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Economic and Market Backdrop 
Despite the most aggressive tightening in four decades, the U.S. economy and equity markets have been resilient. 
A rebound in housing, strong consumption, and substantial government spending are leading many to predict a 
soft landing, and earnings estimates have been rising. Meanwhile, inflation has come down: supply chain 
bottlenecks have resolved and rent growth has flattened, which may give the Fed room to pause.1 

A Less Rate-Sensitive Economy? 

Tightening normally slows the economy, but its impact thus far has been muted. The corporate and housing sectors 
are far less levered than in 2008, and both locked in record-low rates and termed out their debt during Covid, 
leaving them relatively insulated from rate hikes while now earning 5%+ on their cash. Moreover, the primary 
drivers of growth today have been stimulus, rising incomes and increased deficit spending rather than credit, while 
post-pandemic consumption has been dominated by services (which are less rate-sensitive) rather than goods.2 

Credit Still Matters 

Tightening flows through to the economy with a lag, and we are now 18 months in. Notwithstanding differences 
this cycle, credit remains the lifeblood of the economy and continues to tighten, as banks face capital constraints 
and deteriorating profitability, and securitization markets (another source of financing) remain largely shut. New 
borrowing at current rates is increasingly unaffordable – whether for businesses or real estate owners that need to 
roll debt or borrow to invest, or for households looking to buy a house or car.3 

Calm Before the Storm?
 

Much of what supported the economy is now reversing. Student loan payments have resumed, excess Covid 
savings are finally running out, wage growth may be softening, and corporate profits are falling. At the same time, 
credit-card and auto delinquencies and corporate default rates are on the rise. In addition, more workers are on 
strike, and with oil quietly surging 29% in Q3 and inflation still above target, the Fed may have to keep rates 
elevated or raise them further to bring inflation back to 2%, even as recession risks continue to mount.4 

Commercial Real Estate Headwinds 

Since the 1980s, commercial real estate has ridden a wave of declining interest rates, favorable tax reform, bank 
lending and financialization, often with government support, that spurred a building boom and sent property values 
to record levels. The sector is now being challenged as over $1 trillion in debt matures over the next couple of 
years. With construction, operating and financing costs up and rents starting to dip, transaction activity is likely to 
remain depressed until prices adjust – both for troubled sectors like office and even investor favorites like 
multifamily, where many markets face an influx of supply. We continue to seek responsible partners that can not 
only navigate through this environment but take advantage of the opportunities it will likely present.5 
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Equities Cool; Bonds Sell Off 

The S&P 500 cooled this quarter but is still up ~13% on the year, led by megacap tech, despite another 100 bps 
in Fed rate hikes and rising long-term bond yields, which are up over 70 bps YTD. Nominal and real yields are 
now above 4.5% and 2.2%, respectively – levels not seen since before the Global Financial Crisis. And with the 
P/E ratio for the S&P 500 at 20, the gap between U.S. earnings yields and Treasury yields has narrowed 
considerably. At the same time, Treasuries still face ongoing pressure from quantitative tightening (QT) and 
substantial issuance expected through year-end, while demand from China and Japan continues to weaken – all 
of which may continue to pressure yields higher and weigh on asset prices (as higher rates reduce the present value 
of future cash flows).6 

Building a Robust Portfolio 

Economic and market cycles unfold gradually, then suddenly. And with so many firsts and extremes – Covid, QE, 
fiscal stimulus, inflation, war, tightening, deglobalization – forecasting how this one will unfold seems particularly 
perilous. We believe it is critical for investors to build diversified portfolios that are robust to different outcomes, 
including the risks of recession and stagflation. In that context, we think diversification remains essential and skilled 
managers in both the public and private markets can play a valuable role, as they can act opportunistically and 
potentially add value regardless of how markets perform. 
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IMPORTANT INFORMATION 

Past performance is not an indication of future results. 

Advanced Research Investment Solutions, LLC (“ARIS”) and Evoke Wealth, LLC (“Evoke Wealth”) (collectively referred to hereinafter as “Evoke Advisors”) are SEC-
registered investment advisers that provide investment advisory services and investment consulting services to a select set of clients and pooled investment vehicles. 
None of Evoke Advisors’ services are intended to represent a complete investment program.  

This publication is for educational, illustrative and informational purposes only and does not represent investment advice or a recommendation of or as an offer or 
solicitation with respect to the purchase or sale of any particular security, strategy or investment product, or any Evoke Advisors investment product mentioned herein. 
Past performance is not indicative of future results.  

Different types of investments involve varying degrees of risk, including possible loss of the principal amount invested. Therefore, it should not be assumed that future 
performance of any specific investment or investment strategy (including the investments and/or investment strategies recommended and/or undertaken by Evoke 
Advisors), or any non-investment related content, will be profitable, equal any corresponding indicated historical performance level(s), be suitable for a client’s 
portfolio or individual situation, or prove successful. Nothing contained herein is intended to predict the performance of any investment. There can be no assurance 
that actual outcomes will match the assumptions or that actual returns will match any expected returns.  

This publication does not constitute, and should not be construed to constitute, an offer to sell, or a solicitation of any offer to buy, interests in any Evoke Advisors-
sponsored fund, which can only be made by means of an offering memorandum and other governing documents for the respective fund. 

This publication does not take into account your particular investment objectives, financial situation or needs, should not be construed as legal, tax, financial or other 
advice, and is not to be relied upon in making an investment or other decision. 

Certain information contained herein constitutes forward-looking statements (including projections, targets, hypotheticals, ratios, estimates, returns, performance, 
opinions, activity and other events contained or referenced herein), which can be identified by the use of terms such as “may,” “will,” “should,” “expect,” “anticipate,” 
“project,” “estimate,” “intend,” “continue” or “believe” or other variations (or the negatives thereof) thereof. Due to various risks, assumptions, uncertainties and 
actual events, including those discussed herein and in the respective analyses, actual results, returns or performance may differ materially from those reflected or 
contemplated in such forward-looking statements. As a result, you should not rely on such forward-looking statements in making any investment decisions. 

Certain information contained herein has been obtained or derived from unaffiliated third-party sources and, while Evoke Advisors believes this information to be 
reliable, neither Evoke Advisors nor any of its affiliates make any representation or warranty, express or implied, as to the accuracy, timeliness, sequence, adequacy 
or completeness of the information.  

The information contained herein and the opinions expressed herein are those of Evoke Advisors as of the date of writing, are subject to change due to market 
conditions and without notice, and have not been approved or verified by the United States Securities and Exchange Commission (the “SEC”), the Financial Industry 
Regulatory Authority (“FINRA”), or by any state securities authority.  

This publication is not intended for redistribution or public use without Evoke Advisors’ express written consent. 
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