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Welcome to the Q2-2022 issue of 
FranklySpeaking©, celebrating its 30th year. 
The purpose of this newsletter is to keep you 
informed of current issues and global events 
that could impact your finances. Please feel 
free to share your thoughts with us, as we 
welcome your comments.  
 

Most of all, when you are finished, be 
ecologically correct and recycle. Share it with a 
friend. Thank you for your continued support.  

The U.S. economy’s performance in the 
past few months has been better than most 
people expected, or even realized. 
 

While Omicron took infection rates to a 
new high, little trace appeared in economic 
data. Inflation and related problems, such 
as tangled supply chains, may continue to 
challenge business leaders and policymak-
ers, but the U.S. economy is performing 
well by most measures. 
 

The unemployment rate is already back to 
the full employment level. The labor force 
participation rate has started to pick up, as 
some of the folks who left the labor force 
are coming back to work. 
 

Corporate profits are more than satisfacto-
ry. Profits in Q3 2021 were 21% above the 
pre-pandemic level which is substantially 
better than many businesses had expected 
when the pandemic first hit in March 2020. 
 

Strong profits have supported business 
investment. The pandemic shifted invest-
ment away from buildings and toward 
equipment and information products. The 
willingness to invest suggests that busi-
nesses are surprisingly optimistic about the 
future. 
 

The pandemic drove the implementation of 
technology and, consequently, appears to 
have accelerated labor productivity growth.  
 

Previous economic forecasts assumed 

trend productivity was less than 1%, but 
productivity growth has remained surpris-
ingly strong during the recovery from the 
pandemic, about 2% over the four quarters 
to December 2021. 
 

If productivity growth remains high, many 
of the long-term issues facing the U.S. 
economy, such as financing social security, 
will likely become considerably easier to 
solve. 
 

But just as Omicron’s potential to impact 
the economy waned, geopolitical tensions 
increased. 
 

The Russian invasion of Ukraine is not 
likely to derail the U.S. recovery, but it 
will push up inflation in the short run. 
 The U.S. economy is likely to feel the im-
pact of a continuing Ukraine crisis through 
two main channels. 
 

Most importantly, the price of oil is likely 
to remain higher than it would have with-
out the crisis, although, how much higher 
is still an unknown. 
 

Russia produces about 12% of global crude 
oil supplies. Sanctions will limit this oil 
supply, as the United States, and possibly 
some European countries, reduce or end 
purchases of Russian oil. 
 

Oil, however, is a global commodity and 
Russia can still sell oil to non-boycotting 
nations. That would release other oil for 
shipment to boycotting countries without 
affecting the global price of oil. 
 

On the other hand, payments may be more 
difficult, and Russia may need to sell its oil 

at a discount, but the size of the supply 
shock may be more limited than that 12% 
figure suggests. 
 Europe’s heavy dependence on Russian 
natural gas suggests that the EU’s econo-
my will experience slower growth or, in 
the extreme case, a recession. 
 The EU is a major trading partner with the 
United States, accounting for more than 
15% of U.S. exports. 
 Additionally, a decline in demand and a 
dollar appreciation would affect the rela-
tive safety of the United States and make 
goods less competitive. Both would reduce 
the contribution of exports to U.S. GDP 
growth. 
 The combined impact is not large enough 
to generate a recession in the United 
States, but growth could slow down, and 
inflation would pick up, at least in the short 
term.  
 Economic forecasts assume a U.S. $15 per 
barrel rise in the price of oil, which leads 
to an extra half a percentage point rise in 
the consumer price index (CPI) in 2022, 
with most of the rise occurring in the sec-
ond quarter. 
 That’s not huge, but during a period when 
the Fed is struggling to control inflation, it 
presents policymakers with a big problem. 
 Before the invasion, a total of five 25-basis
-point Fed hikes were projected in 2022, 
starting in March.  
 Despite this jump in inflation, the Fed’s 
interest rate trajectory is unlikely to change 
because the Fed knows that the extra infla-
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tion is likely transitory, and the extra infla-
tion will be associated with some additional 
unemployment, which would call for the 
Fed to ease. 
 

The reasons for easing offset the reasons for 
raising rates, leaving policy unchanged from 
the pre-invasion path. 
 There could be an additional small impact 
on exports. 
 

First, growth in Europe is likely to take a hit 
by as much as half a percentage point, even 
if natural gas deliveries from Russia aren’t 
interrupted. 
 Second, any geopolitical crisis pushes in-
vestors to buy safe assets, mainly U.S. dol-
lars. The dollar’s appreciation will make 
U.S. exports less competitive. 
 

Also, keep in mind, COVID-19 hasn’t total-
ly gone away. While the probability of the 
disease becoming both less deadly and en-
demic is rising, new mutations could change 
things quickly.  
 Unfortunately, COVID-19 could once again 
negatively affect the economy. 

MCLEAN, VA, March 31, 2022 (GLOBAL 
NEWSWIRE) - Freddie Mac (OTCQB: 
FMCC) today released the results of its Pri-
mary Mortgage Market Survey® 
(PMMS®), showing that the average 30-
year fixed-rate mortgage averaged 4.67%. 
 

The 30-year fixed-rate mortgage (FRM) 
averaged 4.67% with an average 0.8 point 
for the week ending March 31, 2022, up 
from the previous week when it averaged 
4.42%. A year ago, at this time, the 30-year 
FRM averaged 3.18%. 
 

The 15-year FRM averaged 3.83% with an 
average 0.8 point, up from the previous 
week when it averaged 3.63%. A year ago, 
at this time, the 15-year FRM averaged 
2.45%. 
 

The 5-year Treasury-indexed hybrid adjust-
able-rate mortgage (ARM) averaged 3.50% 
with an average 0.3 point, up from the pre-
vious week when it averaged 3.36%. A year 
ago, the 5-year ARM averaged 2.84%. 
 

As of January 1, 2016, the PMMS no longer 
provides results for the 1-year ARM. 
 

(Average commitment rates should be re-
ported along with average fees and points to 
reflect the total cost of obtaining the mort-
gage.) 
 

The PMMS is focused on conventional, 
conforming, fully amortizing home pur-
chase loans for borrowers who put 20 per-
cent down and have excellent credit. 

Average commitment rates should be re-
ported along with average fees and points to 
reflect the total upfront cost of obtaining the 
mortgage. (Borrowers may still pay closing 
costs which are not included in the survey.) 
 

Sam Khater, Freddie Mac’s Chief Econo-
mist stated that mortgage rates continued 
moving upward in the face of rapidly rising 
inflation, as well as the prospect of strong 
demand for goods and ongoing supply dis-
ruptions. 
 

He added that purchase demand has weak-
ened modestly but has continued to outpace 
expectations. This is largely due to unmet 
demand from first-time homebuyers as well 
as a select few who had been waiting for 
rates to hit a cyclical low. 

A new dimension of risk has entered the 
financial markets with heightened geopoliti-
cal tensions and the unfolding situation in 
Ukraine. 
 

Many investors are understandably asking 
whether a link exists between current events 
and financial markets’ performance. They 
worry that geopolitical developments may 
be significant drivers of asset returns. 
 

However, when previous geopolitical events 
from the past 60 years were examined, it 
was determined that while equity markets 
reacted negatively to the initial news, geo-
political selloffs were typically short-lived 
and returns over the following 12-month 
period were largely in line with long-term 
average returns. 
 A recent Vanguard analysis evaluated the 
market reaction to 22 geopolitical events 
dating back from the 1962 Cuban Missile 
Crisis to the Brexit vote in 2016. 
 

On average, U.S. stocks had a 5% total re-
turn in the six months following an event 
and a 9% total return in the 12 months after 
an event. 
 It is imperative to focus on things that we 
can control despite all the market noise, 
such as having clear, appropriate investment 
goals, following a suitable asset allocation 
to mitigate risk, minimizing investment 
costs, and maintaining a long-term disci-
pline. 

The most likely outcome of the Ukraine 
crisis is that the war will have a negative 
impact on growth this year, with a weak 
first half, followed by a rebound in the sec-
ond half. 

This assumes that hostilities ease by mid-
year, Russian energy supply is maintained, 
oil prices return to around $100 a barrel 
(bbl) and European natural gas prices return 
to around €100 per megawatt hour. 
 

The risk, however, is that energy prices re-
main high for longer, particularly if the 
West imposes greater sanctions on Russian 
energy exports. 
 

This would make the growth impact larger 
and prospects for offsetting monetary and 
fiscal stimulus are limited. 
 

At best, the downside growth risks will 
make central banks more cautious and limit 
the extent of rate rises. 
 
Central banks will be concerned about the 
impact of energy and commodity prices on 
inflation and will want to ensure that longer 
term inflation expectations are anchored. 
 

Europe may undertake some additional fis-
cal stimulus, but this will be modest. The 
global economy was on track for strongly 
above-trend growth in 2022. 
 

Prior to the invasion, the consensus view 
was that the U.S. would grow by around 
3.5% this year, Europe 4.0%, and the UK 
4.5%.  
 

The impact of a $50/bbl oil price increase 
would reduce U.S. GDP (gross domestic 
product) by 0.5% and eurozone GDP by 
2.0%.  
 This would drop the 2022 GDP growth to 
3.0% for the U.S., 2.5% for Europe and 
3.5% for the UK.  
 

This forecast still represents above-trend 
growth, and assumes a growth rebound in 
the second half of the year as energy prices 
decline. 

Local Social Security offices are scheduled 
to reopen on Thursday, April 7th and restore 
in-person services, including people who do 
not have appointments. 
 The reopening marks a major milestone for 
the government agency, which mostly shut-
tered in-person services after the onset of 
the Covid-19 pandemic two years ago. 
 Even as offices reopen, it is recommended 
that you reach out online or by phone to 
avoid delays or longer wait times. 
 

The Social Security Administration empha-
sizes that people who are seeking help or 
more information should first try the agen-
cy’s website before calling or making an in-
person office visit. 
 

Beneficiary services are available online 
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at www.socialsecurity.gov. By also creating 
a My Social Security account, you can ac-
cess personalized services that enable you 
to request a replacement Social Security 
card or SSA-1099 tax form, start or change 
direct deposits or print or download a bene-
fit verification letter. 
 

Offices tend to be busiest first thing in the 
morning, early in the week and early in the 
month. 
 

If you visit a Social Security office, you 
will be expected to comply with masking 
and physical distancing requirements and 
the agency also asks that visitors monitor 
their health for Covid-19 symptoms. 

American actor Lee Marvin once said, “As 
soon as people see my face on a movie 
screen, they knew two things: First, I'm not 
going to get the girl, and second, I'll get a 
cheap funeral before the picture is over.” 
 

Most people don’t spend too much time 
thinking about their own funeral, and yet 
many of us have a vision about our memo-
rial service or the handling of our remains. 
A letter of instruction can help you accom-
plish that goal. 
 

A letter of instruction is not a legal docu-
ment; it’s a letter written by you that pro-
vides additional and more personal infor-
mation regarding your estate. It can be ad-
dressed to whomever you choose, but typi-
cally, a letter of instruction is directed to 
the executor, family members, or benefi-
ciaries. 
 

Think of a letter of instruction as a cheat 
sheet to your estate. Here are a few ideas 
and concepts that may be included: 
 The location of important legal documents, 
such as your will, insurance policies, titles 
to automobiles, deeds to property, etc. 
 A list of financial assets, including savings 
and checking accounts, stocks, bonds, and 
retirement accounts. Be sure to include ac-
count numbers, PINs, and passwords where 
applicable. 
 A list of pensions or profit-sharing plans, 
including the location of their explanatory 
booklets. 
 

The location of your latest tax return and 
Social Security statements. 
 

The location of any safe deposit boxes and 
their keys. 
 

A letter of instruction is also a good place 
to identify your funeral wishes, be it burial 
or cremation wishes. 

You should consider giving the location of 
your cemetery plot deed if you have one. 
 

You may even wish to specify which 
hymns or speakers you would like included 
in your memorial service. 
 

Although a letter of instruction is not legal-
ly binding, your heirs will probably be glad 
to know how you would like to be remem-
bered. It also may be helpful to leave a list 
of contact information for people who 
should be notified in the event of your 
death. 
 

There is no best way to write a letter of 
instruction. It can be written in your style 
and reflect your personality, or it can be 
written to simply convey information. You 
should decide what type of letter best fits 
your estate strategy. 
 

The information in this material is not in-
tended as tax or legal advice. The opinions 
expressed and material provided are for 
general information on a topic of interest. 
Source:2022 FMG Suite. 

 The IRS announced a surprise twist that if 
an individual retirement account holder dies 
after their required beginning date, (RBD), 
required minimum distributions, (RMD), 
would be required to be taken for years one 
through nine. 
 The original rule interpretation only re-
quired the balance to be taken at the end of 
the 10th year. 
 

The IRS released its SECURE Act pro-
posed regulations for required minimum 
distributions, which include some big 
changes to the way most of us thought 
these payout rules would work. 
 

This isn’t like tax law, where proposed leg-
islation doesn’t become a law until it’s 
signed into law by the president.  
 

The SECURE Act was effective law as of 
Jan. 1, 2020. Now, two years later, the IRS 
has issued these proposed regulations on 
how the RMD rules will work. 
 

The big surprise was the IRS’ interpretation 
of how the 10-year rule applies for certain 
individual retirement account and work-
place plan beneficiaries. 
 

The IRS states that when death occurs on or 
after the account holder’s required RBD, 
under the 10-year rule, RMDs would be 
required for years one through nine. Then 
in year 10, the entire remaining balance in 
the inherited IRA would have to be with-
drawn by the beneficiary. 

The SECURE Act eliminated the stretch 
IRA for most non-spouse designated bene-
ficiaries and replaced that with a 10-year 
rule under which all the inherited retirement 
funds must be withdrawn by the end of the 
10th year after death. 
 The law created exceptions for certain ben-
eficiaries Congress entitled as eligible des-
ignated beneficiaries (EDB’s), who could 
continue to use the stretch IRA the same as 
before the SECURE Act. 
 

EDBs are surviving spouses, minor chil-
dren of the deceased IRA owner up to age 
21, disabled and chronically ill beneficiar-
ies, and beneficiaries who aren’t more than 
10 years younger than the deceased IRA 
owner. 
 

Most other non-spouse beneficiaries would 
be subject to the 10-year rule. 
 But under these new rules, both the RBD 
and the rule known as the at least as rapid-
ly, or ALAR, rule become more important. 
 

The RBD is generally April 1 of the year 
following the year the IRA owner (or plan 
participant) turns age 72.  
 Some plan participants can delay their com-
pany plan RBD if they’re still working. 
Under these IRS rules, the RBD takes on 
new significance since RMDs would be 
required for years one through nine if the 
IRA owner dies on or after the RBD, but 
not if death occurred before the RBD. 
 The ALAR rule was always in the tax code 
for RMDs but lost its significance once the 
10-year rule was created. Most believed 
that under the 10-year rule, no RMDs 
would be required in years one through 
nine, and that the only RMD would be the 
balance in the inherited IRA at the end of 
the 10-year term. 
 

In this case, the IRS says no, the ALAR 
rule still applies, and RMDs will be re-
quired for years one through nine after 
death. 
 While the ALAR rule doesn’t require the 
beneficiary to take the same amount as the 
IRA owner, it does require that the benefi-
ciary continue RMDs.  
 Under this rule, once lifetime RMDs begin, 
they must continue for beneficiaries based 
on their life expectancy, if they are a desig-
nated beneficiary. 
 Since Roth IRAs aren’t subject to lifetime 
RMDs, every Roth IRA owner is deemed to 
have died before his or her RBD, regardless 
of their age at death. 
 Additionally, all Roth beneficiaries are 
deemed to have died before their RBD so a 
designated Roth IRA beneficiary can allow 
the inherited Roth funds to continue to ac-
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cumulate income tax-free for the full 10-
year term.  
5 
 The full balance of the inherited Roth must 
still be withdrawn by the end of the 
10th year after death.  

One of the common threads of a mobile 
workforce is that many individuals who 
leave their job are faced with a decision 
about what to do with their 401(k) account. 
 You have four choices with the 401(k) ac-
count they accrued at a previous employer. 
 Choice 1: You may choose to do nothing 
and leave your account in your previous 
employer’s 401(k) plan. However, if your 
account balance is under a certain amount, 
your ex-employer may elect to distribute 
the funds to you. 
 Your previous employer plan may offer 
investments that are low cost or have lim-
ited availability outside of the plan.  
 The primary downside is that individuals 
can become disconnected from the old ac-
count and pay less attention to the ongoing 
management of its investments. 
 Choice 2: You may want to consider mov-
ing these assets to your new plan if your 
current employer’s 401(k) accepts the 
transfer of assets from a pre-existing 401(k) 
allowing you to consolidate your assets, 
retaining their strong creditor protections, 
and keeping them accessible via the plan’s 
loan feature. 
 If the new plan has a competitive invest-
ment menu, many individuals prefer to 
transfer their account and make a full break 
with their former employer. 
 Choice 3: Another choice is to roll assets 

over into a new or existing traditional IRA. 
It’s possible that a traditional IRA may pro-
vide some investment choices that may not 
exist in your new 401(k) plan. 
 The drawback to this approach may be less 
creditor protection and the loss of access to 
these funds via a 401(k) loan feature. 
 

In most circumstances, once you reach age 
72, you must begin taking required mini-
mum distributions from a traditional IRA 
account where withdrawals are taxed as 
ordinary income and, if taken before age 
59½, may be subject to a 10% federal in-
come tax penalty. You may continue to 
contribute to a Traditional IRA past age 
70½ as long as you meet the earned-income 
requirement. 
 

Choice 4: The last choice is to simply cash 
out of the account. However, if you choose 
to cash out, you may be required to pay 
ordinary income tax on the balance plus a 
10% early withdrawal penalty if you are 
under the age of 59 ½ years. 
 

In addition, employers may hold onto 20% 
of your account balance to prepay the taxes 
you’ll owe. 
 

Think carefully before deciding to cash out 
a retirement plan. 
 

Aside from the costs of the early withdraw-
al penalty, there’s an additional opportunity 
cost in taking money out of an account that 
could potentially grow tax-deferred.  

 

A young man named Adam heard a rumor 
that his father, grandfather, and great-
grandfather had all walked on water on 
their 21st birthdays, so, on his 21st birth-
day, he and his good friend Billy headed 

out to the lake. Adam insisted that if they 
did it, he could too! 
 

When Adam and Billy got to the lake, they 
rented a boat and began paddling out to the 
middle of the water. 
  

Once they got there, Adam took off his 
shoes and stepped off the side of the boat, 
went straight to the bottom and nearly 
drowned. 
 

Embarrassed and ashamed, he and Billy 
rowed back home. 
 

When Adam arrived back at the family 
farm, he told his grandmother what hap-
pened and asked her why he couldn’t walk 
on water like his father and his grandfather, 
and his great-grandfather before him? 
 

The wise old grandmother took Adam by 
the hands, sat him down and looked into his 
eyes, and explained, "That's because your 
father, grandfather, and great-grandfather 
were born in January. You were born in 
July, dear.” 
 
All rights reserved, Personal Financial 
Profiles, Inc. (“PFP”). 
 
FranklySpeaking© is a publication of and 
is distributed by PFP, an SEC Registered 
Investment Advisor. Securities offered 
through APW Capital, Inc., member 
FINRA/SIPC.  
 
Our registration as an Investment Adviser 
does not imply any level of skill or train-
ing. 
 
The information contained in this newslet-
ter was obtained from sources that PFP 
believes to be reliable, but we do not guar-
antee its accuracy. 
 
This is not an offer to sell, nor a solicita-
tion of any offer to purchase any securi-
ties. 
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