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WHAT’S NEXT?

L]
M a k | n g Se n Se Watch February’s full market & economic update.

Register for March’s update.
Sign up to receive our latest updates right to your inbox.

Markets Are Starting to Believe the Fed

Markets began 2023 with vigor but have recently seen volatility return. Why is that? We believe markets are reacting to the
confluence of better US economic data as well as the release of January’s consumer price index print which showed inflation
remains high and the rate of moderation has slowed. As such, market participants now expect more rate hikes from the Federal
Reserve this year than previously priced into markets. Since the Federal Reserve’s meeting earlier this month, market
expectations are showing signs of stronger alignment with statements from the Fed, whereas prior to this month, futures did
not accept that the Federal Reserve would continue hiking rates or keep rates high for longer. We believe that shift is driving
much of the volatility in both equity and fixed income markets.

In Figure 1, the gold bars illustrate the futures market expectations as of the end of 2022 for the federal funds rate at upcoming
Federal Reserve meetings. The gray bars track the same expectations, but as of February 21, 2023. In its December meeting,
the Federal Reserve projected that the federal funds rate would be above 5% by the end of 2023 —meaning multiple hikes this
year. As of December 31, the market expected the rate to be near 4.5% at year-end. As of this week, that expectation moved

above 5%.

Our Bottom Line for Markets

Our base case S&P 500 price target for the next twelve months is 4,100. 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.

Figure 1i

Federal Funds Rate Implied by Futures Market
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FOMC Meeting Date


https://landing.firstcitizens.com/rs/296-CPX-295/images/Making%20Sense%20-CPI%20February%202023.pdf
https://fast.wistia.net/embed/channel/3szt6oi0ia?wchannelid=3szt6oi0ia&wvideoid=oeiiqps3kq
https://firstcitizens.webex.com/weblink/register/rb9fd8f6767f8cd45ed3603582df54b2e
https://www.firstcitizens.com/wealth/market-outlook/subscribe?eml=Marketo-WealthSubscription-PDFReports
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The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First
Citizens does not assume any liability 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 as investment advice or recommendation
for a security, investment product or personal investment advice.

Your investments in securities, annuities and insurance are not insured by 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 affiliate and
are subject to investment risks, including possible loss of the principal amount invested. Past performance does not
guarantee future results.

First Citizens Wealth Management is a registered trademark of First Citizens BancShares, Inc. First Citizens Wealth
Management products and services are offered by First-Citizens Bank & Trust Company, Member FDIC; First Citizens
Investor Services, Inc., Member FINRA/SIPC, an SEC-registered broker-dealer and investment advisor; and First Citizens
Asset Management, Inc., an SEC-registered investment advisor.

Brokerage and investment advisory services are offered through First Citizens Investor Services, Inc., Member
FINRA/SIPC. First Citizens Asset Management, Inc. provides investment advisory services.

i: Bloomberg
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