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Macro Overview

The Russia-Ukraine war has intensified inflation expectations due to additional impacts to
global supply chains which are expected to be impaired for an extended period of time.
Supply chain issues were already wreaking havoc on global manufacturing, production costs,
and consumer availability before the Russian invasion started.

Consumers are rapidly losing purchasing power as rising rates and inflation have created
higher borrowing costs for homebuyers and consumers overall. Quickly elevating mortgage
rates have some borrowers being disqualified on mortgage loans that had previously been
approved.

The Federal Reserve initiated its long awaited rate increase in March, making its first of
several additional increases projected this year. Consumer loan rates, mortgage rates, and
auto loan rates all increased. The Fed's objective is to circumvent inflationary pressures by
raising rates in order to ease consumer demand for products and services. Economists
believe that the tremendous spike in global commodity prices is creating commodity-led
inflation, which increases costs for production, manufacturing, and consumers globally.

The pandemic-induced demand for homes nationwide may eventually subside as mortgage
rates have reduced affordability for millions of homebuyers. The average 30-year conforming
mortgage rate rose to over 5% in this week, up from a low of 2.66% in December 2020.

Short-term Treasury bond yields began to move higher than some long-term Treasury bond
yields, viewed as an indication of a possible economic slowdown. Rising short-term rates
may signal inflationary pressures, while lower long-term rates may suggest a recessionary
environment sometime in the future.

A strengthening U.S. dollar over the past few weeks has been the result of global investors
seeking stability as the Russian invasion of Ukraine has progressed. Optimistically, a stronger
dollar can help stem inflation as it can make imported products less costly for American
consumers. The most recent inflation data revealed a 7.9% annual rate, the highest in 40
years, putting pressure on consumers as wages struggle to keep pace with heightened
inflation.

Highest Gasoline Excise Taxes By State / March 2022
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New York
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Ohio
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Oregon

Gasoline prices have soared with the rise in crude oil. The federal government imposes a tax
of 18.4 cents for each gallon sold nationally, yet some states impose an additional gas tax in
order to raise funds for state infrastructure and highway projects. Even though the average
cost of a gallon of regular gasoline nationally was $4.23 at the end of March, several states
saw much higher prices due to additionally imposed excise taxes. (Sources: EIA, Federal
Reserve, FreddieMac, U.S. Treasury)
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Stocks Have A Tough First Quarter - Equity Overview

The yield on the 10-year Treasury bond rose above the S&P 500 Index yield in March, meaning that the 2.32% yield on the
10 year Treasury bond is more than the 1.32% dividend yield for the S&P 500 Equity Index. Some analysts believe that
current earnings estimates for the S&P 500 Index, which represents a wide swath of the equities market, may be distorted.
Almost all of the growth in 2022 earnings for the index since the beginning of the year can be traced to the energy sector
alone. The dramatic rise in oil and energy prices have propelled profits for oil and energy companies, which aren’t
representative of other sectors.

Major equity indices recouped some ground in March, with the S&P 500 Index, Dow Jones Industrial Average and the
Nasdaq all having a positive month. First quarter returns were not as generous, as all three indices saw negative
performance with the worst quarter in two years. Some analysts are skeptical if an upward trajectory will continue, while
others see fundamental optimism surrounding earnings and economic growth, both of which affect stock prices. (Sources:
S&P, Treasury, Dow Jones, Nasdaq)

Rates On The Rise - Fixed Income Overview

Global bond yields rose in March as European and Asian central banks concurrently raised rates to help stifle global
inflation. The Fed began to raise rates in March, with its first of perhaps six additional increases this year. Even though the
increases are minimal, the anticipation of each increase affects the overall bond market. Treasury and corporate bond
yields rose following the Fed's move, with the anticipation of a continued higher rate environment towards the end of the
year.

Shorter term Treasury bonds have begun to yield more than some longer term Treasury bond maturities. Known as an
inversion, economists and bond analysts view such a dynamic as indicative of a recessionary environment sometime in the
future. (Sources: Treasury, Federal Reserve)

Women Getting Bigger Pay Raises Than Men - Labor Market Update

The pandemic derailed many working families, keeping family members home with children as schools and daycares were
shuttered. Many mothers stayed home to care for children and other family members, with many even leaving their jobs.
Data from the Atlanta Federal Reserve found that women have been seeing higher wage increases than men over the past

few months. Wage Growth For Women & Men

. 4.4 12 Month Percentage Change of Monthly Median Wage Growth
Wages for females were up 4.4% from a year earlier

versus a 4.1% increase for men during the same Women
period. The February data marks six consecutive
months that female wages have outpaced male
wages, a dramatic deviation from traditional trends.
The data also found that women switching jobs are
also seeing larger pay increases than men switching
jobs. Women are also more likely to work part-time
than men are, thus having more flexibility in om0 s s 1m0 zwm sz ezt e 2
planning for family and personal time. (Sources:

Dept. of Labor, Atlanta Federal Reserve; Labor

Report First Look)




Food & Gasoline Making Up More Of Consumer Expenditures - Consumer Inflation

Food and energy have become the two fastest rising expenses for consumers nationwide, as well as representing a larger
proportion of total living costs. Currently, 21.5% of the Consumer Price Index (CPI) is composed of food and energy
expenditures, where the cost of groceries alone were 6.5% higher and the price of gasoline 50.8% higher than a year ago.

The concern that many economists have identified is that as millions of Americans are spending more on food and energy,
they have less to spend on what they'd truly desire or want, also known as discretionary goods. As funds for discretionary
items become scarce, economic growth suffers as sales of cars, furniture, clothing, and dining out become less affordable
for millions of consumers.

LARGEST COMPONENTS OF THE CPI

@ Housing/Shelter @ Food @ Transportation Energy/Fuel @ Medical
@ Education @ Recreation

Historically, food and energy prices have always been very volatile, making up more or less of consumer expenditures over
time. Where consumers live and how old they are also determines the impact of each CPl component. Gasoline for example
is less expensive in Oklahoma than in California, and seniors may not spend any funds on education but may spend more
on medical expenses. (Sources: Dept. of Labor, BLS)

What Is Stagflation - Inflation Overview

Becoming more of a topic throughout the financial media is stagflation, characterized as an environment with minimal
economic growth, inflation, and elevated unemployment. The last time the U.S. experienced stagflation was in the late
1970's and early 1980's, with only a small portion of consumers remembering what it was like.

Many economists believe that the inflation we are experiencing today is driven by supply constraints and not driven by
heightened consumer demand. Traditional periods of inflation have always evolved from excessive consumer demand
supported by expanding wages. Currently, wages are not keeping up with inflation, thus producing diminishing incomes and
consumer purchasing power.

Should wages fail to keep up with inflation, and economic growth begin to falter, then the risk of stagflation increases.
Unemployment may increase concurrently should companies decide to reduce staff and cut positions as an economic
slowdown sets in. (Source: Federal Reserve Bank of Kansas City)



Tax On Social Security In Retirement - Retirement Tax Planning

A prudent and effective tax strategy during your employment years will mostly likely need to be modified in retirement.
Once earned income ceases and income from retirement plans, investments, and Social Security commences, tax liabilities
change.

The impact of the changes is primarily driven by the assets that we have little tax control over once we reach 72 (70 %2 if you
reach 70 % before January 1, 2020) which include IRAs, 401k plans, and pensions, which triggers RMDs (Required Minimum
Distributions).

Distributions from tax deferred retirement accounts such as an IRA or a 401k are generally taxed at the ordinary tax rate.
Distributions from a Roth IRA or Roth 401k are income tax free as long as the account has been opened for at least five
years and the account holder is 59.5.

Investment income such as stock dividends and bond interest are taxed differently, especially when they are held outside of
a retirement account. Realizing gains on stocks that have been held for one year or more can be taxed at a more favorable
rate than the ordinary rate. Interest on bonds and gains realized on short-term positions less than one year are taxed at the
ordinary rate.

Retirement also introduces us to Social Security which, contrary to popular belief, can be taxed. Eligibility for Social Security
benefit payments begins at age 62, but can be postponed until age 70. A key determinant as to when to start receiving
Social Security may be contingent on the amount of retirement assets in retirement accounts subject to RMDs. This is where
tax strategies can vary dramatically.

Retirees with excessive assets in retirement accounts subject to RMDs and with non-retirement investment income may
want to confer with a tax professional to help determine when to take Social Security. Conversely, retirees with minimal
assets in retirement accounts and investments may have little concern about paying taxes on their Social Security benefits.
The IRS determines if and how taxes are owed on Social Security by the “provisional income” measure. Provisional income
includes gross income, tax-free interest, and 50% of Social Security benefits. If the provisional income is above a certain
amount, then a portion of the Social Security income becomes taxable.

One way to potentially lower taxes in retirement is to start taking distributions from tax-deferred accounts before it's
required. Again, once you reach age 59%, you can withdraw funds from those accounts without paying the 10% early
withdrawal penalty. The withdrawals are still taxed as ordinary income, but over time they reduce the size of tax deferred
accounts, and thus the size of your RMDs. Another reason to access those funds before 72 is that it could help you delay
taking your Social Security benefit, which increases in size the later you take it, up to age 70.

Another strategy for reducing the potential tax consequences of RMDs is converting a traditional IRA or 401(k) plan into a
Roth IRA before the age of 72. A Roth conversion may make sense when you're certain you'll be in a higher bracket when
you eventually withdraw the money, which is often the case once RMDs and Social Security are factored in. (Sources: Social
Security Admin., IRS, Tax Policy Center)



