March 7, 2023

Special points of
interest:

o The month of February
created losses for inves-
tors—the average US
stock fund fell 2.3%.

¢ Unemployment remains
abnormally low, leading
to rising expectations of
further Fed interest rate
increases.

o The latest higher-than-
expected inflation read-
ing from mid Feb has
caused investors to
reassess rate expecta-
tions.

e An upended real estate
market will likely see
parallels elsewhere,
though consumer spend-
ing remains robust.
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The Markets in February 2023

Continuing the seesaw monthly
market performance we saw in
the second half of last year, the
month of February created losses
for investors after a strong Janu-
ary. The DJIA lost 4.2% while the
S&P 500 index dropped 2.6%
and the Nasdaq lost 1.1%. The
average U.S. stock fund fell 2.3%
according to Refinitiv Lipper
data. Commodities were similarly
affected by the market’s malaise,
with crude oil prices on the NY
Mercantile Exchange falling 2.3%
and gold dropping 5.2%.

Fixed income dropped in sync
with equities as the average inter-
mediate-term bond fund lost

2.4% for the month. Conversely,

The Look Ahead

Just as investors were beginning
to believe in a ‘soft’ landing for
the economy, the latest higher-
than-expected inflation reading
from mid-February has caused a
reassessment. Investors now see
the possibility of Fed rate in-
creases up to as high as 6%,
which would almost certainly lead
to economic recession. In sync
with this updated view, mortgage

rates have been rising for the past

the yield on the 10-year Treasury
bond rose from 3.529% at the
end of January to 3.916% at the
end of February.

yment rate falls to 54-year low
ess rae was as low was in 1969

Yet demand for workers remains
strong in our domestic economy—
the unemployment rate fell to a
54-year low of 3.4% at the end of
January. Further, new weekly
applications for jobless benefits
also remained below 200k, near
the lowest levels on record. Be-

cause of the strong labor market,

four weeks as of March 2, their
highest level since early Novem-
ber, according to Freddie Mac.

Mortgage applications from home

Average rate on a 30-year fixed mortgage

Most recent peak
Nov.10,2022,708%

75%

the Fed continues to raise interest
rates, albeit at a smaller level at
their last meeting concluded Feb
1. Fed officials have repeatedly
stressed their concern that infla-
tion (5.4%, PCE price index)
remains stubbornly high, well
above their target rate of 2%. The
next Fed meeting will conclude
on March 22 and will likely fea-

ture another 25-bp rate increase.

YOURE RIGHT,
SON, ADDICTION

The Fed approved the smallest
interest rate increase of this cycle
(25 bp) on Feb 1 but warned that
‘ongoing’ rate hikes are needed.

buyers slid to their lowest level in
28 years on a seasonally adjusted
basis, according to the Mortgage
Bankers Association. An upended
real estate market will likely see
parallels elsewhere, though con-
sumer spending remains robust
with 1.8% growth in January.
Which will crack first—consumer
demand or inflation? The answer
will drive the Fed and markets in

the coming weeks.
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Disclaimers:

This publication has been prepared by Marco Rimassa, CFP®, CRPC®, CFA. The author certifies that
the views expressed in this publication reflect the author’s current personal views about the investments
or market/economic conditions described in this report. The author also certifies that there has not been,
is not, and will not be direct or indirect compensation from any of the sources or investments described in
this publication for expressing the specific recommendation(s) and view(s) in this publication.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to
herein. Any recommendation contained in this report may not be suitable for all investors. Although the
information contained herein has been obtained from recognized services, issuer reports or
communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates, or projections expressed herein may assume economic,
industry, and political conditions and/or current conditions at the time of issuance, which are subject to
change. Any quoted price or value is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it
will not form a primary basis for any investment decision. Investors must make their own determination
of the appropriateness of an investment in any securities referred to herein based on the legal, tax, and
accounting considerations applicable to such investors and their investing strategy. By virtue of this
publication, neither the author nor any owners, employees, or affiliated personnel shall be responsible for
any investment decisions based upon any of the information included herein.



