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Much Worse
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n 1st Quarter 2022 Recap: It
Could Have Been a Lot Worse

The first quarter was a rough period for both investment
managers and clients. The big issues troubling investors
included rising interest rates, the Russian invasion of Ukraine,
inflation and the first hints of a slowing economy. On the
positive side, the COVID-19 pandemic appears to be
declining domestically, but still seems to be inflicting illness
on many countries with poor vaccination strategies.
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Fortunately, a rally in stocks during the month of March
materially eased the damage. The Bloomberg Aggregate
Bond Index, the Dow Jones Industrial Average of bonds, lost
5.9%. It was one of the worst quarters for the bond market
ever. Inflation concerns, coupled with the changing Federal
Reserve “Fed” policy to being more restrictive in lending,
led to investors selling bonds. Ironically, the stock market
held up better than the bond market during the first quarter
with the S&P500 declining 4.6%.
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10 Year Treasury Bond Soars in Yield to Over 2.75%, Up Over 1% from the Beginning of 2022

Jennifer R. Figurelli
Managing Director &
Co-Founder, CTFA

Jennifer Figurelli has over 20 years
of experience in the trust
administration field. Jennifer
has a Bachelor of Arts degree in
Business Administratiofrom Florida
Southern College and a Legal
Assistant’s Certificate from Florida
Atlantic University. She also is a
graduate of the Florida Bankers
Association Graduate Trust School
and holds a Series 65 license and
Life, Health and Variable Annuity
designations.

Generally, client portfolios declined less than
market averages. Stock portfolios included several
defensive positions that helped offset the decline,
such as AbbVie, National Fuel Gas, Oneok,
Johnson & Johnson, Newmont Mining (gold),
and Huntington Ingalls. In bond portfolios, the
Fidelity Conservative Bond Fund, which focuses
on short-term issues, helped dilute the market
declines of longer-term issues.

1ST QUARTER
FINANCIAL MARKET PERFORMANCE
S&P500 Stock Index

-4.6%

Bloomberg Aggregate Bond Index

-5.9%

GSCI Commodity Index
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n Economic Outlook: Slowing from Overdrive
In 2021, gross domestic product (GDP) rose by 5.7%
– well above the long-term trends of 2% to 3% as the
economy reopened. Growth was well above normal
and beyond the capacity of the economy to function
efficiently. Growth is expected to moderate in 2022
and years to come. This year, GDP growth is expected
to decelerate to an increase of 3.4% in the first quarter
then moderate significantly for the rest of 2022.
The risk of recession this year is 20%, up from 15%,
according to Bloomberg economic surveys.
The United States is a consumer-driven economy with
two-thirds of its GDP coming from consumer spending.
For decades, consumers benefited from low inflation as
products sourced from foreign lands provided cheaper
and often better products. Global trade peaked a
few years ago. With ongoing COVID-19 disruptions in
China and other countries with poor vaccinations, they
are becoming unreliable suppliers. The Russian invasion
has added a new factor as countries try to divorce from
the most violent autocrat in recent memory.
The consumer remains in good financial condition to
weather the emerging economic challenges. During

the pandemic, government stimulus payments, recent
wage gains and bonuses enhanced the wealth of those
employed. Although increased wages are inflationary,
the increase in wealth of the middle class is a good
thing. Also, wage increases are beginning to lure
workers back into the workforce as financial resources
are spent and boredom has set in. There remain at
least 2 million fewer employees compared to prepandemic times.
Looking back over the past few years, low interest
rates, government financial support, strong demand for
products and emerging demand for services has the
economy in a good place. During Andy’s recent visit
to Buffalo, New York, he noticed a different looking
town from decades ago with new buildings, cleaner
streets and a vibrant business community. Buffalo is
representative of material economic improvements in
recent years, but the economy is about to encounter
several headwinds. A key concern is that the Federal
Reserve will dramatically increase interest rates,
choking off investment and reversing the recent
economic gains throughout the nation.

n Inflation Caused by Extraordinary Factors: Pandemic, War and
a Bit of Greed
The Federal Reserve is declaring war on inflation.
Inflation is running at a rapid pace of 6% to 8% annually
depending on the index. A trip to any grocery store
will provide a more personal perspective. What are the
underlying sources of inflation?
Recall that prior to the pandemic, inflation was trending
about a 2% long-term rate and GDP was growing
about 2% on average as well. Many of the factors
keeping inflation tame have now reversed. The trend of
global trade has peaked. Geopolitical friction towards
sourcing cheaper products from abroad comes at a
cost. COVID-19 created huge economic swings, which
now has created huge shortages of inventory and labor.
Labor was in short supply due to demographics prior
to the pandemic. COVID-19-related issues reduced the
labor market by two million workers compared to prepandemic levels. Given the economic growth, the labor
shortage is closer to three to four million workers.

Sporting and concert events bring this issue into light.
Why charge $1,000 a seat when it will sell for $3,000?
However, when milk, eggs and gas are up significantly,
it becomes a problem for a larger portion of
the population.
The Ukraine War, like COVID-19, is a special
circumstance of a “supply shock,” dramatically
upsetting normal economic impacts. Russia supplied
significant quantities of the world’s oil, natural
gas, wheat and nickel. Prices
for these and other
commodities will be
elevated until new
sources can be secured.
By the way, Canada is
well-positioned to fill
the void.

On the demand side, consumers are in the latter stage
of their post-COVID-19 spending surge. Consumers’
strong financial condition is behind a significant position
of the inflation issue. Greed is another factor not often
discussed in the financial media. Businesses are raising
prices because consumers are willing to pay more;
consumers are willing to pay more because they
“want it now.”
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n Federal Reserve Policy: Will Raising Interest Rates Tame Inflation?
One of the big concerns for investors is the Federal
Reserve’s interest rate increases to head off inflation.
Keep in mind, the Fed has two mandates: stable prices
and maximum sustainable employment. Here is the
Fed’s problem: Prices are high due to extraordinary
factors while employment is low due largely to
demographics. The Fed is looking at the symptoms,
and not the causes, of inflation.
Another rumor is that the Fed is targeting lower
financial market values to reduce demand. Investment
income is a larger percentage of total personal income
and has a material impact on spending. A sustained
drop in portfolio values will have a material impact on
consumer spending, especially in affluent areas like
Naples, Florida.
The implications for the increasingly hawkish, or very
restrictive, Fed monetary policy are higher interest
rates, lower economic growth, and lower stock
and bond expected returns. The top economists at
Goldman Sachs expect a 4% Fed funds rate, a new
high as expectations are increased rapidly.
So, what will higher interest rates accomplish? Higher
interest rates will address the “greed” factor of
inflation by reducing a portion of demand – especially
related to financed purchases of cars and homes.

The Fed’s big mistake is that raising interest rates will
do nothing to combat inflation caused by COVID-19
and war-related shortages. The Fed can’t drill for oil,
plant wheat or build apartment buildings.
In some cases, the Federal policy could increase
inflation. For persons who are paying increased rental
costs for an apartment, higher interest rates will
limit the construction of new apartment buildings.
Similarly, the financing or leasing of a new fuel-efficient
vehicle gets harder to afford as interest rates rise, and
especially upon the middle- to lower-income earners.
• The Federal Reserve has raised short-term Federal
funds to 0.25% and is expected to make several
more rate hikes over the next 12 to 18 months.
Based on interest rates, it is likely by mid-2023
investors will see Federal fund rates between 2%-3%.
With shortages in commodities due to the pandemic
and war, a rising interest rate environment will be
counterproductive as the cost to invest in new supplies
will only be more expensive. Higher interest rates will
have a positive impact on the “alpha” factor, taking
the edge off greed. Also, fixed income investors will be
rewarded with higher returns on bank deposits and CDs.
Corporations will enjoy surplus cash, such as Apple with
$80 billion in net cash, and report higher earnings.

n Investment Strategy for 2nd Quarter 2022 & Beyond

Client portfolios are now positioned with a defensive tilt, while exposed to growth opportunities. During the first
quarter of 2022, portfolios held up better in a declining equity market due to the defensive holdings in natural gas,
healthcare and gold sectors. In fixed income, our heavy weighting on short-term maturities insulated portfolios from
rising interest rates.
S&P500 Index in a Choppy, Volatile Pattern. Be Ready for Good and Bad!

Continued on page 4
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Looking forward, the financial markets are navigating
the impact of the war, the surge in inflation moderating
economic growth, and the new restrictive Federal
reserve monetary policies. Businesses are navigating
these challenges, and some will benefit.
In the financial markets, stocks may be a better inflation
hedge than bonds, since businesses can raise prices.
We are expecting interest rates to continue to trend
higher across all maturities until the Federal Reserve
approaches the end of their restrictive policies, which
will take time. Given the bond market influence on the
stock market, we expect a choppy situation with wide
swings. It is possible for stocks to break the lows of
early March, but could also rally on a bit of good news,
such as the war entering a ceasefire.
During the month of March, we added Tesla, Deere,
Microsoft, and Nvidia. New positions during the
quarter have been established in technology and in
the dental businesses. For example, due to aging
demographics and lack of routine dental care during
the pandemic, the dental industry should experience
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steady demand in 2022 and beyond. Hence our
investment in Henry Schein, Inc., a major distributor
of medical and dental supplies.
Other key themes in the portfolio include healthcare,
natural gas, financials and new energy. Bank profitability
is strongest when short-term rates are low and longterm rates are significantly higher. They can pay a low
rate on deposits, but lend at a much higher rate. Despite
higher interest rates, the banks have performed poorly.
Holdings for JPMorgan and Goldman Sachs were
reduced in the first quarter, but positions in KeyBank
and First Foundation, Inc. were added.
The war has changed the outlook for the commodity
related industries. With Russia de-coupling from the
world economically and Ukraine in no position to be
farming, many markets will be in transition. Deere will
benefit from the shift of business to North America
where they have a larger market. National Fuel Gas
and Oneok, Inc. will benefit from the electronic vehicle
demand for natural gas.

Buffalo, New York’s National Fuel Gas Is Having a Strong Year

Given the potential for a moderation in consumer spending, the non-discretionary healthcare industry offers an
increase in demand from procedures that have been delayed by the omicron variant. Intuitive Surgical, Inc. should
grow at a faster pace this summer. Johnson & Johnson will benefit from more traditional procedures and less
disruption from COVID-19. One area that we are avoiding is the real estate industry with one minor exception, Trex.
As much as Trex is attractive in the long-term and will likely continue to grow its decking business into other areas,
investor sentiment towards any stock related to construction has a strong headwind.
Our strategy for the energy sector is to focus on natural gas. Long-term, natural gas is positioned for growth from
utility demand, decommissioning of coal power plants and now the potential for exports. National Fuel Gas and
Oneok, Inc. are well-positioned to benefit from these trends.
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Conversely, oil is not attractive in the long term.
Domestic drilling is expanding rapidly as the number
of rigs is up 78% from a year ago. Supply shortages
may ease as new production comes online in four to
six months. However, oil demand is a significant risk as
electric vehicles take up a growing percentage of the
vehicle fleet. The fueling costs of an electric vehicle
are 25% to 33% of the cost of an internal combustion
engine vehicle, which will motivate the transition. Also,
any resolution to the war or new sources of oil in the
world market will put oil prices at risk.
Several core holdings serve as a hedge against
negative events associated with the war. The natural
gas stocks have benefited from rising commodity
prices. Newmont Corp., the largest miner of gold in
the world, has performed well as investors seek the
safety of gold and the company’s 3% dividend yield.
Huntington Ingalls Industries is a large builder of
aircraft carriers and other military ships. Selling at a low
valuation, Huntington Ingalls Industries could benefit
from increased military budgets. Generally, these
holdings have helped to insulate portfolios from the
negative impact of the war.
In the technology sector, portfolio exposure has been
reduced as profits have been harvested over the last
two quarters. Technology remains integral to long-term
economic growth and security. Technology holdings are
concentrated on the largest and most financially stable,
including Microsoft, Apple and Nvidia. Recently, the
position in Microsoft increased as the stock had fallen
to attractive valuation. Microsoft has a steady revenue
stream due to subscription-leased revenue from
customers, such as our firm.
Apple is also a core holding. Higher interest rates
could help earnings, since Apple has net cash of $80
billion and continues to grow. In the semiconductor
space, the position Nvidia has been reduced by twothirds over the past six months. Nvidia is the leading
designer of chips for the most complicated applications
such as artificial intelligence, gaming and data centers.
With the negative outlook for the bond market,
we continue to favor holding funds in the Fidelity
Conservative Bond Fund, for the short-term, as well
as the Fidelity Floating Rate Fund. We continue to
hold core positions in laddered, high-quality bonds. At
some point, we will emerge from the safety holdings
and begin to purchase individual bond issues when the
yields stop increasing. One important concept in bond
investing is that you know the value of a bond upon
the maturity barring a default. So, most individual bond
issues are intended to be held to the maturity.

n SECURE 2.0 Will Impact
Retirement Savings Options
The Securing a Strong Retirement Act (SECURE 2.0)
has passed the House. The chances of it becoming law
are strong. Several key provisions under SECURE 2.0
may affect clients and include the following:
1.
		
		
		

Gradually increasing the age for first taking
Required Minimum Distributions (RMDs)
from age 72 to 73 in 2023, age 74 in 2030
and age 75 in 2033.

2. Catch-up contributions to IRAs at $1,000 for
		 those age 50 and older would be indexed to
		 inflation after 2023.*
3. Separate catch-up contributions to retirement
		 plans at $6,500 would increase to $10,000 for
		 participants ages 62 through 64.
4.
		
		
		
		

A one-time election for a qualified charitable
distribution in the amount of $50,000 from an
IRA to a charitable gift annuity, charitable
remainder unitrust or charitable remainder
annuity trust.

5.
		
		
		
		

A “retirement savings lost and found” online
database will be available two years after
SECURE 2.0 is enacted. The database will help
those who are having a challenge locating a
retirement plan for a former employer.

6. Automatic enrollment of new and eligible
		 employees in employer sponsored retirement
plans.
*Please note that SECURE 2.0 will require the catch-up
contributions, for people ages 50 and up, to be treated
as post-tax rather than as pre-tax. Therefore, catch-up
dollars will need to be placed in a Roth IRA.
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n Community Involvement for First Quarter 2022

Jennifer Figurelli, CTFA, with President Wynn Watkins of Trinity Life Foundation (left)
and Pastor Andrew Delong of The Tree of Life Church (right)

A Prayer for the Next Generation

On January 14, 2022, Jennifer Figurelli served as the Mistress of Ceremonies for the 3rd Annual Rev. Dr. Martin Luther
King, Jr. Prayer Breakfast at the Hilton Naples, which featured keynote speaker Dr. Wilson Bradshaw, who serves as
president emeritus at Florida Gulf Coast University. The event is the signature fundraiser for Trinity Life Foundation
Naples (TLF), a nonprofit founded on the principle of making a difference for at-risk minority children in Collier County.
TLF acts as a provider and liaison between the Juvenile Justice System and local agencies who provide support systems.
To watch Jennifer’s opening presentation and learn more about TLF, please visit www.trinitylifefoundation.org.

Dante Figurelli and the
benches at Sugden
Regional Park in
Naples, Florida

Eagle Scout Project Creates Inviting Community Spaces

In February 2022, Jennifer Figurelli’s son, Dante, earned the coveted Eagle Scout Rank award. For his Eagle Scout
project, he designed and built three benches from raw Brazilian cherry wood! These benches are now located in
Sugden Regional Park’s Butterfly Garden for everyone to enjoy.
Dante began his journey in the Boy Scouts program at age 7 as a Tiger Cub Scout. Throughout his career as
a Boy Scout, he has earned a total of 32 merit badges. Congratulations, Dante!
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n ProofPoint Cybersecurity Protects AHIA Client Data
Email is the number 1 cybersecurity threat vector faced
in technology today. Compromised email accounts
have cost organizations $26.2 billion worldwide. Social
actions such as phishing and email scams arrive via
email 96% of the time.
These security threats are always evolving. Cyberattacks target people, not technology. Our approach
to cybersecurity centers around protecting our clients.
To stay ahead of email threats, Andrew Hill Investment
Advisors recently installed Proofpoint in our email
correspondence. Proofpoint delivers the most effective
unified solution to protect clients and critical data from
advanced email threats.
When you receive a Proofpoint email from Andrew
Hill Investment Advisors, this signifies a secured
email has been sent. Proofpoint’s extensive email
security platform blocks malware and non-malware
small threats, such as email fraud. In 2019, 86% of
organizations experienced business email compromise
attacks. Proofpoint’s advanced business email
compromise defense provides visibility into the
greatest risks. It provides actionable insights that

assist in a better understanding of the risks clients face
while responding to threats faster. Proofpoint stops
the threats that target them, and provides the tools
needed to stay safe and alert.
The importance of email encryption is a necessity
in today’s world. There are thieves and malicious
hackers around every corner waiting for someone to
send across a social security number, bank account
numbers, login credentials and credit card information.
Encrypting emails ensures a user’s sensitive information
is not spread into the wrong hands.
In the wrong hands, this information makes it very
easy for hackers to steal your identity and hijack
your email, or even bank account. Make sure your
personal information is protected. If you find that you
are sending these sensitive details in an email and
it is not encrypted, reach out to Kristin at Coastal
Technology Concierge - 239-734-1983 for assistance
with protecting your information.

If you have not registered with Proofpoint,
the setup it is as easy as 1,2,3. >>>p8
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Register for ProofPoint in 3 Easy Steps

Step #1: Register your email.

Step #2: Once your email is entered,
you will be prompted to confirm your
registration to Proofpoint.

Step #3: The third and final step
to accessing secured documents is
confirming your registration.

You will now have access to your secured file. If you run into any issues, please feel free to contact
Client Concierge Representative Elicha Moore at elicha@responsibleadvisors.com.
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