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Regans’ Notes 

“Unprecedented”ÊactionsÊbyÊ
government—lockingÊdownÊtheÊ
economy,Êprinting,Êborrowing,ÊandÊ
spendingÊtrillionsÊofÊextraÊdollarsÊ
artificiallyÊboostedÊeconomicÊactivity.ÊÊ
AsÊtheseÊartificialÊactionsÊwearÊoff,ÊweÊ
expectÊaÊrecessionÊtoÊappear. 
 
InÊtheÊfourthÊquarterÊofÊ2022,ÊretailÊ
sales,ÊindustrialÊproductionÊandÊotherÊ
dataÊsuggestedÊtheÊeconomyÊwasÊ
hittingÊaÊwall.ÊÊThenÊJanuaryÊ
happened.ÊÊRetailÊsales,ÊmanufacturingÊ
production,ÊandÊnonfarmÊpayrollsÊallÊ
surged.ÊÊWeÊthinkÊseveralÊfactors,Ê
someÊnotÊrecurring,ÊareÊresponsible.ÊÊ
TheseÊinclude: 
 
TheÊUSÊhadÊunusuallyÊwarmÊJanuaryÊ
weather.ÊÊTheÊnationalÊaverageÊ
temperatureÊwasÊ35.2Êdegrees,ÊtheÊ
fourthÊhighestÊforÊanyÊJanuaryÊinÊtheÊ
“LowerÊ48”ÊstatesÊinÊtheÊpastÊthirtyÊ
years.ÊSource: First Trust Advisors, L.P,ÊÊFewerÊ
plantsÊclosedÊdueÊtoÊweather,ÊnewÊ
homeÊfoundationsÊcouldÊbeÊdug,ÊandÊ
moreÊpeopleÊcouldÊcomfortablyÊshop,Ê
dine,Êtravel,ÊandÊenjoyÊvariousÊ
entertainment.ÊÊÊ 
 
SocialÊsecurityÊrecipientsÊ(ofÊwhichÊ
retireesÊmakeÊupÊanÊoverwhelmingÊ
share)ÊreceivedÊanÊ8.7%Êcost-of-livingÊ
adjustmentÊthisÊyearÊ–ÊtheÊsingle-
largestÊincreaseÊinÊmoreÊthanÊfourÊ
decades.ÊÊThatÊisÊhelpingÊsupportÊ
spending,ÊaccordingÊtoÊnewÊresearchÊ
fromÊBankÊofÊAmerica.ÊÊTheirÊdataÊ
showsÊfasterÊspendingÊgrowthÊofÊcardsÊ
thisÊyearÊamongÊhouseholdsÊmoreÊ
likelyÊtoÊreceiveÊthoseÊpayments,Ê
relativeÊtoÊthoseÊthatÊdon’t.ÊAlso,Ê
householdÊcardÊspendingÊwasÊupÊ5.1%Ê
inÊJanuaryÊ2023.Ê 

 
 
 
 

 

CurrentlyÊthereÊisÊmuchÊdebateÊ
focusingÊonÊinflation,ÊtheÊFederalÊ
ReserveÊ(TheÊFed),ÊeconomicÊgrowth,Ê
andÊsoÊon.ÊÊWeÊthinkÊthisÊsupportsÊanÊ
approachÊtoÊinvestingÊwhichÊacceptsÊ
uncertainty.ÊÊAfterÊall,ÊhowÊmanyÊgoodÊ
“fortuneÊtellers”ÊareÊthere?Ê 
 
AcceptingÊuncertaintyÊleadsÊinvestorsÊ
awayÊfromÊportfoliosÊtailor-madeÊforÊ
specificÊscenariosÊandÊtowardsÊ
solutionsÊthatÊattemptÊtoÊcontrolÊriskÊ
andÊofferÊlikelyÊreturnsÊevenÊinÊvolatileÊ
times. 
 
ThereÊareÊtimesÊwhenÊtiltingÊaÊ
portfolioÊtowardsÊaÊforecastÊcanÊmakeÊ
sense.ÊÊAnÊeasyÊexampleÊisÊpositioningÊ
forÊaÊrecoveryÊinÊaÊrecessionÊonceÊ
smallÊbitsÊofÊgoodÊnews—greenÊ
shoots—startÊtoÊemerge.ÊÊSomeÊ
successfulÊinvestorsÊcanÊpointÊtoÊpastÊ
winsÊbasedÊonÊanÊaccurateÊforecast.ÊÊ 
 
WeÊthinkÊitÊisÊaÊfallacy,Êhowever,ÊtoÊ
assumeÊthatÊall,ÊorÊevenÊmostÊpointsÊinÊ
timeÊofferÊthatÊtypeÊofÊopportunity.ÊÊInÊ
particular,ÊweÊviewÊtheÊcurrentÊmarketÊ
outlookÊtoÊbeÊtheÊmostÊuncertainÊinÊ
memory. 
 
 
 
 

TheÊbondÊmarketÊhasÊtheÊyieldÊcurveÊ
moreÊinvertedÊthanÊitÊhasÊbeenÊinÊtheÊ
lastÊ40Êyears.ÊÊAtÊtheÊendÊofÊ2022,ÊtheÊ
twoÊyearÊTreasuryÊwasÊyieldingÊmoreÊ
thanÊtheÊ10ÊyearÊ(4.4%ÊvsÊ3.9%)Ê 
Source: Miller Howard Investments. 

Typically,ÊinvestorsÊdemandÊaÊhigherÊ
interestÊrateÊforÊlongerÊdurationÊbondsÊ
toÊcompensateÊforÊpotentiallyÊmissingÊ
outÊonÊmoreÊattractiveÊinvestmentsÊthatÊ
mayÊdevelop.ÊÊPessimismÊfromÊtheÊ
bondÊmarketÊisÊloudÊandÊclear. 
 
Historically,ÊdropsÊinÊtheÊISMÊ
ManufacturingÊPurchasingÊManagersÊ
IndexÊhaveÊfrequentlyÊledÊorÊcoincidedÊ
withÊrecessionsÊandÊhasÊbeenÊdroppingÊ
sinceÊMarchÊ31,Ê2022.Ê 
Source: Miller Howard Investments 
 
ManyÊareÊexpectingÊaÊrecessionÊinÊpartÊ
becauseÊofÊTheÊFed’sÊinterestÊrateÊ
increases.ÊÊTheseÊincreasesÊaloneÊdoÊ
notÊalwaysÊguaranteeÊaÊrecession.ÊÊ
HigherÊratesÊhaveÊaÊsignificantÊimpactÊ
onÊtheÊeconomyÊthroughÊtheÊhousingÊ
sector.ÊÊTheÊquestionÊofÊwhetherÊthisÊ
sectorÊ(2%ÊofÊGDP)ÊisÊbigÊenoughÊtoÊ
pullÊtheÊwholeÊeconomyÊintoÊrecessionÊ
isÊnotÊknown.ÊÊ 
 
TheÊDepartmentÊofÊLaborÊreportedÊ
JanuaryÊconstructionÊjobÊopeningsÊ
droppedÊbyÊ240,000ÊfromÊDecember,Ê
orÊnearlyÊ50%,ÊtoÊ248,000.ÊÊÊThisÊwasÊ
theÊlargest-everÊmonthlyÊdeclineÊinÊ
constructionÊjobÊopeningsÊinÊtheÊdataÊ
seriesÊthatÊstretchesÊbackÊroughlyÊ20Ê
years. Source: Axios Markets 3/9/23.ÊÊÊ 
 

However,ÊoverallÊjobÊopenings,ÊdippedÊ
onlyÊslightlyÊinÊJanuary,ÊsuggestingÊ
theÊoverallÊeconomyÊremainsÊstrong.  
Source: Department of Labor and Axios Markets 3/9/23.ÊÊÊ 

What Happened to 
the Recession?? 

Accept Uncertainty  

 

Current Situation 



OurÊservicesÊinclude: 

· Over 50 years of experience inÊ
bothÊupÊandÊdownÊmarkets. 

· Independent,ÊobjectiveÊadviceÊfromÊ
professionalsÊwithÊtheÊexpertiseÊyouÊ
needÊtoÊhelpÊyouÊachieveÊyourÊ goals. 

· InvestmentÊstrategiesÊappropriateÊ
forÊlong-term, serious, core 
money. 

· AssetÊallocationÊstrategiesÊ
customizedÊtoÊfitÊclients’ÊuniqueÊ
needs, riskÊtolerance,ÊandÊtimeÊ
horizons. 

· AÊdisciplinedÊinvestmentÊprocess. 
· PortfoliosÊthatÊattemptÊtoÊprovideÊ

more consistent returns with 
reduced volatility overÊtime. 

· Seek out, screen, and hire      
high-ÊqualityÊmoneyÊmanagersÊtoÊ
runÊportfoliosÊofÊindividualÊ
securities. 

· Ongoing review ofÊtheÊchosenÊ
managers’Êprocess,Êpersonnel, andÊ
investmentÊdecisionsÊandÊreportÊ
theirÊperformanceÊquarterly. 

· ReplaceÊmanagersÊwhenÊnecessary. 

ClientsÊhaveÊtrustedÊusÊforÊdecadesÊ
toÊprovideÊtheirÊinvestmentÊservices. 

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. 

There is no guarantee any forward looking statements will be attained. Wells Fargo Advisors Financial Network (WFAFN) did not assist in the 
preparation 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. of this report, and its accuracy and completeness are not guaranteed. 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. Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. Independent money management may not be 
appropriate for all investors. Investing in foreign securities presents certain risks not associated with domestic investments, such as currency 
fluctuation political and economic instability, and different accounting standards. This may result in greater share price volatility.   

Adjustable-rateÊmortgagesÊareÊmuchÊ
lessÊcommonÊtodayÊcomparedÊtoÊwhenÊ
theÊhousingÊbubbleÊpeakedÊinÊ2006.ÊÊ 
InÊ2006,ÊroughlyÊoneÊthirdÊofÊnewÊ
mortgageÊapplicationsÊwereÊadjustable
-rate.ÊÊAfterÊ2009,ÊtheÊvastÊmajorityÊofÊ
homeownersÊobtainedÊaÊfixed-rateÊ
mortgage,ÊwithÊaÊrateÊwellÊbelowÊ
prevailingÊmortgageÊrates.ÊSource: Miller 
Howard Investments. 
 
WeÊdoÊnotÊexpectÊforeclosuresÊtoÊsurgeÊ
toÊpost-2008ÊlevelsÊunlessÊ
unemploymentÊincreasesÊsubstantially.ÊÊ
ThisÊappearsÊunlikelyÊasÊweÊareÊseeingÊ
moreÊjobÊopeningsÊthanÊunemployedÊ
people.ÊÊ 
 
TheÊbabyÊboomerÊgenerationÊworkedÊ
longerÊthanÊpreviousÊgenerations,ÊbutÊ
thenÊdecidedÊinÊlargeÊnumbersÊtoÊretireÊ
duringÊtheÊpandemic.ÊÊCombinedÊwithÊ
lowerÊimmigration,ÊlaborÊsupplyÊisÊ
tight,ÊmakingÊitÊeasyÊtoÊfindÊaÊnewÊjob.ÊÊ 
 
TheÊconsumerÊtodayÊisÊmuchÊlessÊ
leveragedÊwithÊdebtÊthanÊinÊtheÊpast.ÊÊ
TheÊstimulusÊchecksÊhaveÊactuallyÊ
resultedÊinÊhistoricalÊcashÊbalancesÊforÊ
households,ÊcurrentlyÊaveragingÊaboutÊ
$24,000Ê(householdÊperÊcapita).  
Source: Miller Howard Investments. 
 
TheÊbusinessÊsectorÊhasÊaÊhigherÊ
percentageÊofÊtheirÊdebtÊinÊlong-termÊÊ
bondsÊwhichÊhaveÊaÊfixedÊrateÊofÊ
interestÊasÊcomparedÊtoÊshort-termÊ
bankÊdebt.ÊSource: Miller Howard Investments. 
 
 
 
 
 
 

InvestingÊisÊaboutÊtheÊfuture,ÊnotÊtheÊ
past.ÊÊGivenÊrisingÊrates,ÊweÊdoÊnotÊseeÊ
P/EÊexpansionÊasÊaÊreliableÊsourceÊofÊ
returnsÊgoingÊforward.ÊÊAddingÊtoÊtheÊ
highÊuncertaintyÊinÊtheÊeconomicÊ
environmentÊonlyÊstrengthensÊtheÊ
argumentÊtoÊavoidÊexcessiveÊrisk,ÊseekÊ
qualityÊandÊgrowthÊwithÊadequateÊ
diversification,ÊandÊincludeÊaÊ 
fixed-incomeÊstrategy. 
 

ObscuredÊbyÊtheÊnegativeÊheadlinesÊthatÊ
dominatedÊ2022ÊwereÊsomeÊastoundingÊ
technologicalÊadvancements.ÊÊAÊveryÊ
significantÊeventÊlateÊinÊ2022ÊwasÊtheÊ
successfulÊtestÊtoÊigniteÊaÊfusionÊreactionÊ
that,ÊforÊtheÊfirstÊtime,ÊrequiredÊlessÊ
energyÊthanÊitÊproduced.ÊÊTheÊabilityÊtoÊ
harnessÊfusionÊtechnologyÊforÊanyÊ
meaningfulÊapplication,ÊincludingÊasÊaÊ
sourceÊofÊcleanÊenergy,ÊmayÊbeÊdecadesÊ
away.ÊÊButÊthisÊdevelopment,ÊalreadyÊ
recognizedÊbyÊmanyÊasÊoneÊofÊtheÊgreatÊ
technologicalÊachievementsÊofÊtheÊpastÊ
century,ÊmovedÊtheÊfusionÊenergyÊneedleÊ
inÊaÊsignificantÊwayÊ–ÊfromÊaÊpipedreamÊ
toÊaÊveryÊrealÊpossibility.Ê 
Source: Time Magazine   

That’sÊwhatÊtheÊfutureÊisÊallÊabout.ÊÊ
ScoresÊofÊnewÊinnovationsÊandÊ
developmentsÊemergedÊinÊ2022.ÊÊTheseÊ
includedÊbreakthroughsÊthatÊallowedÊanÊ
upgradeÊinÊtheÊcapabilitiesÊofÊartificialÊ
intelligenceÊsuchÊasÊChatGPT.ÊÊAlso,ÊweÊ
sawÊmedicalÊadvancesÊlikeÊdrugsÊthatÊ
showÊsignsÊofÊeffectivelyÊaddressingÊ
obesityÊandÊAlzheimer’s.Ê 
Source: Minneapolis Portfolio Management Group, LLC 

 

AchieveÊsuperiorÊresultsÊforÊourÊ
clientsÊbyÊprovidingÊinstitutionalÊ
levelÊinvestmentÊmanagementÊandÊ

consultingÊservices. 

Our Mission 

 
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. 

What We Do Major Differences 
from 2008-2009 

Recession 

The Future 
Opportunities/Risks 


