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Student of the Market
October 2023

Source: Morningstar as of 9/30/23. Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.
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Performance following peaks in inflation
PEAK INFLATION AND PERFORMANCE
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“Peaks” in the inflation rate
Since 1926, 12-month change in inflation rate

Returns following “peak” inflation rates
Since 1926, returns for the next 12 months
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Stocks Bonds

May 1934 4.8% 6.3%

May 1942 57.6% 2.0%

Mar 1947 5.3% 0.9%

February 1951 13.6% 0.3%

December 1969 4.0% 16.9%

December 1974 37.0% 7.8%

March 1980 40.1% 13.1%

November 1990 20.3% 14.4%

July 2008 -20.0% 7.9%

June 2022 20.6% -0.9%

Avg. 18.3% 6.9%

June ‘22 to Sept ‘23 
(cumulative)

15.7% -4.1%

Source: Morningstar, Bureau of Labor Statistics as of 9/30/23. U.S. bonds represented by the IA SBBI US Gov IT Index from 1/1/26 to 1/3/89 and the Bloomberg U.S. Agg Bond TR Index from 1/3/89 to 9/30/23.  U.S. stocks are represented by the S&P 
500 Index from 3/4/57 to 9/30/23 and the IA SBBI U.S. Lrg Stock Tr USD Index from 1/1/26 to 3/4/57, unmanaged indexes that are generally considered representative of the U.S. stock market during each given time period. Past performance does not 
guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.

Aug ‘23
3.7%
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Source: Morningstar as of 9/30/23. U.S. bond prices represented by the IA SBBI US Gov IT Cap App Index from 1/1/26 to 1/3/89 and the Bloomberg U.S. Agg Bond PR Index from 1/3/89 to 9/30/23.  Past performance does not guarantee or indicate 
future results. Index performance is for illustrative purposes only. You can not invest directly in the index.
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2nd largest price drawdown for bonds in 
history

HISTORIC BOND PRICE DECLINES

3-year price return following the worst periods 
in core bond index history 
Cumulative returns, 1/1/26 - 9/30/23  

Core bond index 3-year rolling price return
Yields from 1/1/26 - 9/30/23
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Alternatives and bond diversifiers performed 
well since the low in interest rates

Source: Morningstar, Federal Reserve as of 9/30/23. All categories other than Core Bond Index represented by their respective Morningstar category. Core bond Index represented by the Bloomberg U.S. Agg Bond TR Index.  Past performance does not guarantee 
or indicate future results. Index performance is for illustrative purposes only. You can not invest directly in the index.

PERFORMANCE SINCE THE LOW IN INTEREST RATES
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10-year U.S. Treasury Yield
8/4/20 - 9/30/23 

Bond and alternative fund category performance 
since the low in interest rates
Cumulative returns, 8/5/20 - 9/30/23
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0.02%

1.7%

7.0%

9.9% 10.2% 10.2%

Average
2.7%

Average
6.0%

Average
8.7%

0-5% 5%- 10% 10% or higher

Lowest 
return

Money market longer term returns can vary 
widely from the beginning interest rate

Source: Morningstar, Federal Reserve as of 9/30/23. Money market funds are represented by the Morningstar Taxable Money Market Fund Category. Past performance does not guarantee or indicate future results.

MONEY MARKET RETURNS AND BEGINNING INTEREST RATES
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Money market interest rates highest since 2000
Starting monthly interest rates, 2/1/74 – 9/30/23

Range of 5-year returns for money market funds 
based on starting interest rate can vary widely
Average 5-year returns, 2/1/74 – 9/30/23
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Money market funds starting interest rate

Highest 
return

Sept ‘23
5.2%

Dec ‘00
6.1%

Dec ‘80
17.8%
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Stock volatility has eased this year
STOCK MARKET VOLATILITY
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Number of single day stock market returns of
+/-2% or more
S&P 500, past 20+ years by calendar year (1/1/01 - 9/30/23)

Average stock market return based on the 
number of +/- 2% trading days
Since 2001, returns are based on calendar years

Source: Morningstar as of 9/30/23. Stock market represented by the S&P 500 Index. Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.
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Historically, Q4 stock returns bounce back 
when September is negative 

Source: Morningstar as of 9/30/23. U.S. stocks are represented by the S&P 500 Index from 3/4/57 to 9/30/23 and the IA SBBI U.S. Lrg Stock Tr USD Index from 1/1/26 to 3/4/57, unmanaged indexes that are generally considered representative of the 
U.S. stock market during each given time period. Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You can not invest directly in the index.

HISTORICAL 4TH QUARTER RETURNS FOR STOCKS
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2023 stock market return by month Q4 returns following a negative September
Average returns since 1926
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Quality stocks have and could potentially 
continue to outperform U.S. stocks

Source: Morningstar as of 9/30/23. U.S. stocks are represented by the S&P 500 Index from 3/4/57 to 9/30/23 and the IA SBBI U.S. Lrg Stock Tr USD Index from 1/1/26 to 3/4/57, unmanaged indexes that are generally considered representative of the 
U.S. stock market during each given time period. Quality stocks are represented by the MSCI USA Sector Neutral Quality NR Index. Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You can not 
invest directly in the index.

QUALITY STOCKS
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Quality stocks outperform the S&P 500

S&P 500 outperforms quality stocks

Sept ‘23
-0.6%

Historically, whenever quality 
stocks have underperformed U.S. 

stocks over a 3-year period quality 
has outperformed by 0.5% per year 

over the next 3 years, on average

YTD 2023 performance 3-year rolling quality stocks versus the S&P 500
Quality stocks minus U.S. stocks, as of 9/30/23

USRRMH1023U/S-3152145-9/12



Largest equity mutual funds have potential 
capital gain distribution challenges

Source: BlackRock, Morningstar, as of 9/30/23. Funds represented are 25 largest by AUM, regardless of Morningstar Category. Past performance does not guarantee or indicate future results.

STOCK FUNDS AND CAPITAL GAINS DISTRIBUTIONS
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Average of the top 25 largest stock mutual funds
Top 25 largest active mutual funds

Why gains + turnover + outflows set up capital 
gains distributions

$83 bl

26.0%

-$4 bl

30.0%

Fund Size Turnover Fund Flows 
last 12 mo

Potential cap 
gain exposure

All 25 of the 
largest active 

stock funds are 
in outflows the 
last 12 months

Unrealized
gains in funds1

Large stock market gains 
create large amounts of 
unrealized gains embedded 
in mutual funds.

Selling stocks to 
meet redemption 
requests2

A mutual fund in outflows 
must sell stocks to meet 
redemption requests, often 
triggering capital gains 
distributions.

Remaining 
shareholders
bear the burden

3
A mutual fund shrinking due 
to redemptions also 
amplifies the tax 
consequence for remaining 
shareowners.
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Student of the Market: October 2023
Returns as of 9/30/23

1 Year 
Return 

5 Year Avg. 
Annual Return

10 Year Avg. 
Annual Return

S&P 500 TR USD 13.07 21.62 1.39

Bloomberg US Agg Bond TR USD -1.21 0.64 -7.29

IA SBBI US IT Govt Cap App -2.76 -2.26 -8.21

IA SBBI US IT Govt TR USD -1.26 0.26 -5.99

IA SBBI US Large Stock Cap App Ext 11.68 19.59 -0.23

IA SBBI US Large Stock TR USD Ext 13.07 21.62 1.39

S&P 500 PR USD 11.68 19.59 -0.23

MSCI USA Sector Neutral Quality NR USD 28.15 9.17 11.09

US BLS CPI All Urban NSA 1982-1984 2.80 2.97 5.97

US Fund Bank Loan 8.90 11.66 3.21

US Fund Equity Market Neutral 3.60 7.45 7.11

US Fund Event Driven 2.65 4.78 0.56

US Fund High Yield Bond 5.36 9.48 -2.37

US Fund Intermediate Core Bond -0.83 0.79 -7.26

US Fund Intermediate Core-Plus Bond -0.51 1.28 -7.34

US Fund Long-Term Bond -2.64 0.79 -13.79

US Fund Macro Trading 2.01 2.80 1.68

US Fund Market Neutral 2.68 7.63 2.48

US Fund Money Market - Taxable 2.15 3.40 1.74

US Fund Multistrategy 3.23 5.99 1.17

US Fund Nontraditional Bond 2.55 4.56 -2.21

US Fund Short-Term Bond 2.33 3.60 -1.68

Bloomberg US Agg Bond PR USD -3.67 -2.67 -9.95

Source: Morningstar. Performance data quoted represents past performance and is no guarantee of future results. Current performance may be lower or higher than that 
shown. ©2023 Morningstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the confidential and proprietary information of 
Morningstar, (2) may include, or be derived from, account information provided by a financial advisor which cannot be verified by Morningstar, (3) may not be copied or 
redistributed, (4) do not constitute investment advice offered by Morningstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a 
security, and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, 
damages or other losses resulting from, or related to, this information, data, analyses or opinions or their use. This material is not intended to be relied upon as a forecast, 
research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as 
of 9/30/23 and may change as subsequent conditions vary. The information and opinions contained in this material are derived from proprietary and nonproprietary sources 
deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Past performance is no guarantee of future results. There is no 
guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.
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Student of the Market: October 2023
The following notes should be read in conjunction with the attached document: 

This material is provided for information purposes only and is not intended to be an offer or invitation to anyone to invest in any BlackRock products or services. The 
information and opinions contained herein are not guaranteed as to accuracy or completeness, and are subject to change without notice.

Past performance is not a guide to future performance. 

All financial investments involve an element of risk. Therefore, the value of your investment and the income from it will vary and your initial investment amount cannot be 
guaranteed.

No part of this material may be reproduced, stored in any retrieval system or transmitted in any form or by any means, electronic, mechanical, recording or otherwise, 
without the prior written consent of BlackRock.

UNLESS OTHERWISE SPECIFIED, ALL INFORMATION CONTAINED IN THIS DOCUMENT IS CURRENT AS OF 9/30/23.

©2023 BlackRock, Inc or its affiliates. All Rights Reserved. BlackRock is a trademark of BlackRock, Inc. or its affiliates. All other trademarks are the property of their 
respective owners. 

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC. Member FINRA.
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