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A s of this 
writing the 

S&P 500 (-18%) is 
approaching bear 
market territory (-
20%) and the tech-
heavy NASDAQ Index 
(-28%) has been there 
for about a month. During this correction bonds have provided little 
shelter with The US Aggregate Bond Index down 10%. Financial 
markets are facing several challenges including, the first bout of 
serious inflation in the US since the 1970’s, a Federal Reserve raising 
interest rates and withdrawing liquidity from the markets to fight 
inflation and a serious armed conflict in Europe involving a nuclear 
superpower. 

 

Addressing our thoughts on the war in Ukraine first, our research 
indicates that wars, large and small have little negative impact on 
financial markets after the initial shock wears off, especially on 
markets in non-combatant countries. That said, there is no way to 
predict the outcome of armed conflicts. The variables are just too 
great. This conflict, however, does carry additional concerns. It has 
created further supply bottlenecks and shortages in a global 

“You make most 

of your money in 

a bear market, 

you just don’t 

realize it at the 

time.” 
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economic environment already dealing with 
a severe bout of inflation caused by 
bottlenecks and shortages resulting from 
the fading, but persistent, COVID pandemic. 
Our biggest concern regarding the financial 
markets is the additive effect the Ukraine 
conflict will have on the global inflation 
problem. It’s very probable that Europe will 
be in for a very rough winter if the war 
continues that long. We are being cautions 
with non-US investments and are reviewing 
those holdings with and eye to increasing 
quality. 

The inflation problem is somewhat more 
complicated, as are the implications for your 
portfolio. Initially the sudden burst of 
inflation we saw late last year was caused by 
a great deal of stimulus, both monetary (the 
Federal Reserve) and fiscal (Congress) to get 
folks through the pandemic. The fiscal 
stimulus was particularly problematic 
because it put money right into people’s 
pockets. They, of course, had a strong urge 
to spend it. Unfortunately, we couldn’t make 
stuff fast enough and prices rose. Too much 

money 
chasing too 
few goods, the 
classic 
economic 
roots of 
inflation. If 
inflation gets 
a firm 

foothold and results in wage inflation, as it 
appears is happening, then it can get very 
“sticky”. The Fed has no choice at this point 
but to act by trying to slow the economy 

down by raising interest rates and 
withdrawing liquidity from the economy 
(reducing their balance sheet). Rising 
interest rates have a negative effect on the 
prices of existing bonds and on stocks as 
the earnings streams produced by 
companies are worth less in a higher rate 
environment, resulting in the drop in 
portfolio values that we have seen year to 
date.  

You may 
have also 
seen 
mentions in 
the news 
media that if 
the Fed 
must raise 
interest rates high enough to combat 
inflation, they may put the economy into 
recession. While this is certainly a possibility, 
we do not see recession as imminent as 
demand is still quite robust. Historically 
recession have occurred 18-24 months after 
the Fed begins raising rates, but recessions 
have not always resulted from Fed 
tightening cycles. If a recession does occur, 
we would expect it to be modest by 
historical standards due to the strength of 
the financial system and the US consumer.  

Looking ahead, we believe the inflationary 
pressures resulting from the pandemic will 
begin to recede this fall, although the 
extremely tight labor market conditions that 
are driving wage inflation may persist for 
quite some time causing inflation to run 
slightly above the Fed target of 2%.  



 
Visit www.visitpsionline.com/news for more 

Matt has been very involved in multiple volunteer opportunities within the Harrisburg 
community over the last several months.  Here at PSI Capital Management, we are 
committed to our community & beyond.  Check out our website to see the various 
organizations we proudly support.  

Central PA Food Bank, Rotary, April 2022 Harrisburg Clean Up, April 2022 

At 3%, the 10-year Treasury seems to be 
pricing in quite a bit of Fed tightening, 
consequently most of the rise in 
intermediate term rates may be behind 
us. We also think that the equity market 
can recover from current levels as 
valuations are now more reasonable. If 
the markets receive any indication that 
the Fed will not have to raise rates as 
much as anticipated, the resulting rallies 
in both stocks and bonds could 
potentially be breathtaking. Your 
investment committee has been working 
hard to prepare your portfolios for the 

environment we see developing over the 
next 12 months. You advisor would be 
happy to meet with you and discuss the 
changes we have made and our outlook. 

As always, when things get rocky 
bailing out of the market is rarely a 
prudent action. Have a plan and stay 
the course. 

Greg Staub, CFA 
Managing Partner and Chief Investment 
Officer 
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We have exciting news to share on May 23rd!   

Check out our Facebook page  
to see what we are so excited about.   

PS - We couldn’t have done it without YOU!! 

  

339 West Governor Road, Suite 201, Hershey, PA 17033 
 

Our new office officially opened on April 1st and is just down 
the street from Penn State Hershey Hospital and across from 
Karns Grocery.   

If you currently meet with Scott or Matt in the Hershey office, 
we can not wait to see you at your next appointment in the new 
location. 



 

Don’t forget to visit us online at  www.visitpsionline.com and on 

By now, most of our clients know that Scott Smith is a 
very skilled, avid hiker.  You may have followed along 
with his past hikes and read about his adventures, 
but his next journey is going to be EPIC!!! 

This Fall, Scott and two Lancaster County business 
owners will embark on a 100+ mile hike to help raise 
money for charity!  

The two-week hike will kick off September 12, 2022 
at the Mason-Dixon Line and finishing off at the 
Swatara Gap State Park.    

Stay tuned for more updates, fundraiser events, and 
ways to support Scott as he prepares for this exciting 
charitable event.  

Every year, we look forward to putting together a fun-filled celebration  
of another year with you entrusting us in the good times and the bad.   

This year will have been no exception, and with our guidance and your trust, 
we are navigating it and hopefully provided a sense of calm  

to get through these uncertainties.   

As always, we love to shower our clients with a night of fun, food, drinks and 
entertainment.  Since Scott will be out on the trail in September, we are 

planning to have a special event in October 2022.   

This will be a event like no other!  We can’t wait to share more information as 
we get closer to planning this years event. 
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A Registered Investment Advisor 

Main Office 

147 North Shippen Street 

Lancaster, PA 17602 

Did you know… President Biden signed a bill last year making 
Juneteenth a national holiday, after the legislation passed Congress with 
bipartisan support. It was the first federal holiday created by Congress since 
1983, when lawmakers designated the third Monday in January as Martin 
Luther King Jr. Day.  Our office will be closed June 20th in observance of the 
new federal holiday. 

With 4 offices across Central Pennsylvania, 
our Advisors are ready to help you. 


