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Weekly perspective on current market sentiment March 1, 2023  

Stocks finally have some competition 
Key takeaways 

• For the first time in a number of years, fixed income is providing yields 
that are high enough to provide some competition for stocks. 

• Our view is that longer-term interest rates are attractive and unlikely 
to move much if at all beyond the October 2022 highs.  

Bond-market price adjustments have largely been a one-way street since late 2020 when, on a global basis, there 
was approximately $18 trillion of outstanding sovereign debt with a negative yield. That’s right, bond buyers who 
held those negative-yielding securities until maturity would receive less than what they paid in exchange for the 
luxury of parking funds in these fixed-income assets. It may seem like a long time ago to some, but the global 
quantity of negative-yielding debt, while slowly receding, was still quite high through year-end 2021. At that point, 
the financial markets came to grips with the reality that major central banks around the world were about to launch 
a virtually unprecedented rate-hiking cycle. The increased interest rates were, and are, an attempt to quell 
inflationary pressures that built up during the pandemic on the heels of a supply-chain crunch and trillions of 
dollars in government stimulus that went into the pockets of consumers and businesses. 

In the U.S., the yield on virtually risk-free 10-year Treasury security sits at nearly 4% from a low of less than 1% in 
the middle of 2020. The 10-year yield briefly touched 4.25% in late October of last year. The short-term portion of 
the yield curve, where we carry a favorable rating, shows one-year and two-year Treasury notes yielding 4.75% to 
4.8% at the time of this writing. Even CDs (certificates of deposit, remember those?) are carrying the most 
attractive yields in many years. 

While the stock market lost ground last year, in the three previous calendar years (2019-2021), the S&P 500 Index 
rallied nearly 92% excluding dividends. So, after a meaningful but volatile run higher over the four calendar years 
ending in December of last year, stocks finally have a bit of competition. And from a diversified-portfolio 
perspective, the higher yields of today allow fixed income the potential to take on more of a traditional role of 
providing income and some level of cushion against the historically more volatile equity component. In recent 
years, the fixed-income portion of a diversified portfolio offered very little income and, as we saw in 2022, not a 
good deal of price protection. It is unusual, historically, for both stocks and bonds to lose ground over the course of 
a calendar year, or any rolling 12-month period for that matter. Our outlook is that inflation has peaked and long-
term inflation expectations are well anchored around 2.25%, meaning bond investors think the high in yields is not 
far from current levels. We agree.  

Our current guidance has been to favor the short- and long-term portions of the yield curve. We also currently have 
favorable ratings on duration (interest-rate sensitivity) and on U.S. Investment Grade fixed income. Our view is 
that longer-term interest rates are attractive and unlikely to move much if at all beyond the October 2022 highs.  

For the first time in a number of years, fixed income is providing yields that are high enough to provide some 
competition for stocks. The traditional role of fixed income as a buffer against market volatility is much more in 
play and we believe should garner the renewed attention of investors.  

Scott Wren 
Senior Global Market Strategist 

Last week’s S&P 500 Index: -2.7% 
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Risk Considerations 

Forecasts are based on certain assumptions and on views of market and economic conditions which are subject to change. 

Each asset class has its own risk and return characteristics.  The level of risk associated with a particular investment or asset class generally correlates with the level of return the 
investment or asset class might achieve.  

Equity securities are subject to market risk which means their value may fluctuate in response to general economic and market conditions and the perception of individual issuers.  
Investments in equity securities are generally more volatile than other types of securities.  

Investments in fixed-income securities are subject to interest rate, credit/default, liquidity, inflation, and other risks.  Bond prices fluctuate inversely to changes in interest rates. 
Therefore, a general rise in interest rates can result in the decline in the bond’s price.  Credit risk is the risk that an issuer will default on payments of interest and principal.  This risk is 
higher when investing in high yield bonds, also known as junk bonds, which have lower ratings and are subject to greater volatility. If sold prior to maturity, fixed income securities are 
subject to market risk.  All fixed income investments may be worth less than their original cost upon redemption or maturity.  
Although Treasuries are considered free from credit risk, they are subject to other types of risks.  These risks include interest rate risk, which may cause the underlying value of the bond 
to fluctuate. 

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank, 
N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only 
and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any 
change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different 
conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.  This report 
is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell 
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant 
information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from 
sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial 
services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain 
protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo 
Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and 
non-bank affiliates of Wells Fargo & Company. CAR-0223-04423 
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