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The first quarter of 2023 had investors
sitting on the edge of their seats as the
equity markets took them for a bumpy
ride. In the end, the quarter did close
on a good note, with U.S. stocks having
a late quarter comeback following
some positive news that the Federal
Reserve’s preferred inflation gauge
took a dip in February after an uptick in
January. The core personal consumption
expenditures price index (PCE)
(excluding food and energy) increased
4.6% in February from a year earlier,
slowing from a 4.7% 12-month annual
pace in January. This was a welcome
sign that the Fed is gaining traction in
its long battle against inflation. (Source:
barrons.com, 3/31/2023)

The first three months of 2023 were

a classic example that volatility can

be very prevalent in equity markets.
Despite a banking crisis, stubbornly high
inflation rates, additional increases in
interest rates and economic uncertainty,
U.S. equities still managed to end the
quarter on a high note.

The Dow Jones Industrial Average (DJIA)
ended the quarter up 0.4%, after rising
3.2% in the last week of the quarter, its
largest one-week gain since the week
ending November 11, 2022. The DJIA
closed on March 31, 2023, at 33,274.

The S&P 500 rose 7.0% during the first
quarter, which is its best three-month
performance since the fourth quarter of
2021. The S&P 500 closed the quarter at
4,109. (Source: cnbc.com, 3/31/23)

KEY TAKEAWAYS

Despite the first quarter’s strong
performance, inflation rates remain

at levels still well above the Fed’s 2%
target range. The U.S. annual inflation
rate was 6.0% for the 12 months ending
February 2023, following a rise of 6.4%
in the previous period, according to U.S.
Labor Department data published March
14, 2023. Declaring victory and lowering
interest rates now could prove to be too
soon. Key indicators for the Fed are still
strong, including the unemployment
rate, which is at a 50-year low of 3.4%.

To sum it up, during the first quarter
of 2023, growth was modest, job
gains increased at a strong pace, and
unemployment remained low. While

S&P 500 410931  +7.0%

DJIA 33,27415  +0.4%

The Fed raised interest rates ending the quarter at target rate range of 4.75 - 5.00%.
The Fed is positioned to further increase federal interest rates in 2023, if necessary.
Inflation showed signs of slowing down, with a rate of 6% for the 12-month period

ending February.
Treasury yields are providing favorable returns.

Volatility will remain in the economic environment as we enter 2023.

Staying the course and maintaining the consistency of a well-devised plan has
historically served investors well.
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(As posted in Barron’s 4/3/2023)

Latest 1 Year

Week Ago
Fed Funds Rate* 4.85% | 0.34%
Bank Money 0.32% | 0.07%
Market?”
12 Month Cert” 1.61% | 0.20%

z- Bankrate.com (Source: Barron’s; bankrate.com)

* - Average Effective Offer

Securities offered through Royal Alliance Associates, Inc.
(RAA), member FINRA /SIPC. Investment advisory services
offered through Focus Financial. RAA is separately owned and
other entities and /or marketing names, products or services
referenced here are independent of RAA. RAA does not provide

tax or legal advice.
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MARKET UPDATE CONTINUED

inflation is showing signs of slowing, it remains elevated
and still poses a threat. With monetary policy changes
and signs of slowing growth, it is safe to say that
volatility should continue into the second quarter.

“Although inflation has been moderating in recent
months, the process of getting inflation back down

to 2% has a long way to go and is likely to be bumpy,’
Fed Chair Powell stated during a testimony before the
Senate Banking Committee in early March. (Source: npr.
org, 3/7/2023) The next FOMC meeting is set for May 2-3
and another rate hike could be enacted.

INFLATION & INTEREST RATES

Equities are most likely to continue to remain
hypersensitive, surging on positive news days, and
retreating when negative economic data is released. We
continue to abide by our belief that investing is a long-
term commitment and can provide a better safety net
than short-term trading and investing. As your financial
professional, we are committed to keeping you apprised
of any changes and activity that could directly affect you
and your unique situation.

Inflation peaked in the summer of 2022 and, since then,
has primarily been on a downward trend, but is still not
close to the Fed’s target rate of 2%. The bad news is the
Fed continued increasing the federal interest rate range
in the first quarter of 2023. The good news is the rate at
which they increased the range was not as steep as last
year’s rate hikes. On February 1, we saw a 0.25% increase,
bringing the interest rate range to 4.50 - 4.75%. Then
again, in March, the rate was increased by another 0.25%,
to a range of 4.75 - 5.00%. The Federal Reserve still
expects to bring interest rates to 5.1% by the end of 2023,
which means that they expect one more rate hike before
they pause. Today’s rates are currently at their highest
level since September 2007.

In the Fed’s quest for price stability, the March increase
represented the ninth-rate hike since March 2022, when
the rate range was only 0.25 - 0.50%. The silver lining
of these higher interest rates is certificates of deposit

and even savings accounts are yielding some of the best
returns investors have seen in a long time. It is now not
unusual to see some banks offering over 4% with CDs.

We are closer to the end of a Fed hiking cycle than the
beginning. However, there still could be some tightening
in the near future. The Fed will continue to monitor
information and key indicators before they stop the cycle.
Currently, Fed Chair Powell stated that, “rate cuts are not
in our base case” for the remainder of 2023. (Source: cnbc.
com, 3/22/2023)

As your financial professional, we are committed to
keeping a vigilant eye on all aspects of financial planning
that may affect you, including interest rates and inflation.
If youd like to know how these may affect your portfolio,
please contact us to discuss any strategies that may help
combat the effect on your personal situation.




INVESTOR'S OUTLOOK

It’s fair to say that the first quarter of 2023 was filled
with ups and downs. In January, we saw a decent
upward trend in equities, but then in February, the

Fed raised rates by .25%. Equity markets responded
unfavorably to the announcement. Finally, in March, we
saw another rate increase and a brand-new surprise
when three major financial institutions, Silicon Valley
Bank, Signature Bank, and Credit Suisse, collapsed. This
triggered more market instability and uncertainty. But
somehow, the quarter still ended on a positive note.

What will the next quarter and beyond bring for
investors? The past few years have taught us that

it's better practice to expect the unexpected and be
prepared for anything the economic environment
throws at investors, rather than trying to predict the
future of equity markets. No one can predict what the
future holds. Our goal as your financial professional is
not to try to predict the future but provide you with a
solid financial plan that is designed to best weather any
market environment. While past performance is not a
guarantee of current or future results, history shows us
that returns from equities after a recession have been
fruitful.

The Fed still has its eye on their goal of a 2% inflation
target and most Fed officials are anticipating one more
rate increase in 2023. The collapse of sizable banks
has created another concern for the Feds. In response
through the FOMC's press release on March 22, 2023,

they stated that they believed the, “U.S. banking system

is sound and resilient.” (Sources: bankrate.com. 3/29,/2023,
federalreserve.com, 3/22,/2023)

We stand by our belief that investing in equities is

a long-term commitment. Investors can expect to
continue to face a challenging market environment and
the need to look at long-term stability, quality, practicing
patience, and proceeding with caution are key to your
financial savviness. As we move into the second quarter
of 2023, we will continue to monitor your advisory
portfolios with a special focus on inflation rates, the
economic growth rate, and the tightening of monetary
policy.

We still advise keeping a long-term mindset. The coming
months could be filled with uncertainty and more
market volatility. Keeping your head down and your eyes
and ears away from media magnification can help you

as we enter the next quarter. Smart investing includes
having a long-term mindset and staying the course

of your well-devised and balanced financial plan. On
troublesome days, it can be helpful to avoid too much
exposure to the media.

Our goal as the steward of your wealth is to help you
through uncertain times like these. Please remember
that, as a valued client, we are accessible to you! Feel
free to contact us with any concerns or questions you
may have. We appreciate the trust and confidence you
place in our firm.



THE BOND MARKET & TREASURY YIELDS

Treasuries took a hit when the shutdown of Silicon Valley
Bank, the biggest bank failure since the financial crisis,
triggered many investors to run for cover in safer assets,
such as government bonds. The Monday after the Silicon
Valley Bank collapse, the 2-year Treasury yield posted

its biggest 3-day drop since the aftermath of the 1987
stock crash on October 22, 1987. The benchmark 10-year
Treasury note yield fell, settling at 3.543%. (Source: cnbc.
com., 3/13/23)

Despite all of this, bond prices rose as investors are
suspecting the Federal Reserve will not raise rates as high
as previously expected due to the banking crisis. Volatility

DISCUSS YOUR CONCERNS WITH US

Our advice is not one-size-fits-all. We will always consider your
feelings about risk and the markets and review your unique
financial situation when making recommendations. We pride
ourselves in offering:

 consistent and strong communication

* aschedule of regular client meetings

* continuing education for every member of our team on the
issues that affect our clients.

A good financial advisor can help make your journey easier. Our
goal is to understand our clients’ needs and then try to create

a plan to address those needs. We continually monitor your
portfolio. While we cannot control financial markets or interest
rates, we keep a watchful eye on them. No one can predict

the future with complete accuracy, so we keep the lines of
communication open with our clients.

We can discuss your specific situation at your next review
meeting or you can call to schedule an appointment. As always,
we appreciate the opportunity to assist you in addressing your
financial matters.

PLEASE CALL OUR OFFICE AND WE WOULD BE HAPPY

TO ASSIST YOU!

WHO CAN WE HELP

Do you know someone who could benefit from our services?

Our goal is to offer service to several other clients just like you!
We would be honored if you would:

has been very prevalent in what is typically a less volatile
sector for investors. Bonds are typically a good option for
a conservative, diversified, and well-balanced portfolio as
they are usually more stable than stocks. If you'd like to
explore how bonds could fit into your retirement income
strategy, please contact us so we can help you make the
best decision for your portfolio. Please remember, while
diversification in your portfolio can help you achieve your
goals, it does not ensure a profit or guarantee against
loss.

We will continue to monitor how the Fed’s movements
and rising interest rates are affecting bond yields.
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