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It's probably a fair assumption to say that
most investors are happy 2022 is in the
books. There’s no sugar-coating the fact
that if you had money invested in the
financial markets in 2022 it was an
unpleasant year, perhaps even one of the
worst you will experience as an investor.
The S&P500’s -19.4% loss was its worst year
since 2008, and the bond market had its
worst year in history with the 10-year
Treasury Bond losing -17.8%. Fortunately, as
a new year begins, all that matters is what
happens from here, not what happened in
the past.

Although the yearly results were
discouraging, the fourth quarter of 2022,
despite its volatility and uncertainty,
brought slight improvements in the U.S.
equity markets.
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Skyrocketing Interest Rates

In 2022, Americans saw seven federal interest rate
increases, ending the historically low interest rates that
were enjoyed since the “Great Recession” from 2007-
2009.

In their efforts to use interest rate increases to lower
inflation, the Fed raised interest rates twice in the
fourth quarter of 2022. In November, rates increased
0.75% for a target rate range of 3.75–4.00%. Then, as
planned, the Fed again raised rates at the December
meeting. However, because inflation started to show
potential signs of slowing down in the months prior, the
Fed raised rates by only 50 basis points, for a target
rate range of 4.25–4.50%. This marked a 4.25% total
rate increase in 2022, the fastest upward cycle of
interest rates in history.

The Game Isn't Over
The labor market remains a key factor in how the Fed
will adjust its attack on inflation and when and how
fast it will change policy. Job growth remained strong
in January 2023 with job add-on’s totaling 517,000 with
the unemployment rate falling to 3.4%.

Not one economics group came even remotely close
to getting this number right. And the print was
especially surprising after seeing retail sales fall -4.3%
and industrial production fall -5.2%, at three-month
annualized rates, through December. And so far with
256 out of the S&P 500 companies having reported,
profits are down -3.1% from a year ago. Also the
rebound from COVID lockdowns is over. Stores are
back open, airplanes packed, and hotels filled.

So, how then did jobs provide such a large upside
surprise!?! Do employers really know what they are
doing? Do they see something that is not showing up
in the data? Or is this a delayed reaction (after all,
employment is a lagging indicator) to issues with
hiring during and after the pandemic.

Taking all this into consideration, we personally don’t
think the boom in nonfarm payrolls is a signal worth
following. Many companies…Peloton, Bed, Bath &
Beyond, Hasbro, and lots of tech stalwarts were
winners when services were locked down and people
with fresh stimulus funds needed tech. But now they
are all in either financial trouble or are laying off
workers. The losers during the lockdowns (services)
have all reopened, but people aren’t going to double
their use of services, especially with interest rates up
and money supply down. 

So, while one number from one month seemed to
change a lot of people’s minds about the economy,
we think we’re far from this economy being done with
contracting.
 
Unprecedented actions on the scale that we
experienced in 2020-2022 will bring unexpected
results in 2023. So, while we never want to ignore a
number like the January jobs report, we have to
question how much is signal and how much is noise.
.

The S&P 500, closed at 3,839.50 to close out the year
down -19.4%. And the tech weighted NASDAQ was
down -33% for the year. 

During 2022, inflation, rising interest rates, slowing
economic growth, the weakening of fiscal and
monetary stimulus - all packed a bearpaw-sized
punch to investor’s portfolios. Recession fears also
played a key role in the direction of the market. All
these major factors allowed volatility to prevail, and
investors rode a steady downward trend throughout
the year. 2022 was a solid practice in emotional
resilience and, in our case, having trust in our
Advance & Protect process.

On a positive front, the Fed’s efforts to slow down the
rate of inflation finally began to show quantifiable
results. The U.S. annual inflation rate experienced a
slowing down and was 6.5% for the 12-months ending
December 2022. Although this is still a long way from
the Feds 2% inflation target. 

As we begin a new year, multiple factors remain key
issues for the direction of equity markets, most
particularly, the continuation of rising interest rates,
and speculation of if, how long, and how deep of a
recession the U.S. and global economy could see in
2023 and beyond.

As we close out what was undoubtedly a rough year
for equity markets, investors are bracing for another
potentially rocky year.
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Word From The Fed
In their recent meeting in early February, the Fed
approved lifting the benchmark federal-funds rate by
a quarter-percentage point to a range between 4.5%
and 4.75%. They raised it by a half point in December
and 0.75 point in November.

The process of lowering inflation to the Fed’s goal of 2%
is likely to take quite a bit of time. "It’s not going to be,
we don’t think, smooth,” Mr. Powell said. “It’s probably
going to be bumpy, so we think we’re going to do
further [rate] increases, and we think we’ll have to hold
policy at a restrictive level for some time.”

Fed officials have raised rates by 4.5 percentage
points over the past 12 months, the fastest pace since
the 1980s, and have projected that the unemployment
rate would rise to about 4.6% by the end of this year.

Mr. Powell repeated his view that the central bank was
prepared to raise rates higher if data suggested that
economic activity was accelerating in ways that
officials hadn’t anticipated.

“We’re going to react to the data,” he said. “So, if we
continue to get, for example, strong labor market
reports or higher inflation reports, it may well be the
case that we have to do more and raise rates more
than has been priced in."

Inflation Down But Still High
Results for U.S. inflation may have peaked in the fourth
quarter and both headline and core Consumer Price
Index (CPI) readings showed year-over-year declines
to close out the year. The annual U.S. inflation rate for
the 12-month period ending December 2022 was 6.5%,
down from June’s 12-month period high of 9.1%. This
denoted progress in the Fed’s fight to slow the rate of
inflation down.

This was the data investors had long been waiting for
and they expressed their approval by sparking quick,
but short-lived equity market relief rallies.

The Fed is watching other key economic indicators in
addition to unemployment rates, including personal
consumption expenditures (PCE), and consumer price
index (CPI).

We will keep a vigilant eye on the federal interest rate
movements and inflation. When rates will finally peak
and for how long they will remain there is yet to be
seen.

The Bond Markets and Treasury Yields
Simply put, the bond market had one of its worst years
in history. The total return of the Bloomberg Aggregate
Bond Market Index (which dates back to 1976) of -13%
in 2022 was far and away the worst loss ever for this
total market index. 
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The well known 10-year Treasury bond also had its
worst drop all the way back to 1928, losing -17.8% for
the year.

Bond prices and bond yields are inversely related.
When interest rates go up, bond prices go down. With
interest rates skyrocketing from almost zero to 4.375%
in 2022. It’s no wonder we had such carnage in the
bond markets.

Warning Signs of a Recession?
Many analysts fear the Fed’s hawkish moves to fight
inflation at the expense of economic growth is driving
the U.S. into an inevitable recession. These are a
number of big red flags pointing in this direction.

Many experts are looking at the current inverted yield
curve (short-term rates are higher than long-term
rates) as indicative of a recession. However, if, when,
and how severe a recession should occur in 2023 is all
still speculation.

TThe Traffic of Prospective Buyers Index from the NAHB
(National Association of Home Builders) has collapsed
since January 1st – registering a drop that is almost
twice as large as the decline in 2005-06 when the
previous Housing Bubble started to deflate. Such
declines in this leading housing indicator have
characteristically accompanied or led the path into
previous recessions.

The following chart is from The Conference Board of
Leading Economic Indicators. It’s considered the guru
of recession foresight. Their indicator is comprised of
10 forward looking measurements, all with good track
records of seeing on-coming recessions, rolled into
one. Each uses a different methodology to interpret
the data. Keeping in mind that the vertical grey bars
are recessions.
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https://www.wsj.com/articles/how-quickly-rate-increases-slow-the-economy-could-shape-2023-fed-policy-11675055081?mod=article_inline


What their measurements are showing today has
ALWAYS indicated that we were either in or headed
into a recession. It’s NEVER been wrong over the last 23
years, 
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As the Feds keep tightening monetary policy,
consumers may need to continue to tighten their
budgets. From food, fuel, energy, and everything in
between, Americans are paying more for just about
everything. Refocusing and revamping your budget
now could provide direction and clarity on where your
money is going, what is a necessary expense, and
what is discretionary in this new year. 

The bear market is expected to continue at least into
the first part of 2023. Bear markets are a very normal
and reoccurring part of the investment experience.
How long this bear market will last is yet to be seen.
While no one can predict its end, history shows that
the average bear market accompanied by a
recession tends to drop further and last longer. For
example, the last three recessions accompanied by
bear markets prior to the 2022 downturn averaged a
-46.7% drop based on the S&P500. If this average
holds true for the current decline it would mean we
could see the market drop another -27% plus.

The Fed’s goal is to achieve a “soft landing” but
balancing the fine line of avoiding a recession yet
slowing growth enough to put the brakes on inflation is
a daunting battle it will continue to wage into 2023.
What does this mean for investors? Continued
uncertainty and volatility.

In the past 50 years. Every time the Fed responded to
periods of high inflation with rate hikes, a recession
soon followed, 

We believe inflation may have peaked, however there
are far more important contributors to inflation –
including wage and rent pressures– that remain
resilient or “sticky” and will likely take far longer and
require more economic pain to resolve. While both the
Consumer Price Index (CPI) and Core CPI were
reported a few weeks ago the Sticky Price CPI actually
ticked upward, 

In Summary

Even with the possibility of a recession on the horizon,
the Feds still stand by their goal of a 2% inflation target.
Chair Jerome Powell stated, “the largest amount of
pain, the worst pain, would come from a failure to
raise rates high enough and from us allowing inflation
to become entrenched."

WINTER 2023 NEWSLETTER



FOURTH QUARTER 2022

INTRODUCING OUR CLIENT
AMBASSADOR PROGRAM

One of the most exciting things that we are thrilled to introduce this
year is our new Client Ambassador Program (CAP). As you know,
Piershale Financial hosts a number of client appreciation events for all
of our clients, where they are invited to bring a guest that could be
future clients of our firm. Last year, our firm grew because of referrals
from our clients, and we are once again reminded that the best
financial practices typically grow through client referrals.

To promote an exciting way for you to introduce us to friends, family
members or colleagues, Piershale Financial is pleased to announce
the launch of our Client Ambassador Program.

Who qualifies for our Client Ambassador Program? 

A Client Ambassador Program Qualifier is a client who refers us to a
friend, colleague or family member who might qualify for our Gold
Medal Services. Whether or not this referral winds up doing business
with us, the referring client will be awarded Client Ambassador status. 

Our Gold Medal Services client profile is typically:

• Be retired or close to retirement.
• Have the potential to invest over $300,000 with our firm.
• Are financially conservative and family oriented.
• Are genuinely nice people who need and want our help!

To thank and celebrate those clients who are awarded Client
Ambassador  status because they have  encouraged others to let
Piershale Financial help in their financial goals, we will host a special,
one-of-a-kind event.

This Client Ambassador Event will be a special event to celebrate
and appreciate your partnership in helping Piershale Financial grow
our firm!

To qualify to attend this event, become a Client Ambassador! 

To participate, scan the code below or call Noeleen Neubauer at 847-
713-8070.

 

Thank you as always for being a loyal client, we hope that our
continued growth in service excellence will inspire you to refer us to
your friends, family, and colleagues!
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THE MONEY HOUR RADIO

Saturdays 3-4 PM

Tune in and listen to the Piershale Financial
team each week on The Money Hour Radio
where they give sound insights on the
markets, retirement, investing and more.
Catch them on the stations and times below
or wherever you listen to podcasts. 

Sundays 10-11 AM
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TEAM MEMBER SPOTLIGHT
BEN BARZIDEH 

With a strong background and understanding of the
financial services industry, Ben is responsible for
assisting with all aspects of clients’ wealth
management concerns, such as retirement, estate, and
tax planning as well as portfolio management, in order
to help each client achieve their short and long term
goals. 

A graduate of the University of Colorado at Boulder, Ben
holds a degree in finance and earned the Chartered
Financial Consultant designation, considered the most
extensive financial planning designation available
today. Prior to joining Piershale Financial Group, he held
a previous post as a regional vice president at MetLife.
Ben now lives in Huntley with his wife, two daughters,
son and his dog.
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PIERSHALE TEAM MEMBERS ANSWER;
"WHAT'S YOUR FAVORITE 
RESTAURANT IN THE SUBURBS?"

Mike: 
Hugo's Frog Bar - Naperville
"It's where I first met my wife"

 
Ben:

Capital Grille - Schaumburg
"great steaks with Kona crust"

 
Matt:

Bien Trucha - Geneva
"an outstanding array of tacos"

 
Eric:

Bold American Fare - Algonquin
"the food is fantastic!"

 

Feb 20th - Office Closed

April Date TBD - Client
Ambassador One-of-a-
Kind Dinner

June 9th, 6PM - Client
Appreciation Event
featuring The Four C
Notes-Recreating the
music of Frankie Vallie and
The Four Seasons.

April 7th - Office closed

WHAT'S COMING UP

Trish:
Preservation - Geneva

"creative tapas, wonderful
atmosphere, & a patio that
you can enjoy year-round"

 
Noeleen:

Shaw's Crab House -
Schaumburg

"their sushi is outstanding"
 

Laureen:
Monterra Grill - Algonquin

"unique and the atmosphere
is different and interesting"

 
Deirdre:

Region Kitchen - Barrington
"great service &

atmosphere...try the bacon
wrapped dates"

 
 


