
Hi {Firstname},

MWM Quarterly: Q3 2022

**Texting!

Quick Housekeeping Note: One of the most public regulatory
enforcements happening in the financial community is texting with
clients. I cannot text with clients. LPL does offer a service that
monitors texting, but I do not want to enroll in this program. As such,
please e-mail or call if you need to reach either myself or anyone in
our office. If you text us, you will not receive a response. Thank you
for understanding. Now, onto the markets!

Greg's Glimpse:

A Quarter That Lives Up (or Down) to Expectations

Expectations are rarely met or exceeded in life. The stock market certainly
delivered the low lights and met the poor expectations this quarter. I have
talked and written about this being the worst quarter in the four-year
presidential election cycle for the stock market. The worst month is
September, the worst week is the fourth week. It all lined up perfectly.

Let’s not forget the history of stock markets and elections. We are in the
midterm election cycle, the worst year for stock market returns, and the
most volatile. According to Capital Group, from June through December,
midterm election years have a significantly higher amount of stock market
volatility than the same months of non-midterm election years.

If history tells us that volatility and returns are lower before and during
mid-term elections, what about after the election? The average one-year
return of the S&P 500 after a midterm election year is 15.1% vs 7.1% all
other years, again, according to Capital Group. In fact, since 1950, the
S&P 500 has not had a down 12-month period following the mid-term
election, with the lowest return being 1986-1987 at 1.1%, and the highest
being 33.2% from 1954-1955.

While not having a full grasp of history, we do have an environment of
high inflation and a Federal Reserve that is raising interest rates, and
withdrawing liquidity from the financial system (Q.T.: Quantitative
Tightening). There is one period that does give us hope that you can have
good returns; the FED was embarking on an interest rate hiking cycle in
1994-1995, and the S&P 500 was up 27.1% following the midterm
elections of 1994.

I have shared some of this information with many of you, and I have noted
that a positive return of 11.7% (following the 2018 midterm elections) will
give little solace if the S&P 500 is down nearly 20% the prior twelve
months. That being said, it does remind us that periods of great volatility
do end and markets begin to rebuild.

After the most recent .75% increase by the FED of the FED Funds Rate,
the rate is now over 3% from 0% to start the year. Wow, that is a move. If
inflation has peaked, and begins to abate a bit more, we should be over
the hump with regard to rate increases. However, the impacts are going to
be lagging, meaning, the real pain in the economy is probably yet to
come.

However, don’t mistake that with stock market returns. The stock market is
a leading economic indicator. If one believed that we are heading for a
recession in the next 3-6 months, the market would be pricing that in now.
In six months if we were in that predicted recession, the market would
already be looking beyond the recession to recovery.

This can all be a bit dizzying. Bottomline, markets are struggling. Both the
bond market and stock market are showing real losses, which doesn’t
often happen. Pundits throw out, “worst bond market in 40 years.” That’s
on top of an ugly stock market. This can all lead to a half glass full view of
the world. You cannot forget how this all looks with a five-year, ten-
year, and fifteen year view. That view of the markets is overwhelmingly
positive. 0verwhelmingly. According to Morningstar, the 15 year return of
the Vanguard S&P 500 Index (VFIAX) through 9/19/2022 is a positive
8.61% annualized rate of return. This goes back to September 2007. That
is the start of the Financial Crisis. That is incredibly powerful and I will
continue to share that number to drive home my point that being invested,
even during these difficult times, pays off in the end, and leads to
meaningful returns in due time.

But, and this is a capital “B” but…this is not fun.

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

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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