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The U.S. Consumer Price Index (CPI) for August was announced today, with an increase of +0.1% from July, when investors hoped for 

a decline.  Core CPI, which excludes food and energy costs, rose 0.6% from July.1  This resulted in shorter-term market participants to 

react negatively to today’s CPI data.  U.S. equity markets responded to the higher CPI data with a material selloff, with the S&P 500 

Index down over 4% and the NASDAQ 100 Index down over 5%.2  Although these declines were significant in a one-day period, the 

selloff was a bit of a reversal of the market rally up to today’s CPI announcement.  The S&P 500 Index and NASDAQ 100 Index are at 

similar levels we were at just last week, even after today’s decline. 

We have seen some signs of declining commodity prices and slowing growth across housing, but not enough to materially reduce the 

headline CPI number in August.  The U.S. Federal Reserve has continued to reiterate its fight against inflation until there is a persistent 

decline in inflation data.  We have yet to see this persistent downtrend in any meaningful broad-based way.  We do believe that 

inflation numbers will continue to decline over time, partially due to declining prices from a slowing economy and partially due to year-

over-year comparisons (base effects).   

If inflation data does start to show signs of a persistent downtrend, equity and bond markets could quickly rally, just as they did to the 

downside today.  In our opinion, trying to accurately time the magnitude and duration of the inflation data is not a prudent strategy 

in this enviroment for longer-term investors.  We recommend that unless an investor has high conviction in their views on inflation, 

the Fed and the eocnomy, the best course of action may be just to be paitent and let the market opportunities come to you. 

We believe long-term investors should remain patient and take advantage of any buying opportunities when equity and bond markets 

decline materially on these shorter-term factors.  This volatility could persist for some time.  In our past commentaries, we indicated 

our preference for equity and credit markets to decline to levels that we have yet to see in order for us to be overweight risk in our 

more valuation-sensitive portfolios.  It is uncertain as to whether we will get to these more attractive valuation levels, but we will be 

ready to act if it does.  We are not reducing risk in our valuation-sensitive portfolios as we believe we are at valuation levels that could 

be still be beneficial for longer-term investors.  We believe a diversified portoflio of capital appreciation and income opportunities 

could be appropriate to help reduce some volatility and generate cash flow if we are in a persistent, choppy market environment. 

Shorter-term, cautious investors will need to continue to reassess their risk tolerance and preferred investment style in a slowing 

economic enviornment.  If inflation persists higher and longer than most anticipate and the Federal Reserve needs to raise rates higher 

than currently forecasted, a materially weaker economy could follow.  For those that cannot withstand the potential downside 

pressures in equity and bond markets, a reduction in risk could be a prudent action to take.  Reducing risk after a market decline may 

be a costly mistake over the longer-term, and investors should proceed with caution with that strategy.   

Be mindful that in this uncertain environment, many investors have very different opinions on inflation, actions of the Federal Reserve, 

the economy and where markets are headed.  In our opinion, rather than anticipiating something that is very difficult to forecast from 

even the most resourced investors, we believe investors should focus on the longer-term, reconfirm one’s risk tolerance and preferred 

investment style, and have a plan of action for whatever the markets do.   

 

Persistent Inflation Keeps Investors on Edge 
 

SUMMARY 

➢ The U.S. consumer price index (CPI) for August was announced today, rising slightly +0.1% from July, higher than was hoped for 
by investors.  Equity and interest-rate sensitive bonds declined today on the news. 

➢ We continue to believe that markets will remain volatile as the U.S. Federal Reserve attempts to slow economic demand and 
bring down inflation by raising the fed funds rate and reducing its balance sheet. 

➢ In this market environment, we prefer to remain patient and prudent, willing to add risk if assets reach attractive valuations 
without reacting to the short-term volatitliy and noise of the day-to-day market movements. 
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FWA Financial Advisors Are Here to Help 

We continue to believe volatility will persist and what investors do during that volatility will drive the future performance of their 

investment portfolios.  Investors should refrain from making emotional investment decisions in these uncertain times and focus on 

their longer-term objectives.  Please reach out to your Freedom Wealth Alliance financial advisor to make sure your current investment 

strategy remains in-line with your objectives. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FWA INVESTMENT COMMITTEE 
   

  

 

Eric Kulwicki, CFA 
Senior Portfolio Manager 
As the Senior Portfolio Manager, Eric leads the 
Freedom Wealth Alliance Investment Committee to 
determine investment strategy, drive research and 
construct multi-asset portfolios with a focus on 
managing risk for clients. 

Kurt Rozman 
President 
Kurt is the President of Freedom Wealth Alliance, a 
full service and fast-growing financial services firm 
founded in the Midwest. Kurt has spent over 25 
years of his professional career managing a variety 
of tactical investment strategies for clients.  

Darren Liberski 
Vice President 
Darren brings 20+ years of fundamental, technical 
and behavioral financial analysis experience to the 
team.  Darren’s valuable insights help determine 
how strategic allocations strive to satisfy different 
client preferences and expectations. 
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DEFINITIONS 

S&P 500® Index:  The S&P 500® Index is a market cap-weighted stock market index of 500 companies across a number of industries.  

The index is often used as a broad representation of the common stocks of the largest publicly traded companies in the United States. 

NASDAQ-100 Index:  The NASDAQ-100 Index is a stock index that includes the largest 100, non-financial stocks traded on the Nasdaq 

exchange. 

Consumer Price Index: The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban 

consumers for a market basket of consumer goods and services. Indexes are available for the U.S. and various geographic areas. 

Average price data for select utility, automotive fuel, and food items are also available. (Source: https://www.bls.gov/cpi/) 

 
 
IMPORTANT DISCLOSURES 

The opinions voiced in this material are for general information only and are not intended to provide or be construed as providing 
specific investment advice or recommendations for any individual security. 
 
Any economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. 
 
The term “portfolios” used in this piece is in reference to the Freedom Wealth Alliance model portfolios.  Any reference to performance 
is based on estimated, unaudited, gross of fee performance of the model portfolios.  Client accounts assigned a Freedom Wealth 
Alliance model portfolio may have positioning and performance that differs from the firm’s model portfolios at any given time. 
 
There is no assurance that the techniques and strategies discussed are suitable for all investors or will yield positive outcomes.  The 
purchase of certain securities may be required to affect some of the strategies.  Investing in stock includes numerous specific risks 
including: the fluctuation of dividend, loss of principal and potential illiquidity of the investment in a falling market. 
 
Bonds are subject to market and interest rate risk if sold prior to maturity.  Bond and bond mutual fund values and yields will decline 
as interest rates rise and bonds are subject to availability and change in price.  Government bonds and Treasury bills are guaranteed 
by the U.S. government as to the timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed 
principal value.  However, the value of fund shares is not guaranteed and will fluctuate. 
 
Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal, and potential illiquidity of 
the investment in a falling market. 
 
Asset management does not ensure a profit or protect 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. 
 
Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of 
the investor’s portfolio.  The strategies employed in the management of alternative investments may accelerate the velocity of 
potential losses. 
 
International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all 
investors. These risks are often heightened for investments in emerging markets. 
 
 



 MARKET UPDATE  |  SEPTEMBER 13, 2022 

 FREEDOM WEALTH ALLIANCE | 675 N. BARKER ROAD  BROOKFIELD, WI  53045 | (262) 798-7979 4 

 

Securities offered through LPL Financial. Member FINRA/SIPC. Investment advice offered through Freedom Wealth Alliance, a 
registered investment advisor and separate entity from LPL Financial. 
 
 

This research material has been prepared by Freedom Wealth Alliance. 


