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It might be a good idea to
harvest losses now and not
wait until the very end of the
year. There may be stocks you
want to buy back after 30 days
to avoid wash sale and
seasonally, November and
December tend to be better
months than September and
October.

Admission Tests

Many colleges are now test
score optional. fairtest.org can
help navigate this new
admission environment. Not
submitting scores has risk for
both admission and financial

aid.

Social Security

The cost of living adjustment
for those receiving social
security is an 8.7% increase
starting January 2023. For SSI
beneficiaries, the increase will
take effect on December 20,
2022. In January 2022, the
COLA adjustment was 5.9%.
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Perspectives

I read a Tweet that was posted by long-time technical analyst, Walter
Deemer that said, “In a bear market, the surprises tend to be
negative.” This was the case this past week when contra to analysts
saying inflation is moderating, the CPI came in stronger than
expected. With inflation stubbornly high, mostly due to housing and
shelter costs which make up over 30% of the CPI, all those
anticipating a Fed pause or even lower its expectations of how high
rates need to go, were disappointed. After the CPI report was
released, the Dow Jones Industrial Average proceeded to fall over
500 points. In a stunning turn of events the Dow Jones did an about-
face and ended the day up over 800 points - a 1,300 point intra-day
swing. Instead of this wild day sparking a rally, the market fell over
the next two days. The bear is still alive and well. What will change
a bear to a bull? Inflation has to come down. The next CPI report
comes out on November 10th. The Fed seems resolute in its
campaign to fight inflation. There is talk (and some truth) that if by
raising rates so quickly, the global financial markets may become
unstable, requiring the Fed to intervene. There is some precedent for
this and in the UK and Japan, bond markets are having difficulty. |
would not assign a high probability to this but Fed intervention to
case global market conditions would be a lift for stocks. If there is
some resolution to the Russia/Ukraine conflict, markets would rise.
This too seems a low probability event in the short-run. Earnings
season is here and if corporate profits hold up, that would be helpful
to stocks. The math holds that P/E multiplied by earnings equals
stock price. Rising rates has lowered the market’s P/E from over 20
to now about 16. Earnings estimates have gone down but not by that
much. If earnings hold up, investors could feel relieved and buy
stocks. The stock market usually moves in advance of events. We
are likely to see the market bottom before the economy does and
before interest rates top out. Investors need to be nimble and open-
minded and not let recent price action prevent them from re-
positioning their portfolios from defense to offense. For now though,
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‘But I don’t want free financial
advice. I just want candy.”

Something Else

Tonight, October 15, Broadway
dimmed its lights for one minute
to honor Angela Lansbury who
passed away at the age of 96.
Her career spanned an incredible
75 years. Over the years
Broadway honored her with six
Tony Awards. Her Tony-winning
performance as Mame Dennis in
1966 made her a star. In 1979 she
won the Tony as the human pie-
maker Nellie Lovett in Sweeney
Todd. In addition to theater, she
appeared in film and TV. Her Miss
Marple-esque role in Murder, She
Wrote made her a national
household name.
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we are in a bear market and investors need to exercise caution. Until
proven otherwise, surprises still favor the bears.

Out Of The Box

Other than cash, there is nowhere to hide in a Bear Market. Market
strategists might tell you that real estate, gold and commodities are
the place to be when there is inflation. We have been experiencing
the biggest increase in inflation since the 1970’s and yet the
Vanguard Real Estate ETF (VNQ), is down 33% this year. The
SPDR Gold ETF (GLD) has declined 8.4% in 2022 (down 20% since
March 2022) and while commodities were very strong first due to
COVID supply dislocations and then due to the Russia/Ukraine War,
the Invesco Commodity ETF (DBC) peaked in early June and has
declined almost 18% since. For reference, the S&P500 is down
about 24% year-to-date. It is important to understand that markets
are not simple, one-dimensional systems. As an example, two forces
came into play in this bear market cycle that have not been
supportive of commodity prices. First, commodities do not produce
cash flow. As such, rising interest rates increase the opportunity cost
of putting the money you would invest in commodities into some
asset like US Treasuries that throw off interest income. Higher
opportunity cost lowers the price of an asset like commodities. The
second feature we are experiencing is a strong US dollar. Most
commodities are priced in US dollars and therefore become more
expensive to most of the world. This hurts global demand, putting
downward pressure on commodity prices. Most individual investors,
aside from their home, invest in real estate through real estate
investment trusts or REITs. Rising inflation helps real estate if
landlords are able to increase rents or if hotels can increase room
rates. However, the rapid interest rate increases hurt the value of all
assets, including real estate. Additionally, real estate is financed by
debt and if rates rise, the cost of debt increases, squeezing profits.
Plus recession fears call into question whether real estate owners can
raise revenues if overall economic demand is lower. Even within
real estate, different parts of the market can behave differently. For
example, the future of office buildings is clouded by the post-
COVID work from anywhere phenomenon. Hotels may benefit from
post-COVID “revenge travel”. Lots to analyze.
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