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MARKET UPDATE Q&A

Q: Why the recent market sell off?

A: Following continued higher-than-expected inflation readings coupled
with an extremely aggressively federal reserve, investors are further
pricing in increased odds of a recession for the US economy sometime
next year (i.e. “hard landing”). We believe there is about a 50-50 chance
of a recession in 2023. Frustration is growing that the Fed is creating a
policy mistake by keeping its foot on the pedal with rate hikes to combat
stubbornly high inflation. Many believe the rate hikes aren’t working and
that the Fed should start to ease up on its rate hikes to prevent a self-
induced recession.

Q: What levels are you looking at for the S&P 500 and interest rates
currently?

A: Investors will be closely watching the S&P 500 this week for any close
below the June low of 3,666. It closed Friday at 3,693 after trading briefly
below that level during the day. The benchmark’s intraday low for the year
is 3,637. The index is currently down -23% YTD and from its record high.

From here, 3,200 is a level a lot of market technicians are looking at for a
potential level to travel to next, which is about another -10% lower from
here.

The 2-year Treasury note surged above 4.28%, which represents a
new 15-year high as the 10-year Treasury yield makes an 11-year high of
3.77%.

Q: How should I be thinking about MY portfolio?

A: Remember much of the heavy lifting in this market drop has hopefully
already occurred if we’re talking about a market down already -24% and
we’re talking about the potential for a total drop in the realm of -35%.
Furthermore, market timing is incredibly hard to do as we have spoken
about throughout the year. The biggest up days in the markets are
clustered around the biggest down days so moving to cash can vastly
hurt the compounding of returns once the rebound finally occurs. Markets
have always rebounded eventually after painful down years like this.

TAKE A HIKE

Unless you live on another planet, you are fully aware of this thing called
inflation — whether you’re at the grocery store, a gas station, buying
clothes online, hiring a contractor or doing almost any other thing that
requires spending money for something. Earlier this year, the Federal
Reserve started raising interest rates to rein in inflation, which reached
another 40-year high in June.

By raising rates, the Fed hopes to slow the economy and
inflation. That’s because as borrowing becomes more expensive,
consumers tend to reduce spending. The drop in demand for goods
eventually leads to lower prices.

The Fed doesn’t set interest rates on credit cards, mortgages, auto loans,
and savings accounts, but its actions influence those rates.

 -----------------------------

HERE ARE 4 WAYS INTEREST RATE HIKES CAN AFFECT
YOUR FINANCES AND HOW TO DEAL WITH THE

IMPACT:

1. Credit Cards 
Most cards charge a variable rate that’s tied to the bank’s prime rate —
the rate banks charge their best customers (many consumers pay an
additional rate on top of prime, based on their credit profile.) Banks
typically raise their prime rate quickly after the Fed boosts its key rate. 

*HIKING TIP: It may take a couple of statements before you notice the
impact of a rate increase. Start paying down any balance before rates get
much higher, focusing on the card with the highest rate first.

2. Mortgages 
If you have a fixed-rate mortgage, your monthly payments will stay the
same. If you refinanced over the last few years and locked in a rate in the
2% to 3% range, that was good timing. However, if you have an
adjustable-rate mortgage (ARM), you may be faced with having to make
larger payments, depending on the terms of your loan. 

*HIKING TIP: If you have an ARM, budget for higher payments. Or, if you
anticipate buying a home within the next year or two, take steps to improve
your credit score so you can secure a lower interest rate.

3. Home Equity Line of Credit 
This allows you to borrow against the equity in your home as needed,
usually at a variable interest rate. Borrowers typically pay only interest on
the amount borrowed for the first 10 years, and thereafter must repay
interest and the principal over the next, say, 15 or 20 years. Your Home
Equity Line of Credit (HELOC) rate can adjust monthly or quarterly. So, if
you have an outstanding balance, your payments will likely go up when the
Fed implements a rate hike.

*HIKING TIP: If you have a HELOC, budget for higher payments. You can
also pay down your HELOC balance to reduce the interest you pay, or talk
to your lender about options, such as refinancing.

4. Auto Loans 
It’s already more expensive to buy a new or used car, as their prices have
increased dramatically over the last two years. This is due to a number of
reasons that have resulted in supply not keeping up with demand.
Unfortunately, if you’re planning on financing the purchase of a vehicle
soon, you’ll need to add in the higher cost of borrowing.

*HIKING TIP: Make a down payment of at least 20% of the purchase of a
new car, and no less than 10% for a used car. A sizable down payment
will lower your monthly payments and could help secure a lower interest
rate.

WHAT WE ARE WATCHING

The following economic data is slated to be released during the week
ahead:

Monday: ---

Tuesday: Durable goods orders (Aug.), S&P Case Shiller U.S. home
price index (July), Consumer confidence index (Aug.), New home sales
(Aug.)

Wednesday: Pending home sales (Aug.)

Thursday: Real gross domestic product revision (Q2)

Friday: PCE price index (Aug.)

MARKET SUPPORT

The key level of resistance to watch for the S&P 500 is at around 3,630.

Recall these are key technical levels we look for the market to either hold
or push through when look at the potential for future moves. Common
support levels can be the 50- and 200-day moving averages as well as
other technical levels such as previous market highs or lows.

SOCIAL SECURITY QUESTIONS? WE
GOT YOU COVERED!

The "7 Keys to Social Security" seminar is coming up!
Here are the details:

Date: Wednesday, November 9th 

Time: 5-6pm MT

Location: Zoom

Special Host: Joe Hagg, Retirement Consultant - Allianz Life Financial
Services

We will discuss these seven topics:

1. General Social Security benefit basics

2. We’ll cover income benefits

3. When to start benefits

4. Working in retirement

5. Tax implications

6. Spousal and survivor benefits

7. And finally, we will wrap it up with Medicare basics.

REGISTER IN ADVANCE HERE!

NEW VIDEOS!

Watch on the JFG YouTube Channel

A LOOK AHEAD..

October is Cybersecurity Month - We will be sharing tips and tricks to
help you stay protected! Stay tuned!
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