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Good afternoon and welcome to the Rise Advisor's quarterly market update for our 
frameworks, portfolios for what is the start of the fourth quarter 2022. This is Zach 
Harrington, Chief Investment Officer at Rise Advisors. And I wanna thank you for taking the 
time to watch today's presentation as we talk through shifting market conditions, changes to 
Fed policy and some of the upcoming changes in your portfolio that'll take place both here 
this week, which is the week of the 10th, 2022, and the rest of the year leading into the start 
of 2023. 

When we look at how 2022 is shaped out, we've been having a lot of conversations 
with clients lately about how unique this year has been for diversified investors. And so, what I 
wanted to take a chance was to show this interesting chart here, looking at a 60-40 portfolio. 
So 60% stock, 40% bonds, and looking at it through the end of August. Now the market 
rallied from mid-June to the end of August and really suffered pretty significantly about 
additional seven to 8% for diversified investors during the month of September. But this 
illustration here, to me, shows just how dramatic the negative performance has been for ASA 
allocated investors. 

So going all the way back to 1976, what you'll see here is periods of time and how 60-
40 portfolios have behaved. Couple of really important things to take a look at. The volatility 
that we've experienced thus far in 2022 is rather unique, especially when you consider the 
sheer magnitude of the bond volatility that investors have experienced. 

Equities have been rough, but bonds have been pretty rough as well. So, when we look 
at how these years shake out, what's important to look at is that in years following these 
negative performance years, you get some really, really good total return performance within 
a 60-40 balanced portfolio. So that's something to be optimistic about, but when we look at 
the volatility, it's pretty unprecedented. 

When we look at this chart here, what we're looking at here is the percentage of days 
where the S&P 500 was down greater than 1% in a normal year. This happens anywhere from, 
you know, one in every 20 days to one in every 25 days or so. Usually, once or twice a month, 
the S&P 500 is down greater than 1%. Then you have these anomaly years, 2002 with the 
Tech Bubble, 2008 with the Great Recession. And here we are in 2022 year to date and you're 
looking at almost one in four days this year where the S&P 500 was down greater than 1%. 

One of the big drivers of this has been the Federal Reserve in 2021, they kept feeling 
that inflation was transitory and it was something that was gonna pass as supply chains 
resolved and they really got that wrong. So, when you look at the sheer pace of Federal 
Reserve rate hikes here in 2022, relative to historical rate hiking cycles, it's been aggressive. 
And so when we look at this, this is our current rate hiking cycle we've been on. We went from 
a 0% fed fund rate all the way up to over 3% fed fund rate in just a nine-month period. If you 
go back and look at other times where we've accelerated quickly, 1994, which had some credit 
issue as well as the early eighties, they did a similar rate hiking schedule over an additional 
three to seven months. And most of these cycles get dragged out over the span of a couple of 
years. So, when you have a Federal Reserve that's increasing rates the way they have here in 
2022, you start to have concerns over slowing economic growth, which hurts equity prices. You 
have yields increasing to a point where those yields become more attractive than investors are 
willing to go into the bond market. 

It creates a really difficult investment environment both on the stock and bond side. 
And so when we look at the Federal Reserve and what they've come out and said, what you're 
looking at here is basically projections and expectations for what's called the Federal Reserve 
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Fed fund rate. This is the interest rate that basically determines how every loan, bond, et 
cetera is priced forward looking. So when we look at some of these cycles here, you have, early 
2000s of the Tech Bubble where they cut rates and then raised them leading into the 
recession. Had historically low interest rate policy over this last 12 to 13 years coming out of 
‘08. And when we cut to zero to start the pandemic, we had remained there. We had a brief 
little increase to start the year. And now the Federal Reserve says that by the end of the year 
they wanna be at about 4.5%. 

So, what that means is we went from a 0% fed fund rate to a 4.5% Fed fund rate and 
bond assets come under really large pressure from a price standpoint when this takes place. 
Now when we look at this, we think there is opportunity. And so when you look at portfolios 
that had short duration like our bond portfolios within the frameworks, you've been pretty 
insulated to this rate hiking. So what this allows us the opportunity to do is as the Fed 
continues to raise rates a little bit to end the year and gradually works their way back down 
to their long term target over this next two and a half or three years, we have an opportunity 
to do what's called adding duration back into your portfolio. And that's exactly what we're 
gonna work on doing here over the coming weeks to months at RISE advisors within our 
frameworks portfolios. 

So when we look at the bond market itself, as I noted with interest rates coming up, 
you're getting real yield in your bond portfolio. So the aggregate bond index, which is the 
investment grade US bond market, essentially you are getting a yield of almost 4.3% on that 
bond portfolio. And so, what that does is it really mitigates the downside risk of the Fed 
continuing to raise rates. If we look at this here, what this chart right here is showing is what is 
the upside or downside of the risk reward payoff of Fed policy. 

The Federal Reserve increases rates by 1% again, aggregate bonds would expect to 
have a 2% sell off. And so what that means is they're gonna go down 6%, but over the next 12 
months you'd earn a 4.3% dividend yield. And so you'd end up being down around 2% for that, 
that downside risk. 

But to the upside, if the Federal Reserve stays on this track that they've outlined where 
they're gonna get up to a 4.5% fed fund rate and back down to 2.5% over these next couple of 
years, for every 1% rates fall, this portfolio has the potential to have a 10.7% return for those 
aggregate like bonds. 

That leads into what we're gonna do here in the frameworks portfolios, both in 
October and as the year progresses. So, on Friday, October the 14th we are gonna go ahead 
and make some TRA changes in your frameworks portfolios. For anybody in the more 
conservative frameworks, we'll be removing global bond exposure, which is ticker symbol 
HFAIX. We're concerned that the global bond market has some real recessionary risks as 
Europe continues to struggle with slowing growth, currency issues, energy crisis due to the 
Russia, Ukraine crisis that continues to take place. So, we wanna limit that exposure. We'll be 
removing that position and we'll be replacing it with core bond exposure which gets us right 
back into where we want it to be, which is right in this aggregate like bond piece. 

So that trade is gonna take place and it's the same expectation as rates gradually fall 
over these next couple of years. We're expecting rate of return somewhere in that based on 
how depreciated those bonds are right now. 

for all of our client frameworks in November of 2021, we introduced a couple of pretty 
unique positions. We introduced FLOT and we introduced JAAA. The goal there was cutting 
duration because we expected the Fed to aggressively hike rates and that's exactly what they 
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did. So, what we're doing now by adding duration back in is we'll be reducing JAAA by one 
third on Friday the 14th. 
And we're gonna add that to DFCF, which is your dimensional core fixed income ETF. And 
we're gonna continue to do this over the coming months as we add duration. So, you're gonna 
see JAAA gradually be removed from the portfolio over the next couple of months and then 
to start 2023 you'll gradually see FLOT be removed and we're gonna continue to add to that 
AGG like exposure because we do feel that it creates a lot of opportunity. 
So that's all for right now. I really appreciate you taking the time to listening to our quarterly 
market update. On behalf of my partners, Stephanie Kelm, Scott Klatt, Mark Jones, and our 
staff, Angelica, Danielle and Jenna, I want to thank you for your business here at Rise 
Advisors and your continued trust in how we're managing your assets and coordinating your 
financial plan. If you have any questions at all, please feel free to reach out to us. We're 
always here and available to talk through your accounts on a more personal basis. Thank you 
and have a great day. 

 


