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 I’d like to begin this newsletter by sharing a handful of quotes from investors and economists I admire 

which have served me well over the years and through many market cycles. These individuals’ investment 

philosophies have helped me remain grounded, disciplined, and long-term oriented as an investor. My hope is 

that by sharing them with you, it may offer actionable perspectives and insight you are able to benefit from.  

 

“The most important quality for an investor is temperament, not intellect”  

– Warren Buffet (Chairman & CEO, Berkshire Hathaway) 

 

“Time in the market beats timing the market”  

– Ken Fisher (Founder, Fisher Investments) 

 

“The four most dangerous words in investing are: ‘this time it’s different.'”  

— Sir John Templeton (Founder, Franklin Templeton Investments) 

 

“There are two kinds of forecasters: those who don’t know, and those who don’t know they don’t 

know.” 

— John Kenneth Galbraith (Economist, U.S. Ambassador) 

 The past few months have been extremely volatile, both in the investment universe and the broader 

geopolitical landscape. Inflation remains high, interest rates have been increasing, the stock market continues 

to trend lower and Russia’s war in Ukraine continues to escalate.  

 

Any one of these trends could induce a level of anxiety in the strongest of us and to the extent you may 

feel uncertain about your financial future, that is okay. Please do not hesitate to leverage our team as a 

resource throughout this period of volatility and uncertainty – we are here for you and eager to chat.  

 

In recessionary market environments where equities prices trend down, it is more important than ever 

to remain grounded, rational and disciplined in your investment decision making processes. The single most 

important lever we have as investors to enhance portfolio returns is often not investments at all, but rather our 

ability to manage ourselves and avoid common cognitive and behavioral traps. It is not so much about being 

stoic as it is about having the mental wherewithal and patience to remain long-term oriented as investors. 

 

In periods of volatility and uncertainty over the past few decades, I have often been asked by clients 

and my students at NYU for near-term forecasts and predictions on the stock market. To reference the above 

quote from John Kenneth Galbraiths, many of you know I fall firmly in the first bucket of forecasters who know 
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they don’t know. Forecasting near term market performance is a bit like playing darts – sometimes you hit a 

bullseye but often times you miss the target entirely. One common perspective many of the world’s most 

successful investors share is they know in the long run, wealth is built with time and long-term vision, not 

through short-term market forecasts and predications. To the surprise of many clients I have recently started 

working with, recessionary periods are often the times I get most excited as an investor. Clients who 

have worked with me long enough often roll their eyes when the market trends down and they see an incoming 

call from me because they know they are about to pick up an excited call about all the “Macy’s Day sales” in 

the market I want to buy. Rather than try to time the market by making short-term predictions and throwing 

darts at the board with the hopes that one sticks, I have found that investors tend to achieve potentially 

favorable outcomes by making long-term investments in high quality companies, taking advantage of 

opportunistic buying opportunities, and dollar-cost- averaging when the market trends down.  

 

 My goal in beginning this newsletter with a discussion around the mindset of successful investors is to 

provide you with perspectives that can serve as a framework to help you with your financial future. I find we are 

increasingly bombarded with data, statistics and news in this increasingly connected world and it is all too easy 

to suffer from “analysis paralysis,” and lose sight of the core long-term orientation that has served some of the 

world’s most successful investors so well.  

 

Now that we have established a strong investment framework that can serve you well, I’ll pivot our 

discussion to some of the most important updates over the last few months that can help inform our long-term 

investment process. The remainder of the newsletter will touch on inflation, the actions of the Federal Reserve, 

the current state of the U.S. economy and the overall state of the U.S. equities market.  

 

What is the current state of the U.S. economy?  

 

 U.S. Real Gross Domestic Product (“GDP”) decreased at an annual rate of 0.6% in the second quarter 

of 2022, following a 1.6% decline in the first quarter of the year.1 Based on these figures alone, it appears to 

indicate the U.S. economy is in a recessionary period. There has only been one period in the post-WWII time 

frame in which two quarters of negative real GDP growth was not associated with a recession, as defined by 

the National Bureau of Economic Research’s Business Cycle Dating Committee.1 However, the U.S. 

experienced strong job growth and maintained a relatively modest unemployment rate in the first 8 months of 

2022, which is somewhat at odds with the traditional conditions associated with periods of economic decline.  

 

 Nonfarm payroll slightly beat analyst expectations, with the economy adding approximately 315,000 

jobs in August 2022.2 The unemployment rate increased to 3.7% but still remained close to its pre-pandemic 

level of 3.5% (and close to a 50-year low).2 Adjusted pre-tax U.S. corporate profits increased 6.1% year-over-

year from April to June 2022, and pre-tax profits are up roughly 8% versus the prior year.3 One measure 

economists use as a proxy for overall aggregate profit margins is after-tax profits as a percentage of gross 

value added for U.S. non-financial corporations. By that metric, U.S. corporate aggregated profit margins 

increased 1.5% from the prior quarter to 15.5% in the second quarter of 2022, representing the highest 

U.S. corporate profit margins since 1950.4 This implies that U.S. corporations have been largely successful 

 
1 St. Louis Federal Reserve Bank. GDP Growth, Decelerating Inflation in U.S. Economic Outlook. August 31, 2022.   
2 U.S. Bureau of Labor Statistics. “August 2022 Employment Situation Summary.” September 2, 2022.  
3 U.S. Department of Commerce, Bureau of Economic Analysis. “Gross Domestic Product (Second Estimate), Corporate Profits (Preliminary Estimate), 

Second Quarter 2022.” 
4 Pickert, Reade. “US Corporate Profits Soar with Margins at Widest Since 1950.” Bloomberg.com. Bloomberg, August 25, 2022. 
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in passing on rising labor and raw material costs to consumers in the second quarter (which I know we have all 

felt as consumers the last few months).  

 

We continue to experience persistent inflationary pressures. The latest consumer price index (“CPI”) 

report from the U.S. Bureau of Labor Statistics showed an 8.3% increase in August 2022, versus a year prior. 

The largest drivers of the CPI increase were increases in the cost of shelter, food and medical care, which 

were actually offset by a 10.6% decline in the gasoline index.5 

 

We also continue to see the U.S. dollar strengthening compared to other currencies, with the dollar 

hitting parity with the British Pound Sterling and the Euro over the past month or so. A portion of the decline in 

the value of the Pound can be attributed to investors reacting negatively to British Prime Minister Liz Truss’ 

proposal to increase government borrowing to pay for tax cuts, which the International Monetary Fund told 

Truss’ government to “re-evaluate” given its potential impact on inflation.6 A “strong dollar” is positive for U.S. 

domestic companies and consumers because it helps reduce inflation by making foreign goods cheaper, but 

on the flipside, also tends to depress global trade growth since the dollar is the “invoicing” currency of the 

world. There is typically an inverse relationship between commodities prices and the value of the dollar. The 

combination of the U.S. being largely sheltered from commodity scarcity as a large food and energy exporter; 

and the Fed embarking on a contractionary monetary policy has created a “negative feedback loop of diverging 

global interest rates, dollar deleveraging and dollar asset deflation,” according to Jeffrey Currie, Head of 

Commodities Research at Goldman Sachs International.7 

 

What actions has the Federal Reserve undertaken to combat inflation?  

 

At his much-anticipated annual policy speech this quarter at Jackson Hole, Wyoming, Fed Chair 
Jerome Powell made his strongest indication yet that the U.S. Federal Reserve is committed to a series of 
further interest rate hikes “until the job is done” in order to help bring inflation under control.8 Powell cautioned 
that a series of further rate hikes could bring some “pain to households and business,” but that the Fed’s top 
priority is its congressional mandate to lower the inflation U.S. rate back to its 2% target. Economists and 
Equity Research analysts largely agree that the Fed’s top priority appears to be reigning in inflation. Bank of 
America Securities U.S. Chief Economist Michael Gapen stated, "if a near-term recession and a larger 
increase in the unemployment rate than they are projecting are needed to bring inflation down, that is not a 
policy error in their mind."9  

 
Following its September 20th through 21st 2022 meeting, the Federal Reserve’s Open Markets 

Committee approved a 75-basis point (0.75%) rate hike, increasing the Federal Funds Rate target range 
to 3.0 to 3.25 percent.10 Many economists have revised their future rate hike forecasts upwards following the 
Fed’s September hike. Goldman Sachs Chief Economist Jan Hatzius increased his monetary policy forecast to 
a 75-basis point rate hike in November (vs. 50bp previously), 50bps rate hike in December and a 25-
basis point increase in February (vs. none previously), which would imply a terminal Fed Funds rate of 4.5-
4.75%.11 A slew of Federal Reserve Board officials gave speeches this week to defend their latest interest rate 
hike and overall monetary policy strategy. The future path of the Fed funds rate will be primarily determined by 
how quickly U.S. economic growth, hiring and inflation slow. In order for core PCE inflation to decline to its 2% 
target, the key challenge for the Fed will be slowing wage growth (currently 5.5%). The primary driver or wage 
growth this year has been a large imbalance between job openings and number of workers able to fill them. 

 
5 U.S. Bureau of Labor Statistics. Consumer Price Index Summary – August 2022. September 13, 2022.  
6 Parker, George. “IMF Urges UK to 'Re-Evaluate' Tax Cuts in Biting Attack on Fiscal Plan.” Financial Times, September 28, 2022. 
7 Goldman Sachs International. “Commodity Watch: Dollar Dominance” Equity Research Note. September 27, 2022.  
8 Timiraos, Nick. “Fed's Powell Affirms Need to Act Strongly to Fight Inflation.” The Wall Street Journal. Dow Jones & Co., September 13, 2022.  
9 Reuters. “The Fed Will Take Higher Rates Than Previously Expected; More Pain to Come” September 28, 2022.  
10 Board of Governors of the Federal Reserve System. “Federal Reserve Issues FOMC Statement.” FOMC Press Release, September 21, 2022. 
11Goldman Sachs. “Hawkish Dots Point to More Near-Term Tightening.” Equity Research Note. September 21, 2022.  
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The jobs-worker gap has declined a bit, but still remains largely elevated in August. The combination of a more 
balanced labor market and easing supply chain pressures have the potential to ease inflationary pressures 
going into next quarter.  
 

What is the current state of the Stock Market and what investments should I consider in this volatile market 

environment?  

 

 The U.S. equities market has continued its overall downward trend in the third of 2022. As of 

September 28th, 2022, the Dow Jones Industrial Average (“DJIA”) declined 18.57%, the S&P 500 index 

declined 22.58%, and the NASDAQ composite index (which is more technology and growth-focused) declined 

30.78% year-to-date.12  

A large portion of this decline can be attributed to investors reacting to concern that the Fed’s hawkish position 

and rapid succession of interest rate hikes could send the U.S. economy into a further economic slowdown.  

 

 From an investment “style” perspective, we continue to evaluate and conduct due diligence on a 

number of actively-managed large/mid-cap value and dividend-producing investments to help balance out 

growth positions in selected portfolios. Although past performance is no guarantee of future performance, 

value-oriented and income-producing assets have generally held up better than growth-oriented investments in 

previous recessionary periods.  

  

If you have questions about your specific investment portfolio, please contact us and we would be 

happy to have a discussion with you about investments that align with your overall portfolio, risk 

tolerance, investment objectives, and time horizon.  

 

While past performance is no guarantee of future performance, most of you have been richly rewarded for 

“staying the course” in 1987, 1998, 2000-2002, 2008-2009, 2010 and 2020 and opportunistically taking 

advantage of buying opportunities at depressed valuation multiples, and dollar-cost-averaging instead 

of selling out of high quality assets when the market experiences volatility and near-term declines. 

 

My parting comment to you is to follow Warren Buffett’s lead; and approach the existing market environment 

with patience while looking out for potentially opportunistic buying opportunities.  

 

Sincerely Yours, 

 
Steve Wetzel 

 
The views expressed today are my own and do not necessarily represent the views of my broker/dealer, The Investment Center, Inc. The information 

contained is derived from sources believed to be accurate. However, we do not guarantee its accuracy. The information contained is for general use and 

it is not intended to cover all aspects of a particular matter. Neither the information presented nor any opinion expressed constitutes a representation by 

us or a solicitation of the purchase or sale of any securities. The information contained is not appropriate, by itself, to guide investment decisions. 

The information provided is not written or intended as tax or legal advice and may not be relied on for purposes of avoiding any federal tax penalties. 

Entities or persons distributing this information are not authorized to give tax or legal advice. Individuals are encouraged to seek advice from their own 

tax or legal counsel. 

 
12 Standard & Poor Global Data as of 27-Sep-2022. 


