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Opinions of The Regan Group, Inc.
Happy Thanksgiving!

+

Following two consecutive quarters of negative GDP growth, 3Q22 real GDP showed the economy grew by a
2.6% annualized rate, slightly stronger than the 2.4% consensus expectation. Much of the gain came from a
large upswing in trade, while beneath the surface the economy is still losing momentum in both growth and
inflation. Real consumer spending continued to soften and construction spending was very weak with the
climb in interest rates. However, investment spending is still holding up and the GDP price deflator declined
markedly to 4.1% from 9% last quarter. Moreover, with pent-up demand for autos and a still very tight labor
market, it's clear the economy is not yet in recession. (Source: J.P. Morgan Asset Management)

+

The 3Q22 earnings season is coming to a close with 90.9% of market cap having reported. J.P.Morgan’s current
estimate for 3Q22 S&P 500 operating earnings per share (EPS) is $51.17, representing a year-over-year (y/y)
decline of 1.6%. So far, 57% of companies have beaten earnings expectations and 55% have beaten revenue
expectations. (Source: J.P. Morgan Asset Management)

+

After many months of upside surprises, hot inflation is finally beginning to cool down. The October CPI report
showed a picture of receding inflation pressures across various sectors of the economy. Headline CPI rose
0.4% m/m and core CPI rose 0.3% m/m, translating to annual rates of 7.8% y/y and 6.3% y/y, respectively.
(Source: J.P. Morgan Asset Management)

-

+

Persistent inflationary pressures have pushed the Fed to accelerate its rate hiking trajectory. At its November
meeting, the FOMC announced another 0.75% increase in the federal funds rate to a range of 3.75%-4.00%.

+

The Federal Reserve (The Fed) reiterated its hawkish stance at the September Federal Open Market committee
meeting, conveying it will continue to tighten policy until there is evidence of inflation improving toward their
target level of 2%. (Source: Capital Group)

(Source: J.P. Morgan Asset Management)
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+

We believe sentiment regarding the economy and markets have reached negative extremes which may result in a
short-term bottom and possibly be part of a longer-term bottoming process. Heightened geopolitical tensions with
Russia could result in severe energy shortages, worse consumer confidence and dampened growth. Inflation could
spike further and remain elevated for longer if energy shortages worsen.

Valua on

-

+

We think valuations provide some long tern opportunities after the broad selloffs in almost all areas. We suggest
discipline, patience, and an emphasis on quality. We expect volatility to continue.
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Repeat of Fears
The current, unsettled environment with high
inflation, an aggressive Federal Reserve, and
much consternation surrounding the RussiaUkraine war brings to mind the late 1970s and
early 1980s. That was a point when American
industry was in freefall— the “rust belt”
represented many shuttered factories across the
heartland, while Japan was becoming an
economic power. Inflation reached double digits,
and mortgage rates were close to 20%. Pessimism
was the worst since the start of World War II.
(Source: Minneapolis Portfolio Management Group, LLC)

In August 1979, Business Week magazine ran its
infamous cover story “The Death of Equities.”
The folly of that prediction has been obvious, but
these emotions appear again and again over the
years we have been in the investment business.
It is important to keep faith in the power of
capitalism and how it is seen in equity market
opportunities.
Today’s environment is also reminiscent of the
economy and stock market of 2002. At that time,
equity investors were mired in an extended bear
market that was triggered by the terrorist attacks
of Sept 11, 2001. That bear market affected
stocks virtually across the board. There was no
place to hide, and fundamental value was not
recognized.
We believe we are currently entering an era where
fundamental value is a difference maker, and
opportunities for success will require individual
thought and no longer following the herd.

What We Do

Patience
So, “When will this bear market end?” It is not
possible to provide a precise answer to this
question. A year ago, the Fed pronounced that
inflation was “transitory”. This does not appear
to us to have been correct. We think this bear
market reflects a lack of confidence in the Fed’s
ability to tame inflation without forcing the
economy into a recession.
There is legitimate worry that the Fed will be
forced to continue raising interest rates
aggressively in order to counter the effects of the
previous policies of unsustainable government
stimulus, the printing of money plus problems in
two areas they do not control – food and energy.
We realize these risks and the possibility of
further, short-term declines.
We believe investors need to be more concerned
with future opportunities and the tremendous
bargains currently available than if a stock
market index drops another 1,000 points.

Thank you for your business, trust,
and friendship over the years.
Your success is our goal.

Our Mission
Achieve superior results for our clients by
providing institutional level investment
management and consulting services.

We help clients realize their vision of the
future with personalized investment planning.
Our client specific strategies use independent,
full-time professionals to research and
manage portfolios for long-term growth of
assets.
Our services include:
·

Over 50 years of experience in both up and
down markets.

·

Independent, objective advice from
professionals with the expertise you need to
help you achieve your goals.
Investment strategies appropriate for
long-term, serious, core money.

·
·

Asset allocation strategies customized to fit
clients’ unique needs, risk tolerance, and
time horizons.

·

A disciplined investment process.

·

Portfolios that attempt to provide more
consistent returns with reduced volatility
over time.

·

Seek out, screen, and hire high-quality
money managers to run portfolios of
individual securities.

·

Ongoing review of the chosen managers’
process, personnel, and investment decisions
and report their performance quarterly.

·

Replace managers when necessary.

Clients have trusted us for decades to provide
their investment services.
We continue to grow and appreciate your
introductions to friends and family. Our
target markets are clients just like you –
individuals, foundations, endowments,
retirement plans, and corporations.

The S&P 500 Index (a registered trademark of the McGraw Hill Companies) is an unmanaged index of common stocks. Investors cannot purchase any index. The opinions expressed in this report are those of the authors, Ed
& Pat Regan (Managing Principals), may change in the coming months and are not necessarily those of WFAFN or its affiliates. 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. 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. Independent money management may not be appropriate for all investors. All
investing involves some degree of risk, whether it is associated with market volatility, purchasing power or a specific security, including the possible loss of principal. 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 or maturity.
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