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“The only value of stock forecasters is to make fortune“The only value of stock forecasters is to make fortune
tellers look good”tellers look good” - Warren Buffett -

I have used this quote before to highlight the importance of not taking economic/market
predictions too seriously. While we do study plenty of research from trusted sources as we
help clients plan for the future, we are quite aware of the fact that accurately predicting
shorter-term outcomes is challenging at best and find it prudent to focus on the long-term
instead. Such is the case as we look back at a challenging 2022 and ahead to tomorrow. 
 
First, a look back as stocks logged the worst year since 2008. While many experts predicted
a year of slow growth with plenty of risks, I don’t recall any forecasting this kind of
downturn. Rising interest rates intended to beat persistent inflation, coupled with geopolitical
shocks and slowing growth, led to a selloff that was notable not only for its depth but also its
breadth and persistence. The S&P 500 fell 19%, the Dow Jones Industrial Average dropped
8.8%, and the NASDAQ lost 33%. And bond prices fell as interest rates rose with the Fed’s
aggressive inflation-fighting, with the Bloomberg US Aggregate Bond Index down over 14%
for the year—only the 4th year of negative bond market returns since 1976.

Tighter monetary policy caused investors to flee previously popular bets like big tech names
which saw dramatic declines—Meta (64%); AMZN (49%); AAPL (26%); NFLX (51%);
GOOGL (39%); MSFT (28%)—and Tesla shares slid (65%). Energy stocks and commodities
were one of the few market positives—with the Energy Select Sector SPDR Fund (XLE) up
over 57% for the calendar year. Cryptocurrencies were hit especially hard—the price of
Bitcoin fell more than 60% in 2022 with even greater uncertainty given the collapse of
FTX. Bottom line: there was almost no place to hide last year. Here’s a look at return
histories:  

As always, the future is unclear—or as Warren Buffett noted “in the business world, the
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rearview mirror is always clearer than the windshield." Fed Chairman Powell has signaled
that he doesn’t see the fight against generationally high inflation near done as central banks
make up for mistaking inflation as “transitory”. There are concerns that the Fed may “over-
shoot” and lead the economy into recession—Vanguard puts the chance of recession in 2023
at 90%. Russell says recession in 2023 seems likely with a global economic recovery on the
horizon by end of 2023. Other forecasts are similar—most argue that a recession will likely
be mild. The war in Ukraine continues with awful human and financial impacts—and no end
in sight. China’s strict COVID policies continue to impact global trade while citizens push for
reopening. But there are some bright spots too. Unemployment continues to be near record
lows. Personal and business balance sheets are strong. Clients getting Social Security
checks will see a big 8.7% CPI benefit increase in January. And there are signs that inflation
is starting to be tamed with central bank efforts likely to succeed—albeit subject to more rate
hikes ahead. 
 
So, what might all this mean for investors? Although it is impossible to say with confidence
when equity and bond markets will bottom, we believe that valuations and yields are more
attractive than they were a year ago. In their 2023 outlook, Vanguard’s investment strategy
group noted “we expect investors to be better off because, not in spite, of the selloff.” Simply
put, the decline in asset prices argues for better future returns. Consider the chart from
Vanguard below:

*Sources: Vanguard calculations, based on Robert Shiller’s website at aidawss.yale.edu/-shille/data/htm, the US Bureau of Labor

Statistics, the Federal Reserve Board, and Refiinitiv, as of September 30, 2022 and September 30, 2021. Projections and other

information generated by VCMM regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect

actual investment results, and are not guarantees of future results. Distribution of return outcomes from VCMM are derived from

10,000 simulations for each modeled asset class.  

Note that US equities have yet to drop below fair-value range, which they historically have
done during recessions—but global (non-US) equities and bonds look attractively valued. So,
while the shorter-term outlook is still uncertain, lower valuations and higher interest rates
should improve the long-term outlook for investors. Vanguard’s return expectations are 2.25%
higher than last year with 10-year return forecasts of 7.2%-9.2% for developed non-US
markets; 4.7%-6.7% for US equities; and 4-5% for both US and international
bonds. Interestingly, Vanguard’s 5.5% 10-year return forecast for a balanced (60%
stock/40% bond) portfolio is like their 10-year forecast a decade ago—and not far-off actual
results over the turbulent decade.
 
We think all of this argues for staying diversfied and riding-out volatile markets. We know that
this can be difficult to do while seeing portfolio values drop as they did in 2022. The desire to
“do something” can be powerful when markets are scary. But time and time again history
shows that making dramatic investment changes amid markets that are scary—or euphoric—
can be costly. We’ve guided clients through some very challenging times over the many
years including the “dot.com bubble/bust” of the late 90’s/early 2000s, the “great recession” of
2007-09, and the global pandemic that began early 2020. In fact, there have been 9 “bear
markets” (declines of 20% or more lasting two months or longer) since 1980—so these aren’t
all that rare. Yet each was a painful reminder of how volatile markets can be—and how it
seemed like the downturn would never end. But each downturn did end, and markets
rebounded with no more warning than when they started falling. A careful study of market
history shows that stocks often rebound amid continued bad economic news—we saw this in
2009 as markets took-off in March with awful economic stories continuing in the news for
months. 
 
Staying the course doesn’t mean nothing is happening behind the scenes. Our team was



busy looking for ways to take advantage of market declines—trying to “turn lemons into
lemonade.” Tax-loss harvesting should provide valuable tax benefits down the
road. Portfolios were rebalanced to keep them aligned with long-term risk/return
targets. Lower valuations provided some nice estate/gift tax advantages. We processed
hundreds of RMDs for older clients—and many took advantage of using RMDs to make
charitable donations. And bond allocations have been tuned as we look forward to moving
out of the near-zero interest rate environment we’ve been in for several years to higher yields
ahead. 

Putting things in perspective can be a valuable thing in life—especially during more difficult
times. I read a quote about the importance of distinguishing between being “rich” and being
“wealthy.” Being wealthy confers the freedom NOT to spend money. To be wealthy, as
opposed to being merely rich, means no longer having to prove anything—to yourself or
anybody else. You spend not to make a statement, but to create experiences with family and
friends or to give back to the society that made your wealth possible in the first place. Being
able to enrich the lives of those you care about is the ultimate form of wealth. We find an
awful lot of our clients prioritize living “wealthy lives.” Worth keeping in mind. 
 
Time for an annual check-up? If you haven’t had a recent review, now might be a good time
to sit down with us. Planning is still at the forefront of our work with clients. Long-term goals
like funding a comfortable retirement, helping kids/grandkids get a good education, and
ultimately leaving a legacy require taking a long-term perspective. Using what we believe are
realistic assumptions about the future (spending, life expectancy, inflation, taxes, and
returns), we provide a road-map to guide you toward meeting these goals. Plans are “stress-
tested” using sophisticated Monte Carlo simulations to provide a look at a range of possible
outcomes designed to account for market volatiility (like we’ve just experienced). This
planning is a process—not an event—making regular reviews and any “mid-course
adjustments” important in helping you stay on-track. As always, we stand ready to talk you
though things, update plans, and answer your questions.  
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This newsletter contains general information that is not suitable for everyone. The information contained herein should not be construed as personalized investment

advice. Past performance is no guarantee of future results. There is no guarantee that the views and opinions expressed in this newsletter will come to

pass. Investing in the stock market involves gains and losses and may not be suitable for all investors. Information presented herein is subject to change without

notice and should not be considered as a solicitation to buy or sell any security. We are neither your attorneys nor your accountants and no portion of this material

should be interpreted by you as legal, accounting or tax advice. We recommend that you seek the advice of a qualified attorney and accountant.

Greene Wealth Management (“GWM”) is an SEC registered investment adviser with its principal place of business in the State of Washington. GWM and its

representatives are in compliance with the current registration and notice filing requirements imposed upon registered investment advisers by those states in which

GWM maintains clients. GWM may only transact business in those states in which it is registered/notice filed or qualifies for an exemption or exclusion from

registration/notice filing requirements. This newsletter is limited to the dissemination of general information pertaining to its investment advisory services. Any

subsequent, direct communication by GWM with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or

exclusion from registration in the state where the prospective client resides. For information pertaining to the registration status of GWM, please contact GWM or
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refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). 

The information set forth herein has been obtained or derived from sources believed by GMW to be reliable. However, GWM does not make any representation or

warranty, express or implied, as to the information's accuracy or completeness, nor does GWM recommend that the information set forth herein serve as the basis

of any investment decision. No portion of this writing is to be interpreted as a testimonial or endorsement of GWM's investment advisory services and it is not known

whether the clients referenced approve of GWM or its services.

Indices are unmanaged. Any reference to a market index is included for illustrative purposes only as it is not possible to directly invest in an index. The figures for

each index reflect the reinvestment of dividends, as applicable, but do not reflect the deduction of any fees or expenses, or the deduction of an investment

management fee, the incurrence of which would reduce returns. It should not be assumed that your account performance or the volatility of any securities held in

your account will correspond directly to any comparative benchmark index. Bonds and fixed income investing involves interest rate risk. When interest rates rise,

bond prices generally fall.

For additional information about GWM, including fees and services, send for our disclosure statement as set forth on Form ADV from GWM using the contact

information herein. Please read the disclosure statement carefully before you invest or send money.
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