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Friend of Clear Harbor, 

Before wading into our thoughts about the investment and economic landscape, I am excited to share 
news from this past year about the growth of our firm. January saw us formally welcome Jim Taliaferro 
and Jacques Cattier to Clear Harbor. They bring a wonderful dose of wit, wisdom and intellect, as well as 
decades of experience investing across all major asset classes. I have also had the pleasure of meeting 
several of their clients, and look forward to meeting many more of you in the year ahead. 

We also welcomed Alex Russell. He comes to us from the field of education leadership and from a family 
steeped in investing, trust and estate matters. Alex partners with the rest of the Clear Harbor team to 
ensure that all our clients—whether individuals, families, or not-for-profits—have access to the full 
spectrum of the firm’s resources as we strive to offer tailored and holistic wealth management services. 
Whether by bringing on new professionals or investing in additive technologies, we are committed to 
the kind of growth that meets and anticipates the evolving needs of our clients while preserving the 
culture, level of service, and commitment to integrity that must remain at the forefront of our work. 

* 

2023 may one day be seen as having quietly marked the end of an investing era—and with some relief. 
Already, few market participants yearn for the financial meltdowns, monetary blowouts, unchecked 
(and unfunded) fiscal stimulus, and far-reaching pandemic fallout that defined the past fifteen years. It is 
good to see positive interest rates and discussion of organic economic forces return to the fore, and 
evidence of renewed investor discipline now that money once again carries a cost. 

Nevertheless, history has neither stopped, nor restored some mythic, pre-2008 simplicity. Sovereign 
debt levels stand at staggering records, and political, demographic and technological change guarantee 
that past performance will not guide us to the future. Perhaps most of all, the mechanics of responsible 
asset allocation are, if anything, even more important now that equities must compete with bonds for 
investor attention. Indeed, recent data suggests a range of plausible scenarios to consider for both asset 
classes as we look toward 2024. 
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2023 Market Review 

As I sat down one year ago to ponder prospects for 2023, the U.S. Federal Reserve had completed the 
bulk of its historic rate-hiking campaign, inflation was already trending lower, and Europe was 
acclimating to the reality of a protracted war in Ukraine. Most economists predicted recession, pointing 
to higher rates, an inverted yield curve, a decline in the money supply, waning Covid-related stimulus, 
and quantitative tightening by the Fed.  

I cautioned our clients that equities could remain under pressure from these factors as corporate 
profitability, consumption and employment felt the impacts of higher interest expense and slowing 
economic activity. We likewise expected these forces to arrest or even reverse the downward slide in 
bond prices—not to mention that investors would continue to gravitate to inflation-adjusted yields that 
had recaptured levels not seen since the mid-aughts.  

Surprising the majority of market observers, the U.S. has yet to experience a technical recession. In fact, 
U.S. GDP growth looks set to exceed 2% for full-year 2023, with the global figure closer to 2.5%—roughly 
2% and 1% higher, respectively, than economists predicted in January.1 This has been welcome, and 
spurred hopes that 2023 will end in a “Goldilocks” scenario as the macro environment simmers down. 

• Equities in 2023: The “Magnificent Seven” Roared While the Rest Played Catch-Up 

With that said, equity moves for most of 2023 showed the limits of investor confidence, and bore out 
many of our core convictions in January. Overall earnings growth seems to be coming in flat, and broad 
swaths of the equity market have struggled to make gains. Indeed, of the 500 stocks in the S&P 500, 
some 493 rose by an average of only 10.5%, with most gains concentrated in just the last few weeks. In 
fact, prior late October—just as interest rates were coming off their peak levels for the year—these 493 
stocks were off by -1.5% on the year. 

While the broad rally of recent trading sessions puts even these “laggards” on solid footing for the year, 
their performance pales beside the 24.5% jump in the S&P 500 Index—a cap-weighted measure in which 
larger companies influence headline results much more than smaller ones. This year some of the biggest 
kept getting bigger: a handful of technology holdings that Wall Street has dubbed “The Magnificent 
Seven,” all with market caps in excess of $860 billion, on average have leapt by a staggering 102%.  

Because of their dominant weighting, their gains have dwarfed the tepid returns of most other stocks in 
the index, pulling it higher. For perspective, those who owned an equal dollar amount of each company 
in the S&P 500 saw portfolio values rise by 11.5% so far this year, with the majority of this return 
generated over just the last few weeks. Small caps have also underperformed, returning just 12.1% 
despite a significant pre-Christmas rally in the Russell 2000 Index. 

 

 
1   All market and economic data is per Bloomberg LP as of close of business on December 13, 2023. 
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“Magnificent Seven” vs. S&P 500 and “S&P 493” 

 

 

Source: Bloomberg 

The same few highfliers have juiced the headline numbers for stock indices globally. They comprise 
17.4% of the MSCI All-World Index and have pushed that market-weighted measure higher by 19.7% 
year-to-date, even though the same basket of stocks is only up 4.9% on an equal-weighted basis. 
International equity performance also varied considerably by region, ranging from 15.0% in Europe, to 
28.4% in Japan, to 4.6% across the broad emerging markets universe.  

Such dispersions not only between regions, but even within a given index, are large and unusual. I cite 
them to illustrate that while the media’s emphasis on headline numbers may suggest a booming market, 
the reality is that seven big boats do not constitute a broadly rising tide. I also note that notwithstanding 
help from the Magnificent Seven, the S&P 500 Index still sits approximately 2% below its peak nearly 
two years ago. European equities likewise stand near their levels of summer 2021; broad measures of 
emerging markets have moved sideways for more than 15 years, hampered by listless Chinese equities. 

• Fixed Income in 2023: The Rocky Road Back to “Normal” 

In stark contrast to the dispersion in stock performance, many major components of fixed income 
moved together throughout 2023. Markedly higher interest rates weighed on prices across the asset 
class until mid-October, when softening inflation data sparked a significant and broad rally. A further 
boost came from the rather dovish statement and assessment by the Fed on December 13, sending 
Treasury yields down to levels not seen since July. The primary US bond benchmark, Bloomberg 
Aggregate Bond Index, has rallied by 3.8% YTD and is better by 7.9% since the high-water mark in 
Treasury yields was struck on October 19th. Investment grade and high yield corporate bonds have led 
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the YTD performance, while rate-sensitive Treasuries and mortgage securities have lagged. A recession 
next year could prompt a reversal in these trends, and even within fixed income, we continue to see 
diversification as a source of ballast for many multi-asset class portfolios. 

2-Year vs. 10-Year Treasury Yields—Year-to-Date  

 

Source: Bloomberg 

Even after the rally of recent weeks, Treasuries and investment grade bonds still offer compelling value 
relative to equity earnings yields. As inflation has receded, real bond yields have stayed significantly 
positive this year after a decade and a half near or even below zero. Although the transition to higher 
rates has been rocky—it was the precipitating factor in the failure of Silicon Valley Bank last spring, for 
example—it is welcome news to retirees and others who historically have relied on high-quality bonds 
for the safe, reliable income that most generations prior to the financial crisis took for granted. 

2024 Outlook: U.S. Economy  

After a year of unexpected resilience, many have come to believe the U.S. economy now has enough 
internal momentum to sustain growth even as the last of pandemic-era stimulus and savings are 
exhausted. They note that real wage gains may prove stickier than the inflation that gave rise to them, 
and that trillions in infrastructure, energy-transition and other spending has been appropriated but not 
yet deployed into the economy. All this may indeed help blunt the impact of a recession when and if it 
does materialize. 

Nevertheless, U.S. GDP growth continues to decelerate, going from a rate of 5.2% in Q3 to an estimated 
1.1% in Q4. Despite hopes and headlines around “re-shoring” supply chains, recent ISM data indicates 
that domestic manufacturing remains quite depressed. The all-important consumer is clearly under 
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mounting pressure as evidenced by slowing discretionary consumption trends, Personal Consumption 
Expenditures, and employment and wage growth. Younger cohorts (and their dollars) are now 
constrained by the restart of student debt payments, and delinquencies are rising for several types of 
personal loans.  

With that said, even as the above data suggests mounting consumer exhaustion, retail figures published 
yesterday point to incremental resilience. So the picture is clearly mixed, with holiday wishes for 
continued growth in an environment of “immaculate disinflation” providing tailwinds to both bonds and 
equities as we round out the year. 

Other aspects of this mixed picture have been quietly playing out for some time. Many overlook the fact 
that a number of industries are now, or have already been, in contraction. The last two years have seen 
recession-like data within healthcare diagnostics, retail, travel, long-haul trucking, shipping, and 
important segments of commercial real estate. My point is that the “rolling recession” narrative is real. 
In fact, some areas that have recently contracted appear to be showing signs of recovery—most notably 
retail and some parts of healthcare diagnostics. But the economic balance for others remains tenuous. 

Those who rest their confidence on the still-tight jobs market have a good point, but should remember 
that employment is often the last leg of the economic stool to break before a recession. Recent signals 
here are again mixed, but they include a shift in demand toward part-time hiring, an incremental rise in 
jobless claims, and a decline in job openings. This moment may mark a turning of the tide from the pre- 
and immediate post-Covid environment, in which employers were loath to reduce headcount for fear of 
being caught short-staffed in the face of a possible rebound for their businesses.  

The late economist Humphrey Neil noted that when corporate executives hear the risk of recession is 
rising, they tend to pull back on production at their own companies—a tendency that can reduce the 
risk of elevated inventories and therefore reduce either the likelihood of a recession entirely or mitigate 
the duration and depth of one. At present, corporate chieftains may well be shifting in real time from 
the optimism of recent quarters to a more cautionary posture just in time to reduce the risk of creating 
such excess inventories. We do not accept this theory as gospel, but it is worth considering—particularly 
when the recession risk appears to be for a short and shallow one.  

Whether or not one finds a “glass half full” perspective in Neil’s theory (or by choosing to emphasize 
only the most promising economic data), it is important to note that recessions, while unwelcome, are a 
natural part of a normally functioning free market economy. They should be expected, on average, 
about once every eight years. We therefore try to focus less on precisely when they will occur, and more 
on how to position portfolios for the sum total of shifting risks in the economic and business 
environment. Today, risks mostly point to a continued slowdown. 

2024 Outlook: Inflation and Fed Policy 

Aided in part by slower growth, inflation continues to come off its pandemic-era boil, by some measures 
more quickly than projected. This week’s Consumer Price Index (CPI) headline showed prices up just 
3.2% from a year earlier, and core prices (ex-food and energy) up 4%. Recent readings of the Fed’s 
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favorite inflation gauge, the core Personal Consumption Expenditures (PCE) Price Index, decelerated 
further as well, with the six-month (annualized) trend falling to 2.5%— just 0.5% from the Fed’s 2% 
target rate.  

Core vs. Headline CPI—2019-2023 

 

Source: Bloomberg 

Looking into 2024 and beyond, the question is how difficult the “last mile” will be to get to that 2% 
target. Some thoughtful economists see a new structural stickiness to inflation as more manufacturing 
and employment is re-shored and “friend-shored,” as priorities shift from capturing the lowest-cost 
production opportunities (typically in Asia) to proximity, reliability and even national security. Indeed, 
recent data indicates that America already imports more goods from Mexico than from China.  

We are also mindful that Fed Chair Jerome Powell is keen to avoid the mistakes of former Chair Arthur 
Burns, whose willingness to relax policy at the first sign of rising unemployment still catches blame for 
the stagflationary cycle of the 1970s. Before Powell sanctions a pivot to rate cuts, he might require more 
assurance that inflation is truly under control than many observers expect. In a sign of the market’s 
continued ambivalence on the Fed’s future path, interest rates have come in a bit of late, but have 
generally stabilized stubbornly close to the highest levels of this cycle, which were struck in October.   

Yet the data does continue to suggest improving price stability. Should prices and economic activity 
deteriorate more swiftly in the coming months and quarters, Powell’s Fed might not just hold rates 
steady but cut them, perhaps considerably. Indeed, just yesterday, the Fed clearly suggested its next 
rate move will more likely be a cut than a hike, and shared its expectation of three 25 basis point 
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reductions in the fed funds rate by year end 2024. The market is even more dovish, pricing in six cuts 
over the same time period. 

At a minimum, both here and abroad (where growth is lower), we seem to have passed peak levels of 
hawkishness from the world’s major central banks. If inflation continues to trend downward while the 
economy manages to slow gracefully without contracting, rates could fall even as investor sentiment 
improves significantly, auguring well for liquidity, equities and credit in the new year.  

Outright recession might prompt the Fed to lower rates more aggressively, though market reaction 
would likely depend on investor confidence that any cuts are large and timely enough to restore growth. 
Of course, should inflation trend sideways or even tick back up a bit, Fed vigilance would likely return—
and with it, renewed pressure on P/E multiples for equities, even if a degree of growth persists.  Our 
base case is for inflation metrics to continue subsiding in 2024.  

2024 Outlook: U.S. Equity Markets  

In some respects, the above discussion merely describes the “wall of worry” that equity markets are 
often said to climb—generally with considerable success when measured over any reasonable time 
frame. Just this past year, major indices rose despite numerous moments of caution—from the regional 
banking scare triggered by the downfall of Silicon Valley Bank, to twists and turns in the war in Ukraine, 
to the massive psychological and geopolitical shock of Hamas’s vicious and unforeseen attack on Israel.  

The coming year could easily bring an equally confounding mix of unexpected political, economic and 
market news. But the main goal posts will likely still be determined by growth vs. recession, the 
direction of rates, and how the response of businesses and consumers will affect profits and confidence.  

• Equity Valuations 

As we consider a fairly wide range of possible economic and monetary scenarios, how fairly are equities 
valued today? I would describe them as pricing in a reasonably rosy economic future, signaling neither 
extreme caution nor extraordinary opportunity at the broad index level. This is my view whether looking 
through the prism of forward P/E multiples, cyclically adjusted P/E multiples, or earnings yields relative 
to investment grade bond yields and long-term inflation expectations.    

At the heart of all these metrics, of course, is earnings. The consensus expectation is for S&P 500 
earnings to grow 11% in 2024. Most economists have reduced their estimates in the last two months, 
leaving more room for companies to outperform expectations. However, even these reduced 
projections are in double digits, and may prove optimistic in a slower-growth economic environment.  

That said, we are mindful that the same few companies whose performance drove market returns in 
2023 will dominate the earnings picture in 2024, and that they carry much higher valuations than the 
rest of the large-cap universe. On an equal-weighted basis, the broader market is not nearly as 
expensive as it looks through the reductive lens of the major cap-weighted indices: the Magnificent 
Seven trade at an average trailing P/E multiple of 50x, versus approximately 18x for the other 493 stocks 
in the S&P 500. (The full index trades at approximately 21.6x.)  
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We cannot and should not exclude these seven stocks from our analysis, because they represent an 
extraordinarily large 27.5% of the index, and even larger portions of three of its highest-growth sectors: 
technology, consumer discretionary, and communication services. However, this does highlight the “tale 
of two markets,” in which divergence is as important to valuation comparisons as it has been to recent 
stock price performance.  

On the whole, if current equity valuations are not screaming “market bottom,” they may not represent a 
top, either. Although signs of possible recession are too visible for us to wave the “all clear” flag, any 
analysis of past market cycles reveals that attempts to time markets nearly always prove futile. As dull 
as it may seem, we see no cause to warrant wholesale changes to most target allocations. Instead, this is 
a time for us to stay focused on client goals and tolerances, relative values among companies and asset 
classes, and overall business fundamentals. There is always much to glean by examining these factors. 

• Productivity Reborn? 

The emergence of generative Artificial Intelligence as core to the technology and overall economic 
narrative in 2023 was astounding, not to mention the drama surrounding OpenAI’s leadership and 
future prospects. Rather than concentrate on any single company, we look to the exponential growth in 
productivity that AI stands to unleash across a wide range of industries in the years ahead.  

While technological change has always disrupted aspects of employment, the longer-term benefits to 
society, humanity and yes, to workers have been vast. Whether it was the transition from horse-drawn 
carriages to automobiles, landline telephones to mobile devices, or steamship to airplanes, observers 
initially winced at the implications for those employed in legacy industries, only to recognize whole new 
worlds of opportunity and economic growth. Ultimately, new technologies have tended to create 
multiples of the employment numbers lost to the old ways—and quite often at higher salaries. 

AI-driven applications are starting to come online right on the heels of a worker shortage that prompted 
many companies to find new ways to do more with less, primarily through old-fashioned better 
management. This was one of the few silver linings of the Covid lockdowns. If management teams can 
bring the same creativity and discipline to realizing the potential of AI within their own businesses that 
they did during the pandemic, it will help pave the way to lower inflation, higher wages, and a superior 
path forward for earnings.  

2024 Outlook: U.S. Fixed Income Markets  

Not since the mid-2000s have bonds looked so good to multi-asset class investors. A longer-term 
expected annual return of, let’s say, 7% from equities now stands in comparison to something 
approximating 5% in the broader bond market. A few years ago, the bond comparison would have been 
closer to 1%. Times have changed, leaving much less reward for the higher risk of owning stocks. 

At the same time, the uncertain economic and rate environment requires discipline in matching bond 
durations with individual investment objectives and risk tolerances. As the discussion above suggests, 
our base case for 2024 anticipates a decelerating economy coupled with continued progress on the 
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inflation front, which would support further disinversion of the yield curve for Treasuries in 2024 led by 
a greater reduction in shorter-maturity Treasury yields relative to those that are longer-maturity. 
However, a more abrupt economic downturn could prompt longer-maturity Treasuries to outperform, 
even as the Fed would presumably be more aggressive in cutting short-term rates. 

An example of how the math differs at opposite ends of the curve may help illustrate the point. In 
simple dollar terms, the value of each 0.01% shift in yields is worth $1.85 in asset value for every 
$10,000 invested in 2-year Treasuries, but $21.31 if invested in 30-year Treasuries—a whopping 11.5x 
difference in dollar returns. The extra cost of each basis-point move tends to keep the longer end 
anchored, helping keep rates stable unless investors perceive some strong economic disruption that 
looks set to stick around for a long time. Of course, when changed expectations do send the 30-year 
yield trending higher, it will generate an equally magnified headwind to returns.  

On balance, I have suggested over the last few months, and remain inclined today, to nudge up the 
average maturity of most fixed income portfolios from the rather short durations of the past year even 
though we have already witnessed a rather dramatic decline in yields since late-October.    

• The (Limited) Appeal of High Yield 

Current spreads across the broader high yield market don’t seem to justify the additional risk they carry. 
However, some shorter-maturity segments of high yield are more appealing, as the average high yield 
issuer will not face significant refinancing needs until 2025 or beyond. This limits risk. Coupled with 
favorable comparisons with the earnings yield of broader equity markets, it suggests merit in allocating 
a portion from one’s equity “risk bucket” to a diversified senior unsecured high yield portfolio.  

As in the past, we caution against allocating to high yield from those components of fixed income 
portfolios that are intended to provide ballast—most notably Treasuries and U.S. agency mortgage-
backed securities. At a time when the economic outlook is less than clear, we would be remiss not to 
remind our readers that high yield issuance tends to behave more like stocks than traditional bonds 
during moments of market stress, and its risks should be evaluated as such. 

• Gold 

Our tendency as we entered 2023 was to increase gold exposure as we believed U.S. interest rates 
would peak, and perhaps fall, sooner than in other key regions, auguring a weaker dollar. Our team 
views gold primarily as a competing currency, and dollar weakness as tending to benefit gold. Many also 
take comfort in the fact that this yellow currency has been in circulation for some 4,500 years; indeed, it 
performed quite nicely in the face of global economic uncertainty this year, rising approximately 12%.  

As we peer into 2024 we no longer see further dollar weakening as obvious, principally because we 
suspect the euro may experience similar headwinds as rates fall across Europe in tandem with U.S. 
Treasuries. However, the yen may strengthen as the Japanese central bank removes yield-curve control 
and allows for interest rates to remain steady or even rise a bit. While our view on gold is thus more 
muddled today than it was a year ago, we still see merit in holding some amount of the yellow metal as 
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a form of ballast to portfolios, and believe that a recession and elevated levels of economic uncertainty 
will continue to provide a degree of support in the years ahead.  

2024 Outlook: International Markets  

• China 

China’s economy this year failed to live up to the high expectations for their long-delayed reopening 
from Covid. On the contrary, domestic activity fell off a cliff as home prices shuddered, commercial real 
estate debt exploded and unemployment surged, especially among younger workers. Investor hopes for 
a wave of higher consumption were dashed as potential deflation replaced inflation as a top concern. 
China remains the world’s manufacturing floor, yet export demand, too, fell in two key markets—Europe 
and the U.S.—idling significant production capacity. 

Adding to the strain are prospects that more and more global companies are finding alternatives to 
China when siting manufacturing facilities. Foreign direct investment into China has plummeted of late 
as friendlier countries in the region, such as Vietnam and India, offer competitive labor costs and fewer 
national security concerns, foreign policy challenges or business interference than the Chinese 
Communist Party. This reality may also explain why Premier Xi took a friendlier approach in his meeting 
with President Biden this past month, rather than the bellicose tone of other recent communications. 

Foreign Direct Investment in China—2001-2023  

 

Source: Bloomberg LP 

I have noted the trend toward supply chain realignment in prior commentaries, chiefly in the context of 
why we prefer not to allocate client capital directly to China, or the sorts of opportunities this continuing 
disruption might uncover. I would add that the trend has significant implications not only for companies 
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selling into China, but also “OEMs” such as Foxconn and Flextronics who build manufacturing capacity 
for the production of everything from iPhones to vacuum cleaners.  

As it faces these growing challenges from its international partners, China continues its long-running 
efforts to transition from an export-driven economy to a domestic consumer-based model. But that 
strategy is complicated by the country’s pronounced demographic realities. The simple fact of a rapidly 
graying population will likely send Chinese GDP growth trending downward for years to come.   

• Japan 

As I have highlighted previously, the corporate culture in Japan has shifted over the last several years to 
become considerably more shareholder-friendly. Regulatory scrutiny has increased, investor activism 
has grown more robust, and corporates have sharpened their focus on return on capital. From share 
repurchases, to dividend hikes, to the appetite for constructive M&A, Japanese companies are evolving 
in ways that justify the large equity gains they experienced in 2023, and we believe they remain worthy 
of incremental allocation where appropriate to individual client mandates. 

Japan faces well-documented demographic challenges that are not unlike China’s. But unlike its 
mainland neighbor, Japan’s export model is well served by its democratic governance, transparent 
accounting conventions and reliable official data. Its economic outlook is also considerably more stable, 
particularly when analyzed through the lens of GDP per capita rather than nominal growth.   

2024 Outlook: Real Estate and Alternative Investments 

• Real Estate 

A recession in 2024 would likely prompt the Fed to cut rates, sending Treasury yields lower across the 
yield curve and mortgage rates along with it. Many argue that this would be a boon to home sellers, 
who would presumably have a wider pool of potential buyers than in the current market. However, a 
recession might drive supply up as more owners become ready, willing and able to sell. That could 
overcome the mitigating factor of lower financing costs for home bidders, allowing prices to falter. 

Given chronic undersupply in many markets, I do not predict a collapse in housing absent a dramatic 
downturn across the larger economy. Even in such a case, as with all cycles, a bottom would develop 
after clearing prices were achieved, opening the door to a new bull market for homes along with the 
rest of the economy. But I politely push back on the popular narrative that lower rates in a downturn 
would send in enough buyers to completely overcome the potential flood of inventory, much of which 
currently sits on the sidelines as owners cling to unusually low mortgage rates for their existing homes.  

To ignore the ebbs and flows of residential housing, is to turn from a massive source of household equity 
and related investor sentiment and consumer consumption patterns. I merely caution clients not to 
expect home values to necessarily compensate for any portfolio losses during a major downturn, and to 
take that into consideration in contemplating their true risk tolerance for their assets at Clear Harbor or 
elsewhere. 
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• Alternative Investments 

The term “alternatives” can mean many things to many investors. It can encompass hedge funds 
focused on anything from long/short equity or global macro to merger arbitrage, statistical arbitrage or 
catastrophe bonds. It might mean a private equity fund focused on a particular sector (medical 
technology, say, or turnaround opportunities) or approach (buyout, growth, venture, credit, etc…). At a 
time of considerable change in the broader investment landscape, alternatives can be intriguing, and we 
feel strongly that they can have a place in some portfolios. 

With that said, alternatives generally carry very different risks and considerations from stocks and 
bonds. They can present unexpected correlations to other components of a portfolio, requiring careful 
review to ensure they offer the kind of diversification desired. Many opportunities, especially in private 
equity, require long lockup periods or allow investors limited visibility into underlying asset quality.  

Alternatives are not for everyone, but in the right circumstances, they can add unique exposures. Clear 
Harbor advisors are more than happy to discuss alternative investments available through the firm, and 
as fiduciaries, to help evaluate their potential value for you given your overall risk and wealth profile and 
long-term goals. If you have exposure to alternatives elsewhere, I urge you to bring your advisor up to 
speed on them to make sure we take them into account in crafting your overall portfolio strategy.  

• Political Considerations 

Every four years the U.S. presidential campaign season seems to take on a previously unimaginable new 
importance. This year’s stakes include the fate of Ukraine and perhaps Eastern Europe at large; still-real 
prospects for a significant expansion of the current conflict in the Middle East; and the seemingly 
unconstrained growth in our own country’s debt. 

I feel strongly that American leadership is critical to global stability at such a moment. Yet the legal and 
age-related issues hanging over the heads of the two leading candidates can only increase uncertainty as 
we slouch toward New Hampshire and ultimately to the general election. Polls suggest I am in good and 
ample company with these concerns. 

As many have said, a year in politics is like a lifetime; much can change before—or for that matter, at—
the nominating conventions this summer. Historically, the impact of presidential elections on long-term 
market returns has generally been overstated. Yet at a time of record division within our country, we 
will follow the evolution of this political season for insights into the health of our own society, our 
relationship to the rest of the world, and yes, our thinking about markets and the economy.   

* 

I end this year’s missive on a puzzle piece that seems strangely missing from today’s complicated and 
confusing investing mosaic: volatility. The VIX Index—often dubbed the “fear index”—has been 
quiescent for much of this past year. In fact, it currently sits at its low for the year despite the foggy view 
through the windshield as we look toward 2024.  
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The reality is that volatility can return to markets at any time—and it certainly is possible at a moment of 
significant economic transition, as 2024 looks set to be. This is not to discourage anyone from remaining 
committed to long-term portfolio positions through short-term squalls that may blow from time to time; 
quite the contrary. But moments of relative buoyancy in markets is a good time to review allocations, 
ponder how your risk tolerance may have changed, and touch base with your advisor.  

Given the storms we have weathered over the years, I am confident that we can continue to build 
successful futures together so long as our sense of partnership with our clients remains strong. On 
behalf of the entire team: I thank you for your trust in Clear Harbor, wish you the very best for this 
joyous season, and look forward to seeing you in the new year. 

Sincerely, 

 

Disclosure: 

Clear Harbor Asset Management, LLC (“Clear Harbor”) is an SEC registered investment adviser with its principal place 
of business in the State of Connecticut. Clear Harbor and its representatives are in compliance with the current 
notice filing requirements imposed upon registered investment advisers by those states in which Clear Harbor 
maintains clients. Clear Harbor may only transact business in those states in which it is notice filed, or qualifies for 
an exemption or exclusion from notice filing requirements.   

The material contained herein is intended as a general market commentary. The commentary may contain general 
information and views that are not directly relevant to your particular account. Opinions expressed herein are those 
of Aaron Kennon and may differ from those of other employees and affiliates of Clear Harbor Asset Management 
LLC. The information contained herein should not be construed as personalized investment advice. Past 
performance is no guarantee of future results. Information presented herein is subject to change without notice and 
should not be considered as a solicitation to buy or sell any security. Any comparison to an index, including the S&P 
500 and Russell 2000, is for comparative purposes only. An investment cannot be made directly into an index, which 
are unmanaged and do not reflect the deduction of advisory fees. This brochure is limited to the dissemination of 
general information pertaining to its investment advisory services. The current account composition is intended for 
informational purposes and allocations are subject to change. 

For information pertaining to the registration status of Clear Harbor, please contact Clear Harbor or refer to the 
Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional information about Clear 
Harbor, including fees and services, send for our disclosure statement as set forth on Form ADV from Clear Harbor 
using the contact information herein. Please read the disclosure statement carefully before you invest or send 
money.  


