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Dave’s Weekly Commentary

I hope you had a wonderful week. We wrapped up some last-minute tasks to close out 
2022 and started to look at year-end research and economic numbers which are starting to 
come in. Additionally, in about a week and a half we will be onboarding a new Wright State 
University intern, which I am always excited about. Besides this news, there is not much to 
report from last week except the first of 2023 was off to a good start.

The stock market was able to close out the first week of 2023 with decent gains thanks to 
a rally effort on Friday. The S&P 500 briefly dipped below 3,800 on Tuesday before pushing 

above 3,900 on Friday. With Wednesday’s higher finish, the market logged a net gain over the Santa Claus 
rally period (the last five trading sessions of the year and the first two trading sessions of the new year), which, 
historically has been regarded as a positive sign for the start of the new year. The major indices experienced some 
choppy action this week, though, driven by expectations surrounding the Fed’s rate hike path. Those expectations 
were influenced by notable economic releases this week.

A stronger-than-expected ADP Employment Change Report for December and initial jobless claims for the week 
ending December 31, which hit their lowest level since September, indicated that the labor market remains tight. 
Simultaneously, a narrowing in the November trade deficit that was led by declines in both exports and imports 
reflected weakening global demand.

Investors are aware that the Fed considers a weakening of the labor market to be an integral step in bringing 
down inflation, so strong labor data left market participants fearful about the Fed continuing to raise rates and 
not entertaining a pivot to a rate cut cycle anytime soon. Minneapolis Fed President Kashkari said that he sees 
the Fed pausing its rate hikes at 5.40% before cautioning that rates could be taken potentially much higher from 
wherever the Fed pauses if there is slow progress in lowering inflation after the Fed pauses. The FOMC Minutes 
from the December 13-14 meeting, which were released on Wednesday following Mr. Kashkari’s remarks, indicated 
“No participants anticipated that it would be appropriate to begin reducing the federal funds rate target in 2023.” 
Kansas City Fed President George meanwhile, told CNBC in an interview on Thursday that she sees the fed funds 
rate reaching 5.0% and staying there “well into 2024.”  And interestingly St. Louis Fed President Bullard  said, “While 
the policy rate is not yet in a zone that may be considered sufficiently restrictive, it is getting closer.” 

The market languished on Thursday following the ADP and initial claims numbers, leaving participants fearful 
about the December Employment Situation Report being stronger than expected. It turned out that the 
employment report was not as strong as feared, but it also was not weak. Nonetheless, the market took a liking to 
the understanding that average hourly earnings growth moderated to 4.6% year-over-year in December versus a 
downwardly revised 4.8% in November.

That report was subsequently followed by the December ISM Non-Manufacturing Index, which fell into contraction 
territory for the first time since May 2020. The downturn reflected a clear slowdown in economic activity that is a 
byproduct of rising interest rates and weakening demand.

The takeaway for the Treasury and stock markets in the wake of this softer data was that the Fed won’t be able to 
take the target range for the fed funds rate much higher before it decides to hit the pause button. Accordingly, 
both markets enjoyed substantive rallies to finish the week. The 2-yr note yield fell 15 basis points for the week to 
4.27% and the 10-yr note yield fell 32 basis points for the week to 3.56%.

The bulk of the weekly gains came in Friday’s rally. Nine of the 11 S&P 500 sectors closed with a gain led by 
communication services (+3.7%), materials (+3.5%), and financials (+3.3%). Meanwhile, the energy sector closed 
flat and health care fell 0.2%. The mega cap stock had a roller-coaster week fueled by notable news catalysts. Tesla 
disappointed with Q4 deliveries and reportedly cut prices again in China for its Model Y and Model 3 vehicles. 
Apple reportedly told suppliers to build fewer components for several devices in Q1 due to weakening demand 
and Amazon.com announced plans to cut ~18,000 positions.

In the end, the market seemingly has a fight on its hands to begin 2023 and the Fed does, too. The latter is fighting 
inflation and the former is fighting the Fed to stand down soon, fearing that economic conditions are going to 
deteriorate sharply in coming months. The reaction function in the market, then, will be acute around every major 
economic release, because each release will be interpreted in terms of what it means for the path of monetary policy. 
That could translate into  roller-coaster action for a market that knows it typically doesn’t pay to fight the Fed but isn’t 
going to go down without a fight when it fears a policy mistake could be in the making. Source: Briefing.com

Have a good week, stay warm, and hopefully we have more positive weeks in our future! Dave 

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

Market Watch
Week Ending Jan. 1, 2023

(Source: Briefing.com)

• DJIA:                33,630.60      483.40
2023 YTD  1.50%

• NASDAQ:        10,569.20     102.80 
2023 YTD  1.00%

• S&P 500:            3,895.08       55.58  
2023 YTD  1.00%

• Russell 2000:   1,792.80       31.50 
2023 YTD 1.80%

• 10 Year Treasury:                 3.57%

”Turn your wounds 
into wisdom.”

~ Oprah Winfrey

Newsletter continues on the next page.
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Article continues next week.
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Planning Points, Part 1 of 2  SECURE Act 2.0 has been passed by Congress and signed into law. Enjoy! To read this article in 
it’s entirety before next week’s issue, visit https://www.smithmosesandcompany.com/blog  Source: Broadridge Advisor 
Solutions. Copyright 2022. 

Retirement Investors Get Another Boost from Washington
Amid the 1,650-page, $1.7 trillion omnibus spending legislation passed by Congress  last week and expected 
to be signed by President Biden were several provisions affecting work-sponsored retirement plans and, to a 
lesser degree, IRAs. Dubbed the SECURE 2.0 Act of 2022 after the similarly sweeping Setting Every Community 
Up for Retirement Enhancement Act passed in 2019, the legislation is designed to improve the current and 
future state of retiree income in the United States.

“This important legislation will enhance the retirement security of tens of millions of American workers — 
and for many of them, give them the opportunity for the first time to begin saving,” said Brian Graff CEO of 
the American Retirement Association.

What Does the Legislation Do?
The following is a brief summary of some of the most notable initiatives. All provisions take effect in 
2024 unless otherwise noted.

•  Later age for required minimum distributions (RMDs). The 2019 SECURE Act raised the age at 
which retirement savers must begin taking distributions from their traditional IRAs and most work-
based retirement savings plans to 72. SECURE 2.0 raises that age again to 73 beginning in 2023 and 
75 in 2033.

•  Reduction in the RMD excise tax. Current law requires those who fail to take their full RMD by 
the deadline to pay a tax of 50% of the amount not taken. The new law reduces that tax amount 
to 25% in 2023; the tax is further reduced to 10% if account holders take the full required amount 
and report the tax by the  end of the second year after it was due and before the IRS demands 
payment.

•  No RMDs from Roth 401(k) accounts. Bringing Roth 401(k)s and similar employer plans in line 
with Roth IRAs, the legislation eliminates the requirement for savers to take minimum distributions 
from their work-based plan Roth accounts.

•  Higher limits and looser restrictions on qualified charitable distributions from IRAs. The amount 
currently eligible for a qualified charitable distribution from an IRA ($100,000) will be indexed 
for inflation. In addition, beginning in 2023, investors will be able to make a one-time charitable 
distribution of up to $50,000 from an IRA to a charitable remainder annuity trust, charitable 
remainder unitrust, or charitable gift annuity.1

•  Higher catch-up contributions. The IRA catch-up contribution limit will be indexed annually for 
inflation, similar to work-sponsored catch-up contributions. Also, starting in 2025, people age 60 
to 63 will be able to contribute an additional minimum of $10,000 for 401(k) and similar plans (and 
at least $5,000 extra for SIMPLE plans) each year to their work-based retirement plans. Moreover, 
beginning in 2024, all catch-up contributions for those making more than $145,000 will be after-tax 
(Roth contributions).

•  Roth matching contributions. The new law permits employer matches to be made to Roth 
accounts. Currently, employer matches must go into an employee’s pre-tax account. This provision 
takes effect immediately; however, it may take some time for employers to amend their plans to 
include this feature.

•  Automatic enrollment and automatic saving increases. Beginning in 2025, the Act requires most 
new work-sponsored plans to automatically enroll employees with contribution levels between 3% 
and 10% of income, and it automatically increases their savings rates by 1% a year until they reach 
at least 10% (but not more than 15%) of income. Workers will be able to opt out of the programs.

•  Emergency savings accounts. The legislation includes measures that permit employers to 
automatically enroll non-highly compensated workers into emergency savings accounts to set 
aside up to  $2,500 (or a lower amount that an employer stipulates) in a Roth-type account. Savings 
above this limit and any employer matching contributions would go into the traditional retirement 
account.

Recovering from Identity Theft 
is easier with a plan.

Report and Recover from it at
IdentityTheft.gov

You can:
• Get a free personal recovery plan that  
   walks you through each step.

•  Update your plan and track your  
   progress.

•  Get and print prefilled letters 
   and forms.

Download your free copy of 
“Identity Theft - A Recovery Plan”. 

This booklet is the FTC’s  guide 
for victims of identity theft, 

including to-do lists, forms, and 
sample letters at IdentityTheft.com
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