
 SEND TO A FRIEND   WEBSITE   BLOG     

2022.12.21
 

Welcome to the end of cheap money. Share prices
have been through worse, but the pain has been
intense this year. At the end of Q3 the S&P 500
index (the five hundred largest companies in
America) was down by almost a quarter, erasing
more than $10 trillion in market value.

Government bonds, usually a shelter from stocks,
have fallen sharply in value and treasuries are
heading for their worst year since 1949.
Meanwhile housing prices are falling,
cryptocurrencies have crashed and gold has not
glittered. The one bright spot has been
commodities, which have fared well -in part
because of war.

The explanation for this is rising interest rates, themselves the result of inflationary pressures not seen in
40 years. Investors are asking themselves whether we have begun an era of dearer money and are
scrambling to adjust to the new reality.

One positive of all of this is that expected returns will likely be higher. As interest rates fell in the bull years
of the 2010s, future income was transformed into capital gains. The downside of higher prices was lower
expected returns. By symmetry therefore, this year’s capital losses mean future real returns have gone up.

That said, no law dictates that asset prices that have fallen a lot, cannot fall further. Markets are jumpy as
they await signals from the Fed about the pace of interest rate rises. A recession in the United States
would crush profits, sending share prices down from present levels.

However, as Warren Buffet has observed: nervous or illiquid investors will sell at the bottom, and then
come to regret it. Those with skill, resolve and capital will take advantage of the higher expected returns
and do well going forward.

This is the message to take away, with only eight trading days to go before the end of the year. Staying
the course and allowing equity markets to do what they do best, incorporate all known information into
prices while remaining committed to one’s medium to long term financial goals, is the correct course of
action.  As with other periods of stock market distress, this has been shown to be fh correct course of
action time and again. It is our position that this time won’t be different.

Thanks for reading and wishing you and yours a Merry Christmas and holiday season with family and
friends! 
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a registered representative, through Worldsource Financial Management Inc., sponsoring mutual
fund dealer. Other Products and Services are offered through First Capital Financial Corporation.This
email and any attachments are intended only for the recipient(s) named in this email and may contain
personal and/or confidential information. If you have received this email in error, please email the sender
immediately, and delete the original email. Dissemination, distribution, or copying of all or any part of this
message by anyone other than the intended recipient(s) is not authorized.The information provided in this
email and/or attachment/s is solely for general and educational purposes and is based on the
perspectives and opinions of the owners and writers. It is provided with the understanding that it may not
be relied upon as, nor considered to be, the rendering of tax, legal, accounting, or professional advice.
Please consult an appropriate professional regarding your particular circumstances. References to third
party goods or services should not be regarded as an endorsement of those goods or services. All
information provided is believed to be accurate and reliable, however, we cannot guarantee its accuracy.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus and/or the fund facts before investing. Mutual funds are not
guaranteed, their values change frequently and past performance may not be repeated.
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