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Dave’s Weekly Commentary
Happy Monday. The SMC team is back from ConnectEd, a little more educated, tired, and hopefully even 
more excited about the work we do for all of you. I arrived in San Antonio Tuesday afternoon, and began 
my work reviewing notes from our previous board meeting to be prepared for the Advisor Group board 
and council meeting early the next day. This meeting was nothing short of remarkable. Remarkable in 
the way of having a leadership team who “gets it.”  As in who they serve, in communication with councils 
of advisors to push up the needs of the broader group, in the way one size does not fit all the ways we 
do business, and in knowing the importance of the work we do for all of you. 

Advisor Group (AG) is now an organization of 8 firms, FSC Securities being the firm I have been 
affiliated with for 30 years. AG is now over 11,000 advisors strong, which by advisor count is the second largest group of 
independent advisors in the country. What does this means for you and our firm? It means in an ever-changing world our 
firm and others have scale accessing advanced technology, staying ahead of regulatory changes, and address the needs and 
services of a changing demographic and generational mixture of a diverse client base. I am excited about our industry, our 
firm, and most importantly I am proud of my staff, who also arrived at the conference on Wednesday and diligently chose 
breakout sessions which best aligned to our clients. In the last breakout session on Friday (and unbeknown to me) I was 
honored during the FSC breakout session selected as an advisor spotlighted for the body of work and industry dedication 
through the 35 years I have worked in this industry.   

The Olympic motto was “Citius, Altius, Fortius” and in 2021 it added “Communiter.“ Those Latin words translate to “Faster, 
Higher, Stronger - Together.” Since March 2022, the Fed’s approach has been faster, higher, stronger - together (there have not 
been any dissents at the last three meetings, all of which culminated in a 75 basis points increase in the target range for the 
fed funds rate). A revision, though, now seems to be in order for the Fed based on the remarks heard from Fed Chair Powell 
following the November FOMC meeting. It is no longer “Citius, Altius, Fortius - Communiter.” We would submit that the Fed’s 
new motto is “Tardius, Altius, Diutius - Communiter,” which translates to “Slower, Higher, Longer - Together.”

The Fed has moved like an Olympic sprinter changing the target range for the fed funds rate, which stood at 0.00-0.25% on 
January 26 and is now at 3.75-4.00%. The Fed has moved as quickly as it has because it recognized in the inflation data that 
it remained stuck in the starting block far too long. When the Fed finally started running in March, the Consumer Price Index 
(CPI) was up 8.6% year-over-year and core CPI, which excludes food and energy, was up 6.4%. The PCE Price Index was up 6.4% 
year-over-year and the core-PCE Price Index, which excludes food and energy and is the Fed’s preferred inflation gauge, was 
up 5.4%.

The inflation rates have been leveling off, but they are not coming down in any meaningful way. In fact, Fed Chair Powell 
conceded at his press conference that, “There’s no sense that inflation is coming down. If you look at it, we are exactly where 
we were a year ago.” This “sticky” inflation is what is bothering the Fed the most, yet the recent policy directive made an 
allowance for the idea that the lag effect of the previous rate hikes could help unstick things. That view was captured in the 
following line:
“In determining the pace of future increases in the target range, the Committee will take into account the cumulative tightening 
of monetary policy, the lags with which monetary policy affects economic activity and inflation, and economic and financial 
developments.” This perspective is why the market thinks the Fed may raise rates “only” 50 basis points at its December 13-14 FOMC 
meeting.”

The Fed, therefore, may slow the pace of its rate hikes, but it is still going to raise rates further. That was the implicit message 
from Fed Chair Powell, who said, “When (people) hear lags, they think about a pause. It’s very premature in my view to be 
thinking about or talking about pausing our rate hike. We need ongoing rate hikes to get to that level of restrictive. We don’t 
know where that exactly is.” Separately, he acknowledged that the assessment of further tightening comes down to three 
questions: how fast to go; how high to raise our policy rate; and how long to remain at a restrictive level?

The market wishes there were definitive answers to each question, but there isn’t at this juncture. That uncertainty is creating 
excess volatility around each economic release that pertains to inflation and employment. So, there won’t be a pause in the 
Fed’s rate hikes. There are more to come, and the Fed Chair acknowledged that incoming data since the last meeting suggests 
the ultimate level of interest rates (i.e. the terminal rate) will be higher than previously expected. No one knows yet what the 
terminal rate will be, yet the fed funds futures market now thinks it will be 5.00-5.25% by June 2023.

In closing, it is not normal for the Fed to raise its policy rate by 75 basis points. The normal course of things over the past 30 
years has been to move rates up, or down, in 25-basis point increments. There have been some 50-basis point moves along 
the way, but 75 basis points is a true outlier. The current pace of the interest rate raises says something about the Fed’s race to 
catch up that it just implemented its fourth, consecutive 75-basis point hike and left the door open for another 75-basis point 
move at the December meeting. It will be appropriate for the Fed to slow the pace of increases and that time is coming. Those 
are Fed Chair Powell’s words. He is not uttering any word, however, that suggests the Fed is done raising rates and considering 
cutting rates. Source: Briefing.com

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

Market Watch
Week Ending Nov. 4,  2022

(Source: Briefing.com)

• DJIA:                32,403.22     -458.58
2022 YTD  -10.80%

• NASDAQ:        10,475.25    -627.15 
2022 YTD  -33.00%

• S&P 500:            3,770.55     -130.51  
2022 YTD  -20.90%

• Russell 2000:   1,779.77       -47.05 
2022 YTD  -19.80

• 10 Year Treasury:                   4.16%

All the magic I have known
I’ve had to make myself.

~ “Magic” from Where the Sidewalk Ends

Newsletter continues on the next page.
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Smith, Moses and Company is an Ohio Limited Liability Company. Securities and investment advisory services offered through FSC Securities Corporation, Member FINRA/SIPC.  FSC is separately owned and other entities and/or marketing names, 
products or services referenced here are independent of FSC.  Although the information has been gathered from sources believed to be reliable, it cannot be guaranteed. Views expressed in this newsletter may not reflect the views of FSC Securities 
Corporation. Investing involves risk including the potential loss of principal.  No investment strategy can guarantee a profit or protect against loss in periods of declining values.  Please note that individual situations can vary. Therefore, the information 
presented here should only be relied upon when coordinated with individual professional advice. Indexes cannot be invested in directly, are unmanaged and do not incur management fees, costs and expenses. Past performance is not a guarantee of 
future results. Any links in this material are provided as a convenience and for informational purposes only.  FSC Securities Corporation does not endorse or accept any responsibility for the content or use of the web site nor guarantee the accuracy or 
completeness of the data or other information appearing on the linked pages. The company assumes no liability for any inaccuracies, errors or omissions in or from any data or other information provided on the pages, or for any actions taken in reliance 
on any such data or information.  This information is not intended to be a substitute for specific individualized tax, legal or investment planning advice. 

Weekly Market Update
November 7, 2022  Continued from page 1

Planning Points   Shifting subjects this week, let’s look at the strengthening dollar situation over the last few years. While it 
aids international travelers, it has some adverse consequences for our economy here in the US.Source: Broadridge Advisor 
Solutions Copyright 2022.

What Does a Strong Dollar Mean for the U.S. Economy?
In late September 2022, the U.S. dollar hit a 20-year high in an index that measures its value against six major currencies: the 
euro, the Japanese yen, the British pound, the Canadian dollar, the Swedish krona, and the Swiss franc. At the same time, a 
broader inflation-adjusted index that captures a basket of 26 foreign currencies reached its highest level since 1985. Both 
indexes eased slightly but remained near their highs in October.1–2 Intuitively, it might seem that a strong dollar is good for 
the U.S. economy, but the effects are mixed in the context of other domestic and global pressures. 

World Standard     The U.S. dollar is the world’s reserve currency. About 40% of global financial transactions are executed 
in dollars, with or without U.S. involvement.3As such, foreign governments, global financial institutions, and multinational 
companies all hold dollars, providing a level of demand regardless of other forces.

Demand for the dollar tends to increase during difficult times as investors seek stability and security. Despite high inflation 
and recession predictions, the U.S. economy remains the strongest in the world.4 Other countries are battling inflation, too, 
and the strong dollar is making their battles more difficult. The United States recovered more quickly from the pandemic 
recession, putting it in a better position to weather inflationary pressures.

The Federal Reserve’s aggressive policy to combat inflation by raising interest 
rates has driven demand for the dollar even higher because of the appealing 
rates on dollar-denominated assets such as U.S. Treasury securities. Some other 
central banks have begun to raise rates as well — to fight inflation and offer 
better yields on their own securities. But the strength of the U.S. economy 
allows the Fed to push rates higher and faster, which is likely to maintain the 
dollar’s advantage for some time. 

Exports and Imports     The strong dollar makes imported goods cheaper and exported goods more expensive. Cheaper 
imports are generally good for consumers and for companies that use foreign-manufactured supplies, but they can 
undercut domestic sales by U.S. producers. At the same time, the strong dollar effectively raises prices for goods that U.S. 
companies sell in foreign markets, making it more difficult to compete and reducing the value of foreign purchases. For 
example, a U.S. company that sells 10,000 euros worth of goods to a foreign buyer would receive less revenue when a euro 
buys fewer dollars. Some experts are concerned that the strong dollar will dampen the post-pandemic rebound in U.S. 
manufacturing.5 More broadly, the ballooning trade deficit cuts into U.S. gross domestic product (GDP), which includes 
imports as a negative input and exports as a positive input.

Overseas Exposure     Generally, large multinational companies have the most exposure to risk from currency imbalances, 
and the stock market has shown signs of a shift from large companies — which have dominated the market since before 
the pandemic — to smaller companies that may be more nimble and less dependent on overseas sales. The S&P SmallCap 
600 index has outperformed the S&P 500 index through late October; if the trend continues through the end of the year, 
it would be the first time since 2016 that small caps have eclipsed large caps.6 The S&P MidCap 400 index has done even 
better. In the current bear market, however, better performance means lower losses; all three indexes have had double-digit 
losses through October 2022.7

Global Pain      A weak currency can be a boon for a country by making its exports more competitive. But with the world 
economy weakening, other countries are not reaping those benefits, while paying more on debt and imported essentials 
such as food and fuel that are traded in dollars. The Fed is focused on domestic concerns, but it is effectively exporting 
inflation while trying to control it at home, and global economic pain could ultimately spread to the U.S. economy.8

Slowing the Dollar     In the near term, the Fed’s aggressive rate hikes may reduce domestic demand for foreign goods, 
reducing the trade deficit and weakening the dollar. The advance Q3 2022 GDP estimate showed the trade gap closing, 
but it’s unclear if the trend will last.9 In the longer term, as inflation eases in the United States, the Fed will likely take its 
foot off the gas pedal and ultimately bring rates down. This will allow other central banks to catch up if they choose to do 
so and would make foreign currencies and securities more appealing. Lower oil prices (denominated in dollars) and/or 
any reduction in world tensions — such as a slowdown in the Russia-Ukraine war — might also help reduce demand for 
dollars. The dynamics of these factors are complex, and it may take time for any of them to unfold. In the meantime, the 
strong dollar is a sign of U.S. economic strength, and it would not be wise to place too much emphasis on it for long-term 
investment decisions. However, this could be a great time for an overseas vacation. 

U.S. Treasury securities are guaranteed by the federal government as to the timely payment of principal and interest. The principal value of 
Treasury securities fluctuates with market conditions. If not held to maturity, they could be worth more or less than the original amount paid.

1) MarketWatch, October 19, 2022 (U.S. Dollar index), ) Federal Reserve, 2022 (Real Broad Dollar index)  3, 8) The New York Times, September 26, 
2022, 4, 6) The Wall Street Journal, October 17, 2022, 5) The Wall Street Journal, October 9, 2022, 7) S&P Dow Jones Indices, 2022, 9) U.S. Bureau of 
Economic Analysis, 2022

The two states that don’t observe 
daylight saving time - Arizona and 
Hawaii 

If you’re one of the 61% of Americans 
who’d like to stop resetting the clock twice 
a year, it might be time to move to Arizona 
or Hawaii. These states don’t observe 
daylight saving time (except for the Navajo 
Nation in Arizona). Rather, they live in 
what’s surely a permanent state of bliss, 
never having to remember whether the 
latest clock change means they’re getting 
an hour less of sleep the next night or an 
hour more; nor are they subject to drastic, 
overnight differences in what time the sun 
rises and sets.

Though polls like the one cited above 
consistently show that Americans are tired 
of changing their clocks, making daylight 
saving time permanent is just as popular as 
ignoring it altogether — one poll showed 
59% of respondents were in favor of the 
idea. The Senate unanimously passed a bill 
to do just that in March 2022, though the 
Sunshine Protection Act, as it’s called, has 
yet to move forward in the House. 

Long after Benjamin Franklin half-seriously 
proposed a form of it in 1784, DST was for-
mally adopted in America via the Standard 
Time Act of 1918 as a wartime measure. 
It was abolished in 1919, with Congress 
overriding a veto from Woodrow Wilson, 
but then became the law of the land on a 
federal level when Lyndon Johnson signed 
the Uniform Time Act on April 14, 1966. 
States retained the option of remaining on 
standard time — but only two were bold 
enough to do so.

https://www.interestingfacts.com/
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Planning Points, Part 2 of 2    Read the article in it’s entirety at https://www.
smithmosesandcompany.com/blog 
Source: Broadridge Advisor Solutions Copyright 2022.
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