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Mark Twain once wrote, “History doesn’t repeat itself, but it often rhymes.” This aphorism also applies to 

the history of economic cycles and Federal Reserve policy decisions.   

 

In previous commentary, we have discussed catalysts of the current economic situation, stemming 

primarily from pandemic-era fiscal and monetary policies, global supply chain chaos and war in Ukraine. 

Central banks around the world continue to rapidly raise interest rates in attempt to slow economic growth 

and rein in inflation, while trying to maintain desired employment levels. 

 

The Federal Reserve adjusts the fed funds rate (short-term interest rates) in response to what’s happening 

in the economy. While they utilize various economic indicators in making policy decisions, the Fed has a 

dual mandate from Congress: maintain price stability and maximize employment. Typically, the Fed 

raises rates when the economy is running hot, unemployment is falling and consumer prices are rising. 

The Fed does just the opposite when the economy is weakening and unemployment is rising. For now, 

unemployment rates are at historically low levels in the U.S. which gives the Fed room to continue 

aggressive rate increases.  

 

So what’s next? We believe, in the near term, the Fed will continue aggressively raising rates until there is 

a signal of slowing wage and price inflation. If that continues, we should plan for continued volatility in 

the equity markets. One wild card that may slow interest rate increases is the strength of the U.S. dollar, 

which is at historical highs versus many currencies. While dollar strength is great for attracting foreign 

investment, import prices and traveling abroad, it hurts multinational company earnings, exports and 

many emerging economies. Equities may benefit if the strengthening dollar causes the Fed to pivot from 

its current course.  

 

Living in an era with instantaneous access to information allows for constant monitoring of markets and 

personal finances, which in turn can make volatile times even more overwhelming. While the news cycle 

tends to focus on short-term volatility, it is crucial to remind ourselves of the long-term planning that has 

been put in place to achieve retirement and other financial goals. Having regular reviews helps keep 

clients’ investment strategy aligned with short and long-term goals.    

 

  

 

 

 

Investment and Insurance Products are: 

• Not Insured by the FDIC or Any Federal Government Agency 

• Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate  

• Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested  
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With that in mind, where should investors direct their focus? 

 Revisit comprehensive plans to ensure near and long-term goals are still achievable.  

 Review investment allocations and strategies for short, intermediate and long-term needs: 

o Short-term needs (1-3 years) should be kept in low or non-volatile investments.  

 One benefit of rising rates is that money market, CD and short-term bond yields have 

risen significantly.  

o Intermediate term needs (4-7 years) may have some exposure to some riskier asset classes 

like equities. 

o Long-term needs (8+ years) may have even greater exposure to riskier asset classes, as these 

funds will not be needed for an extended period of time and offer the greatest long-term 

return potential. Patience and long-term perspective is essential to potentially enhance long-

term returns. 

 Evaluate tax harvest opportunities to manage capital gain/loss exposure.   
 

Please contact us if you have any concerns about market volatility and the potential impact on your plan.  

With year-end approaching, it’s important to schedule a comprehensive review meeting, especially if we 

have not met in the past year.       
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 The opinions expressed here reflect the judgment of the author as of the date of the report and are subject to change without 

notice.  Statistical information has been obtained from sources believe to be reliable, but its accuracy and completeness are not 

guaranteed.  The material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to buy any 

security or instrument or to participate in any trading strategy. Additional information is available upon request.  Past performance is not a 

guarantee of future results. 

 Wells Fargo Advisors is not a tax or legal advisor.   You should consult your tax advisor or accountant for more details regarding your 

specific circumstances before taking any action. 

 Stocks offer long-term growth potential, but may fluctuate more and provide less current income than other investments. An investment in 

the stock market should be made with an understanding of the risks associated with common stocks, including market fluctuations. 

 Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes 

in interest rates. Therefore, a general rise in interest rates can cause a bond’s price to fall. Credit risk is the risk that an issuer will default on 

payments of interest and/or principal. This risk is heightened in lower rated bonds. If sold prior to maturity, fixed income securities are 

subject to market risk. All fixed income investments may be worth less than their original cost upon redemption 

 Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC, Member SIPC, a registered broker-dealer and non-bank 

affiliate of Wells Fargo & Company. CAR 0922-03732 
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