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Happy New Year

Happy New Year! From an investment perspective, a year to forget!!! But
that is why we have January 1, to start fresh!

Let’s talk silver linings. As I have previously noted, the S&P 500 since
1950 has not had a negative 12-month return following the midterm

election cycle. As I write this, since September 30th, the S&P 500 is up
over 11%. A nice recovery. For the year it is still down 15%, so a long way
to go, but some tail winds are starting to form.

What is to come for next year? That is the number one question you all
ask me; the Alabama Football, the New York Yankees, the Argentina
National Soccer Team question of all questions! 

First, this cycle of the market has been kicked off by inflation and the
Federal Reserve’s (the Fed) aggressive interest rate increases and
reductions of liquidity in the financial system, a welcome change of stance
by me. I know it causes some pain, but we needed to get the system
better balanced with less monetary/government support. This will be
healthy in the long run.

Signs of moderating inflation are all around us. From gas prices, to the
cost of goods coming down. This has allowed the Fed to moderate its
increases of the Fed Funds Rate, and it is not a leap to say the heavy
lifting is now behind us, with regard to rate increases. They do believe
they will hit 5%, and stay higher for longer to ensure they knock out
inflation. There is a likely chance this leads to a recession in 2023. There
is reason to believe, given the relative strength of corporate balance
sheets and the banking system, not to mention the strength of American
household balance sheets, and the low level of unemployment, that this will
not come close to resembling the chaos of 2008-2009. In addition, stocks,
most notably well-known growth stocks (Amazon, Google, Microsoft,
TESLA, to name a few), are down substantially this year, more than the
broader market. That means the stock market is already pricing in a
slowdown.

It is also important to note, the stock market is a leading economic
indicator. When we are feeling the full effects of an economic downturn,
recession or not, the market is looking six to nine months ahead. It will
already be pricing in a recovery.

Also, I don’t need to remind all of you, the bond market has had a
disastrous year, historically speaking. The US Aggregate Bond Index is
down over 10% this year. This is where we could actually see a real
levelling off and recovery. As I noted, the Fed should be done with the bulk
of interest rate hikes, so bonds should begin to recover, and, remember,
as long as corporations don’t default, bonds mature with interest. Much
more certain than a stock recovering to a certain historical level.

It is hard to envision 2023 starting much different than 2022 is ending.
However, starting and ending are very different. If the Fed ends its rate
increase cycle, the economy adjusts and begins to recover, 2023 could
be a very different year end for stocks than 2022.

I can assure you, that regardless, we will be here working hard for all of
you, ready to answer your questions, address your concerns, and provide
you the advice and knowledge you have come to us for during the many
years of our relationships.

With that, thank you. Thank you for your trust and your loyalty. Thank you
for working with us over, for many of you, the entire span of our business
thus far. We have been through a handful of tough markets and
economies, and always come out stronger on the other side. I believe that
will be the case again, and I look forward to many more years of working
together.

Happy New Year!

*****************************************************************************

Content in this material is for general information only and not intended to
provide specific advice or recommendations for any individual. All
performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and may not be invested into directly.

All investing involves risk including loss of principal. No strategy assures
success or protects against loss. There is no guarantee that a diversified
portfolio will enhance overall returns or outperform a non-diversified
portfolio. Diversification does not protect against market risk.

The economic forecasts set forth in this material may not develop as
predicted and there can be no guarantee that strategies promoted will be
successful. 
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