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Dave’s Weekly Commentary
Hello everyone, and thank you for the kind comments on Michael’s name now being 
part of our company for the reasons I spoke to in last week’s newsletter.

What about last week’s weather! I went to get a haircut on Thursday and the shop had 
all the doors open. I wish the financial markets would have taken the direction of Ohio 
through the south in warming up last week, but that was not the case. While we are 
still positive for the year, last week was not a very good week for the financial markets. 
It is that pesky thing called inflation.

First, the relatively good news: core-CPI, which excludes food and energy, moderated 
to 5.6% year-over-year in January from 5.7% in December. That was the smallest 12-month increase since 
December 2021 and down from the peak rate of 6.6% seen in September 2022. Second, the relatively 
bad news: the core-PCE Price Index, which excludes food and energy and is the Fed’s preferred inflation 
gauge, increased to 4.7% year-over-year in January from 4.6% in December. Third, the bad news: services 
inflation, seen in the CPI report, is still rising, up 7.6% year-over-year and sitting at its highest level since 
August 1982.

That’s a problem and the Fed knows it because services inflation can be sticky. It is a principal reason why 
the Fed is keen on seeing wage growth moderate more since higher wages often drive higher prices 
as companies aim to protect profit margins. That worry is also a principal reason why the Fed has been 
sticking it to the market with rate hikes.

As noted in previous newsletters, the stock market is anxious to see the Fed pause its rate hikes. The Fed, 
however, isn’t making any promises. The only implied promise now from the Fed is that it will raise rates 
again at its March FOMC meeting. There also seems to be an implied promise from the Fed that it won’t 
be cutting rates anytime soon. The chart below is the Fed’s sticking point on that front.

The inflation rates for total services, services less rent of shelter, and services less energy services are all 
north of 7.0%. The Fed’s overall inflation target is 2.0%, so when inflation in the services sector, which 
comprises the largest swath of the U.S. economy, is north of 7.0%, it is little wonder that the Fed isn’t 
communicating an inclination to cut rates anytime soon. The Treasury market was a lot quicker than the 
stock market to process that position following the much stronger-than-expected January employment 
report, which was followed by a stronger than expected ISM Services PMI, and January CPI, PPI, and PCE 
Price Index data that exuded signs of stickiness on the inflation front. The 2-yr note yield, was at 4.80% on 
Friday.

As if this writing the S&P 500 is down 3.0% in February, recognizing that it may have gotten ahead of itself 
with a January rally that was predicated on the Fed pausing its rate hikes soon and then cutting rates 
once, if not twice, before the end of the year.  One Fed official after another has conceded that inflation is 
still too high, that more work needs to be done to get it back down to the 2.0% target, and that the Fed is 
committed to doing that.

The sticking point in this desire is that, when the core-PCE Price Index was stuck between being up 1.0-
2.0% year-over-year, there was also globalization, more immigration, and more workers in the workforce. 
Now, there is a trend of de-globalization, tighter restrictions on immigration, and fewer workers in the 
workforce given retiring baby boomers, COVID complications, and the opioid crisis. Hence, there is a huge 
number of job openings and a seeming scarcity of workers to fill those jobs, which threatens to keep 
wage growth sticking at higher levels for longer as employers compete to fill those openings, which add 
to the inflation dilemma.

Right now, consumers and businesses are stuck with inflation. Granted overall inflation pressures aren’t 
as pronounced as they were last year, but services inflation is and then some. That’s a sticking point on 
the road to the Fed’s 2.0% target, which is a road we expect the Fed to drive in a committed manner 
knowing it allowed inflation to go off road by waiting too long to remove its policy accommodation. The 
Fed doesn’t want to make another mistake, which in its mind means doing too little right now rather than 
doing too much. Unfortunately, this approach is going more than likely create some bumps for the stock 
market and bond market alike. There could be more bumps ahead, though, because the Fed is not done 
sticking it to the market with rate hikes. Source: Briefing.com

Have a good week and enjoy the weather. Dave 

Weekly Market Update
by David A. Smith, CFP®, MSFS, AIF® and Michael Cozad, CFP®, MSFS

“We don’t inherit the earth 
from our ancestors, 

we borrow it from our children.” 

~ Native American proverb
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(Source: Briefing.com)

• DJIA:                33,816.90  -1009.68
2023 YTD  -1.00%

• NASDAQ:        11,394.40    -392.26
2023 YTD 8.90%

• S&P 500:            3,970.04    -109.05  
2023 YTD  3.40%

• Russell 2000:   1,890.49    -136.87 
2023 YTD 7.30%

• 10 Year Treasury:                  3.95%
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Mailing Dates for 1099s
Form 1099 will be mailed for accounts 
holding mutual funds, certain unit in-
vestment trusts (UITs), real estate invest-
ment trusts (REITs) and certain equities, 
because the issuer provided their final 
tax information after the January 31 mail-
ing is prepared.¹

Pending 1099 Notices will be mailed for 
accounts where we are awaiting data 
from issuers or in cases where we have 
not completed processing and review of 
all information. The notice will list invest-
ments that are awaiting information 
from issuers or trustees or final review 
and will indicate the possible mail date 
of an investor’s 1099. This notice, which 
will be available in e-Document Suite, 
will be mailed when issuers of reportable 
income cannot provide final tax informa-
tion before the February 15 mailing is 
prepared. This letter will identify the in-
come impacting the mail date. If clients 
received their Form 1099, they will not 
be sent this notice.

Revision mailing for Form 1099s sent in 
Phase One, as required.

February 28, 2023²    Form 1099 mailing 
will occur for accounts for which we can 
now include information that was previ-
ously pending income re-classifications 
from issuers of mutual funds, REITs, and 
certain equities, because the issuer or 
trustee has provided Pershing with final 
tax information.

Generally, this includes remaining mu-
tual funds, REITs, and certain equities.

Revision mailing for Form 1099s sent in 
phases one and two, as required.

March 15, 2023²    Form 1099 mailing 
will occur for all remaining accounts, 
regardless of whether pending income 
reclassifications for the account’s income 
have been received from issuers.

Generally, this includes accounts holding 
comp lex securities, such as real estate 
mortgage investment conduits (REMICs), 
widely held fixed investment trusts 
(WHFITs) and some UITs.

Revision mailing for Form 1099s sent in 
all previous phases, as required.

¹Holding only these types of securities does not 
guarantee that your clients’ tax statements will be 
mailed on the indicated date.

²Pershing’s 30-day extension to the mailing 
requirement will accommodate these phases 
of the mailing. If any date falls on a Saturday, 
Sunday or legal holiday, the return is considered 
timely if filed or furnished on the next available 
business day.

Planning Points, Part 2 of 2   To read this article in it’s entirety, go to https://www.smithmosesandcompany.com/blog
Source: Broadridge Advisor Solutions. Copyright 2023. 

Five Ways SECURE 2.0 Changes the Required Minimum Distribution Rules 
4. Additional Option for Spouse Beneficiaries of Employer Plans
The SECURE 2.0 legislation provides that, beginning in 2024, when a participant has designated his or her 
spouse as the sole beneficiary of an employer plan, a special option is available if the participant dies before 
required minimum distributions have commenced.

This provision will permit a surviving spouse to elect to be treated as the employee, similar to the already 
existing provision that allows a surviving spouse who is the sole designated beneficiary of an inherited IRA 
to elect to be treated as the IRA owner. This will generally allow a surviving spouse the option to delay the 
start of required minimum distributions until the deceased employee would have reached the appropriate 
RMD age, or until the surviving spouse reaches the appropriate RMD age, whichever is more beneficial. 
This will also generally allow the surviving spouse to utilize a more favorable RMD life expectancy table to 
calculate distribution amounts.

5. New Flexibility Regarding Annuity Options
Starting in 2023, the SECURE 2.0 legislation makes specific changes to the required minimum distribution 
rules that allow for some additional flexibility for annuities held within qualified employer retirement plans 
and IRAs. Allowable options may include:

    • Annuity payments that increase by a constant percentage, provided certain requirements are met
    • Lump-sum payment options that shorten the annuity payment period
    • Acceleration of annuity payments payable over the ensuing 12 months
    • Payments in the nature of dividends

A final payment upon death that does not exceed premiums paid less total distributions made
These are just a few of the many provisions in the SECURE 2.0 legislation. The rules regarding required 
minimum distributions are complicated. While the changes described here provide significant benefit to 
individuals, the rules remain difficult to navigate, and you should consult a tax professional to discuss your 
individual situation.

It is important to understand that purchasing an annuity in an IRA or an employer-sponsored retirement 
plan provides no additional tax benefits beyond those available through the tax-deferred retirement plan. 
Qualified annuities are typically purchased with pre-tax money, so withdrawals are fully taxable as ordinary 
income, and withdrawals prior to age 59½ may be subject to a 10% federal tax penalty.

1 A technical correction is needed to clarify the transition from age 73 to age 75 for purposes of the required minimum distribution rule. As currently 
written, it is unclear what the correct starting age is for an individual born in 1959 who reaches age 73 in the year 2032.

 


