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Weekly Focus — Think About It

“l cannot teach anybody anything. | can only make them think.”
—Socrates, philosopher

THE MARKETS

Bad News Is Bad News, Once Again.

For months, investors have cheered bad economic news. When the United States economy
showed signs of weakness, stock markets often reflected investor enthusiasm. The thinking was
that bad economic news would persuade the Federal Reserve to slow the pace of rate hikes.
Inflation would slide lower, and recession would be avoided.

Last week, there was a shift in attitude.

On Wednesday, the Federal Reserve raised the federal funds rate by half a percent, as
expected. Over the course of this year, the fed funds rate has risen from near zero to 4.33
percent. That’s an enormous increase designed to drop inflation by slowing economic growth —
and the Fed expects growth to slow.

The dot plot is a chart that reflects the expectations of each member of the Fed’s decision-
making committee. It showed that Fed officials expect U.S. economic growth to slow next year.
The forecasts indicated gross domestic product (GDP), which is the value of all goods and
services produced in the U.S., could grow very slowly or even contract next year (it could
contract -0.5 percent or grow to 1.0 percent). Fed officials also anticipated the unemployment
rate could rise from a relatively low 3.7 percent to 4.6 percent.

The day after the Fed’s statement, the Commerce Department reported that retail sales
declined more than expected in November. That suggests economic growth may be slowing.

The stock market didn’t surge on the bad economic news. It retreated. Vildana Hajric and Lu
Wang of Bloomberg reported:

“For the first time in a long time, news that was bad for the economy was bad for the stock
market as well, more proof that recession fear has replaced inflation angst as that market’s
biggest bugaboo... Rather than rise on speculation that weak data would curb Federal Reserve
tightening, the S&P 500 dropped 2.5% on Thursday, while the Nasdaq 100 lost 3.4%. Small-cap
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stocks lost more than 2.5% and the VIX volatility gauge shot back above 22. The yield on 10-

year Treasuries hovered around 3.45%, down from a peak of 3.63% earlier this week.”

Last week, major U.S. stock indices finished lower, and the Treasury yield curve remained

inverted.
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S&P 500, Dow Jones Global ex-US, Gold, Bloomberg Commodity Index returns exclude reinvested dividends (gold does not pay a dividend) and the three-, five-, and 10-year
returns are annualized; the DJ Equity All REIT Total Return Index does include reinvested dividends and the three-, five-, and 10-year returns are annualized; and the 10-year
Treasury Note is simply the yield at the close of the day on each of the historical time periods.

Sources: Yahoo! Finance, Barron's, djindexes.com, London Bullion Market Association. Past performance is no guarantee of future results. Indices are unmanaged and
cannot be invested into directly. N/A means not applicable.

What Do You Know About Money and Finances?

When Annamaria Lusardi was a graduate student, she noticed something remarkable. People
who earned similar amounts during their working years didn’t arrive at retirement with the same
amount of wealth. The reason had a lot to do with financial decision-making that resulted from
low financial literacy.

A 2022 report from the Global Financial Literacy Excellence Center (GFLEC) found that, on
average, American adults answered about 50 percent of financial literacy questions correctly.
This quiz has a lot fewer questions than the GFLEC survey, but they may be quite challenging.

1. You have $1,000 in an account. It earns 4 percent interest each year, and you keep the
interest in the account. After two years, will you have:
a. $1,080
b. More than $1,080
c. Less than $1,080
d. |don’t know
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2. Your account earns 4 percent interest per year and inflation is 5 percent per year. After
one year, the money in the account will buy:
a. Exactly what it buys today
b. More than it buys today
c. Less than it buys today
d. 1don’t know

3. The monthly payments on a variable rate mortgage are not fixed. What happens to those
payments when rates increase?
a. Payments rise
b. Payments fall
c. Payments stay the same
d. 1don’t know

4. When interest rates move higher, bond prices move:
a. Higher
b. Lower
c. Stay the same
d. 1don’t know

5. You owe $1,000 on your credit card. The card company charges an interest rate of 25
percent compounded annually. If you make no payments on this credit card, how many
years will it take before you owe twice as much?

a. Two years

b. Three to four years
c. Four to five years
d. Six or more years.

Answers: 1) b; 2) c; 3) a; 4) b; 5) ¢
If you have any questions about the answers, let us know.
Best regards,

Andrew Zittell
Yerba Buena Financial Partners
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Sources:

Securities offered through “Your B/D Name Here”, Member FINRA/SIPC.

* These views are those of Carson Coaching, not the presenting Representative, the Representative’s Broker/Dealer, or
Registered Investment Advisor, and should not be construed as investment advice.

* This newsletter was prepared by Carson Coaching. Carson Coaching is not affiliated with the named firm or broker/dealer.
* Government bonds and Treasury Bills are guaranteed by the U.S. government as to the timely payment of principal and
interest and, if held to maturity, offer a fixed rate of return and fixed principal value. However, the value of fund shares is not
guaranteed and will fluctuate.

* Corporate bonds are considered higher risk than government bonds but normally offer a higher yield and are subject to
market, interest rate and credit risk as well as additional risks based on the quality of issuer coupon rate, price, yield,
maturity, and redemption features.

* The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock
market in general. You cannot invest directly in this index.

* All indexes referenced are unmanaged. The volatility of indexes could be materially different from that of a client’s portfolio.
Unmanaged index returns do not reflect fees, expenses, or sales charges. Index performance is not indicative of the
performance of any investment. You cannot invest directly in an index.

* The Dow Jones Global ex-U.S. Index covers approximately 95% of the market capitalization of the 45 developed and
emerging countries included in the Index.

* The 10-year Treasury Note represents debt owed by the United States Treasury to the public. Since the U.S. Government
is seen as a risk-free borrower, investors use the 10-year Treasury Note as a benchmark for the long-term bond market.

* Gold represents the 3:00 p.m. (London time) gold price as reported by the London Bullion Market Association and is
expressed in U.S. Dollars per fine troy ounce. The source for gold data is Federal Reserve Bank of St. Louis (FRED),
https://fred.stlouisfed.org/series/GOLDPMGBD228NLBM.

* The Bloomberg Commodity Index is designed to be a highly liquid and diversified benchmark for the commaodity futures
market. The Index is composed of futures contracts on 19 physical commodities and was launched on July 14, 1998.

* The DJ Equity All REIT Total Return Index measures the total return performance of the equity subcategory of the Real
Estate Investment Trust (REIT) industry as calculated by Dow Jones.

* The Dow Jones Industrial Average (DJIA), commonly known as “The Dow,” is an index representing 30 stock of companies
maintained and reviewed by the editors of The Wall Street Journal.

* The NASDAQ Composite is an unmanaged index of securities traded on the NASDAQ system.

* International investing involves special risks such as currency fluctuation and political instability and may not be suitable for
all investors. These risks are often heightened for investments in emerging markets.

* Yahoo! Finance is the source for any reference to the performance of an index between two specific periods.

* The risk of loss in trading commodities and futures can be substantial. You should therefore carefully consider whether
such trading is suitable for you in light of your financial condition. The high degree of leverage is often obtainable in
commodity trading and can work against you as well as for you. The use of leverage can lead to large losses as well as
gains.

* Opinions expressed are subject to change without notice and are not intended as investment advice or to predict future
performance.

* Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be
successful.

* Past performance does not guarantee future results. Investing involves risk, including loss of principal.

* The foregoing information has been obtained from sources considered to be reliable, but we do not guarantee it is accurate
or complete.

* There is no guarantee a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio.
Diversification does not protect against market risk.

* Asset allocation does not ensure a profit or protect against a loss.

* Consult your financial professional before making any investment decision.

* To unsubscribe from the “Enter the name of your commentary” please click here or write us at “Your Address Here”.

* To unsubscribe from the “Enter the name of your commentary” please reply to this email with “Unsubscribe” in the subject
line or write us at “Your Address Here”.

LPL Compliance Approval #1-05352219




WEEKLY MARKET COMMENTARY | December 19, 2022

https://www.bloomberg.com/news/articles/2022-12-15/stock-market-traders-discover-that-bad-news-is-bad-after-all
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22 Bloomberg Stock%20Market%20Traders%20Discover%20that%20Bad%20News%20is%20Bad%20Afterall 1.p

df)

https://www.newyorkfed.org/markets/reference-rates/effr
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20221214.pdf
https://www.reuters.com/markets/us/us-retail-sales-fall-more-than-expected-november-weekly-jobless-claims-
decrease-2022-12-15/
https://www.barrons.com/articles/fed-interest-rates-stock-market-51671240434?refsec=the-trader&mod=topics_the-
trader (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/12-19-

22 Barrons The%20Fed%20is%20Making%20a%20Mistake%20and%20the%20Stock%20Market%20Will%20Pay

5.pdf)
https://home.treasury.qgov/resource-center/data-chart-center/interest-

rates/TextView?type=daily treasury vield curve&field tdr date value month=202212
https://www.barrons.com/articles/everyday-decisions-wealth-retirement-annamaria-lusardi-51638573781 (or go to
https://resources.carsongroup.com/hubfs/WMC-Source/2022/12-19-

22 Barrons How%20Everyday%20Decisions%20Affect%20Your%20Wealth 7.pdf)
https://gflec.org/wp-content/uploads/2022/04/TIAA-Institute-GFLEC-2022-Personal-Finance-P-Fin-Index.pdf
https://www.goodreads.com/quotes/tag/knowledge

Andrew Zittell, CLU®, ChFC®, AIF®, RFC® is a registered representative with, and securities
offered through LPL Financial, Member FINRA/SIPC. Investment advice is offered through
WCG Wealth Advisors, LLC, a registered investment advisor. The Wealth Consulting Group,
WCG Wealth Advisors, LLC, and Yerba Buena Financial Partners are separate entities from
LPL Financial. 1-05108952

1010 B Street, Suite 217 | San Rafael, CA 94901
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