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“A lot of financial debates don’t reflect people actually disagreeing, but people playing different games talking over each other.” – Morgan Housel 

The rare Tuesday edition is here! In reality, I just spent a week or so without 
having to think about the financial markets and my brain is a bit rusty. These 
days, not hearing the words “Federal Reserve” at all for more than a week 
straight makes it hard to relapse back into old habits of writing about it. But, 
alas, here we are. On the precipice of the last Federal Reserve interest rate 
hike of 2022 this Wednesday. There is plenty of global central bank market 
watching to go around this week too. The European Union and Bank of England 
are also scheduled to raise interest rates. Given this morning’s U.S. inflation 
numbers, the market is pricing in a nearly 100% chance of a 0.50% interest rate 
increase from the U.S. Federal Reserve (FED) on Wednesday. The latest data 
showed 7.1% year-over-year headline inflation, compared with +7.3% 
estimated (see chart, bottom right). Originally, the market was guessing that 
the FED would raise expectations for the terminal U.S. Federal Funds Rate to 
5.0%-5.25%. The “terminal rate” in this context simply means the highest level 
the Federal Funds Rate will reach within the current interest rate cycle. Instead, 
the market is currently assuming this terminal rate will be around 4.97% and 
peak in May of 2023. This peak dropped from as high as 5.11% last night, as 
the result of this morning’s relatively positive inflation data. 

Economic data is always important to evaluate in hindsight, but specific future 
forecasts are nearly always meaningless. Exact numbers do not mean much. 
Directionality does. In November 2021, we wrote that the market was expecting 
a 0.705% effective Federal Funds Rate after this week’s FED meeting. Instead, 
the effective rate will be closer to 4.50% if the 0.50% increase tomorrow comes 
as expected. The market was right that interest rates would be higher in the 
future, but they were massively wrong about the specifics. For the average 
investor, focusing on inflection points in directionality is more helpful than 
getting bogged down by specific forecasts and estimates. 

To that end, the market is expecting at least a mild recession in 2023 and that 
the FED will start to reverse course and lower interest rates sometime around 
May 2023. Today’s inflation data has given investors more confidence that the 
FED will pivot from their harder line stance in the next few months. But 7.1% 
inflation is still higher than any point in the last 40 years (since 1982). Now that 
inflation is showing signs of cooling off, investors seem to be slowly shifting into 
position to try and pounce on any good news that might signal an (cont.) 

Global Central Bank Interest Rate Increases Highly Coordinated vs. History

 
Inflation Cooling, But Still Higher Than Anytime in Last 40 Years

 
   Sources: Top – Bloomberg LP; Bottom – Haver Analytics, Deutsche Bank 

ABOUT INVESTMENT MANAGEMENT GROUP 
Arvest Wealth Management currently manages over $14 billion in client assets by providing a diverse mix of services including brokerage, trust, investment management, retirement plans, IRAs, custodial 
accounts, estate settlement and insurance. We are people helping people find financial solutions for life. The Investment Management Group is a registered investment advisory within Arvest Wealth 
Management, founded in 2011, and responsible for managing approximately $750 million in assets. 

For the latest market insights and analysis, visit share.arvest.com/wealth 



WEEKLY MARKET INSIGHTS 
December 13, 2022  

 

 

inflection point. There are still plenty of market risks to consider over the next 
few quarters, but many investors know that some of the best returns happen at 
the beginning of a new bull market cycle. They want to get there before 
everyone else does, despite the potential volatility. So there will be a few false 
start stretches with strong positive market performance (kind of like today). The 
directionality of the data is beginning to turn positive relative to the last year or 
so, but that does not mean that potholes in the road won’t appear unexpectedly 
and shake the market’s confidence a few times.  

The end of the year is coming up quickly, and with it there will be an inevitable 
tsunami of 2023 market outlooks that will make the rounds in the coming weeks. 
They will generate a lot of debate and headlines in financial media. Some 

market outlooks will try to be more measured and realistic (like ours      ), while 

others will be more bombastic predicting a more prolonged doom and gloom 
scenario. The financial media will surely give more airtime to the bombastic 
predictions because they drive engagement, but I choose to remain optimistic 
about the medium-to-long term. We will talk a little more about what to expect 
from these market outlook reports next week, but it is important to remember 
that these forward-looking projections are merely a process of codifying 
opinions about the future. They are helpful, but not always enlightening. The 
people putting them together are still humans, rife with emotional biases. 
Recognizing that can help put these outlooks into better context and help 
minimize overreactions to any bombastic predictions. 

“The only incontrovertible evidence that the past offers about the financial 
markets is that they will surprise us in the future. The corollary to this 

historical law is that the future will most brutally surprise those who are the 
most certain they understand it.” – Jason Zweig 

CURRENT ASSET CLASS OUTLOOK 
Equities Current 

U.S. Equity Neutral 

Int’l Equity Slightly Favorable 

Emer. Mkts Slightly Favorable 
 

Real Assets Current 

Real Estate Neutral 

Infrastructure Neutral 

Commodities Neutral 
 

Fixed Income Current 

Invest. Grade Credit Neutral 

Treasury/Agency Favorable 

Mortgage (MBS) Slightly Favorable 

Commercial MBS Slightly Favorable 

Asset Backed (ABS) Favorable 

High Yield Slightly Unfavorable 

Emer. Mkts Debt Slightly Unfavorable 

Taxable Muni Favorable 

Tax-Exempt Slightly Unfavorable 

Tips Neutral 
 

JOIN OUR MONTHLY MARKET CALL 
The Arvest Investment Management Group hosts a monthly Market 
Viewpoint webinar. To join us for our next meeting, please contact Charles 
Kurtz at ckurtz@arvest.com. 

Alex Jantsch, CFA, CAIA® 
Portfolio Analyst | ajantsch@arvest.com 

 

Alex supports the portfolio management team through market 
research that aids asset allocation decisions and due diligence on 
third party investment managers. He has a BSBA in finance, as 
well as a certificate in integrated investment management, and 
holds the CFA designation as a member of the Chartered Financial 
Analyst Institute and the Kansas City Society of Chartered 
Financial Analysts. 
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Market Returns & Rates (as of 12/9/2022) 
Asset Class Sub-Asset Class Index YTD 1-Year 3-Year 5-Year 10-Year 2021 

Equity U.S. Large Cap Equities S&P 500 -16.18% -14.36% 9.59% 10.06% 12.88% 28.68% 
Equity U.S. Mid Cap Equities S&P 400 -11.81% -9.68% 8.64% 7.16% 11.07% 24.73% 
Equity U.S. Small Cap Equities Russell 2000 -18.96% -17.97% 4.58% 4.73% 9.52% 14.78% 
Equity Developed ex. U.S. Equities MSCI ACWI ex U.S. -13.98% -13.12% 2.44% 2.27% 4.78% 8.32% 
Equity Emerging Markets Equities MSCI Emerging Mkts -18.18% -18.99% 0.32% 0.06% 2.27% -2.32% 

Fixed Income Broad Aggregate BB Aggregate -11.84% -11.72% -2.26% 0.33% 1.17% -1.54% 
Fixed Income U.S. Treasury BB U.S. Treasury -11.31% -11.27% -2.29% 0.18% 0.67% -2.32% 
Fixed Income U.S. Treasury Inflation Prot. BB U.S. Inflation Linked -11.29% -10.35% 1.62% 2.49% 1.11% 6.00% 
Fixed Income U.S. Investment Grade BB U.S. Invest. Grade -12.73% -12.54% -1.63% 1.27% 2.31% -1.04% 
Fixed Income U.S. High Yield BB U.S. High Yield -9.98% -9.28% 1.01% 2.62% 4.23% 5.28% 
Fixed Income U.S. Leveraged Loans CS Leveraged Loan -1.33% -1.05% 2.59% 3.23% 3.79% 5.40% 
Fixed Income U.S. Municipals BB Municipal Bond -8.03% -7.93% -0.53% 1.40% 2.06% 1.52% 
Fixed Income Non-U.S. Gov't Bond FTSE Non-U.S. WGBI -20.27% -21.05% -7.05% -3.63% -2.15% -9.68% 
Fixed Income Emerging Markets Debt JPMorgan EMBI -15.46% -15.51% -3.64% -0.68% 1.52% -1.51% 
Real Assets Real Estate FTSE NAREIT -22.11% -17.89% 0.73% 4.34% 7.07% 43.24% 
Real Assets Energy Infrastructure Alerian MLP 26.90% 30.11% 10.38% 3.75% 1.58% 39.85% 
Real Assets Broad Commodities Bloomberg Commodity 12.67% 15.72% 12.65% 5.82% -2.31% 27.05% 
Real Assets Oil WTI Crude -5.57% 0.11% 6.36% 4.36% -1.89% 55.01% 
Real Assets Gold Gold COMEX -1.67% 1.32% 7.21% 7.63% 0.54% -3.51% 

 

Key Market Interest Rates Current Rate 1 Month Ago 2 Months Ago 3 Months Ago 4 Months Ago 6 Months Ago 1 Year Ago 

Federal Funds Rate 3.83% 3.83% 3.08% 2.33% 2.33% 0.83% 0.08% 

Secured Overnight Fin. Rate (SOFR) 3.80% 3.78% 3.05% 2.28% 2.28% 0.75% 0.05% 

90-Day Treasury Rate 4.12% 4.00% 3.30% 2.91% 2.47% 1.22% 0.04% 

2-Year Treasury Rate 4.34% 4.58% 4.31% 3.56% 3.22% 2.81% 0.69% 

5-Year Treasury Rate 3.77% 4.24% 4.14% 3.44% 2.99% 3.06% 1.27% 

10-Year Treasury Rate 3.58% 4.09% 3.88% 3.31% 2.89% 3.04% 1.50% 

30-Year Treasury Rate 3.56% 4.27% 3.84% 3.45% 3.17% 3.16% 1.88% 

3-Mon/10-Yr Treasury Spread -0.54% 0.10% 0.58% 0.40% 0.42% 1.82% 1.46% 

2-Yr /10-Yr Treasury Spread -0.77% -0.49% -0.43% -0.25% -0.33% 0.23% 0.81% 

6-Month CD Rate 1.73% 1.42% 1.09% 0.93% 0.87% 0.30% 0.14% 

1-Year CD Rate 2.27% 1.95% 1.62% 1.41% 1.32% 0.58% 0.28% 

2-Year CD Rate 2.41% 2.15% 1.79% 1.63% 1.55% 0.72% 0.31% 
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