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Greg's Glimpse:

Someone has to remind me, is it 1982 or 2022? Oh how it feels like the
world jumped back 40 years. I half expect to see Ronald Reagan take the
podium in the Oval Office (half of you just said, “one can dream," and half
of you just said, “anything but that!"). As the saying goes, ‘history is
doomed to repeat itself,' and today’s world looks very much like that. 

When Russia invaded Ukraine in an act of horrific aggression that Europe
has not seen in 80 years, the clock was immediately set back, and the
world seemed to pivot back to a Cold War stance in a split second. NATO
is bolstering troops on its eastern flank. Russia is putting nuclear forces
on alert. It reads more like a Tom Clancy novel. Not to mention, many
parts of the world, most notably China and Europe, are also dealing with a
new variant of Omicron. 

Very importantly, for the US and global markets, the Federal Reserve
began raising interesting rates, with a .25% increase in the Fed Funds
Rate. They believe this will be the first of 6-8 interest rate increases this
year, and might start with one of the smallest, as the Consumer Price
Index rose 7.9% in February (from a year ago), the highest rise since…
wait for it…1982. In addition to raising rates, the FED will begin tapering
off its bond buying, which will also pressure interest rates.

In the face of all of that, the S&P 500 is down just 2.82% year to date as I
write this. This is coming off of three positive years in a row of up 28%,
16%, and 26%. Remarkable resiliency, if you ask me. How can it be so
resilient?

The Fed Funds Rates still stands below 1%, and while raising rates and
easing bond buying tightens liquidity, it is still historically and relatively low.
Very low. What was your first mortgage rate? In 1982, while inflation was
6.16%, the Fed Funds Rate stood at 11.50%. We have a long, long way to
go before tighter conditions lead to a recession or catastrophe on
financial markets. We can all understand why officials believe much of
this inflation, while certainly being higher than wanted, and with longer
lasting consequences (as I like to point out, Chipotle isn’t going to LOWER
the price of burritos in a year), gas prices, car prices, lime prices are
more than likely, very likely to ease and drop in the months to come. We
have a major supply chain problem working its way through the system.
That is what officials want to see ease before making even more
aggressive moves against inflation, which would absolutely threaten the
economy. 

An early casualty of this move in interest rates is the bond market,
something we have not seen in 40 years. As most of you will notice when
your statements come out, or have seen in recent reviews, bond funds are
down. The Barclays Aggregate Bond Index (the widest measure of the
bond market) is down 5.77% year to date, again, as I write this. As I have
told many of you, on days when it feels the stock market is moving daily in
multi percentages, that still shows how important bonds are in providing
safety and stability. However, down is down. That is why many of you own
very short-term, high-quality bond funds, or more flexible bond fund
strategies, which can navigate this evolving bond market. 

We are certainly entering times we have not seen in 40 plus years. They
can seem very daunting. However, when you add some historical context,
it can help to assuage many of those fears. Let’s not forget 1982 also
gave us ET and Michael Jackson’s Thriller album, two contributions to the
world that certainly influenced my life (wow, that is how you date
yourself!). I will not be breaking out the parachute pants or breakdancing
any time soon, but I will be watching the unfolding events with incredible
interest and to help you navigate these interesting times we find ourselves
in. One important item to note, the Dow Jones Industrial Average closed
1982 at 1046…today it stands at 34,524…financial markets will get
through this.

*****************************************************************************

Content in this material is for general information only and not intended to
provide specific advice or recommendations for any individual. All
performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and may not be invested into directly.

All investing involves risk including loss of principal. No strategy assures
success or protects 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.

The economic forecasts set forth in this material may not develop as
predicted and there can be no guarantee that strategies promoted will be
successful. 
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