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  Prepared with data through 12/16/2022 

Recent inflation reports, such as the November CPI report released last week, point to a continuation of the decline in the 
rate of inflation.  This is generally seen as a positive for the stock market and an indication that the actions of the Federal 
Open Market Committee (FOMC) to slow the economy appear to be working.  However, the FOMC concluded its last 
meeting for 2022 last week and raised rates by 0.50% as expected but indicated a need to keep rates at higher levels for 
longer than initially expected.  The market sold off on the news as investors become more concerned about a rececession in 
2023.  The depth of the downturn remains uncertain as there is an inherent lag between policy decisions and the impact on 
the economy.   

       

The S&P 500 Index rallied right up to the predominant long-
term downtrend line (T1) and quickly turned down in early 
December.  The intermediate-term uptrend line (T2) was 
broken last week following the FOMC announcement.  This 
was the first drop below this level since October and points to 
elevated levels of risk in the short-term. 

 

Junk bonds, on the other hand, have held up extremely well.  
The BAML High Yield Master II Index broke above its long-
term trend line (T1) at the same time the S&P 500 Index 
headed back down.  This is an encouraging sign for junk 
bonds and other risk assets.  However, it is unlikely the stocks 
and junk bonds continue to diverge in this manner for very 
long.  Either junk bonds will follow stocks lower or stocks will 
rebound and start to trend higher in the not too distant 
future. 

I will be watching these conflicting trends as we head into the end of the year.  We often see the stock market rally into the 
end of the year but it is not a guarantee.  In addition, institutional investors start to place their bets during the first few 
weeks of the new year which can create increased volatility in the stock market.  As always, I remain focused on risk 
management as we close out 2022 and move into 2023.   

 

Given the holiday schedule, there will be no RGB Perspectives published next week.  I will resume publishing the note on 
Tuesday, January 3rd.  Everyone here on the RGB Capital Group team hopes that you have a wonderful holiday and 
prosperous new year.     

RGB Perspectives is provided for general information purposes only.  It does not constitute an offer to sell or a solicitation to buy a security and is not an offer 
to provide any specific investment advice. Securities held in the RGB models are subject to change without notice. Past performance is not a guarantee of 
future performance. It is not possible to invest directly in an index. Individual account results will vary from RGB models due to timing of investment, amount 
of investment and actual securities used.  Advisory fees are deducted within the first month of the quarter for the prior quarter.  Most data and charts are 
provided by www.fasttrack.net or www.stockcharts.com .  RGB Capital Group contact info: (858) 367-5200. Email: info@rgbcapitalgroup.com 
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