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Quote of the Day: 
" Behind the steering wheel has always been my favorite seat and 
driving the highways of America has always been my ideal office.”   

                                                                 - Matthew McConaughey  
   
Bear Markets, Rate Hikes, Inflation…and what we’re doing about it 
We’ve had a number of clients ask us about the news they’re watching and how bad the 
financial markets seem to be doing this year but also noticing that their own portfolios 
seem to be holding up well.  With the major indexes down anywhere between 15-30% this 
has been one of the most difficult years for stock investors in a long time, especially if 
you’re following along with passive indexes or heavily weighted in the technology sector.  
Even bonds are posting double digit losses.  However, we’re extremely pleased that most 
of our models are down 2-5% year to date and I credit the diversification, inflation 
hedging and commodity exposure.  Of course, things can change quickly, and our current 
outperformance can also be attributed to being cautious, which meant not doing as well as 
our benchmarks these last couple years.  For investors who stay disciplined, the markets 
have a tendency to eventually make you look smarter or stupider than you did a few years 
ago and it’s nice to be looking smarter these days.  I thought it might be helpful to do a sort 
of Q&A format in this newsletter. 
 
Why are the financial markets in such turmoil? 
It’s always a combination of factors that make market indexes (or really any particular 
asset or stock) go up or down, but the biggest factors right now are anticipated interest 
rate hikes the Federal Reserve has committed to, albeit a bit late, trying to calm inflation.  
Our government has created too much money for decades and then poured gasoline on 
the fire with too much stimulus money and now they are trying to reverse things.   
 
This, combined with COVID supply chain problems and potentially artificial consumer 
demand, exacerbated by higher energy prices due to Russia’s invasion of Ukraine and a 
much more difficult regulatory environment, has let to the worst inflation in over 40 
years.  Investors are finally re-examining their risk profiles and deciding to sell assets that 
were likely overpriced anyway.  Many economists are anticipating much slower growth in 
the economy and a potential recession later this year or in 2023. 
 
 



How concerned should I be about inflation? 
Inflation is initially something economists talk about, try to define, warn people about and 
prescribe abstract solutions.  By the time the media and general public are talking about it, 
it’s likely manifested in higher prices for things we need and buy every day.  If your 
paycheck doesn’t change but your costs for everything are going up, it creates stress and 
anxiety.  No matter our income or net worth, we all have to make choices and when costs 
go up, it makes those choices that much more difficult.  This can be relieved if you have 
assets that are going up in price with inflation and many of our clients have experienced 
this with real estate and stock prices.  It’s much more difficult if you don’t have such assets 
or if you were already living close to your total income or have a fixed income.   
 
All of us should be very concerned about inflation as it really means that the currency we 
use, the dollar - the thing we use to measure the economic value of everything else, is itself 
losing value.  When the dollar loses its value, we all start thinking shorter term.  A modern, 
division of labor economy that has so many interconnected parts depends on trust and 
planning and longer-term thinking. The tendency in an inflationary trend is for people to 
shorten their time horizons but the solution is not more of the same medicine.   
 
It should be noted that inflation can be a great opportunity…for those who have assets 
that perform better in such conditions, but it is very difficult for people who spend the 
largest portion of their income on food, housing and energy. 
 
What can I personally do? 
As always, it’s good to take stock and look at fundamentals:  review your spending needs 
vs wants as well as the make up or allocation of your assets.  Have your spending habits 
made you too dependent upon specific items - can you adjust and make substitutions?  Do 
you have assets that are too dependent upon low interest rates?  Do you have debts that 
are short term, revolving or at adjustable rates?  Is your income fixed and dependent upon 
sources you don’t control?   
 
The biggest defensive measures one can take are: 

• Eliminate short term debt and unnecessary spending. 
• Lock in longer term debt while rates are still historically low.  This often means 

making sure any real estate, traditionally a good hedge against higher inflation, is 
financed correctly for your income. 

• Position asset allocation toward things that do well in such an environment. 
 
What is ALTIUS doing to protect me in these difficult times? 
Again, since we’ve been concerned about valuations, potentially artificially low interest 
rates, government spending and inflation for some time, we have tilted our models toward 
asset classes and strategies that typically do better under inflationary conditions.  This 
includes dividend paying stocks of companies that have pricing power along with 
attractive valuations, commodity and energy exposure, precious metals, materials and 



mining stocks, along with other hedging strategies.  While it’s a difficult time and there is 
no guarantee that these strategies will continue to work, I am looking forward to having 
more rational pricing in the markets and I’m excited about the opportunities.  It’s 
unfortunate that so many investors thought that the markets could “defy logic” 
indefinitely, dismissing any questions about fundamentals as if they were synonymous 
with “crying wolf.”  We are doing what we’ve always done:  start with a plan and know our 
client’s situation well, pay attention to fundamentals and risk, diversify generally and 
concentrate on the margins if we can.   
 
With all the turmoil, wouldn’t it be better to just get out until things settle down? 
It’s always tempting to jump into markets when things are doing well and jump out when 
things are going badly but virtually every study that’s been done on successful long-term 
investing points to sticking with a strategy and staying mostly invested.  Yes, we should 
make sure you have enough liquidity for short term needs and we should evaluate risk 
tolerance in your plan but it’s usually foolhardy to keep your nest egg in cash, especially in 
an inflationary spiral.  This is one way to guarantee a loss in purchasing power.  
 
I’ve recently heard of i-Bonds – should I be investing in them? 
Maybe.  I-bonds were created by the government to specifically benefit from inflation and 
currently one can get over a 9% yield for the first 6 months.  Unfortunately, we can’t buy 
them for you – you must go to treasurydirect.gov and connect your bank account to 
purchase them.  Also, you can only invest $10,000 per individual per calendar year and 
they have a 30 year maturity on them.  With such a high interest rate due to the jump in 
inflation, these are worth considering even if you cash out early and miss out on the last 
three months of interest.  Let me or Taylor know if you’d like to talk more about this 
strategy. 
 

Summer Client Appreciation Events 

Please look out for emails from Jenn, indicating “save the date” for a couple different client 
appreciation events this summer.  As those of you who attended last year can attest, these 
are not formal or fancy affairs but are great fun.  We don’t do any presentations – they’re 
just an opportunity to socialize and meet other clients.  We welcome and encourage you to 
register/bring guests as this can be a great way to meet like-minded people.   
  

Podcast & Book Recommendations  
My podcast recommendation for this time is, well, our own:  Capitalize Your Fridays!  
We’re getting lots of good feedback and suggestions and if you haven’t listened yet, I hope 
you will soon and share it with others.  A couple episodes you might find interesting: #39 
where we talk to the whole team and #44: Active vs Passive Investing.  I probably should 
have come up with a catchier title for that last one but it’s an important debate and has 
implications for how we build portfolios, especially in today’s environment. 
 

https://www.treasurydirect.gov/indiv/research/indepth/ibonds/res_ibonds.htm
https://altiusfinancial.sharepoint.com/sites/Company/Shared%20Documents/2022%20Trusted%20Contacts/2021%20WHITUS%20Annual%20Expenses.pdf
https://anchor.fm/capitalizeyourfridays/episodes/Capitalize-Your-Fridays-Ep-39-Introduction-to-ALTIUS-e1fbc0j
https://anchor.fm/capitalizeyourfridays/episodes/Capitalize-Your-Fridays-Ep-39-Introduction-to-ALTIUS-e1fbc0j
https://podcasts.apple.com/us/podcast/cyf-ep-44-active-vs-passive-investing/id1533509866?i=1000561214208


My book recommendation this time is Matthew McConaughey’s autobiographical and 
philosophical book, Greenlights.  I started it awhile back and I’m not sure why it took me so 
long to finish because I like McConaughey as an actor and really enjoyed reading about his 
background.  It’s ultimately a very positive book that has, I believe some excellent wisdom 
in it.  This newsletter’s quote of the day (above) reminds me that sometimes my best 
“office work” is just hitting the road, getting off the beaten path and 
enjoying/contemplating.   
 

Enjoy Memorial Day and please reflect on the meaning of this holiday 

I have a friend who served in the military who reminds me each year that “Happy 
Memorial Day” is inappropriate since it was established to remember those who died 
while members of America’s armed forces, and he’s right.  We should remember, reflect, 
and honor those who paid the ultimate price so that we can live freely.  
 
My family and I will be taking my folks on a road trip to Mount Rushmore this week where 
we’ll be reflecting on the holiday and enjoying each other’s company.   
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