
December 12, 2022

Dave’s Weekly Commentary
Good morning, everyone!  I am off to the conference after sending out this newsletter. 
I have a pretty aggressive schedule, planning to attend 8-10 sessions over the next two 
days. For one session, I and nine other participants were asked to discuss the long-
term direction and success of our industry and our firms.  I have enjoyed being a 35+ 
year practitioner, our internship program, along with serving on FSC advisory board, 
so this is one more opportunity for me to give back. As well as have (hopefully) a 
robust dialogue with other peers. This is a quick trip, and I will be back late Wednesday 
afternoon, and back at it early Thursday morning. Last Friday was our annual holiday 

party, held in the party room above the Wind’s Café wine store. It is always great to see the team outside 
the work environment, laughing, sharing a great meal and wine together, and genuinely enjoying sharing 
time outside of the office together.   

On to the markets. The stock market tends to look forward with its pricing action and so does the Treasury 
market. What both markets are seeing right now is some rough patches in the horizon. The problem they 
see is a period of weaker growth, if not the possibility of a recession, and the root of the problem is the 
Federal Reserve’s seeming inclination to use lagging data to drive its policy decisions. The Fed is watching 
inflation data as it comes in and it is keeping close tabs on the employment numbers, paying particularly 
close attention to the unemployment rate and average hourly earnings growth. That’s all well and good, 
only the employment data points are lagging indicators.

Seemingly, from the market’s standpoint, it is not good enough for the Fed to be watching incoming 
inflation reports. It wants the Fed to be forward-thinking and to extrapolate the likelihood of improving 
inflation trends due to the lag effect of its past rate hikes, real-time information like falling gas prices, 
reports of declines in rent prices, and CEO commentary pointing to improvements in supply chains and 
emerging softness in consumer spending. Some critics would argue that there is enough empirical data 
out there already that should convince the Fed to hold off on additional rate hikes. Those critics are going 
to be disappointed when the FOMC votes on December 14 to raise the target range for the fed funds rate 
by at least another 50 basis points.

Per the Fed, ongoing rate increases are appropriate, however, what the Fed thinks is appropriate, the 
Treasury market by its current behavior does not think so. That view is plain to see in the deepening 
inversions across the Treasury yield curve. The lowest-yielding security isn’t the 3-month T-bill (4.30%), it is 
the 30-yr bond (3.53%). The 2s10s spread is the widest it has been since the early 1980s.

The inversion is a manifestation of the market’s concerns that the Fed is going to drive the U.S. economy 
into a recession its current and rapid, rate hikes. An inversion of the Treasury yield curve has often been a 
leading indicator of a recession -- and the market knows that.The recession view has come to the forefront 
in recent weeks. It was already apparent in the Treasury market with the curve inversion, but it has started 
to register more noticeably in the stock market with the more recent  underperformance of the bank 
stocks and the outperformance of the counter-cyclical health care, utilities, and consumer staples sectors.

Weaker growth and better inflation readings are supportive for Treasuries, yet, despite the drop in rates, 
stocks have traded in a guarded fashion, recognizing it seems that the driver of weaker inflation will be 
weaker growth, and additionally earnings estimates have been coming down in conjunction with the 
inversion of the yield curve.

The Fed might not be looking at things the way market participants wish the Fed would look at things. The 
Fed is forward-looking in one respect: it believes ongoing rate increases will be appropriate. The concern 
is that the Fed will overtighten and trigger a deeper economic setback. Hence, there are inversions across 
the curve that, in some cases, are the deepest they have been in roughly 40 years. The stock market 
appears to be preparing itself for more cuts to earnings estimates in coming weeks, which is why lower 
market rates could not be translated into higher stock prices, and to that point the FOMC meet this week 
to determine the interest rate action they plan on taking for December. Source: Briefing.com.

Have a great week and holiday season. Dave 

Weekly Market Update
by David A. Smith, CFP®, MSFS, AIF® and Michael Cozad, CFP®, MSFS

Market Watch
Week Ending Dec. 9,  2022

(Source: Briefing.com)

• DJIA:                33,476.46     -953.42
2022 YTD  -7.92%

• NASDAQ:        11,004.62    -456.88 
2022 YTD  -29.02%

• S&P 500:            3,934.38    -137.32  
2022 YTD  -17.28%

• Russell 2000:   1,796.66       -96.18 
2022 YTD  -19.78

• 10 Year Treasury:                   3.57%

“A holiday is an opportunity 
to journey within.”

~Prabhas.

Newsletter continues on the next page.
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Smith, Moses and Company is an Ohio Limited Liability Company. Securities and investment advisory services offered through FSC Securities Corporation, Member FINRA/SIPC.  FSC is separately owned and other entities and/or marketing names, 
products or services referenced here are independent of FSC.  Although the information has been gathered from sources believed to be reliable, it cannot be guaranteed. Views expressed in this newsletter may not reflect the views of FSC Securities 
Corporation. Investing involves risk including the potential loss of principal.  No investment strategy can guarantee a profit or protect against loss in periods of declining values.  Please note that individual situations can vary. Therefore, the information 
presented here should only be relied upon when coordinated with individual professional advice. Indexes cannot be invested in directly, are unmanaged and do not incur management fees, costs and expenses. Past performance is not a guarantee of 
future results. Any links in this material are provided as a convenience and for informational purposes only.  FSC Securities Corporation does not endorse or accept any responsibility for the content or use of the web site nor guarantee the accuracy or 
completeness of the data or other information appearing on the linked pages. The company assumes no liability for any inaccuracies, errors or omissions in or from any data or other information provided on the pages, or for any actions taken in reliance 
on any such data or information.  This information is not intended to be a substitute for specific individualized tax, legal or investment planning advice. 
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Get a Jump on Your Taxes Today
and Go Paperless!

• Give our office a call, we’ll walk 
you through the short process,  OR 

• Stop by our Beavercreek office on 
a Friday, we’ll show you how.

Why Go Paperless?
In addition to being environmentally 
friendly, electronic delivery 
(e-delivery) benefits include: 

• No waiting for paper documents to 
arrive in the mail.

•  You can have anywhere, anytime 
access. 

• Save on monthly paper fees.

• Provides you the fastest access to 
your 1099 forms, as well as other tax 
documents. (Note: requests must be 
received by the 15th of the month.)

• An easy way to share with 
accountants through downloading, 
then emailing. 

Already enrolled in e-delivery of 
account statements, but not tax 
documents?

Click the “Go Paperless” icon when you 
log in and add tax documents.
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Planning Points  Source: Broadridge Advisor Solutions Copyright 2022. 

Student Loan Repayment Delayed Again to Future Date in 2023
The Biden administration has announced another extension for repayment of federal student loans to 
an unspecified date in 2023 due to legal challenges that have blocked implementation of the student 
loan debt relief program. The previous payment moratorium was set to expire on December 31, 2022.

Under the new extension, student loan payments will resume 60 days after the student loan debt 
relief program is implemented or the lawsuits are  resolved. If the courts have not resolved the issue 
by June 30, 2023, payments will start 60 days after that.1

Legal challenges bring uncertainty
The latest extension is in response to court rulings that have blocked implementation of the 
student loan forgiveness program. Under that plan, announced in August 2022, federal student loan 
borrowers — including graduate students and parents with PLUS Loans — with an adjusted gross 
income under $125,000 ($250,000 for married couples filing jointly) are eligible for $10,000 in loan 
forgiveness, with Pell Grant recipients eligible for up to $20,000 in debt relief.2

In November, a federal judge in Texas ruled that the student loan forgiveness program was unlawful. 
And in a separate lawsuit, a federal appeals court  issued an injunction against the program on behalf 
of six states — Arkansas, Iowa, Kansas, Missouri, Nebraska, and South Carolina — effectively stopping 
the Department of Education from accepting more applications and discharging any debt.3

The Biden administration asked the Supreme Court to review the lower court rulings during its 
current term, and the Supreme Court has agreed to hear the case, with arguments tentatively 
scheduled for February 2023. In the meantime, the Supreme Court left the injunction blocking the 
program in place.4

Pandemic-era payment pause continues
There have been nine student loan payment pauses  since the start of the coronavirus pandemic. 
The first pause came in March 2020 when Congress passed the Coronavirus Aid, Relief, and Economic 
Security Act. Subsequent payment extensions have come via Presidential executive orders. The latest 
extension, to most likely sometime after June 2023, will bring the total payment pause to over three 
years.

Over 45 million Americans owe a collective $1.6 trillion in federal student loans, the largest category 
of consumer debt behind mortgages. 5To date, more than 26 million people have applied for debt 
relief under the program; an additional 8 million people who have their income information already 
on file will qualify automatically for the program.6

1-2) U.S. Department of Education, 2022, 3, 6) The Washington Post, November 14, 2022, 4) The New York Times, 
December 1, 2022,    5) The New York Times, November 22, 2022


