
Many believe “bonds are back”! When bonds were clobbered in 2022 by the
steep increase in interest rates, in fact, according to Schwab Center for
Financial Research, the steepest we’ve ever seen in our history, all bonds
performed poorly, even the less volatile and the shortest term. If indeed the
Federal Reserve is close to the end of their Fed hiking cycle, we believe we
should expect bond prices to return to their levels prior to the down year in
2022. Many who advise us say they haven’t seen this kind of potential
opportunity in bonds for a very very long time since yields have been in the
0-2% range. Now that money market funds are paying over 5% and almost all
bonds are paying greater than 5%, if the Fed stops raising interest rates, and
the economy slows, we would expect to see interest rates go down and bond
prices go up substantially. 
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-The information in this report does not purport to be a complete description of the securities markets, or developments referred to in this material.
-The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.

-Any opinions are those of Barnes-Pettey and not necessarily those of RJFS or Raymond James.
-Past performance may not be indicative of future results.

-There is no assurance any of the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a loss, including the  loss of all principal.
- Individual investor’s results will vary. Diversification does not ensure a profit or guarantee against a loss.

-Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more or less than your initial investment. Holding bonds to term allows redemption at par
value. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and when interest rates fall, bond prices generally rise.
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The Markets - still controlled by the Fed
The US Federal Reserve left interest rates unchanged at 5.25 to 5.5, a 22-year high. The policy statement contained
minimal changes to key wording and Chair, Jerome Powell, continued to signal reasonably high odds of another
rate hike later this year. 

The Commerce Department reported the Fed’s favorite inflation indicator, the Personal Consumption
Expenditure “PCE index”, rose only 0.1 % in August and 3.5% in the past 12 months. The core PCE, which excludes
food and energy, also rose 0.1% in August and 3.9% in the past year. That is good news for future Fed policy
decisions. If the PCE continues to cool off, the Fed will likely not need or want to raise key interest rates further.
The Commerce Department also reported that consumer spending rose just 0.4 % in August down from 0.9% in
July, so consumers are also becoming more cautious. According to Goldman Sachs, the risk of recession over the
next year is just 15%, far below the 55% Bloomberg Consensus. They maintained that Q4 drag looks temporary and
the long-term growth fundamentals remain favorable. Real disposable personal income is rising at a solid pace
because of ongoing growth of employment, real wages, and interest income. The Manufacturing sector, in their
opinion, seems to have bottomed.

The fourth quarter of a calendar year is very similar to the fourth quarter of a football game. Much of the time the
most significant action often happens in that fourth quarter. That doesn’t mean you can ignore the first three
quarters, and in this year the first nine months have not given us much reason for optimism. According to
Navellier Investment Counsel, in the past 25 years, the fourth quarter has delivered more than twice the returns of
the first three quarters; plus 4.67% versus just 1.91%. They maintain the reasons for these 4th quarter surges are
things like pension plan funding, tax loss buying or selling, and year end fund window dressing. Further engines
driving that fourth quarter performance though are the holiday season, sports, family get togethers, and looking
forward to the new year, especially if we get some political relief. 

Since 1950, pre election years have averaged 16.6% according to Navellier Investment Counsel. You’ve seen
performance in presidential election years in our Newsletters before. Since 1951, the 18 presidential cycles have
averaged 16.6% in the S&P 500 with only 1 slight down year in 2015. 

Dudley, Andrew and Daniel joined the Clarksdale
Rotary Club in a “Let’s Clean up Clarksdale”.
They spent the better part of a day cleaning up 12
blocks of West Second Street, getting trash out of
gutters and cleaning the overgrown grass on the
curbside. We regret that our street sweeper is
broken, but we in the Rotary Club took it into
our own hands and did something about it! Greg
Hoskins is pictured with the BP team.

 Don ‘ t  Let  Year  End P lanning
Sl ip  Up on  You! tex t

Those of us that are over 73 must take our
Required Minimum Distributions from
our IRAs before December 31. If you have
not already done that, make sure and
contact us to get yours paid and to
consider using some of your distribution
for a qualified charitable distribution.
Previous newsletters have pointed out
that up to $100,000 can be given from
your IRA to a qualified charity on a
nontaxable basis. This is a win for you
and a win for your favorite charities. 

Harvesting tax losses and offsetting capital gains is a year end
exercise that we feel should be considered when appropriate.  
We don’t want to disrupt our long-term investment strategy
when harvesting losses, but we also don’t want to pay taxes on
any money that can be offset by a loss in real estate, stocks, or
mutual funds. Let us know if we can help you 
in this regard.


