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standards as we deliver tailored portfolios and 
financial planning to reduce risk, improving the 
probability of our clients’ success.  

 . 

QUARTER COMMENTARY 
BY ALEC BETHURUM
SR. PORTFOLIO MANAGER

MISSION As a fiduciary we commit to excellence and high

diversification, dampening the effects of market 
volatility, risk cannot be completely avoided. There will 
be periods where markets will overreact to the news of 
the day and fear will overtake rationality. In those 
periods retirees should remember the equanimity of 
mind that got them to their retirement nest egg in the 
first place. 

Another characteristic of our recent retirees is that 
they have embraced planning and have been able to 
stick with their plan even when the fruits of that labor 
were still many years away. This willingness to engage 
in long term planning has provided significant benefit 
over the years. 

This too is a lesson to be maintained in retirement. 
Smart decisions today on tax planning, social security 
and trust and estate will be magnified over time and 
result in both greater enjoyment of your retirement 
years and a greater legacy for whomever your eventual 
beneficiaries may be. 

With the markets having experienced significant gains 
in recent months, particularly from the Covid driven 
lows in 2021, we think it is important to remind all 
clients that there will be cyclicality in the markets 
again and that prices will not always move higher.

Some of this cyclicality was experienced in the last 
weeks of the third quarter as both international and 
emerging equity markets declined 3-5%. Tech-oriented 
indexes experienced even deeper declines. Fixed 
income markets were also lower, driven down by the 
Congressional deadlock on increasing the debt 
ceiling. However, regardless of what may come in the 
short term we all will be best served by tuning out the 
noise, focusing on the process, and continuing to sing, 
“time is on my side, yes it is, time is on my side.”

and factory production were slowed by COVID related 
policies and protocols. The US economy was then 
confronted with the most basic of economic principles, 
supply and demand. 

A significant increase in supply of dollars coupled with a 
decline in available products resulted in an increase in 
the value of the products and a decrease in the value of 
the dollars. 

The Fed, reacting to the extraordinary situation of 
COVID, was forced to stretch its monetary rubber band 
and now is dealing with the ramifications of the resulting 
snap. 

This inflationary pressure and the resulting policy action 
to mitigate it was bad news for bond investors. Bonds, 
also stretched to new highs in the preceding years, had 
their worst 6 months in decades. 30 Year Treasuries 
were down over 20%. Considering coupon rates were 
below 3% in 2021, that’s 7 years of yield wiped out in 6 
months. 

The weak bond market meant that a traditional hedge to 
weak equities was not a hedge at all this time around.  
The textbook 60% Stocks / 40% Bonds portfolio was 
down over 15%.   

We have been aware of the stretched nature of 
many markets and have been making efforts to 
dodge the snap back, at least partially. Our 
alternatives have continued to perform well both on an 
absolute basis and in comparison to fixed income. Other 
strategies, like our equal weight S&P portfolio, have 
helped to dampen some of the declines. We are 
also using the weak market to employ the strategies 
we communicated in our previous letter to enhance long 
term value. 

Declines are never pleasant. However, these are the 
periods we have worked to prepare for. Volatile markets 
are when our  experience, objectivity and emotional 
discipline add the most value.
  

Markets  tend to behave  like  a rubber band.   A  band 
stretched only modestly in one direction will  have only 
a modest snap back, but a band stretched to an 
extreme will have a violent and often extreme snap 
back.

2001 was a year which resulted in a tightly stretched 
rubber band in nearly every market.  Interest rates 
were "stretched" to extreme lows, stock prices were 
"stretched" to extreme highs, housing prices were 
"pulled" higher, cryptocurrencies were "yanked" to new 
all-time levels and Fed-driven monetary expansion 
was historic.  

Like when your friend in middle school stretched a 
rubber band against your leg, you don't know when it 
is going to come snapping back but when it does it's 
going to hurt!

The first half of 2022 was our time for the requisite 
snap, and it did hurt.  Major domestic equity indexes 
experienced the largest first half decline in over 50 
years.  The S&P 500 was down 20% while the 
NASDAQ, a tech heavy index, was down over 30%.  

The first half also saw significant inflation, something 
we have not experienced domestically since the late 
1970's.  Proponents of a new theory, MMT (Modern 
Monetary Theory), had hypothesized that governments 
could expand the money supply with little 
consequence.  The Fed tested his hypothesis with a 
massive stimulus to offset the effects of COVID-19.  In 
an 18-month window, from 2020 to late 2021, the Fed 
expanded their balance sheet from 4 Trillion Dollars, 
accumulated over its history, to 8 Trillion Dollars.  4 
Trillion itself was a massive expansion from the levels 
the Fed held in 2008 of less than 1 Trillion. 

This huge wave of new dollars in the system was met 
with an offsetting decline in productivity as supply lines
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TD AMERITRADE - SCHWAB COMBINATION
BY FRANK STERNECK, FOUNDER; CIO; and BRANDIE GIFFIN, CCO; COO

As many of you are aware, TD Ameritrade and Schwab are in the process of  merging.  The integration has 
been taking place for some time behind the scenes. The formal transition is expected between April and 
September 2023.

They have presented the combination as taking the best of both firms to make 1+1=3. We have had 
considerable conversations both internally and with our TD and Schwab representatives to do everything we 
can to make the integration as seamless as possible for you.  

Schwab will be honoring existing TD Ameritrade application paperwork to support the transition to 
their platform, and clients will not be required to complete a new Schwab account application by using a 
consent option that will be communicated approximately 60 days in advance of the transition. Advisor 
authorizations will also transfer, along with recurring contribution and distribution authorizations coordinated 
by us and TD.  

Having said that, there will be some things that change and will require your attention and participation.  One 
change just implemented impacts Communication Preferences for TD Ameritrade statements and trade 
confirmations.  Preference changes from the Electronic to Paper distribution method, or vice versa, need to 
be done via Advisorclient.com, the on-line client portal.  Current preferences on the TD Platform will only 

If you have not yet activated your Advisorclient.com portal access, you are encouraged to do so now.  If you 
need assistance with your User Name or Password let us know and we can help.  You can also update your 
email address, home address, mailing address and phone number on the portal under “My Profile”.   Ongoing 
access to the client portal is also available on the top right of our website sterneckcapital.com.

Regardless of what technology platform you are using for virtual meetings, by asking each person in the 
meeting room to also log in with a laptop, we can easily create an even participation playing field for all 
attendees.  This is much more engaging than what otherwise appears to the out of office participants as a 
conference room full of far away, stick figures.  A pro tip is to have the in-office people use the conference 
room sound system, while staying on mute and fulling turining down the volume on their laptops.  

With hybrid schedules and meetings redefining how we work, it is important that we adjust our logistics as 
well as our mindsets to make meetings productive and engaging.

. 

RETHINKING MEETINGS
BY ROBIN STERNECK, PRESIDENT

A recent Gallup Poll indicates that in addition to 39% of employees that 
are working remotely at all times, an additional 42% of workers are 
utilizing a hybrid model that has them dividing their workweeks 
between home and the office.  With people joining our many daily and 
weekly meetings from various places, we need to rethink how we 
create an atmosphere that engages everyone and doesn't create 
barriers to participation from either group.  Experts say the short 
answer to this opportunity is two-fold:  eliminate the number of 
meetings held, which seems to be growing exponentially, and when 
you can't, better leverage technology.  

https://www.facebook.com/SterneckCapitalManagement/
https://twitter.com/SterneckCapital
https://www.linkedin.com/company/sterneck-capital-management-llc/about/
https://www.instagram.com/sterneckcapital/
BGiffin
Cross-Out




