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Part of the Fed’s job when raising rates is to scare the pants off businesses and consumers. When rates 
are held artificially low for too long, excessive risks can be taken expecting no consequences for insane 
monetary policy. Ever since 2008 and 2009, the Fed has increased the size of its balance sheet 
substantially, holding trillions in Treasuries and mortgage-backed securities. Rather than only using 
interest rates as a tool to fight inflation, the Fed has tried to pump or pull liquidity out of the financial 
system to manipulate the direction of prices. While raising rates quickly causes its own set of problems, 
flooding the market with new dollars causes a more permanent problem because over time, too many 
dollars in circulation reduce the value of those existing dollars. 
 
Pre-2020, the Fed was trying to reduce the size of its balance sheet but had to quickly pivot and 
increased assets by nearly double from March 2020 to April 2022. Now the Fed is going the other 
direction and has reduced assets by 5%. At the same time, rates have spiked from near 0% to 5% which 
should slow the economy significantly this summer. As we’ve long pointed out, the Fed is watching the 
labor market like a hawk, looking for signs of weakness. Some economists have said the Fed wants to 
see unemployment in the 4.5% range before taking their foot off the gas.  
 
In the current hiking cycle, cracks in the labor market really haven’t emerged and the job market has 
remained resilient…until now. Businesses haven’t believed Powell until recently and are just finally 
taking him seriously. The easiest way to stabilize earnings in an uncertain environment is through 
layoffs. Early data at the end of last year and early this year showed a sharp increase in warehouse 
inventories, signaling a slowdown in consumer buying habits. Amazon, for example, overexpanded 
during 2020 thinking the work from home trend would never end. While some remote work will last, a lot 
of companies are calling employees back to the office faster than expected. As a result, many Big Tech 
companies that hired too many workers to fill COVID related demand are cutting headcount as fast as 
cash flow allows. For example, Meta processed a first round of 10,000 layoffs last November before 
processing a second round of 10,000 just a few months later.  
 
Until recently, it appeared like layoffs would be concentrated in the tech sector. However, McDonald’s 
just announced on April 4th that they will be laying off hundreds of corporate employees. We expect this 
trend to continue as companies face the reality of higher rates. Many corporate expansion plans 
become unwise when rates reach the level they are today. High rates tend to hurt small business the 
most as they tend to pay higher risk premiums for debt than large companies. Further, we expect 
companies with thin margins to be most at risk in this current environment.  
 
While this all sounds like doom and gloom, we encourage you to stay the course and not panic off your 
long-term investment plan. Remember, bad news gets priced in before it happens and the market 
recovers before good news is released. The S&P 500 dropped 20% last year in anticipation of doom 
and gloom this year which in our view, was somewhat overblown. Rather than try and time the market, 
we want our clients to have a conservative, long term financial plan that anticipates bad news in 
advance. We’ve long recommended retirees hold 3 or 4 years of living expenses in short term 
investments so withdrawals can be made during these volatile times. For clients still working with a 
longer time horizon, we believe this is one of the best buying opportunities for many companies trading 
at dirt cheap valuations.  
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The views expressed herein are those of the author and do not necessarily reflect the views of Stenger Family Office 
LLC or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any opinion 
expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future 
results. 

 
This material does not provide individually tailored investment advice. It has been prepared without regard to the 
individual financial circumstances and objectives of persons who receive it. The strategies and/or investments discussed 
in this material may not be appropriate for all investors. Stenger Family Office LLC recommends that investors 
independently evaluate particular investments and strategies and encourages investors to seek the advice of a Financial 
Advisor. The appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances 
and objectives. 

 
Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their 
accuracy or completeness. 

 

Various factors, including an economic downturn, may cause a company to reduce or eliminate its dividend. 
 

The Standard & Poor’s (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks. An 

investment cannot be made directly in a market index. 
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