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Looking Beyond the Crystal Ball

As the late Yogi Berra once said, “making a prediction is very hard, particularly when its about the future.” 

Yet predictions are what Wall Street, and the many strategists and analysts attempt to do on a regular basis. 

Often their research on an industry group, a specific company or the economy consists of an assumption for the 

future, based on what is “known” today. Unfortunately, as with any measure of probability, there can be a wide 

range of outcomes.

For much of this year there was and remains an active debate over the actual condition of the economy and  

how much work is left in the Federal Reserve’s fight against inflation. There are some who are responsible for 

their firm’s investment strategy who have called for a market downturn and economic recession. Others took the 

opposite view, and some remain decidedly undecided. 

A market strategist knows that making a prediction is sometimes risky business. When the market goes one 

way and a forecast goes in another, that strategist might as well hang a “Hit Me, Please!“ sign around their neck.  

Predictions are at the mercy of probability. Probability means possibility. All of which as a process, is simply an 

attempt to tame the degree of uncertainty of a forecast. Sometimes the calculation plays out perfectly and other 

times unforeseen events or circumstances spoil the party.

For the first six months of this year the market has defied most of those who called for it and the economy to 

fold. You had a perfect combination of higher interest rates, an unrelenting Fed, a tentative consumer, and 

questions about company profitability. Yet the market just kept chugging along. However, under the surface, 

there were and continue to be areas of weakness and increasing concern. There seems to be enough conviction 

that the economy is hanging in there, that the Fed will soon be done, and company profits and the consumer are 

both not ready to throw in the towel.

When one looks at the “market,” it is important to understand that a disproportionate percentage of the best 

performers have been limited to the largest and most dominant technology companies. Over the past six 

months for example, just seven of these “mega cap” names have dominated the entire S&P 500 index. Without 

these outperformers, the returns for the Index would have been barely positive. (Forbes Magazine April 10, 2023,  

Derek Saul www.Forbes.com)

The market’s concentration is unusual but understandable. In a market driven by rising rates, investors flocked 

to some of the most liquid, cash rich, and dominant names in their respective businesses. Having been sold off 

last year under the premise that technology companies would disproportionately suffer in a higher rate 

environment, these select few now became the “must own“ names. Having a series of new stories to tell, such 

as the emergence of AI, machine learning and having the most sought-after semiconductor chips and the 

financial clout, doesn’t hurt either. We believe this excitement will likely ease, although the opportunities remain 

substantial.  

The second quarter presented quite a few challenges. Companies in commercial real estate and regional 

banking have been taking quite a few body blows. There is now a “shake-out” occurring in these sectors. This is 

often the case during a period of cyclical and economic adjustment. Equally, there are companies that are not 

yet acknowledged by the markets that will likely soon emerge and capture our attention. Perhaps they are in 

technology, healthcare, or even agriculture. This is how markets and the opportunities they present work, over 

time. 

Whether a prediction or forecast  for a short-term market outcome is ultimately accurate or not, it will likely not 

matter in the long term. Market’s historically flush out the distractions and noise and eventually settle back into 

a more understandable and consistent story. For investors, it is important that they remain committed to their 

long-term goals and the strategies that can get them there.
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2 Portfolio Review & Comment

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth 

Management or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any 

opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of 

future results.

This material is intended only for clients and prospective clients of the Portfolio Management program. It has been 

prepared solely for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell

any security or other financial instrument, or to participate in any trading strategy. 

The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley participating in 

the Morgan Stanley Portfolio Management program. The Portfolio Management program is an investment advisory 

program in which the client’s Financial Advisor invests the client’s assets on a discretionary basis in a range of securities. 

The Portfolio Management program is described in the applicable Morgan Stanley ADV Part 2, available at 

www.morganstanley.com/ADV or from your Financial Advisor.

Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment 

strategy will work under all market conditions. 

International investing may not be suitable for every investor and is subject to additional risks, including currency 

fluctuations, political factors, withholding, lack of liquidity, the absence of adequate financial information, and exchange 

control restrictions impacting foreign issuers. These risks may be magnified in emerging markets because of their narrow 

focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies. 

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their 

accuracy or completeness.

The Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the 

client’s assets on a discretionary basis in a range of securities. 

Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the U.S. 

market, covering such diverse industries as financial services, technology, retail, entertainment and consumer goods. An 

investment cannot be made directly in a market index.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad 

stock market. An investment cannot be made directly in a market index.
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