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2022 has been a strenuous year as the global economy deals with
inflation that has not been this high for over 40 years. On top of rising
cost in most goods and services, the stock market has entered a bear
market which is defined as a 20% drop in the S&P 500 index. During
these tough times, there are some proactive steps you can take. 



Source: Bloomberg, Lincoln Financial Group. 

Bear markets are never fun. It is a time where emotions are high as you
see your portfolio value fall quickly. It always feels like when the market
drops, it is an elevator ride on the way down and a stair climb on the way
back up. It is important to note however that bear markets present a
great historical buying opportunity if you have external cash and time to
leave that money invested. 

In fact, there have been 14 instances where the S&P 500 declined 20%
or greater since WWII. If you invested at the -20% mark and held your
money for the next 3 years, the average cumulative return has been
38%. If you left the money invested for the next 6 years, the average
cumulative return has been 79%. 

Bear markets can provide a strong buying
opportunity if you remain patient.

1.

 



 2.    Consider Purchasing I-Bonds through treasury
direct website.

 

I-bonds have been very popular this year and it is easy to see why.
An Inflation bond is currently yielding 9.62% on an annualized
return through October. You can only deposit $10,000 per person,
per calendar year but this is a safe way to earn a solid return. It is
important to note that the inflation rate is adjusted twice per year.
If overall CPI Inflation goes down, so will the interest rate of return.
Also, a reminder that you must hold a I-Bond for at least one year
minimum. This could be a great way to earn interest in a
conservative manner!



3. Building a budget on excel to monitor spending. 
 

When money becomes tight as we deal with higher prices, it
becomes critical to set a budget. This will help you see your net
monthly income vs fixed monthly expenses. You might realize by
doing a budget that you have too many subscriptions or are
spending to much on your cable bill. Excel has a budget tool I use to
help look at all my expenses and identify areas I can cut down and
improve on. This is an easy practice and very helpful to see where
you can save some cash each month.



     4. Consider converting pre-tax retirement plans into
a Roth IRA while the market is down.

 

When your pre-tax retirement account is down 20% or greater it could
be a good time to convert to an after-tax Roth IRA. Remember,
converting will cause a taxable event. However, if your account value is
down significantly, paying the tax now might make more sense for
certain investors. If / when the market rebounds, you will have all after
tax growth and further tax free potential growth over time. This could
be a good strategy if you have a year where taxable income is low and
you have excess cash to cover the possible tax liability from a Roth IRA
conversion. 



5.  Take advantage of the rising interest rates. 

The Federal Reserve continues along with their aggressive rate hike
policy in order to fight inflation. With the short term federal funds rate
rising, we have finally seen low risk investments offer more attractive
yield. For example, if you were to purchase a 1 year US Treasury on Sept
30, 2021 you would have earned 0.09% on your investment over the
next year. Today as of Sept 30, 2022, a 1 year US Treasury is now paying
near 4%. 

Money markets, which are a more liquid investment, are also now
looking attractive as a cash alternative. The yield on some money
markets are over 2.50% currently. 
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through Private Advisor Group, a registered investment advisor. Private Advisor Group and
Broadway Graham Wealth Partners are separate entities from LPL Financial.

A Roth IRA offers tax deferral on any earnings in the account. Qualified withdrawals of earnings from the account
are tax-free. Withdrawals of earnings prior to age 59 ½ or prior to the account being opened for 5 years,
whichever is later, may result in a 10% IRS penalty tax. Limitations and restrictions may apply.

All investing involves risk including loss of principal. No strategy assures success or protects against loss.

Traditional IRA account owners have considerations to make before performing a Roth RIA conversion. These
primarily include income tax consequences on the converted amount in the year of conversion, withdrawal
limitations from a Roth IRA, and income limitations for future contributions to a Roth IRA. In addition, if you are
required to take a required minimum distribution (RMD) in the year you convert, you must do so before
converting to a Roth IRA. 

Content in the material is for general information only and not intended to provide specific advice or
recommendations for any individual.  To determine which strategies or investments may be suitable for you,
consult the appropriate qualified professional prior to making a decision. All performance referenced is historical
and is no guarantee of future results. All indices are unmanaged and may not be invested into directly.  


