
Markets have kicked off 2023 with solid gains. For perspective, though, the S&P 

500 is just now back to where it traded prior to the December selloff. 

With the easing in December’s sharp fund outflows alongside the calendar 

turning to January, which tends to be a reversal month, we have seen markets 

rebound with last year’s biggest losers bouncing back the hardest. 

• In fact, the 50 worst-performing stocks of 2022 are up an average of 20.1% 

year-to-date while last year’s 50 best-performing stocks are up an average of 

only 1.9%.

• Remarkably, all 50 of last year’s worst performers are up in 2023, suggesting 

indiscriminate buying. We view this as most likely a short-term reversion of 

oversold stocks as opposed to new market leadership or a fundamental shift.

More broadly, the entire gains for the S&P 500 have been driven by expanding 

valuations, as analysts’ earnings estimates tick down to an 11-month low.

• While this is typical during the early stages of a new bull market, since prices 

tend to advance well before earnings and the economy turn up, we remain 

skeptical. 

• We still see the likelihood of weaker economic trends later this year as the 

lagged impact of sharply higher rates weighs on the economy.

The S&P 500 is now trading at a forward P/E of 17.9x. 

• Even using an optimistic assumption of an 18.5x P/E—the peak valuation level 

seen over the past decade outside of the pandemic—against current elevated 

consensus earnings estimates, would only bring the S&P 500 to 4200. This 

represents just 3% upside from the current level of 4071.
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Bottom line

Our view is investors are placing too high of a probability on a soft 

economic landing and leaving little margin for error. The market is 

trading at an above-average valuation, which we do not view as warranted 

given above-average macro risks. 

Although overly negative sentiment and fear of missing out could cause an 

upside overshoot, we are skeptical that sharply higher gains from here will 

be sustainable. We will keep an open mind, but the current weight of the 

evidence leads us to suggest fading this strength and maintaining an 

overall defensive posture until the market’s risk/reward improves.

Data source: Truist IAG, ICI, FactSet. Past performance does not guarantee future results.



Market rebound in January due in part to easing in heavy tax loss selling

With the easing in December’s sharp fund outflows 

alongside the calendar turning to January, which 

tends to be a reversal month, we have seen markets 

rebound with last year’s biggest losers bouncing back 

the hardest. 

Data source: Truist IAG, ICI, FactSet. Past performance does not guarantee future results.
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Worst-performing stocks of 2022 trouncing market, while best performers 
lagging by a wide margin

January is often viewed as a reversion month, where 

the worst performers bounce back. However, this 

year, we are seeing this impact on steroids, given the 

sharp losses experienced by many stocks last year.

• In fact, the 50 worst-performing stocks of 2022 are 

up an average of 20.1% YTD, while the 50 best-

performing stocks from last year are up an 

average of only 1.9%.

• Remarkably, all 50 of last year’s worst performers 

are up in 2023, suggesting indiscriminate buying.

We view this as most likely a short-term reversion of 

oversold stocks as opposed to new market leadership 

or a fundamental shift.

Data source: Truist IAG, ICI, FactSet. Past performance does not guarantee future results.
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Market valuations expanding as forward earnings make an 11-month low

The entire gain for the S&P 500 since the mid-

October market low has been driven by a rising P/E, 

as analysts’ earnings estimates continue to move 

lower.

While this is typical during the early stages of a new 

bull market, since prices tend to advance well before 

earnings and the economy turn up, we remain 

skeptical. 

Our view is investors, as reflected in rising valuations, 

are placing too high of a probability on a soft 

economic landing and leaving little margin for error.

Data source: Truist IAG, FactSet. 

Past performance does not guarantee future results
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Our view—
Above-average valuation is not warranted given above-average macro risk

The S&P 500’s forward P/E has jumped back to 

17.9x, near the peak level of 18.0x-18.5x it traded to 

over the past decade, outside of the pandemic highs. 

Moreover, we still see downside risk to forward 

earnings estimates while the 10-year U.S. Treasury 

yield is significantly above the 2.1% average of the 

past decade.
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Data source: Truist IAG, FactSet. 

Past performance does not guarantee future results.



Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. Please speak to your advisor to request a firm 

brochure which includes program details, including risks, fees and expenses. 

Truist Wealth is a name used by Truist Financial Corporation. Banking products and services, including loans, deposit accounts, trust and investment management services provided by Truist 
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Management, LLC, and affiliated SEC registered investment advisers. Sterling Capital Funds advised by Sterling Capital Management, LLC. While this information is believed to be accurate, 
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The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial Corporation makes no representation or guarantee as 

to their timeliness, accuracy or completeness or for their fitness for any particular purpose. The information contained herein does not purport to be a complete analysis of any security, 

company, or industry involved. This material is not to be construed as an offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have issued materials that are inconsistent with or may 

reach different conclusions than those represented in this commentary, and all opinions and information are believed to be reflective of judgments and opinions as of the date that material 

was originally published. TIS is under no obligation to ensure that other materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should consult your individual tax or legal professional 

before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a customer or client simply by virtue of the receipt of 

this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. Investors may be prohibited in certain states 

from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in this material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

S&P 500 Index is comprised of 500 widely held securities considered to be representative of the stock market in general.  
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