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October 2023 - As I had forecasted, the market did cool off in September. But when will
the AZ weather forecast finally cool off ??

Market Update
(all values as of
09.29.2023)

Stock Indices:

Dow Jones 33,507

S&P 500 4,288

Nasdaq 13,219

Bond Sector Yields:

2 Yr Treasury 5.03%

10 Yr Treasury 4.59%

10 Yr
Municipal

3.44%

High Yield 8.84%

YTD Market Returns:

Dow Jones 1.09%

S&P 500 11.68%

Nasdaq 26.30%

MSCI-EAFE 4.49%

MSCI-Europe 5.39%

MSCI-Pacific 2.89%

MSCI-Emg Mkt -0.38%

 
US Agg Bond -1.21%

US Corp Bond 0.01%

US Gov’t Bond -0.86%

Commodity Prices:

Gold 1,864

Silver 22.39

Oil (WTI) 90.77

Currencies:

Dollar / Euro 1.05

Dollar / Pound 1.21

Yen / Dollar 149.32

Canadian
/Dollar

0.74

Macro Overview

A federal government shutdown was averted on September 30th, when Congress voted to

fund government operations until mid-November. Volatility in the financial markets

increased during September, as uncertainty surrounding a resolution persisted. The

possibility of a shutdown will evolve again in November, as Congress once again deliberates

on the passage of the federal budget. Should a shutdown occur, the impact on the economy

would initially be mild as previous shutdowns, and possibly expanding as millions of

government workers go without salary. Private sector contractors would also be impacted

with delayed payments, while consumer uncertainty hinders spending.

The federal government shutdown

dilemma has increased the possibility of a

credit downgrade by Moody’s, the last

agency with a AAA rating on government

debt. Credit agencies S&P and Fitch have

already lowered their ratings on U.S.

government debt to AA+, down from the

top tier rating of AAA. Another downgrade

is expected to make it more costly for the

government to borrow funds and

maintain already excessive debt levels.

The last downgrade was on August 1st

when Fitch lowered its rating to AA+ from

AAA.

A shutdown of the federal government is

expected to affect only government

operations and payments that are not

funded by permanent appropriations. Those funded by permanent appropriations such as

the Postal Service, entitlement programs such as Social Security and Medicare, will not be

affected. Other essential and critical departments and agencies of the government would

also continue operations, such as the Defense Department and the Treasury Department.

Scheduled debt payments such as on Treasury bills, notes and bonds would also continue to

be made.

Rising oil prices are hindering portions of the economy, inflicting rising costs on

transportation, manufacturing, and food distribution. Equity analysts believe that some

companies may see compressed earnings as lofty fuel costs continue to wear on operating

expenses and potentially stoking the inflation embers.  With that said, I’m expecting broadly

positive Q3 and Q4 corporate earnings and continued disinflationary trends.

** Reminder, Medicare open enrollment is from October 15th to December 7th, allowing

changes for existing Medicare recipients and enrollments for new members. Any changes

and new enrollments are effective January 1, 2024.



 

C
O

N
SU

M
ER

 S
PE

N
D

IN
G

 M
A

K
ES

 U
P 

O
VE

R
 6

5%
 O

F 
TH

E 
N

A
TI

O
N

'S
 E

C
O

N
O

M
Y 

- A
R

E 
W

E 
ST

IL
L 

SP
EN

D
IN

G
?

Equities React To Congressional Uncertainty and Dysfunction – Global Equity Overview

As expected, domestic equities were off in September and in the third quarter, as stocks retracted further

with shutdown concerns increasing towards the end of the quarter. Rising interest rates and the labor

union strikes also contributed to market anxiety, as uncertainty drove volatility higher throughout the

month.

The energy and communication services sector were the only positive sectors for the third quarter.

Elevated fuel prices along with improving technology earnings supported the rise in the sectors. Pessimism

amid renewed inflation concerns hindered equity momentum during the quarter.

Developed and emerging market equities also pulled back in September and the quarter as uncertainty

surrounding the U.S. dollar strength and elevated fuel prices drove valuations lower.  (Sources: S&P, Dow

Jones, Nasdaq, MSCI, Bloomberg)

Yields On The Rise – Fixed Income Overview:  Looming government shutdown threats hindered the

bond markets as concerns surrounding heightened funding costs for the government came into focus.

Yields on U.S. Treasury bills, notes, and bonds rose in September as confidence regarding reaching a

compromise diminished. Analysts expect the rise in government debt yields to be short-term unless

another impasse materializes in mid-November as Congress deliberates the federal budget again. The

yield on the 10 year Treasury bond surpassed 4.5% at the end of September and reached 4.83% this past

week, luring investors as equity volatility continued to dampen performance.

Consumption Decreases As Environment Changes – Economic Dynamics

Over 65% of the country’s economic growth, as measured by Gross Domestic Production (GDP) is driven by

consumers. Sentiment and confidence are critical components to consumer spending behavior, influencing

spending patterns and habits. Recently released data from the Bureau of Economic Analysis reveals that

consumers are spending less than they have been.  Factors affecting consumer spending include income,

sentiment, job status, and confidence in the economy. Once consumers realize a change in their status or

their perception of economic fundamentals, they’ll often modify spending habits. As retail stores and

restaurants began to reopen in 2021,

consumers were ready to spend funds

that had been sitting idle for nearly a

year. Consumer consumption fell

dramatically in April 2020, as stay-at-

home mandates and retail closures were

in effect, only to elevate to new highs in

April 2021 as consumers were able to

spend freely again – oh and how they

spent. The most recent data trends

validate that consumers are spending

less and perhaps with greater caution as

a degree of economic uncertainty takes

hold; or perhaps they are simply a little

hungover from their post-pandemic

spending binger.  At the moment, I’m

leaning towards the later and continue to forecast disinflation and a soft economic landing.
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Medicare Coverage Heading Into 2024 – Retirement Planning

With open enrollment upon us, millions of Americans will be deciding on which, if any, changes to make to

their Medicare coverage. The Open Enrollment Period for 2024 coverage is from October 15, 2023 to

December 7, 2023. Coverage for any changes or new plans begins January 1, 2024.

Since Medicare doesn’t cover all medical expenses, the decision to buy supplemental insurance coverage

or to obtain a Medicare Advantage Plan is important for millions of Medicare recipients. Medicare

Advantage Plans allow a recipient to get both Medicare Part A and Part B coverage. Medicare Advantage

Plans are sometimes called Part C or MA Plans, and are offered by Medicare-approved private companies.

Medicare Supplemental Insurance or Medigap helps pay for gaps in coverage not paid for by Medicare.

Even though Medicare does pay for many procedures and services, some remaining expenses such as

copayments, coinsurance, and deductibles are covered by supplemental plans. Some Medigap policies also

cover services that are not covered at all by Medicare, such as coverage while traveling abroad. So it’s

worth shopping and determining what expenses are covered by the various supplemental insurance

policies. (Source: medicare.gov)

Consumers Are Saving Less – Consumer Behavior

According to the Bureau of Economic Analysis, data has revealed that Americans are saving less than

initially thought. From 2017 through 2022, American consumers were thought to have saved an average of

9.4% of their disposable income. However, revised data figures have identified that the actual savings rate

was 8.3%. Various possible explanations as to why such a drop may have occurred include higher fuel

prices, recently implemented student loan repayments, lower real wages, and exhaustion of pandemic

relief funds.

Economists view

decreased savings as a

signal that consumers

may be shifting

expenditure patterns

thus altering where their

funds are being spent.

Inflationary pressures

over the past two years

have already redirected

some consumer funds

from non-essential goods

and services to more

essential items such as

food and gasoline.

Spending habits adjusted

during the pandemic, as government stimulus funds padded consumer savings for millions. The National

Bureau of Economic Research found that roughly 30% of stimulus checks went to consumer savings, while

another 30% went to pay off debt. Personal savings reached a historical high in the midst of the pandemic,

as retail stores and restaurants were shuttered and stimulus checks went unspent. The savings rate

reached 32% of disposable income in April 2020 (not shocking), yet has fallen to 3.9% as of this past August

(mildly unsettling should this trend worsen).
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Market Returns: All data is indicative of total return which includes capital gain/loss and reinvested dividends for noted period. Index data sources; MSCI, DJ-UBSCI, WTI, IDC, S&P.
The information provided is believed to be reliable, but its accuracy or completeness is not warranted. This material is not intended as an offer or solicitation for the purchase or
sale of any stock, bond, mutual fund, or any other financial instrument. The views and strategies discussed herein may not be appropriate and/or suitable for all investors. This
material is meant solely for informational purposes, and is not intended to suffice as any type of accounting, legal, tax, or estate planning advice. Any and all forecasts mentioned
are for illustrative purposes only and should not be interpreted as investment recommendations.
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The All-too-Common Occurrence Of Government Shutdowns – Fiscal Policy

Government shutdowns have been a common occurrence over the years under most every president. The

length of the shutdowns have varied from 2 days in 1981 under President Reagan, 21 days in 1995 under

President Clinton, and 34 days in 2019 under President Trump. A shutdown occurs when Congress fails to

pass or the President refuses to sign legislation funding federal government operations and agencies.

Estimated costs of government shutdown are still unknown, with lost wages, exports, and government

services essential to the operation of private sector businesses being affected. How much recent

shutdowns may have weighed on the economy may not be known until future academic analysis.

Government shutdowns entail partial closure of certain agencies and departments, not complete closures.

On Saturday, Sept. 30, a federal government shutdown was averted at the 11th hour, but the relief may be

short lived. The bipartisan deal that was signed by President Joe Biden that evening only funds the

government until Nov. 17.  Let’s hope that the next round of congressional brinkmanship does not give us

and the market Thanksgiving heartburn and indigestion.

Federal employees deemed as “essential” among the various departments are required to work without

pay until a funding bill is passed by Congress. The closures affect numerous private businesses that rely

and adhere to regulatory rules imposed by the Federal government, such as mortgage loans and Housing &

Urban Development.

America’s Bridges Need Repair – Fiscal Expenditures

As Congress deliberates the federal budget for 2024, decisions as to where to allocate funds can be crucial.

The vast landmass and distances between cities and population centers in the United States demands an

expansive and organized network of highways. As the population of the country has grown, so has the

number of automobiles and trucks traversing the enormous national highway system. As the highways

expanded to accommodate more traffic and heavier loads,

roads and bridges have become integral components to

the nation’s transportation system. Of the 117,483 bridges

covering the nation’s highways, The Department of

Transportation has identified over 5,230 as structurally

deficient. The District of Columbia alone has over 16% of

its highway bridges deemed structurally deficient.  These

statistics are completely unacceptable.

BREAKING NEWS: On October 7th, Hamas launched a coordinated surprise attack on Israel. The timing

suggests that Iran’s mullahs instigated their surrogates in Gaza, hoping to disrupt the peace negotiations

between Israel and Saudi Arabia. Israel undoubtedly will launch a massive counteroffensive. Geopolitical

crises in the Middle East have usually caused oil prices to rise and stock prices to fall. More often than not,

they’ve also tended to be buying opportunities in the stock market.  Much will depend on whether the crisis

turns out to be another short-term flare-up or something much bigger like a war between Israel and Iran.

That’s unlikely, but today’s conflict will only escalate the tensions between these two adversaries and add

upward pressure on oil prices.  Never a dull moment within the four walls of my office.


