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Fed's big interest rate moves spur markets 
 

August 01, 2022 
 
 

https://www.raymondjames.com/commentary-and-insights/markets-investing/2022/08/01/feds-big-
interest-rate-moves-spur-markets 
 
 

While inflation fears remain high, it is likely that we are past peak inflation and the largest 
interest rate increases are behind us. 
 

The Federal Reserve (Fed) continued its aggressive battle against inflation, raising the 
federal funds rate another 0.75% at its July meeting – the fourth rate bump this year. 
We’re now in a neutral 2.25% to 2.5% range, and the central bankers are on track to raise 
rates to a mildly restrictive 3% to 3.5% range by the end of the year. While inflation fears 
remain high, it is likely that we are past peak inflation and the largest interest rate 
increases are behind us, explains Raymond James Chief Investment Officer Larry Adam, 
echoing Fed Chair Jerome Powell.  
 

The domestic equity markets anticipated the rate change and appeared to appreciate the 
Fed’s firm stance. The S&P 500 climbed around 9% for the month – the highest monthly 
increase since November 2020. This is in contrast to the worst start to the year since 1970 
that had the S&P 500 down 20% through June and the Bloomberg U.S. Aggregate Bond 
Index down 10%. 
 

July’s reprieve came with declining oil prices (and the subsequent impact on inflation) and 
slowing economic activity – the second consecutive quarter of negative GDP growth, 
which helped spur the bond market as longer-term interest rates declined meaningfully. 
 

None of this eliminates the possibility of a mild, short-lived recession, notes Chief 
Economist Eugenio J. Alemán, Ph.D. Investors should expect some challenging months 
ahead as we navigate uncertainty around global inflationary pressures coming from the 
continuing pandemic; Chinese lockdowns, which could constrain supply chains further; the 
Russia-Ukraine war and its implications on energy; as well as “noisy” data. For example, 
existing home sales weakened in the second quarter, but their prices are still climbing, just 
not at the pace they had in recent quarters. Meanwhile, new home sales declined to their 
pre-pandemic levels. 
 

The Bureau of Economic Analysis reported that second-quarter real gross domestic 
product came in at -0.9% following a 1.6% decline in the first quarter. On the other hand, 
corporate earnings season appears to be robust thus far, buoyed by relentless consumer 
spending. Personal consumption expenditures, which account for almost 70% of the 
economy, grew by 1% during the quarter. It seems U.S. companies and consumers remain 
relatively healthy for now. 
 

Inside D.C. 
 

The CHIPS and Science Act heads to President Biden’s desk for approval, codifying 
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incentives for domestic semiconductor manufacturers and suppliers. They could see billions in grants and 
investment tax credits toward the expansion and construction of U.S.-based manufacturing facilities. 
 

A reconciliation bill focused on climate/energy, corporate tax changes and healthcare policy (mainly lowering costs 
of drug prices and an extension of health insurance subsidies) also could become law prior to the August 
congressional recess. While there are no energy-related mandates or other “sticks” in this reconciliation bill, there 
are plenty of “carrots” for clean energy technologies in the form of tax incentives. Political factors led to significant 
priorities being dropped from both bills, namely broader (and more hawkish) China-oriented policy provisions as 
well as individual tax adjustments targeting higher incomes. But that doesn’t preclude Congress from tackling China-
related economic and investment policies in the future, notes Washington Policy Analyst Ed Mills. 
 

The global outlook 
 

The outlook for the global economy continues to weaken, and forecasts for economic activity outside the U.S. reflect 
persistent inflationary pressures, supply chain disruptions and tightening financial conditions. Downside trade 
pressures and higher energy prices are having an outsized effect, one that’s particularly acute in Europe and in the 
United Kingdom. Ongoing concerns regarding the continent’s gas supply have served to emphasize regional 
vulnerabilities. Russia cut its exports of natural gas to Europe, which had a ripple effect on natural gas prices – both 
liquefied and non-liquefied. 
Global headline inflationary pressures may have peaked, which would provide some much welcome stability to 
global stock and bond markets after a tough first half of the year. Recent survey data indicates that prolonged supply 
chain difficulties may have eased somewhat, and we may see inflationary pressures subside in the months ahead. 
 

The bottom line 
 

We likely have more weakness to endure, but Joey Madere, senior portfolio strategist, Equity Portfolio & Technical 
Strategy, says investors can expect positive returns over the next 12 months and beyond, given the view that 
economic weakness should be relatively mild and inflation moderate. Long-term investors should anticipate an 
eventual rally on the other side of this weak trend and take advantage of potential buying opportunities. Bear 
markets go down 20% to 35% on average, but bull markets average roughly 150% returns. 
 

While volatility feels uncomfortable, experience suggests that adaptability and a cool head will help weather any 
market environment and position for the future.  
 

Your financial advisor can help address questions about how current conditions may impact your holistic plan.  
 

Investing involves risk, and investors may incur a profit or a loss. All expressions of opinion reflect the judgment of the Raymond James Chief Investment 
Office and are subject to change. There is no assurance the trends mentioned will continue or that the forecasts discussed will be realized. Past 
performance may not be indicative of future results. Economic and market conditions are subject to change. The Dow Jones Industrial Average is an 
unmanaged index of 30 widely held stocks. The NASDAQ Composite Index is an unmanaged index of all common stocks listed on the NASDAQ National 
Stock Market. The S&P 500 is an unmanaged index of 500 widely held stocks. The MSCI EAFE (Europe, Australia, Far East) index is an unmanaged index that 
is generally considered representative of the international stock market. The Russell 2000 is an unmanaged index of small cap securities. The Bloomberg 
Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable 
bond market. An investment cannot be made in these indexes. The performance mentioned does not include fees and charges which would reduce an 
investor’s returns. Small cap securities generally involve greater risks. International investing is subject to additional risks such as currency fluctuations, 
different financial accounting standards by country, and possible political and economic risks. These risks may be greater in emerging markets. 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. 
There are additional risks associated with investing in an individual sector, including limited diversification. 

Need money or want to request a trade?  We’re happy to  help!   

But please give us a call!   

We can’t take orders for sending money or take trade instructions  

via email, fax or voicemail.   

Please give us a call directly at 585-241-5250 or 855-864-0644 
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HOW DO SBLS STACK UP TO STUDENT LOANS? 
 

https://www.raymondjames.com/commentary-and-insights/education-planning-resources/2022/08/08/how-do-sbls-stack-up-to-student-loans 

You’ve likely heard of student loans and 529 plans to cover tuition costs. But there’s another innovative option worth 
considering. 

Education is a worthwhile investment, one that appreciates over a lifetime. But it’s also a major expense, and that’s 
unlikely to change anytime soon. 
According to the Education Data Initiative, the average cost of college has more than doubled in the 21st century. 
When you factor in books, supplies and daily living expenses, the average total cost for a full-time student to attend 
a four-year university is $141,320.  When it comes to funding a child’s education without breaking the bank, you’ve 
likely heard of 529 plans. These valuable education savings tools allow you to invest after-tax dollars in an account 
that will grow tax-deferred and can be distributed tax-free for qualified expenses. 
But there’s another strategy you might not have considered: a securities based line of credit (SBL). 

A savvy strategy 
Most investors know they can borrow against the value of their home should they need fast and significant liquidity. 
But many don’t know they can also borrow against the value of their investment account through an SBL. 
A versatile alternative to traditional financing, an SBL allows you to leverage non-retirement-invested assets to 
secure a flexible line of credit by pledging your investment portfolio as collateral. You can use this loan to pay for 
everything from a dream home to a child’s education. 
Since an SBL is backed by your portfolio, you can access cash quickly without disrupting your asset allocation. The 
repayment process for an SBL is often flexible as well. Just make sure you maintain the required collateral amount in 
your account. 

 

Tallying college costs in the U.S. 

$25,487 - average annual cost of college for an in-state student 
$53,217 - average cost of an academic year at a private traditional university 
6.8% - annual growth rate of college costs 
$400,000 - ultimate cost of a bachelor’s degree, factoring in student loan interest and loss of income 
 

Source: educationdata.org 

SBLs vs. student loans 
There are several reasons an SBL could be more suitable than other, more conventional methods of paying for an 
education, such as student loans: 
• An SBL can help you potentially save on borrowing costs and fees compared to traditional student loans. 
• Applying for an SBL is often easier than applying for a student loan. And once approved, you can access funds 

quickly through check, wire or online. 
• An SBL has a more flexible repayment structure than most student loans, including the option to pay only the 

interest.   
• You can set up an SBL in your child’s name.   

Investing in your child’s future – and your own 
Paying for a child’s college education is both a life-changing gift and a significant investment. That’s why it’s essential 
to examine your options and determine which best aligns with your needs and goals.  And remember, you can 
always consult your advisor for guidance throughout this process. The goal is to invest in your child’s future while 
preserving yours.   
 

Sources: bankrate.com, educationdata.org 

A securities based line of credit (SBLC) may not be suitable for all clients. Borrowing on securities-based lending products and using securities as collateral may involve a high 
degree of risk, including unintended tax consequences and the possible need to sell your holdings, which may lead to a significant impact on long-term investment goals. 
Market conditions can magnify any potential for loss. If the market turns against the client, he or she may be required to quickly deposit additional securities and/or cash in the 
account(s) or pay down the loan to avoid liquidation. The securities in the pledged account(s) may be sold to meet the collateral call, and the firm can sell the client's securities 
without contacting them. 



Page 4  

The Legacy Ledger  

Legacy Financial Planning 1485 Monroe Avenue Rochester, NY 14618  (585) 241-5250 

Fed Officials Pledge More Big Rate Hikes Until There Is A  

‘Meaningful’ Decline In Inflation 
 

Sergei Klebnikov Forbes Staff 
 

Aug. 17, 2022 
 

https://www.forbes.com/sites/sergeiklebnikov/2022/08/17/fed-officials-pledge-more-big-rate-hikes-until-there-is-a-meaningful-
decline-in-inflation/ 

The Federal Reserve reaffirmed that it is unlikely to take its foot off the pedal as it continues to raise interest rates 
until inflation eases in a meaningful way, with officials indicating that it will “take some time” before a reversal in 
monetary policy, according to the minutes from the central bank’s latest policy meeting.  

KEY FACTS 

• Fed officials “emphasized” that a slowdown in demand would “play an important role” in reducing inflationary 
pressures, with most participants saying that it would likely “take some time” before the “bulk” of monetary 
policy tightening has a meaningful impact. 

• Though there was little specific guidance for future rate increases, some officials acknowledged that there was a 
risk that the central bank could raise rates and tighten financial conditions by more than necessary. 

• The Federal Reserve raised interest rates by 75 basis points at its last policy meeting in July—the second such 
rate hike in as many months—in an effort to bring down inflation, which remains “elevated” and is yet to decline 
in a “meaningful” way.  

• While Fed officials have so far been adamant that they will keep raising interest rates until surging inflation is 
brought under control, investors are unsure how quickly the Fed will keep raising rates—and for how long. 

• Some experts have predicted the central bank will slow or reverse the pace of rate increases by next year, driven 
by recent economic data showing that consumer prices cooled slightly in July—rising 8.5% on an annual basis, 
down from 9.1% the prior month. 

• Going into Wednesday, traders were almost evenly split on whether the Fed will raise rates by another 75 basis 
points in September, as opposed to a smaller 50-basis-point increase, according to CME Group data. 

CRUCIAL QUOTE: 

“Participants judged that moving to a restrictive stance of policy was required” to promote “maximum employment 
and price stability,” according to the Fed minutes. Officials also agreed that, “as the stance of monetary policy 
tightened further, it likely would become appropriate at some point to slow the pace of policy rate increases while 
assessing the effects of cumulative policy adjustments on economic activity and inflation.” 

KEY BACKGROUND: 

The stock market has rallied in recent weeks thanks to growing optimism about a potential pivot in monetary policy 
from the Federal Reserve, especially after inflation cooled last month. Since the market’s low point on June 16, the 
S&P 500 has rallied nearly 17%, on track for five consecutive weeks of gains. 

WHAT TO WATCH FOR: 

Experts largely predict that it will take more clear evidence—beyond just one month of data—of cooling inflation 
before the Federal Reserve can scale back its large rate hikes and tightening monetary policy. “To argue for material 
near-term upside [in markets], one needs to be very bullish about intense disinflation and the commencement of a 
Fed easing cycle” by early 2023, says Vital Knowledge founder Adam Crisafulli, who finds that scenario “very hard to 
envision.” 

https://www.forbes.com/sites/sergeiklebnikov/
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If you're dreading getting a letter in the mail about your long-term care insurance premiums rising, you’re in good 

By: Evan T. Beach, CFP®, AWMA®  -   August 4, 2022 
 

https://www.kiplinger.com/retirement/long-term-care/long-term-care-insurance/605024/four-options-when-not-if-your-ltc 

Four Option When—Not If—Your LTC Premiums Go Up 

There is no more popular watercooler talk these days than the exorbitant price of gas. As with all buying decisions,  
you must decide whether the benefit is worth the cost. In the case of filling your tank, if you rely on your vehicle to 
get you to your job, that analysis is pretty easy. 
 

When it comes to long-term-care insurance, and all insurance for that matter, the immediate reward is not there. 
You have to pay today in exchange for the intangible benefit of security. All of this is to say, when that letter comes 
in the mail saying that your long-term-care insurance premium is increasing (again) by 20%, 40% or even 60%, it is an 
especially tough pill to swallow. After all, will you ever even use this insurance? In the next few paragraphs, I’ll give a 
bit of history to help you understand your options and figure out what makes sense for you. 
 

Long-term-care insurance arrived on the scene in the late ’70s and, according to the American Academy of Actuaries, 
had an average issue age of 57. This caused two specific issues with pricing the policies accurately. First, because the 
insured will often not use these policies until very late in life, projections had to go out about 50 years. Second, in 
1980 the yield on AAA corporate bonds was almost 12%.  While this was historically high, most general accounts of 
insurance companies are made up of bonds. Fifty years of bad assumptions combined with longer life expectancies 
have led to significant losses in the long-term care insurance business. When an insurance company can prove that 
business case to the state insurance commissioner, the company is allowed to raise premiums.  
 

When you get the bad news, here are four options: 
 

The extremes: 
 

Option #1. Cancel the policy 
 

When the dreaded letter arrives, it comes with a “get out of jail (kind of free)” card.  Typically, you will get a check 
for some portion of premiums you paid, and the policy will go away.  Most of the people who take this option were 
“sold” the policy rather than “buying” it.  That is, some insurance agent did a good job of convincing them they 
needed it. However, the buyer never was fully convinced of the benefits. 
 

When does this make sense? When your financial situation has improved to the point where you can afford to self-
insure. If you went into a facility for two to four years, you would be hurt financially but could afford it. 
 

Option #2. Accept the full increase 
 

The folks who write the biggest premium checks are often the ones who have had family members need long-term 
care. They “bought” the policy because they were already convinced of the utility and need. 
 

When does this make sense? When you have significant retirement assets or income and/or you bought the policy 
as an estate preservation tool. Imagine you have $6 million in retirement assets. Entering a LTC facility in 15 years 
could wipe out $1 million pretty easily. You may accept the full increase as a bet that those premiums will total less 
than the cost of care and that the estate transferred to your kids will be worth it. 
 

The middle ground: 
 

Option #3. Accept one of the given options 
 

The letter you receive from XYZ insurance company will come with two or three options in addition to the two 
above. Examples: 1) Reduce the cost-of-living adjustment, 2) Reduce the monthly or daily benefit, 3) Increase the 
elimination period, which is the period of time before benefits kick in.    
 

Continued on next page 

https://www.kiplinger.com/retirement/604759/long-term-care-insurance-higher-premiums-for-shrinking-benefits
https://www.govinfo.gov/content/pkg/ERP-2011/pdf/ERP-2011-table73.pdf
https://www.kiplinger.com/retirement/long-term-care/long-term-care-insurance/602842/long-term-care-insurance-to-buy-or-not-to
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When does this make sense? When one of those pieces of the policy falls way outside the 
averages.  LongTermCare.gov tracks statistics for things like the average cost and duration of stay. Say, for example, 
your policy has a five-year benefit period and the average length of stay for a male is 2.2 years.  If there is an option 
to reduce the benefit period to three years, I might recommend that path. 

Option #4. Explore all options 

This is always our starting point. It’s not to say that we won’t pick one of the above options, but we want to explore 
all available paths. There will be a phone number on the letter that will inevitably lead to long hold times. If you have 
a financial adviser, see if they have a better number to call. They often do. Once you get a representative on the 
phone, that person will be able to tell you the options that were not listed. There is often significant flexibility to 
adjust your policy to actually fit your needs. 

Continued from previous page 

Want to know more about Long Term Care?  Contact our office to speak to one of  
our knowledgeable advisors. Email us at info@legacyfp.com. 

The foregoing information has been obtained from sources considered to be reliable, but we do not guarantee that it is accurate or 
complete, it is not a statement of all available data necessary for making an investment decision, and it does not constitute a 
recommendation.  Opinions expressed are those of the author and are not necessarily those of Raymond James. Investing involves risk and 
investors may incur a profit or a loss regardless of strategy selected. Prior to making an investment decision, please consult with your 
financial advisor about your individual situation.  

Securities offered through Raymond James Financial Services, Inc.  Member FINRA/SIPC Investment advisory services offered through Ray-
mond James Financial Services Advisors, Inc.  Legacy Financial Planning and Independent Advisor Group are not registered broker/dealers 
and are independent of Raymond Janes Financial Services.   

https://acl.gov/ltc
https://acl.gov/ltc/basic-needs/how-much-care-will-you-need

