
S&P 500’s YTD Performances – Sector Breakdown 

 

On the chart below, we can see the S&P 500’s YTD 2023 performance (bold black line, up 1%), along 
with each of its individual sector performances. Clearly, growth-oriented sectors have outperformed 
so far in 2023 with the tech, consumer discretionary, and communication services sectors trading 
between circa 7.5% – 10% higher. As we said in the first line of our February Interim Update – “As we 
move through Q1, it would appear that 2023 is poised to potentially reverse many of the trends that 
defined 2022.” This is what we have seen so far with regard to growth stocks, after their relatively 
deep sell-off of 2022. However, in our 2023 Investment Outlook and podcast we did say that investors 
may be better placed in higher yielding, more defensive parts of the market over the course of H1. So, 
let’s explore some of the reasons why we are seeing these themes play out YTD in 2023.  

 

 

 

• Light Green - Tech                                                                
• Yellow  - Communication Services 
• Dark Blue  - Consumer Discretionary 
• Light Blue  - Materials 
• Dark Green  - Industrials  
• Black  - S&P 500 
• Brown  - Real Estate 
• Purple   - Financials 
• Grey   - Energy 
• Turquoise  - Consumer Staples 
• Pink   - Utilities  
• Red   - Health Care 

 



 

 

 

Growth stocks 

 Growth-oriented equities, and the consumer discretionary sector in particular, have benefitted 
hugely from China’s restart. This is also a trend that has helped to boost European stock prices 
YTD – consumer discretionary is the EuroStoxx50 index’s largest component (19.9% weighting), 
versus the S&P 500 which has the sector as its third largest (10.4% weighting). 

 Both GDP and PMI economic data points have come in stronger-than-expected so far this year and 
have supported a positive risk sentiment in general, thus helping growth stocks to rally. Fears over 
a recession (certainly a ‘hard landing’ recession) have been abated somewhat, at least for now. 

 While rate expectations have fluctuated over recent weeks, with markets now looking for a 3.75% 
- 4% terminal rate from the ECB and circa 5.00% from Fed, much of the rally seen in growth stocks 
towards the start of this year was built on markets’ growing expectations for a pause and maybe 
pivot by the main central banks. Growth stocks have held on to these gains from the start of the 
year relatively well. 

 These sectors were also simply coming off a very oversold point in Q4 2022. Clearly, they are more 
sensitive to higher interest rates, and as a result investors spent much of last year selling growth 
names and pricing in the rapid interest rate jump from major central banks.  
 

Defensive stocks 

 Defensive sectors have underperformed YTD, with consumer staples, healthcare, and utilities 
down by between 3% - 7.5%, versus the broad index’s +1%.  

 These are some of the worst performing sectors despite many strategists in Q4 and Q1 having 
warned investors to ‘hide’ in these areas on the back of recession fears. One thing that has likely 
been weighing on defensives is that they remain expensive, relative to other equities.  

 They are also viewed as bond proxies and are therefore susceptible to rising interest rates and to 
bond market sell-offs, which we have seen throughout February and the start of March.  

 Another argument against this set of equities is: Why would money managers go overweight 
relatively expensive defensives when they can get much safer risk-free yields in short term US 
Treasuries. 

 These defensives could still offer some protection to portfolios during the remaining three 
quarters of the year, especially if we do see a sharper equity market sell-off. This could be driven 
by a number of factors such as worse than expected GDP or earnings recessions, inflation proving 
very difficult to reduce to 2% which would cause central banks to remain aggressive, heightened 
geopolitical tensions around the globe, a worsening situation in Ukraine, or the latest US banking 
sector concerns that we are now seeing! In fact, over the last couple of trading sessions we are 
already starting to see these defensive sectors pick up sharply, as US regulators step in and close 
certain US tech-focused banks.  

 Most firms within these defensive sectors would still have relatively steady cashflows during an 
economic downturn. A lot will depend on what outcome we get – whether a soft-landing, hard 
landing, or potentially no landing at all with inflation staying high. 
 

 


