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RZH INSIGHTS: A roller coaster of a riddle…
What goes down 12%, then up 11%, then down 20%, then up 17%, then down 9%, then up
5% then down 11%? You unfortunately already know the answer…it’s this year’s stock
market! These are the actual movements since January 1st, leaving the S&P 500 down 22%
for the year.
Are you exhausted yet? You are not alone, most RZH clients are as well.
For an explanation of why this is happening please refer to my Q2 memo HERE. Since then,
we’ve had even worse inflation news and an even stronger response from the Federal
Reserve which has triggered this latest downturn. The market is adjusting to higher interest
rates, less liquidity, and the realization that the era of the “Fed put” is over.
Is there any precedent for this – yes:
There have been 14 bear markets (including this one) and 13 recessions since World War
II – an average of one about every 6 years.
The average bear market decline is -32.7% which implies that this bear market could see
further downside. I would not be surprised to see this, especially given the myriad of
global geopolitical risks, continued inflation surprises, and the Fed’s desire to remove
liquidity from the system.
The good news is that the average bear market lasts 367 days, so we may already be 75%
of the way through this one.
A silver lining is that you can finally earn some interest on cash and bonds. A two-year
Treasury bond yields over 4% - up from .26% just a year ago.

Each bear market and recession is unique in its own way. This one is unlike anything
we’ve seen before given the confluence of the pandemic, excessive government stimulus,
persistent inflation, European energy crisis, supply chain shocks, the Ukraine war, etc.
Every bear market causes feelings of panic and despair. They make you question your
investment plan and previously held investing beliefs. All bear markets are painful – every
single one of them.
Emotions are running high, and an important part of our job is to help clients reject
emotional responses in favor of rational decision-making. Bear markets are when
individuals and families protect their long-term wealth and ensure a more predictable
future by not panicking and instead sticking to a well-designed plan. Our clients have
custom-tailored financial plans whereby each dollar invested has a specific role in
achieving an important personal objective. The worst plan is the one not followed,
especially in the face of provocation such as this market environment and media hysteria.
Neither I (nor any other honest person) knows when this will end, but we do know that it
will end. To plan any differently would be ignoring 200 years of history. I believe that
forming investment policy based on predictions, instead of evidence, is very dangerous.
In the meantime, it is more important than ever to follow the pre-mentioned bear
market/recession playbook: keep 1-2 years of cash flow needs on the sidelines, maintain
4-5 additional years of investment-grade short/intermediate-term bonds and own
predominately large-cap, blue-chip stocks. It is equally important to keep working on
your plan by rebalancing, tax-loss-harvesting, avoiding large expenses when the market is
down, and investing available cash to take advantage of depressed stock prices. For more
on this please re-read Dana’s Three Bucket Theory memo HERE.
At RZH we’ve successfully navigated through many bear markets and recessions. I’m sure
this won’t be the last. We are always here to talk this through with you and answer your
questions. Thank you for being our clients. It is a privilege to serve you.
Best regards,

Extra content: The majority of our equity holdings are those which comprise the S&P 500
and their international counterparts. This is not a random set of stocks or merely a “passive”
index. Unbeknownst to many, the S&P 500 is a thoughtfully selected and carefully managed
portfolio of the largest, most soundly financed, best managed, most profitable, most
innovative, and most transparent companies serving America and the world. For an insightful
explanation of how to think about these stocks (versus the “stock market”) please click on
THIS MEMO or ask me to walk you through a seminar I gave on this topic. The bottom line is
that the long-term upward trend of stocks does not occur in a straight line. So, perhaps
consider the accompanying volatility as simply the price of admission to owning an asset
class that has produced compounded returns of 10% annually.
Some material, content, and statistics are derived from Ben Carlson’s blog A Wealth of Common
Sense, and the Nick Murray Interactive newsletter.

Important Disclosure Information
Please remember that past performance may not be indicative of future results.
Different types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any specific investment,
investment strategy, or product (including the investments and/or investment
strategies recommended or undertaken by RZH Advisors (“RZH”), or any noninvestment related content, made reference to directly or indirectly in this
commentary will be profitable, equal any corresponding indicated historical
performance level(s), be suitable for your portfolio or individual situation, or
prove successful. Due to various factors, including changing market conditions
and/or applicable laws, the content may no longer be reflective of current
opinions or positions. Moreover, you should not assume that any discussion or
information contained in this commentary serves as the receipt of, or as a
substitute for, personalized investment advice from RZH. Please remember to
contact RZH, in writing, if there are any changes in your personal/financial
situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services,
or if you would like to impose, add, or to modify any reasonable restrictions to
our investment advisory services. RZH is neither a law Firm, nor a certified
public accounting Firm, and no portion of the commentary content should be
construed as legal or accounting advice. A copy of the RZH’s current written
disclosure Brochure discussing our advisory services and fees continues to
remain available upon request, or at www.rzhadvisors.com.
Historical performance results for investment indices, benchmarks, and/or
categories have been provided for general informational/comparison purposes
only, and generally do not reflect the deduction of transaction and/or custodial
charges, the deduction of an investment management fee, nor the impact of
taxes, the incurrence of which would have the effect of decreasing historical
performance results. It should not be assumed that your RZH account holdings
correspond directly to any comparative indices or categories. Please Also Note:
(1) performance results do not reflect the impact of taxes; (2) comparative
benchmarks/indices may be more or less volatile than your RZH accounts; and,
(3) a description of each comparative benchmark/index is available upon
request.

Please Note: Limitations: Neither rankings and/or recognitions by unaffiliated
rating services, publications, media, or other organizations, nor the
achievement of any designation, certification, or license should be construed by
a client or prospective client as a guarantee that he/she will experience a
certain level of results if RZH is engaged, or continues to be engaged, to provide
investment advisory services. Rankings published by magazines, and others,
generally base their selections exclusively on information prepared and/or
submitted by the recognized adviser. Rankings are generally limited to
participating advisers (see link as to participation data/criteria, to the extent
applicable). Unless expressly indicated to the contrary, RZH did not pay a fee to
be included on any such ranking. No ranking or recognition should be construed
as a current or past endorsement of RZH by any of its clients. ANY QUESTIONS:
RZH’s Chief Compliance Officer remains available to address any questions
regarding rankings and/or recognitions, including the criteria used for any
reflected ranking.
* About the Forbes Ranking: The Forbes ranking of America's Top Women Wealth
Advisors, developed by SHOOK Research, is based on an algorithm of qualitative
and quantitative data, rating thousands of wealth advisors with a minimum of
seven years of experience and weighing factors like revenue trends, assets under
management, compliance records, industry experience and best practices learned
through telephone and in-person interviews. Portfolio performance is not a
criteria due to varying client objectives and lack of audited data. Neither Forbes or
SHOOK receive a fee in exchange for rankings.

