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The Fed Gives Us A Breather
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Let me start by acknowledging that I owe you a monthly issue.

Apologies for the delay. I’ll plan on releasing a larger October

and November issue with multiple new income plays within the

next week or two.

With virtually every income-oriented investment in free fall over

the past month, I found that every time I sat down to write the

regular monthly issue, my words were already obsolete by the

time I got them on paper. It’s been moving that fast.

There are some signs that the worst is behind us, at least for the time being. We still

have a major supply/demand imbalance, with a $1.7 trillion budget deficit to finance

and the biggest buyer of the past 15 years – the Federal Reserve – now a net seller. So

I don’t believe the bond bear market is over, per se. But the market is reacting

positively to the Fed’s decision to keep the Fed funds rate unchanged at a range of

5.25% to 5.5%.

Traders are also pricing in an 80% probability that the Fed leaves rates unchanged

again in the December meeting.
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I’m not so sure about that. Mr. Market has consistently heard what he wanted to hear

from Fed Chair Jerome Powell rather than what he is actually saying. His theme all

year has been “higher for longer,” and his actions have actually backed it up. Yet the

investors seem to act surprised every time he reaffirms it.

“The process of getting inflation sustainably down to 2% has a long way to go,” were

his exact words. That doesn’t sound to me like he believes the job is done.

We’ll see. The market took the news well, but the market was also wildly oversold and

“looking” for a reason to bounce. And perhaps after a brutal three months, we’ll get

one.

I do have one bit of good news. It really does look like the bleeding has stopped in

REIT-land. Using my favorite REIT Realty Income (NYSE: O) as a proxy, it looks like

investors have finally gotten comfortable with REIT prices. Even as bond yields

continued to surge throughout October, Realty Income’s stock price remained

remarkably stable. (The dip towards the end of the month was in response to the

REIT’s announced merger with Spirit Realty and not related to the surge in bond

yields.)
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I still expect bond yields to drift higher over the next few months. The long dormant

“bond vigilantes” seem to have finally reawakened to the reality of trillion-dollar

deficits with no end in site and decided to price bonds accordingly. But this has also

given us a really nice entry point in our quality REITs and dividend stocks.

I’ll have more to say on this next week, until then, keep cashing those dividend

checks!

Charles Lewis Sizemore, CFA

P.S.: Apart from writing this newsletter, I run a full-service wealth management firm

along with my colleagues. At Sizemore Capital Management, we build income

portfolios like those I write about in the Sizemore Income Letter. But we also do a lot

more than that. We manage a suite of low-volatility strategies offering low correlation

to the S&P 500. If you’d like for me to take a look at your portfolio and offer some

recommendations, contact me at info@sizemorecapital.com.
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The Sizemore Income Letter Portfolio
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The Forever Portfolio

Disclaimer: Copyright 2023 Sizemore Financial Publishing LLC. This investment newsletter

(the “Newsletter”) is created and authored by Charles Sizemore (the “Content Creator”) and is

published and provided for informational and entertainment purposes only. The information in

the Newsletter constitutes the Content Creator’s own opinions. None of the information

contained in the Newsletter constitutes a recommendation that any particular security,

portfolio of securities, transaction, or investment strategy is suitable for any specific person.

You understand that the Content Creator is not advising, and will not advise you personally

concerning the nature, potential, value or suitability of any particular security, portfolio of

securities, transaction, investment strategy or other matter. To the extent any of the

information contained in the Newsletter may be deemed to be investment advice, such

information is impersonal and not tailored to the investment needs of any specific person.

From time to time, the Content Creator or its affiliates may hold positions or other interests in

securities mentioned in the Newsletter and may trade for their own accounts based on the

information presented.  The material in this Newsletter may not be reproduced, copied or

distributed without the express written permission of Sizemore Financial Publishing LLC.
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