in RiverFront. RiverFront is owned primarily by its employees through RiverFront Investment Holding 
Group, LLC, the holding company for RiverFront. Baird Financial Corporation (BFC) is a minority owner of RiverFront Investment Holding Group, LLC and therefore an 
indirect owner of RiverFront. BFC is the parent company of Robert W. Baird & Co. Incorporated, a registered broker/dealer and investment adviser.   
 

To review other risks and more information about RiverFront, please visit the website at riverfrontig.com and the Form ADV, Part 2A. Copyright ©2023 RiverFront 
Investment Group. All Rights Reserved. ID 3005488 
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