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April 2023 

WHAT’S NEXT? 

Watch April ’s full market & economic update.  

Register for May’s update.  

Sign up to receive our latest updates right to your inbox. 

The Fed has Hiked Aggressively.  

How Will Markets React? 

In this month’s webinar, we discussed the upcoming Federal Reserve rate decision , shared an economic update , and talked 

through some potential paths for markets going forward. 

Is this the end of the Fed’s rate hiking cycle?  

In attempts to lower inflation, the Federal Reserve’s Federal  Open Market Committee raised rates in each of its last nine 

meetings, bringing the current rate to 4.75-5.00%. i The rate of year-over-year consumer inflation has moderated each month 

following its 9.1% peak last June. The latest U.S. Bureau of Labor Statistics’ report measured inflation at 5.0%—the lowest 

since May of 2021. ii   

We, and consensus, believe the Fed will likely increase rates by another 0.25% at the FOMC’ s May 3 rd meeting iii, but then 

pause future hikes  to allow the economy to catch up with the rapid increase of rates .  We do not believe the Fed will 

immediately begin cutting rates, as they are in no rush to undo the work done over the past year.  

What might a pause in rate hikes mean for markets? 

In Figure 1 below, the vertical dotted line indicates the final hike of historical  cycles. Since 1984, the S&P 500 performed well 

in the twelve months following final  rate increases,  with the 2000 period being the notable exception. For the six time periods 

listed, the average cumulative return twelve months following the final Fed hike is 15%. In the 2000 period, the Fed began 

cutting rates just six months after its final hike , and the market contended with the unwind of the dot-com bubble.  

Figure 1 iv 
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Our Bottom Line for Markets  

Our base case S&P 500 price target for the next twelve months is 4, 100, near the index’s current level. We continue to believe 

markets will experience a bumpy road this year. Having the right balance between stocks and bonds as part of a 

thoughtful and strategic financial plan will help you reach your return goals.  

https://click.firstcitizens.com/Mjk2LUNQWC0yOTUAAAGLXcG8rd6l5HG7ic8VTffu2D52sl2HG9psVgLGnGkNC3dUB26liq3M-lDLizXMrcrmblAAzkk=
https://firstcitizens.webex.com/weblink/register/rb9dd03ffd9327e26818b9cf94be21465
https://www.firstcitizens.com/wealth/market-outlook/subscribe?eml=Marketo-WealthSubscription-PDFReports
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The v iews expressed are those of the author(s)  at the time of wri ting and are subject to change without notice.  Firs t 
Citizens does not assume any l iabil i ty  for  losses that may result from the information in this  piece.  This  is  intended for  

general educational and informational purposes only  and should not be viewed a s investment advice or recommendation 
for  a secur ity, investment product or  personal investment advice.  

Your investments in securities, annuities and insurance are not insured b y the FDIC or any other federal government 
agency and may lose value.  They are  not a deposit or  other obligation of, or  guaranteed by any bank or bank affil iate and 

are subject to investment risks, inc luding possible loss of the pr inc ipal amount invested.  Past performance does not 
guarantee future results .  

Firs t Citizens Wealth Management is  a regis tered trademark of Firs t Citizens BancShares, Inc.  Firs t Citizens Wealth 
Management products and services are offered by First -Citizens Bank & Trust Company, Member FDIC; Firs t Citizens 

Investor Serv ices, Inc., Member FINRA/SIPC, an SEC-regis tered broker -dealer and investment advisor; and Firs t Citizens 
Asset Management, Inc., an SEC-regis tered investment advisor.  

Brokerage and investment advisory serv ices are offered through Firs t Citizens Investor Serv ices, Inc., Member 
FINRA/SIPC. Firs t Citizens Asset Management, Inc. provides investment advisory  services.  

 

 

 
i Federal Reserve.org, Federal Ope n Market Committee news releases  and reports  
ii U.S. Bureau of Labor Statis tics, Consumer Price Index News Releases  
iii Bloomberg, 4/26/2023 
iv Goldman Sachs, Strategas Research, Bloomberg  
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