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KEVIN’S VIEW
NEW ERAS, THE FED, AND HOPEFULLY COOLER HEADS

The highest compliment we can receive is when you let your families and friends know about us. 
Referrals Welcome!
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s a child, fall was always a favorite time of year. When school started it A
always gave me an appreciation of the renewal and changes a new school 
year brought with it. Luckily, I maintain that appreciation of change be-
cause the way things are progressing, I think I may be using it a lot. Since 
1945, the world has operated in basically two distinct periods, that were 
orderly. First was the Cold War with the competition between the United 
States and the Soviet Union, which effectively split most of the world in two 
and saw few major changes as both sides tried to outmaneuver the other 
without things spilling over into open war. The Cold War ended in 1991 
with the collapse of the Soviet Union. The post-Cold War era was marked 
by globalization, a ‘peace dividend’, and a focus on business rather than 
warfare, with a few notable exceptions. Markets and countries opened in a 
way not seen before, trade flourished, and urban centers exploded as peo-
ple moved out of rural areas to cities.

We are apparently now done with that era and entering a new one. One of 

the geopolitical authors I follow, Peter Zeihan, summed it up nicely in a re-
cent video with the comment “This is what it looks like when history starts 
moving again.” So far, this era has brought with it smaller generations, de-
globalization with countries around the world trying to bring production 
closer to home, and a heightened level of conflict both between countries, 
but also within. Despite all this, our goal remains the same, to help our cli-
ents reach their goals. To do so, we will look at how the U.S. economy and 
capital markets have performed in the last quarter and what we see going 
forward within the backdrop described above.

The 3rd quarter of 2023 saw most stock indexes give up some of their gains 
from earlier in the year as bond yields continued to move up. Most of the 
focus is on the Federal Reserve (the Fed) and its continued response to 
inflation. There is a back-and-forth narrative of “will they or won’t they” 
raise rates again. We suspect there may be one or two more movements 
up in interest rates before the Fed declares victory over inflation. One of 
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the most concerning economic aspects the Fed is seeing is the continued 
strong employment markets. Previous slowdowns have been marked by a 
spike in unemployment. So far, we have not seen any strong signs of that. 
We think that has to do with the continued reindustrialization of America 
along with the continued aging of the Baby Boomer generation. By some 
counts, there are ten thousand people turning 65 each day.

As we look forward to the end of the year and the beginning of next year, 
we suspect we will see continued volatility given the changes we are cur-
rently experiencing. Although, we expect to see some settling down once 
we get into the winter months. Next year is an election year, which typically 
bodes well for the equity markets as politicians tend to want to get reelect-
ed and a good economy lends itself well to reelection. While Washington 
D.C. always seems to be having issues these days, we still hope that cooler 
heads will eventually prevail given the stakes.

If you have any concerns or have had any changes in your circumstances, 
please reach out to our office if you would like to discuss them, or so that 
we may incorporate them into your financial plan.  We very much appreci-
ate the faith and trust our clients have put in us and look forward to work-
ing with you in the future. c
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DID YOU KNOW? THINGS TO DO
A Legacy of Generosity

National Philanthropy Day is Nov. 15. To take the celebration 
a step further than writing a check, consider how you can 
teach the joy of giving to the next generation. If you want your 
charitable spirit to have more influence in your estate plan, 
connect with our office.

DATES TO REMEMBER

Dec. 31:

Nov. 30: Observe Information Security Day – keep your personal infor-
mation secure by updating your operating system; visit ready.gov/
cybersecurity for more tips.
New Year’s Eve is the year-end charitable gift deadline for check 
and wire transfers.
Last day to take annual required minimum distribution, unless 
you turned 72 in the current year.

Thanksgiving Day
Christmas Day
New Years Day

FALL/WINTER 2023 MARKET CLOSURES
Nov. 23:
Dec. 25:
Jan. 1:
Jan. 15: Martin Luther King, Jr. Day

Adjust your coverage: Ready your documents for Medicare open en-
rollment, if eligible. If you’re working and your employer offers bene-
fits, take the time to understand them.
Refresh your plan: It’s important to monitor your retirement and in-
vestment accounts regularly and make adjustments to insurance and 
estate plans as needed. The holidays can be a good time to do this if you 
want to discuss what you’re planning with close friends or relatives.
Fend off fraud: Start by tracking and reviewing all of your bank and 
credit card statements for irregular activity. You can also request a copy 
of your consumer credit profile and stay on the lookout for scams ask-
ing you to confirm or update your account information via email.
Tend to your portfolio: If you’re invested in mutual funds, don’t forget 
about capital gains distribution dates that typically fall in December. 
Consider balancing your realized capital gains with losses where ap-
propriate. Talk with our office about whether this strategy might help 
lower your tax liability.
Revisit your resolutions: Before beginning your New Year’s celebra-
tions, review the financial planning you did for the past year. Did you 
make progress toward your goals?

Withdrawals from tax-deferred accounts may be subject to income taxes, and prior to age 59 1/2 a 10% federal penalty tax may apply. Investment 
products are: not deposits, not FDIC/NCUA insured, not insured by any government agency, not bank guaranteed, subject to risk and may lose value. 
© 2022 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. © 2022 Raymond James Financial Services, Inc., member FIN-
RA/SIPC. Raymond James financial advisors do not render legal or tax advice. Please consult a qualified professional regarding legal or tax advice. 
22-BDMKT-5632 AB 9/22



The gift of  philanthropic planning
YOUR FAMILY’S MISSION

Make your “why” official with a family mission state-
ment, outlining core values, traditions and goals, to 
help ground and guide your 
giving.

How are you involving your immediate family?

How are you sharing giving traditions and including younger 
generations?

Which professionals – financial advisors, estate planning 
attorneys, tax specialists – are already on your team?

Which advisors – professional trustees, foundation directors, 
philanthropic consultants – might you consider adding in the 
future?

WHO’S HELPING YOU?

What issues or causes – education, public health, animal welfare 
– are important to you?

What types of organizations – direct aid, volunteer, religious – 
appeal to you most?

Which causes do you currently support? Do you plan to expand 
that support?

Which new causes might you focus future efforts on?

WHO ARE YOU HELPING?

What personal beliefs, values and experiences inspire your 
philanthropy?

What do you want your generosity to accomplish?

Which causes and communities are most important to you?

WHY DO YOU GIVE?



Charitable
Lead Trust

(CLT)

Enables tax-efficient giving during 
your lifetime, or a set number of years, 
with remaining assets earmarked for 
designated beneficiaries.

Charitable
Remainder
Trust (CRT)

Offers an initial tax break and in-
come to named beneficiaries over 
the term of the trust, with remain-
ing funds earmarked for a desig-
nated charity(ies).

Donor 
Advised

Fund (DAF)

Offers the opportunity to recognize 
charitable deductions today, while also 
allowing you to invest the assets for po-
tential tax-free growth, and recommend 
grants to your favorite charities at a lat-
er time. Often referred to as a simplified 
version of a private foundation.

Private
Foundation

Along with tax benefits, offers the opportunity 
to hire staff, custom design grant programs 
and appoint board members to govern the 
charity. Typically most suitable for donors 
looking to be actively involved in running a 
charitable organization that is primarily fund-
ed with sizeable donations from a single do-
nor or family.

Raymond James does not provide tax or legal services. Please discuss these matters with the appropriate profession-
al. Investment products are: not deposits, not FDIC/NCUA insured, not insured by any government agency, not 
bank guaranteed, subject to risk and may lose value. ©2023 Raymond James & Associates, Inc., member New York 
Stock Exchange/SIPC. ©2023 Raymond James Financial Services, Inc., member FINRA/SIPC. 23-BR-InCr-1127 
JD/BV 7/23

YOUR RESOURCES
Donating physical assets
(vehicles, art, etc.)
Offering the use of a property
Providing supplies=

=
=

YOUR TIME
Volunteering
Joining a board
Mentoring or consulting
Running for office=

=
=

=

YOUR WEALTH
Annual and responsive giving
Individual or pooled giving
Establishing a charitable trust, 
fund or foundation

=
=

=

WHAT WILL YOU GIVE? WHAT TOOLS WILL YOU USE?
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WILL THE FED HIT ITS 2% INFLATION MARK?
hief Economist Eugenio Alemán and Economist Giampiero Fuentes C

note that while it is taking longer to bring inflation down, the Fed will con-
tinue to conduct monetary policy to reach its target rate.

Key Takeaways:
The Federal Reserve (Fed) estimates that 2% for the Personal Consump-
tion Expenditure (PCE) price index over the long run is the most favor-
able rate of inflation to support one of the institution’s dual mandates: 
price stability. The Fed’s second mandate is to keep the rate of unemploy-
ment as low as possible.
Over time, there has been an inverse relationship between the rate of in-
flation and employment. If the rate of unemployment is too low, the rate 
of inflation would tend to increase, and vice versa. This is known as the 
Phillips Curve. But this relationship has broken down and a question for 
the Fed is whether the Phil lips Curve will once again apply.

Inflation occurs when there is a generalized increase in the level of prices 
in an economy. There are two ways in which inflation occurs, ‘cost-push 
inflation,’ which occurs when there is an increase in the cost of produc-
tion in an economy, and ‘demand-pull infla tion,’ which is when the de-
mand for goods increases.
Inflation has increased to the highest level in 40 years mostly due to con-
sequences of the pandemic, including product shortages, supply chain 
disrup tions, highly expansive fiscal policy, and strong consumer de-
mand. Once these things normalize, inflation should return to the Fed’s 
long-term target.
The Fed is going to conduct monetary policy to reach its target rate of 
inflation. It is not going to change the target.

Inflation targeting was pioneered in New Zealand in the late 1980s as the 
country underwent significant economic and financial market reforms. 

=
=

=
=

=
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The primary goal was to maintain price stability by targeting inflation be-
tween zero and 2%, with the range allowing the country’s Reserve Bank (its 
central bank) to accommodate volatility and external shocks. However, de-
spite the flexibility, the Reserve Bank changed its targeting goal to 2%, pro-
viding more clarity to the public and policymakers. This experience with 
inflation targeting influenced central banks worldwide, including the Fed, 
which declared its 2% inflation target in 2012.

The Fed estimates that two percent for the Personal Consumption Expen-
diture (PCE) price index over the long run is the most favorable rate of in-
flation to support one of the institution’s dual mandates: price stability. The 
second man date is to keep the rate of unemployment as low as possible. But 
the biggest issue for the Fed is that in general, and over history, there has 
been an inverse relationship between the rate of infla tion and employment. 
If employment is too strong – that is if the rate of unemployment is too low 
– the rate of inflation would tend to increase, and vice versa. This is what is 
normally called the Phillips Curve.

But this relationship has broken down over the last several decades. During 
the pre-COVID-19 pandemic years, the US was able to keep inflation un-
der the 2% target while at the same time keeping the rate of unemployment 
at uncharacteristically low levels compared to the historical Phillips Curve 
relationship. Thus, the question for the Fed today is whether we will go 
back to a pre-pandemic relationship between inflation and unemployment 
or if the Phillips Curve relationship will once again apply.

This Time Is No Different
Over the last two years, inflation has increased to the highest level in 40 
years mostly due to consequences of the pandemic, including product 
shortages, supply chain disruptions, highly expansive fiscal policy, and 
strong consumer demand. However, once all the above return to normal 
levels, inflation should return to the Fed’s long-term target. One of the    
biggest issues affecting inflation is immigration, which was severely cur-
tailed due to COVID-19 but has returned to normal levels over the last year 
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The Impact of  Inflation on the Return of  a 60/40 
Portfolio

Over the last decade, a 60/40 portfolio has returned a -6% a year on a nor-
mal basis (not adjusted for inflation). Therefor, $100 invested over 30 years at 
this rate would return -$575. Inflation of  2% over those 30 years would have 
shaved -$250 from this return, while a 3% inflation rate would have subtracted 

an additional -$60, and so on.*

For example, if  inflation was 3% one would have to in-
vest for an additional 10 yars to obtain the same real 

return as if  inflation were 2%.

*This is a hypothetical example for illustrative pursopes only. past purformance may not be indicative of future results. there is no assurance these 
trend will continue. the market value of securities fluctuates and you may incur a profit or a loss. this analysis does not include transaction costs which 
would reduce an investors return. the 60/40 portfolio was 60% invested in the S&P 500 Index and 40% in the Bloomberg Barclays US Aggregate Bond 
Index. S&P 500 is an unmanaged index of 500 widely held securites. The Bloomberg Barclays U.S Aggregate Bond Ibdex contains aprx 8,200 fixed 
income issues and represents 43% of the total U.S bond market. An investor can not invest directly in these indexes.

All expressions of opinion reflect the judgment of the Chief Investment Officer and are subject to change. This information should not be construed 
as a recommendation. The foregoing content is subject to change at any time without notice. The content provided herein is for informational pur-
poses only. There is no guarantee that these statements, opinions, or forecasts provided herein will prove to be correct. Past performance may not be 
indicative of future results. Asset allocation and diversification do not guarantee a profit nor protect against loss. The S&P 500 is an unmanaged index 
of 500 widely held stocks that is considered representative of the U.S. stock market. Keep in mind that individuals cannot invest directly in any index, 
and index performance does not include transaction costs or other fees, which will affect actual investment performance. Individual investor’s results 
will vary. Investing in small-cap stocks involves greater risks, and therefore, may not be appropriate for every investor. International investing involves 
special risks, including currency fluctuations, differing financial accounting standards, and possible political and economic volatility. Investing in 
emerging markets can be riskier than investing in well-established foreign markets. Investing in the energy sector involves special risks, including the 
potential adverse effects of state and federal regulation, and may not be suitable for all investors. There is an inverse relationship between interest rate 
movements and fixed-income prices. When interest rates rise, fixed-income prices fall and when interest rates fall, fixed-income prices rise. If bonds 
are sold prior to maturity, the proceeds may be more or less than the original cost. A credit rating of a security is not a recommendation to buy, sell, 
or hold securities and may be subject to review, revisions, suspension, reduction, or withdrawal at any time by the assigning rating agency. Investing 
in REITs can be subject to declines in the value of real estate. Economic conditions, property taxes, tax laws, and interest rates all present potential 
risks to real estate investments. The companies engaged in business related to a specific sector are subject to fierce competition and their products and 
services may be subject to rapid obsolescence.

or so. Although the labor force participation rate overall collapsed during 
the COVID-19 pan demic, the recent improvement in labor force participa-
tion will help normalize the U.S. labor market going forward.

The Bottom Line
The rate of inflation, after remaining below the Fed’s 2% target for several 
years, has remained above target due to the severe COVID-19 pandemic 
shock and its policy aftermath. Although the Fed was caught off guard and 
reacted tardily to its inflationary impacts, the disinflationary process start-
ed in July of 2022 and has continued ever since.

It is true that inflation has remained above target for more than two years 
and thus it will take longer to bring down, but the process is guaranteed by 
the Fed’s commitment to achieving its 2% target over the years and thus, 
there is nothing – other than sticking to the target – that the Fed has to do 
to achieve that target. c
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