
Good-bye and good riddance to 2022, and welcome to 2023! I say 
good riddance because both personally and professionally, I am glad 
to leave the many challenges of 2022 behind — and I have heard from 
many of you who feel the same. While we cannot change what 
happened, we can learn and grow from it and move forward, exactly 
what we intend to do here at Sterling Financial Group.
Journalist, historian and author Paul Johnson recently passed away 
and one of his notable quotes has stuck with me: “�ere are no 
inevitabilities in history.” Today, more than 60-70% of �nancial 
writers, economists, investment managers are relatively certain that 
we will experience a recession in the US in 2023, according to the 
Wall Street Journal, and a sizable portion feel we may already be in 
one. While the probability of a U.S. recession is high, it is by no 
means inevitable. Just as everyone “knew” that Europe would have 
a major energy crisis this winter, with possible human and 
economic catastrophes, resulting from the war in Ukraine and the 
anticipated Russian gas supplies being cut o�, however, the 
opposite has happened. �e European Continent appears poised 
to roll through this winter with few economic hiccups, as a result, 
their equity markets have strongly outperformed US markets in 
recent months. Based on their coordinated preparation, relative 
strength, and consumer demand holding up, they proved once 
again that there are no inevitabilities in history.

Divergent signals send mixed messages:

�e Positives
In the US there are several underlying strengths that temper the 
large headwinds that would typically point to an economic 
slowdown. Corporate and consumer cash levels are relatively high, 
and both banks and private investment vehicles maintain high cash 
levels, meaning there is still a great deal of “dry powder”. While 
supply bottlenecks have essentially disappeared, �nding workers is 
still di�cult for many industries and locations. Importantly, 
in�ation is on the decline (but still at elevated levels) and that has 
led to a sharp increase in consumer con�dence levels – one 
measure, the University of Michigan Consumer Sentiment survey 
unexpectedly rose nearly 10% in December, even though retail 
sales fell 1.1% that month. And although equity and bond markets 
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well as the variety at the primary dining location is key to 
satisfaction. Each facility is di�erent, but a primary social 
activity of most retirement communities, each and ever day, is 
dinner.  Your circle of friends and the enjoyment of the meal is 
directly correlated to your level of happiness.

Be Open-Minded on Tours
Two of the surprising priorities that resulted from the facility 
tours were the friendliness of the sta� / residents, as well as the 
spaciousness of the overall facility. Did the sta� know the 
residents’ names and greet them as they passed them in the 
hallway? Do the residents appear to be greeting each other and 
gathering throughout the facility? Were the hallways narrow, 
dark or institutional looking? If you want to learn more about 
a particular feature, such as an attached skilled nursing facility, 
is the sta� willing to spend extra time to take you there?

Gotta Walk In
A good rule of thumb is that most desirable retirement 
communities require that incoming residents be able to “walk 
in” the front door initially.  As explained to me, mobility is key 
to getting involved in activities and making new friends at the 
facility.  Otherwise, new residents feel detached and are o�en 
unhappy.

Proximity to Closest Child
No parent ever wants to feel like a “burden” on their children.  
Every time a child visits or picks up a parent, it’s a round trip.  
�ere’s a big di�erence between a facility located 5-10 minutes 
away and one that’s 25 minutes away or more.  

Feel
Ultimately, the choice must “feel right”.  �ere were a few signs 
that our mom was signaling her choice along the way.  
Residents with whom she had tea or shared a meal had told her 
that they wanted her to move in there, that they looked 
forward to spending time with her.  She went back for a second 
meal the following week and met more people, coming away 
with the same impression. Closing down the dining hall on 
both nights was a good sign. On the way home on the second 
night, she grinned and nodded when I asked the simple 
question: “Did you �nd your people?”
It was a lengthy process that required plane trips to Virginia 
and California, as well as numerous phone calls between the 
three of us.  
Fortune smiled upon us.  A little more than a month a�er her 
�nal tour, an opening occurred at her favorite facility.  A�er 
choosing carpet swatches and paint colors, mom looks forward 
to moving in later this spring. Best of luck on your journey 
mom, we love you very much!

simultaneously declined last year, both the valuation levels of 
stocks and the interest rate paid on bonds are much more favorable 
now – at fair but not bargain levels. Lastly, the dollar has come 
down from its 20-year high, (down 12% from Sept. 2022 highs) so 
selling goods overseas is easier for many US �rms, some of whom 
earn 40% or more of their sales from foreign markets.

Exhibit A: U.S. Treasuries Yield Curve as of 1/20/23

�e Negatives
Despite these strengths, we have not likely seen the end of Federal 
Reserve (FED) rate hikes, whose chair continues stating his 
conviction that rates will remain higher for longer until they are 
certain that the in�ationary cycle of the past 18 months has ended. 
Re�ecting this conviction, the yield curve is still inverted, meaning 
short term 3 / 6 / 12-month interest rates are higher than 2 / 5 / 10 
/ 20-year interest rates (see Exhibit A). Historically, such inverted 
yield curves have o�en (but not always!) preceded a recession. 
In�ation for most goods has come down dramatically, and the 
housing component of in�ation will continue to decline; however, 
services in�ation continues to accelerate and services represent a 
material part of consumer spending (e.g. �xing your automobile, 
going to the doctor). Many important industries are reporting a 
downshi� in demand (autos, home sales, banking, shipping). For 
example, rail car volumes were down 4-5% last year, a trend that 
accelerated in the second half of 2022. �is lower demand has led to 
some well publicized layo�s, especially in the tech sector, although 
unemployment nationwide continues at near record lows – 3.5%. 
Lastly, and without getting overly political, the House and Senate 
are now divided; while this will slow down regulatory and 
legislative changes, it will likely lead to a historic �ght over the debt 
ceiling later this year, and such uncertainty is never a good thing for 
the economy. Sometimes the economy follows a self-induced 
feedback loop where negative news leads to consumer and business 
cutbacks that become self-ful�lling, and we are in that danger zone 
now. While many leaders “expect” an economic decline, it remains 
to be seen how many will follow through on that idea, and our view 
is that it could go either way.
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We do hope the FED is not pressured by the marketplace to reduce 
interest rates too soon, since an economic slowdown would bring 
a siren call to cut rates immediately. With labor shortages 
persisting in many industries (the largest cost for most businesses), 
persistent wage in�ation would likely hinder long-term growth 
potential for the economy. �e FED's dual mandate of stable 
prices (moderate in�ation) and low unemployment has rarely been 
more at odds as they are now. Rising rates are a brake on the 
economy and reduces employment, while persistent in�ation is an 
insidious thief that robs value from all and erodes con�dence. Two 
other factors concern us for the long-term in�ation outlook, and 
the need for FED vigilance:
First, the sheer number of people who exited the labor force over 
the past several years. �is leads us to believe a chronic shortage of 
labor may persist, which bodes for continued upward wage 
pressure. 
Second, both business and government see the bene�ts and 
security of re-shoring manufacturing and diversifying supply 
chains. Our view is that these are very worthy goals, but such 
changes will almost certainly increase costs.
How do we, at Sterling Financial Group, intend to navigate such 
a challenging environment? With uncertainty high, we will 
continue to maintain elevated levels of short-term bond 
positions, while acknowledging that our overall bond allocation 
has been low for some time; we intend to increase that allocation 
over this year. We will stay focused on the long-term, as 
short-term noise ultimately masks the long-term wealth-building 
e�ect of markets over �ve- and ten-year cycles. Our commodity 
and real estate allocations appear well-positioned, and we may 
add to our value and dividend-paying equity positions. Our 
investment process does not rely on timing the interest rate cycle 
or picking the bottom of the stock market; we don’t believe 
anyone can do that with consistency. Fortunately, it relies on 
investments in long-term, cash-producing industries and sectors, 
that pay reasonable income, and have favorable valuation and 
demographic trends behind them. 
All the best to you and your families for 2023!

—Best regards, Michael

MICHAEL HATCH
CFP®, MBA, JD

A New Home for Mom
BY BERKELEY HARRISON, CFA

At some point, most of us will no longer be able to live 
independently. Having recently helped my mom get placed in 
a Continuing Care Retirement Community (CCRC), I have 
learned a great deal about this topic. While by no means a 
complete list, here are some things to consider, as well as some 
takeaways:

Kids & Parents Must Communicate
A�er our mom had a medical scare a little over a year ago while 
living alone in Tucson. My mom, sister and I began to talk 
more frequently about what mom’s preferences were, her 
concerns, and how she wanted assistance from me and my 
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book. I thoroughly enjoyed the story from the founding of the 
computer microchip industry and companies such as Fairchild 
Semiconductor, Texas Instruments, and others, to the general 
description of the manufacturing process for such chips today.  
Chris Miller has done a terri�c job of laying out the historical 
development of this incredibly important industry, including a 
background on the brilliant engineers and their resilience. He 
covers the modern-day structure of the industry, so�ware 
advancements, and the geo-political brinkmanship we now face. 

Particularly interesting to me, was the early applications of 
microchips in the US military, a feat that truly helped the US 
win the Cold War.  Importantly, he lays out the case that 
moving such chip production out of primarily California and 
Texas in the 1970’s was not solely for cost reasons but due to a 
lack of workers in these locales, especially in light of the 
Vietnam War raging as this industry developed. Once such 
expertise was developed in and around Hong Kong, Japan and 
later Korea and Taiwan, the industry �ourished there. 
Eventually the hub of design expertise and so�ware came from 
the US, but manufacturing shi�ed to Asia.

�e shortage of microchips for everything from cars to 
appliances during and a�er the pandemic has led to a 
re-thinking, and new strategies have emerged in the US to 
re-shore this essential industry, and major legislation has 
recently been passed to advance this process.  Developing such 
manufacturing expertise here in the US is sure to be a 5–10-year 
endeavor (or longer!), but still a very worthwhile goal that I am 
glad is getting broad support.  

As a side note, this is the third or fourth book I have now 
listened to via the app, Audible, a service I highly recommend. 
Such services as Audible rely on internet cloud-based streaming 
services, which of course were developed on the backbone of 
thousands, if not millions, of computer microchips.
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sister going forward. Although we are a close family, we live 
hours apart in the case of my mom, or on opposite coasts in the 
case of my sister, so talking more o�en about mom’s situation 
was key to the process. 

Don’t Hold Back
My sister and I had frank discussions with my mom about 
�nances, her desire and need to move, and what we felt might 
suit her best, etc. We all pondered the issues a great deal, over 
several months, taking stock in what we thought was the best 
outcome. Ultimately, mom decided she was going to move 
from her house in Arizona to a facility near one of our 
hometowns to be supported by one of her children as she 
grows older. Naturally, my sister and I each would have 
preferred to have our mother near us! �e most important 
thing we did not leave unsaid was “it’s about what is best for 
mom, not what we want”. 
�ankfully, our capable octogenarian mom toured the 
facilities in both locations that we each felt were closest to her 
needs, heard all the advice and input possible, pondered the 
pros and cons of the options for a few weeks, and ultimately 
came to her own conclusion. 

 

Establish Priorities Early
When I told my sister that I had met a retirement community 
consultant in my area, she looked for one near her. �is 
professional walked us down a list of “things to look for”, such 
as age of facilities, sta� to resident ratios, overall cleanliness, 
strength of facilities’ �nancial statements. My consultant 
mentioned to me on an early tour that the decision o�en 
comes down to two things:

Activities
�is is the “secret sauce” that gets people out of their 
apartments. In some cases, activities in the nearby community 
may be a big draw, such as shopping, art museums, gardens, 
etc., and of course, favorable weather doesn’t hurt. As access to 
cars disappears and mobility declines, activities inside each 
community take on a bigger importance. Exercise classes, 
swimming pools, sewing groups, book clubs, discussion 
groups, regular card games will take on a more important role. 
When choosing a facility, acknowledge current hobbies and 
areas of exploration to ensure engagement through activities.

Food
Dining in fancy restaurants away from the core facility will 
decline over time.  �e quality of food service and o�erings, as 
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well as the variety at the primary dining location is key to 
satisfaction. Each facility is di�erent, but a primary social 
activity of most retirement communities, each and ever day, is 
dinner.  Your circle of friends and the enjoyment of the meal is 
directly correlated to your level of happiness.

Be Open-Minded on Tours
Two of the surprising priorities that resulted from the facility 
tours were the friendliness of the sta� / residents, as well as the 
spaciousness of the overall facility. Did the sta� know the 
residents’ names and greet them as they passed them in the 
hallway? Do the residents appear to be greeting each other and 
gathering throughout the facility? Were the hallways narrow, 
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with the same impression. Closing down the dining hall on 
both nights was a good sign. On the way home on the second 
night, she grinned and nodded when I asked the simple 
question: “Did you �nd your people?”
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and California, as well as numerous phone calls between the 
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Fortune smiled upon us.  A little more than a month a�er her 
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supply bottlenecks have essentially disappeared, �nding workers is 
still di�cult for many industries and locations. Importantly, 
in�ation is on the decline (but still at elevated levels) and that has 
led to a sharp increase in consumer con�dence levels – one 
measure, the University of Michigan Consumer Sentiment survey 
unexpectedly rose nearly 10% in December, even though retail 
sales fell 1.1% that month. And although equity and bond markets 
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CHIP WAR: THE 
FIGHT FOR THE 
WORLD’S MOST 
CRITICAL 
TECHNOLOGY
BY: CHRIS MILLER

�e sub-title of this book 
says it all: “�e Fight For 
�e World’s Most Critical 
Technology”.

What a powerful (and long!) 

well as the variety at the primary dining location is key to 
satisfaction. Each facility is di�erent, but a primary social 
activity of most retirement communities, each and ever day, is 
dinner.  Your circle of friends and the enjoyment of the meal is 
directly correlated to your level of happiness.

Be Open-Minded on Tours
Two of the surprising priorities that resulted from the facility 
tours were the friendliness of the sta� / residents, as well as the 
spaciousness of the overall facility. Did the sta� know the 
residents’ names and greet them as they passed them in the 
hallway? Do the residents appear to be greeting each other and 
gathering throughout the facility? Were the hallways narrow, 
dark or institutional looking? If you want to learn more about 
a particular feature, such as an attached skilled nursing facility, 
is the sta� willing to spend extra time to take you there?

Gotta Walk In
A good rule of thumb is that most desirable retirement 
communities require that incoming residents be able to “walk 
in” the front door initially.  As explained to me, mobility is key 
to getting involved in activities and making new friends at the 
facility.  Otherwise, new residents feel detached and are o�en 
unhappy.

Proximity to Closest Child
No parent ever wants to feel like a “burden” on their children.  
Every time a child visits or picks up a parent, it’s a round trip.  
�ere’s a big di�erence between a facility located 5-10 minutes 
away and one that’s 25 minutes away or more.  

Feel
Ultimately, the choice must “feel right”.  �ere were a few signs 
that our mom was signaling her choice along the way.  
Residents with whom she had tea or shared a meal had told her 
that they wanted her to move in there, that they looked 
forward to spending time with her.  She went back for a second 
meal the following week and met more people, coming away 
with the same impression. Closing down the dining hall on 
both nights was a good sign. On the way home on the second 
night, she grinned and nodded when I asked the simple 
question: “Did you �nd your people?”
It was a lengthy process that required plane trips to Virginia 
and California, as well as numerous phone calls between the 
three of us.  
Fortune smiled upon us.  A little more than a month a�er her 
�nal tour, an opening occurred at her favorite facility.  A�er 
choosing carpet swatches and paint colors, mom looks forward 
to moving in later this spring. Best of luck on your journey 
mom, we love you very much!

simultaneously declined last year, both the valuation levels of 
stocks and the interest rate paid on bonds are much more favorable 
now – at fair but not bargain levels. Lastly, the dollar has come 
down from its 20-year high, (down 12% from Sept. 2022 highs) so 
selling goods overseas is easier for many US �rms, some of whom 
earn 40% or more of their sales from foreign markets.

Exhibit A: U.S. Treasuries Yield Curve as of 1/20/23

�e Negatives
Despite these strengths, we have not likely seen the end of Federal 
Reserve (FED) rate hikes, whose chair continues stating his 
conviction that rates will remain higher for longer until they are 
certain that the in�ationary cycle of the past 18 months has ended. 
Re�ecting this conviction, the yield curve is still inverted, meaning 
short term 3 / 6 / 12-month interest rates are higher than 2 / 5 / 10 
/ 20-year interest rates (see Exhibit A). Historically, such inverted 
yield curves have o�en (but not always!) preceded a recession. 
In�ation for most goods has come down dramatically, and the 
housing component of in�ation will continue to decline; however, 
services in�ation continues to accelerate and services represent a 
material part of consumer spending (e.g. �xing your automobile, 
going to the doctor). Many important industries are reporting a 
downshi� in demand (autos, home sales, banking, shipping). For 
example, rail car volumes were down 4-5% last year, a trend that 
accelerated in the second half of 2022. �is lower demand has led to 
some well publicized layo�s, especially in the tech sector, although 
unemployment nationwide continues at near record lows – 3.5%. 
Lastly, and without getting overly political, the House and Senate 
are now divided; while this will slow down regulatory and 
legislative changes, it will likely lead to a historic �ght over the debt 
ceiling later this year, and such uncertainty is never a good thing for 
the economy. Sometimes the economy follows a self-induced 
feedback loop where negative news leads to consumer and business 
cutbacks that become self-ful�lling, and we are in that danger zone 
now. While many leaders “expect” an economic decline, it remains 
to be seen how many will follow through on that idea, and our view 
is that it could go either way.

We do hope the FED is not pressured by the marketplace to reduce 
interest rates too soon, since an economic slowdown would bring 
a siren call to cut rates immediately. With labor shortages 
persisting in many industries (the largest cost for most businesses), 
persistent wage in�ation would likely hinder long-term growth 
potential for the economy. �e FED's dual mandate of stable 
prices (moderate in�ation) and low unemployment has rarely been 
more at odds as they are now. Rising rates are a brake on the 
economy and reduces employment, while persistent in�ation is an 
insidious thief that robs value from all and erodes con�dence. Two 
other factors concern us for the long-term in�ation outlook, and 
the need for FED vigilance:
First, the sheer number of people who exited the labor force over 
the past several years. �is leads us to believe a chronic shortage of 
labor may persist, which bodes for continued upward wage 
pressure. 
Second, both business and government see the bene�ts and 
security of re-shoring manufacturing and diversifying supply 
chains. Our view is that these are very worthy goals, but such 
changes will almost certainly increase costs.
How do we, at Sterling Financial Group, intend to navigate such 
a challenging environment? With uncertainty high, we will 
continue to maintain elevated levels of short-term bond 
positions, while acknowledging that our overall bond allocation 
has been low for some time; we intend to increase that allocation 
over this year. We will stay focused on the long-term, as 
short-term noise ultimately masks the long-term wealth-building 
e�ect of markets over �ve- and ten-year cycles. Our commodity 
and real estate allocations appear well-positioned, and we may 
add to our value and dividend-paying equity positions. Our 
investment process does not rely on timing the interest rate cycle 
or picking the bottom of the stock market; we don’t believe 
anyone can do that with consistency. Fortunately, it relies on 
investments in long-term, cash-producing industries and sectors, 
that pay reasonable income, and have favorable valuation and 
demographic trends behind them. 
All the best to you and your families for 2023!

—Best regards, Michael

MICHAEL HATCH
CFP®, MBA, JD

A New Home for Mom
BY BERKELEY HARRISON, CFA

At some point, most of us will no longer be able to live 
independently. Having recently helped my mom get placed in 
a Continuing Care Retirement Community (CCRC), I have 
learned a great deal about this topic. While by no means a 
complete list, here are some things to consider, as well as some 
takeaways:

Kids & Parents Must Communicate
A�er our mom had a medical scare a little over a year ago while 
living alone in Tucson. My mom, sister and I began to talk 
more frequently about what mom’s preferences were, her 
concerns, and how she wanted assistance from me and my 
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book. I thoroughly enjoyed the story from the founding of the 
computer microchip industry and companies such as Fairchild 
Semiconductor, Texas Instruments, and others, to the general 
description of the manufacturing process for such chips today.  
Chris Miller has done a terri�c job of laying out the historical 
development of this incredibly important industry, including a 
background on the brilliant engineers and their resilience. He 
covers the modern-day structure of the industry, so�ware 
advancements, and the geo-political brinkmanship we now face. 

Particularly interesting to me, was the early applications of 
microchips in the US military, a feat that truly helped the US 
win the Cold War.  Importantly, he lays out the case that 
moving such chip production out of primarily California and 
Texas in the 1970’s was not solely for cost reasons but due to a 
lack of workers in these locales, especially in light of the 
Vietnam War raging as this industry developed. Once such 
expertise was developed in and around Hong Kong, Japan and 
later Korea and Taiwan, the industry �ourished there. 
Eventually the hub of design expertise and so�ware came from 
the US, but manufacturing shi�ed to Asia.

�e shortage of microchips for everything from cars to 
appliances during and a�er the pandemic has led to a 
re-thinking, and new strategies have emerged in the US to 
re-shore this essential industry, and major legislation has 
recently been passed to advance this process.  Developing such 
manufacturing expertise here in the US is sure to be a 5–10-year 
endeavor (or longer!), but still a very worthwhile goal that I am 
glad is getting broad support.  

As a side note, this is the third or fourth book I have now 
listened to via the app, Audible, a service I highly recommend. 
Such services as Audible rely on internet cloud-based streaming 
services, which of course were developed on the backbone of 
thousands, if not millions, of computer microchips.

New strategies have emerged
 in the US to re-shore this 

essential industry.

“

”

Ultimately, the choice 
must “feel right”. 

“

”

sister going forward. Although we are a close family, we live 
hours apart in the case of my mom, or on opposite coasts in the 
case of my sister, so talking more o�en about mom’s situation 
was key to the process. 

Don’t Hold Back
My sister and I had frank discussions with my mom about 
�nances, her desire and need to move, and what we felt might 
suit her best, etc. We all pondered the issues a great deal, over 
several months, taking stock in what we thought was the best 
outcome. Ultimately, mom decided she was going to move 
from her house in Arizona to a facility near one of our 
hometowns to be supported by one of her children as she 
grows older. Naturally, my sister and I each would have 
preferred to have our mother near us! �e most important 
thing we did not leave unsaid was “it’s about what is best for 
mom, not what we want”. 
�ankfully, our capable octogenarian mom toured the 
facilities in both locations that we each felt were closest to her 
needs, heard all the advice and input possible, pondered the 
pros and cons of the options for a few weeks, and ultimately 
came to her own conclusion. 

 

Establish Priorities Early
When I told my sister that I had met a retirement community 
consultant in my area, she looked for one near her. �is 
professional walked us down a list of “things to look for”, such 
as age of facilities, sta� to resident ratios, overall cleanliness, 
strength of facilities’ �nancial statements. My consultant 
mentioned to me on an early tour that the decision o�en 
comes down to two things:

Activities
�is is the “secret sauce” that gets people out of their 
apartments. In some cases, activities in the nearby community 
may be a big draw, such as shopping, art museums, gardens, 
etc., and of course, favorable weather doesn’t hurt. As access to 
cars disappears and mobility declines, activities inside each 
community take on a bigger importance. Exercise classes, 
swimming pools, sewing groups, book clubs, discussion 
groups, regular card games will take on a more important role. 
When choosing a facility, acknowledge current hobbies and 
areas of exploration to ensure engagement through activities.

Food
Dining in fancy restaurants away from the core facility will 
decline over time.  �e quality of food service and o�erings, as 
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• In 2021 the average car contained about 1200 microchips, valued at approximately $600, about twice as 
many as in 2020 (WSJ).

• A typical high-end microchip today has many billions of transistors that are 10,000 times smaller than the 
width of a human hair (Intel).

• Jack Kilby, a Texas Instruments engineer, is generally credited with inventing the microchip in 1958 and 
was awarded a Nobel Prize in Physics in 2000, some 40+ years later.

Interesting Facts


