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MARKETUPDATE

What are clients and investors in general most worried about today and what can we do about it?

1. Has the Stock Market Peaked? Possibly
2. Is Inflation Transitory or Here to Stay for a While? Doubtful and Likely
3. Are we in another Housing Bubble? We very well could be
4. Will we have another Recession? Most definitely, but one never knows until we are already  
 in or on our way out of a recession.
5. Should I still be investing during this period of volatility? Absolutely

MARKETS
A year ago, I wrote the following in our Newsletter on the markets and inflation:

“There is definitely a sense of euphoria building in the market place. People are buying shares in businesses that they 
do not understand, and plowing money into unprofitable, speculative public companies. Speculators have FOMO 
(Fear of Missing Out) on the hottest new fads or craze – IPO’s (Initial Public Offerings), SPACs (Special Purpose 
Acquisition Company), Reddit trading, Cryptocurrencies, NFTs (Non-Fungible Tokens), and even home flipping. I 
don’t know if any or all of these are in a bubble, but I do see many similarities to the dot.com bubble of 1999/2000 
and the housing bubble of 2005/2008, neither of which ended well.”

“Waiting helps you as an investor and a lot of 
people just can’t stand to wait. If you didn’t get 
the deferred-gratification gene, you’ve got to 

work very hard to overcome that.” 
                               — Charlie Munger

Today there are some signs that the stock market may be 
topping, or that volatility is back in play after a year in 
hibernation.  You must remember as a long-term investor 
that the S&P 500 started 2022 on the heels of three solid 
years of double-digit returns that we all benefited greatly 
from. 2021 was a remarkably stable year – with a 27% 
return in the S&P 500. 

The chart on the next page from First Trust Advisors 
shows the historic intra-year declines vs. the full 

calendar year returns for the S&P 500. The gold bars 
and numbers each year represent the intra-year drop in 
the market and over the last several decades the average 
intra-year drop has been 14%. For 2021, we only saw one 
shallow pull back of -5% over the course of the year. In 
2022 we’ve already seen the S&P 500 fall into the 10+% 
correction range.

In fact, in 2021 we only had one -5% pullback during the 
year when historically we have had three or four. 



APRIL | 2022MARKETUPDATE

PAGE TWO

When it comes to 10% or more declines, we were due for one as we are more than double the average length of time 
between corrections (450 trading days versus 222 days) since the last time we had a 10% intra-year drop.  
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2021 WAS A REMARKABLY STABLE YEAR

A better question may be, did the market peak around 
the end of 2021?

One thing for sure is that the speculative stocks of early 
2021 sure did take their foot off the gas. Here are some 
of the famous flameouts of 2021 and why we do our best 
to avoid the euphoria of investing in speculative assets. 
These company founders are extremely wealthy and seem 
to be getting wealthier. However, the common investor 
buying into the frenzy seem to be getting poorer.

Stock 52-Week 
High

52-Week 
Low

% Swing

Clover Health $28.85 $2.11 -93%
Bark Box $15.28 $2.99 -80%
Peloton $129.70 $20.11 -85%
Virgin Galactic $57.51 $7.58 -87%
Draft Kings $74.38 $17.23 -77%
Robinhood $85.00 $9.93 -88%

At Stonegate Financial we focus on companies with 
strong earnings, that have shown the potential to 
increase stock buybacks or dividends overtime. 
Stock buyback and dividend growth are two of the 
fundamental keys to beating inflation over your lifetime 

and another important role in not outliving your  
assets. Of course, controlling your spending is the  
most important role.

INFLATION
Again, a year ago I wrote the following:

“We are seeing higher costs in almost everything 
we do, from home prices to autos, lumber, metals, 
fuel, food, clothing, appliances, home goods, etc. 
Milk seems to be the only commodity that did not 
increase in price in February.”

Inflation is running at 40-year highs and there doesn’t 
seem to be a near-term resolution to reducing the nearly 
7% year-over-year inflation rate. Many ask how did we 
get here so fast, and one of the main reasons is that the 
Government flooded the U.S. with COVID aid whether 
people needed the extra funding or not. They did this 
to prevent the economy from collapsing when they 
shut-down the economy in 2020. The shuttering of the 
economy led to supply chain disruptions that we are still 
trying to correct. COVID also led to a mass of people 
retiring early, leading to thousands of job openings. All 
of these things have significantly raised our cost of living 
and now the Federal Reserve really has one choice and 
that is to raise interest rates to slow down inflation. 
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If you are looking to make a new car purchase, you 
may be better off fixing up the one you already have 
and waiting until it is absolutely necessary to make that 
purchase.  According in Edmunds.com, January 6th, 
2022 the average monthly payment for a new car hit a 
record of $636. WOW!!!

HOUSING
Our friends at Investech have been following the housing 
markets peaks and valleys for several decades. As you 
see in the chart below, housing prices as compared to 
inflation are at an all-time high. Only time will tell 
what comes next. We are currently well above the 2005 
housing bubble.

Additionally, the cost of borrowing is going up 
significantly which could suppress future housing 
price increases.

Our son may soon be in the market as a first-time home-
buyer, but it’s not looking pretty in our area where the 
median cost of a home in Cary, NC is now $495,000, up 
23.7% year-over-year according to Realtor.com. I believe 
this is going to be true for most first-time home buyers in 
metro areas around the country. Home prices increased 
too much, too fast and now rates are on the rise. 

Here’s a very simple calculation to show you just how 
much rates have already gone up since year-end 2021 and 
what impact that has on actual mortgage payments.

Increasing Interest Rates and Mortgage Payments

Year 30-yr 
Fixed

Monthly 
Payment

$ Increase 
over 2021A

% Increase 
over 2021A

2021A 2.96% $1,661
2022A 4.16% $1,927 $266 16.03%
Hypo 5.50% $2,248 $587 35.37%

Source: www.freddiemac.com/pmms/pmms30

Source: https://fred.stlouisfed.org/series/MORTGAGE30US

Source: https://www.realtor.com/realestateandhomes-search/Cary_NC/
overview

When thinking of housing costs and borrowing to 
purchase a home, lenders follow the guideline that 
a borrower’s housing payment (including principal, 
interest, taxes and insurance) should not be higher than 
28 percent of their pre-tax monthly gross income.

One way to decide how much of your income should go 
toward your mortgage is to use the 28/36 rule. According 
to this rule, your mortgage payment shouldn’t be more 
than 28% of your monthly pre-tax income or Gross 
Income, and your total monthly debt payments should 
be less than 36% of your monthly pre-tax income or 
Gross Income.

This is also known as the debt-to-income (DTI) ratio.

RECESSION
A recession in layman’s terms is when we have two 
quarters of consecutive GDP contraction according to 
the National Bureau of Economic Research (NBER). 

The average length of recessions going all the way back to 
1857 is less than 17.5 months. Recessions since 1857, have 
occurred on average, about every 3-4 years. The most 
recent recession was the Pandemic Recession.

Historically, the best time to buy stocks is when the 
NBER announces the start of a recession. However, 
this is typically when the average person is scared to 
death. Warren Buffet’s famous quote is very fitting at 
this moment “Be fearful when others are greedy and be 
greedy when others are fearful”. 

It typically takes the bureau at least six months to 
determine if a recession has started; occasionally, it takes 
longer. Often, by the time the bureau has figured out the 
start of the recession, it’s close to the end. Many times, 
investors anticipate the beginning of a recovery long 
before the NBER does, and stocks begin to rise around 
the time of the actual economic turnaround.

In the most recent case, the NBER called the end of the 
Pandemic Recession on July 19, 2021, or 15 months after 
it ended. Meanwhile, the S&P 500 gained 50% from 
April 30, 2020 to July 14, 2021.

www.freddiemac.com/pmms/pmms30
https://fred.stlouisfed.org/series/MORTGAGE30US
https://www.realtor.com/realestateandhomes-search/Cary_NC/overview
https://www.realtor.com/realestateandhomes-search/Cary_NC/overview


APRIL | 2022MARKETUPDATE

PAGE FOUR

Source: https://www.kiplinger.com/slideshow/investing/t038-s001-
recessions-10-facts-you-must-know/index.html#:~:text=How%20
Often%20Do%20Recessions%20Happen%3F&text=Again%2C%20
since%201857%2C%20a%20recession,and%2Da%2Dquarter%20years.

PSYCHE OF INVESTING
$ Loss on Investment Amount

Investment 
Amount

4% 
Loss

10% 
Loss

$200,000 $8,000 $20,000
$2,000,000 $80,000 $200,000

This very simple chart above gets into the emotional side 
of money. As your portfolio and wealth grow throughout 
your life the dollar value plays on your psyche more than 
the percentage drop in your portfolio. 

The more money you have invested the bigger the dollar 
value increases in good times and the bigger the dollar 
value decreases during corrections, even though the 
percentage of gain or loss is the same. Many times clients 
or prospective clients will say things like “I’m down 
$120,000, which feels horrible”. The more money you 
have, the larger these figures will be. If you have a total 
of $2,500,000 invested and you are down $120,000 then 
you are down 4.8%, which as I explained in the markets 
section above, tends to happen multiple times per year 
on average.

The best way to think about investing is to pay yourself 
throughout your working years, before paying others. If 
you get a pay raise or bonus invest 50% and treat yourself 
to something fulfilling with the other 50%. If you do 
this throughout your earning years, you’ll be absolutely 
amazed at what you may be able to accumulate in your 
life-time. 

In the chart below we use a simple dollar-cost-averaging 
technique to illustrate making steady investments. 
You make an initial $10,000 investment in the S&P 
100 equal weighted index and then each month you 
contribute $1,000 over a 20-year time-period. You 
would have invested a total of $250,000 throughout the 
20-year period through good and bad times and you 
amassed approximately $956,000. This is the power 
of compounding returns along with steady investing 
during your accumulation years. This is very similar 
to how many of us contribute to 401K or 403b plans 
throughout our lives. 

Trey will explain the different buckets or types of 
accounts in his Financial Planning Corner. In general, if 
you are earning income you should be making monthly 
investment contributions, in an amount that you can 
realistically afford, to a variety of different types of 
investment accounts.

FINANCIAL PLANNING CORNER
(Asset) Location, Location, 
Location! 
Trey Stilley, CPA
Financial Advisor, RJFS 
Partner, Stonegate Financial

We talk a lot about diversifying investments as a way 
to reduce risk inside of portfolios. While this is critical 
to a successful financial plan, we cannot forget about 
another means of diversification – that is among the 
types of accounts within the portfolio. What do I mean? 
I’m talking about establishing a mix of accounts with 
different tax characteristics, being strategic about the 
types of investments across accounts, and holding tax-
efficient investments within each account. This strategy 
is known as asset location. 

There are four types of accounts to consider: 

(1) Tax-deferred accounts like 401(k)s and  
traditional IRAs

(2) Tax-exempt accounts that grow and are 
distributed tax-free, such as Roth IRAs

https://www.kiplinger.com/slideshow/investing/t038-s001-recessions-10-facts-you-must-know/index.html#:~:text=How%20Often%20Do%20Recessions%20Happen%3F&text=Again%2C%20since%201857%2C%20a%20recession,and%2Da%2Dquarter%20years
https://www.kiplinger.com/slideshow/investing/t038-s001-recessions-10-facts-you-must-know/index.html#:~:text=How%20Often%20Do%20Recessions%20Happen%3F&text=Again%2C%20since%201857%2C%20a%20recession,and%2Da%2Dquarter%20years
https://www.kiplinger.com/slideshow/investing/t038-s001-recessions-10-facts-you-must-know/index.html#:~:text=How%20Often%20Do%20Recessions%20Happen%3F&text=Again%2C%20since%201857%2C%20a%20recession,and%2Da%2Dquarter%20years
https://www.kiplinger.com/slideshow/investing/t038-s001-recessions-10-facts-you-must-know/index.html#:~:text=How%20Often%20Do%20Recessions%20Happen%3F&text=Again%2C%20since%201857%2C%20a%20recession,and%2Da%2Dquarter%20years
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(3) Taxable accounts that carry capital gains tax 
implications

(4) Cash in the bank

Below we describe how a balanced mix of accounts 
provides flexibility in managing taxes once distributions 
begin, and how investment selection can impact your 
current and future tax situation.

Tax-deferred

Tax-deferred accounts are generally retirement 
accounts like a traditional 401(k) and traditional IRA. 
These accounts have some great advantages. For one, 
contributions are not counted towards income for 
tax purposes, so there is an immediate tax savings! 
Contributions then compound over time without any 
tax consequences inside the account. Since income, 
dividends, and gains are shielded from taxes, it is wise 
to hold investments that pay income which would 
otherwise be taxable, such as traditional bond funds. 
This income can be reinvested to further amplify 
compounding. While this is a great savings vehicle, keep 
in mind that distributions are taxed at ordinary income 
tax rates. And don’t forget about required minimum 
distributions, which begin at age 72 under current IRS 
rules. This could mean a hefty, unavoidable tax bill in the 
future, so don’t be afraid to “spread the love” across the 
other account types described below! 

Tax-exempt

This category is home to the Roth IRA, a “fan favorite”! 
While there is no up-front tax deduction, investments 
grow and are distributed tax free. Many 401(k) plan 
also offer Roth options, which are not subject to income 
limits like a Roth IRA. Building a healthy Roth balance 
over time can provide for tax-free distributions during 
important phases of retirement. For example, assume an 
individual retires at age 67, has a traditional IRA and Roth 
IRA, and does not plan to take social security until age 
70. Rather than reaching exclusively into their traditional 
IRA and paying taxes on all distributions, they might take 
their distributions from a combination of their Roth IRA, 
traditional IRA, and cash balances to minimize taxes and 
avoid exhausting one particular account. From a legacy 
planning perspective, Roth accounts are also a great way 
to leave tax-free assets to heirs. The types of investments 
here should typically mirror those found in tax-deferred 
accounts because income, dividends, and gains are forever 
sheltered from taxation. 

Taxable

These are accounts without any handcuffs or distribution 
rules. Unlike a traditional IRA or 401(k), there are no tax 
deductions when contributions are made. However, when 
gains are realized they are taxed at preferential capital 
gains rates so long as the positions have been held for 
over one year. This is typically 15% depending on income 
level. For 2022, this 15% rate applies to taxable income 
between $41,676 - $459,750 for single taxpayers and 
$83,351 - $517,200 for joint filers. This is another helpful 
tool for managing taxes during retirement, as it provides 
yet another bucket to draw from in order to avoid higher 
ordinary income tax rates. It’s important to keep an 
eye on the types of investments held in these types of 
accounts because income and gains on investments are 
not sheltered from taxes. For example, it may be to your 
advantage to hold municipal bond funds rather than 
corporate bond funds here because municipal bond 
interest is exempt from federal income tax. Typically, 
taxable accounts are set up as “Transfer on Death” 
(TOD), allowing for the designation of beneficiaries and 
avoidance of probate.

Cash 

When discussing account mix, we also have to consider 
cash balances. This is simply cash sitting in a bank 
account. Why is this so important? Let’s consider a 
scenario similar to the first few months of this year in 
which the market is volatile. Rather than taking money 
from the investment portfolio, it would be ideal to fund 
expenses with cash. This allows the portfolio to recover, 
at which time distributions can be made and cash 
replenished. Having a healthy amount of cash provides a 
nice buffer when markets aren’t cooperating. We typically 
recommend retirees build towards a cash balance that 
would cover at least one-year of living expenses. 

Making decisions about funding different types of 
accounts and paying yourself from these accounts 
during retirement can be complicated and challenging. 
Your Stonegate team understands the importance of 
diversifying your account mix. We have the experience 
necessary to help you overcome these complex 
challenges and work towards minimizing your taxes and 
maximizing your lifestyle. If you have questions about 
how these accounts work and how they fit into your 
specific plan, please let us know.

PAGE FIVE



Stonegate Financial is not a registered broker/dealer, and is independent of Raymond James Financial Services. Investment 
Advisory Services are offered through Raymond James Financial Services Advisors, Inc. Securities offered through 
Raymond James Financial Services, Inc., Member FINRA/SIPC
Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, CFP® (with 
plaque design) and CFP® (with flame design) in the U.S., which it awards to individuals who successfully complete CFP Board’s initial 
and ongoing certification requirements.
Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, authorize or sponsor any 
of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any website or the collection or use of 
information regarding any website’s users and/or members.
While we are familiar with the tax provisions of the issues presented herein, as Financial Advisors of RJFS, we are not qualified to render advice 
on tax or legal matters. You should discuss tax or legal matters with the appropriate professional. RMD’s are generally subject to federal income 
tax and may be subject to state taxes. Consult your tax advisor to assess your situation.
Raymond James and its advisors do not offer tax or legal advice. You should discuss any tax or legal matters with the appropriate professional.
This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.  Dividends are not guaranteed and must 
be authorized by the company’s board of directors.  Dollar-cost averaging cannot guarantee a profit or protect against a loss, and you should 
consider your financial ability to continue purchases through periods of low price levels.
RMD’s are generally subject to federal income tax and may be subject to state taxes. Consult your tax advisor to assess your situation.  
Contributions to a traditional IRA may be tax-deductible depending on the taxpayer’s income, tax-filing status, and other factors. Withdrawal of 
pre-tax contributions and/or earnings will be subject to ordinary income tax and, if taken prior to age 59 1/2, may be subject to a 10% federal 
tax penalty.  Like Traditional IRAs, contribution limits apply to Roth IRAs. In addition, with a Roth IRA, your allowable contribution may be reduced 
or eliminated if your annual income exceeds certain limits. Contributions to a Roth IRA are never tax deductible, but if certain conditions are met, 
distributions will be completely income tax free.  Roth IRA owners must be 59½ or older and have held the IRA for five years before tax-free 
withdrawals are permitted. 
Income from municipal bonds is not subject to federal income taxation; however, it may be subject to state and local taxes and, for certain 
investors, to the alternative minimum tax. Income from taxable municipal bonds is subject to federal income taxation, and it may be subject to 
state and local taxes.

204 Towne Village Drive
Cary, NC 27513
919-460-4688
www.SGFNC.com

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other expenses, which will 
affect actual investment performance. You cannot invest directly in any index. Individual results may vary. Past performance is not a guarantee 
of future results.
Opinions expressed are those of Stonegate Financial and are not necessarily those of Raymond James. All opinions are as of this date and are 
subject to change without notice. This information has been obtained from sources considered to be reliable, but we do not guarantee that the 
foregoing material is accurate or complete. Any information is not a complete summary or statement of all available data necessary for making 
an investment decision and does not constitute a recommendation. Investments mentioned may not be suitable for all investors.
The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter. The S&P 500 
is a broad based measurement of performance of 500 widely held common stocks. The Barclays Aggregate Bond Index is diversified index 
measuring approximately 6,000 investment grade, fixed rate taxable securities. The MSCI EAFE index is designed to measure the equity market 
performance of developed markets excluding the US & Canada. 
International investing involves additional risks such as currency fluctuations, differing financial and accounting standards, and possible political 
and economic instability. Also, investing in emerging markets can be riskier than investing in well-established foreign markets. There is no 
assurance any of the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a loss, including 
the loss of all principal. 
Investing involves risk and you may incur a profit or loss regardless of strategy selected, including diversification and asset allocation.
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ANNUAL SHREDDING EVENT –  
Saturday, April 30th 
Please feel welcome to let your friends and neighbors 
know that we will be holding our annual shredding event 
on Saturday, April 30th from 9-11 in our parking lot of 204 
Towne Village Drive in Cary, NC 27513. 

ANNUAL ICE CREAM SOCIAL –  
Wednesday, August 10th 
Mark your calendars! We look forward to again host the 
Two Roosters Ice Cream Truck in our parking lot on 
Wednesday, August 10th from 7-8:30pm.

AROUND THE OFFICE
Alex and Lane are finishing their 
final preparations for Baby Girl 
Greene’s arrival! They are eagerly 
awaiting the big day and are 
officially on “baby watch” with 
her due in mid-April. Alex looks 
forward to spending a couple 
weeks at home enjoying lots of 
quality time with his growing 

family before returning to the office. Here is a picture of 
Alex and Lane at the surprise shower we had last month. 
We will be sure to keep you posted!

Trey and his wife, Ann Garrett, are currently renovating 
their kitchen and dining room.  They are excited about 
new floors, cabinets, and a new countertop!  They look 
forward to hosting friends and family in the updated 
space when it’s complete in the coming weeks, and are 
even more excited to regain access to a working oven and 
stove once the project is over!

Lots of excitement in the Rickenbaker family! Heather 
and Thomas welcomed their new nephew to the family 
last month and are expecting another niece to arrive in 
April (a week after Baby Greene’s due date). This means 
more trips to Virginia in the next few months to see the 
little ones. Most recently they just took a trip to Harpers 
Ferry, WV to visit some friends that they hadn’t seen in 
a few years. Springtime in WV can be pretty wild! In 
one day it went from being sunny and the mid-50s, to 
freezing and hailing, back to sunny, and then snowed off 
and on for a couple more hours. It’s a beautiful state with 
lots of good hiking spots and they are looking forward to 
returning to WV at the end of April to visit some other 
friends in a different part of the state. 

Terry and Becky enjoyed 
spring break with their 
daughter in Utah. They 
ventured down to Moab 
for hiking in that area 
including Arches NP, then 
skied during the week up 
in Park City. They also 
had some warranty work 
completed on the RV and 
look forward to some short trips this spring including a 
visit to High Point, NC for Kelly’s college graduation!

Lauren recently spent time in Florida visiting her parents 
and has enjoyed exploring the Wendell community. 
Her calendar outside of work is filling up with various 
opportunities to coach and inspire youth in the arts, 
which brings her great joy and fulfillment!

www.SGFNC.com

