
Last quarter, this publication brought 
back the New At Acropolis column 
that outlined several new hires in 
recent years.  

Although we don’t have any new hires 
this quarter, after 20 years of serving 
clients in the way that we think is 
best, we have decided to remain 
independent.

To remain independent, we have to 
continue to adapt and evolve.  We’ve 
done that over the years by growing 
our team, capabilities, and off erings.  

Now we are expanding our leadership 
team from the four founding partners 
to include Cliff  Reynolds and Marie 
Tustin.  

As of January 1st, Cliff  and Marie are 
full voting partners with new titles and 
have a substantial ownership stake.

Cliff  and Marie’s names may be familiar 
since Cliff  joined Acropolis full-time 
after college in 2007, and Marie joined 
in 2013 after seven years in banking.  

Both are Certifi ed Financial Planners 
(CFP®), and Cliff  is also a Chartered 
Financial Analyst (CFA) charterholder.

Both are currently Portfolio Managers 
and have held other roles at the fi rm.   
Marie joined as a Portfolio Advisor, and 

Cliff  started on the trading desk and 
serves on the Investment Committee.

Although both will be engaged in 
all aspects of the fi rm, Marie will 
work specifi cally with Dannelle 
managing the Portfolio Advisors and 
Administrators, and Cliff  will join 
Chris in working with the Portfolio 
Managers.  

While Marie and Cliff  are important 
additions to our leadership team, it is 
equally important to note that the four 
founding partners are staying right 
where we are to guide and support 
them.

We are confi dent that these are the 
right people to take Acropolis into 
the next 20 years, so please join us 
in congratulating them on their new 
roles!
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“It is not enough 
to have a good 
mind; the main 
thing is to use it 
well.” 
 
 - Rene Descartes,  
French Philosopher, Scientist, 
and Mathematician

STOCK MARKET SUMMARY

Despite the diffi  cult year, stocks enjoyed a 
reasonably good fourth quarter as investors 
contemplated the idea that peak infl ation is 
behind us and the Federal Reserve can slow 
down the pace of interest rate hikes.

Energy stocks continued their big winning 
streak, gaining 21.7 percent to close the 
year up 59.0 percent.  Five more sectors 
were up more than 10 percent, and only 
two sectors lost ground.  

Consumer discretionary stocks fell -10.4 
percent, largely due to poor results from 
the largest stocks in the sector, Amazon and 
Tesla, which lost -25.7 and -53.6 percent in 
the quarter, respectively.

Developed international stocks enjoyed a 
17.3 percent gain in the quarter, but most 
of the great return was due to a falling 
dollar.  In local currency terms, the index 
gained 9.7 percent, which is more in line 
with US stocks.  

Th e dollar reversal was in strong contrast 
to the fi rst nine months of the year when 
the dollar was strong.  If not for the strong 

dollar, developed international stocks 
would have lost -4.6 percent in 2022, 
outpacing US stocks.  Instead, US investors 
lost -14.5 percent, which is consistent with 
US stock returns.

Value stocks, as defi ned by the S&P 500 
Value index, gained 13.6 percent in the 
fourth quarter, outpacing growth stocks 
by 12.1 percent.  For the year, the S&P 
500 Value index lost -5.3 percent, which 
compares very favorably to the -29.4 
percent loss for the S&P 500 Growth index.  

Th at strong outperformance by value 
stocks has helped close the performance 
gap between value and growth stocks, but 
it still exists.  For the three years that ended 
in December, growth stocks are still beating 
value by 1.3 percent annually, and the 
margins get wider out to ten years.

Expected volatility, as measured by the 
CBOE VIX index, fell to 21.7 percent at 
the end of December, among the lowest 
readings of the year, and down from the 
high in early March of 36.5 percent.

By David Ott

Data Source: Bloomberg
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BOND MARKET REVIEW

Last year was historically bad for the 
bond market, falling -13.0 percent, as 
the Federal Reserve embarked on a very 
aggressive rate hike campaign.  Before 
this, the worst year for the Bloomberg 
Aggregate Bond index was -2.9 percent 
in 1994.  

Th ere was nowhere to hide for bond 
investors in 2022.  Corporate bonds 
performed worse (-15.3 percent) than 
Treasuries (-12.5 percent) as credit 
spreads widened along with a weak 
stock market.  Shorter-term bonds (-6.0 
percent) performed better than longer-
term bonds (-31.0 percent) but still 
posted negative returns that set records. 

Infl ation has remained persistently high 
throughout the year, forcing the Fed to 
acknowledge it as an issue.  As a result, 
the Fed hiked the overnight Federal 
Funds rate by 425 bps throughout the 
year and pushed up yields across the 
curve.  Bond yields, mortgage rates, 
loan rates, etc., underwent a massive 
shift over the past year, with the eff ects 
just now beginning to fi lter through 
into the real economy. 

Infl ation has shown signs of cooling, 
falling to 7.0 percent at the end of the 
year from a peak of 9.1 percent in June.  
Still, it is far too high for comfort.  Th e 
Fed is likely to still hike rates early in 
2023, albeit at a much slower pace.  

Currently, the market expects an 
additional three hikes of 25 bps each, 
bringing the overnight rate to a peak 
of fi ve percent.  Th e market appears 
to trust the Fed to get infl ation under 
control as long-term bond yields have 
already fallen from their peak.  

Based on this outlook, the worst for 
bonds may be over unless we get new 
information.

In fact, the outlook for bonds is the 
best it has been in over a decade.  Th e 
investment-grade bond market now 
provides investors a yield of ~4.7 
percent, the highest (by a wide margin) 
since 2007.  Yield is the best predictor 
of future return on a bond, so higher 
yields mean that investors can expect 
higher returns on their bond portfolio.

By Ryan Craft, CFA 

“Success is 
achieved and 

maintained by 
those who try and 

keep trying.” 
 

 - W. Clement Stone,
American Author

Data Source: Bloomberg
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“It is not certain 
that everything is 
uncertain.”
 - Blaise Pascal
French Philosopher and 
Mathematician 

THE SILVER LINING OF BOND LOSSES

Th e orange line shows the modeled or 
expected return, which is simply the 
index yield at the beginning of each 
fi ve-year period.  Th e blue line in this 
chart tracks the annualized return of 
the Aggregate index on a fi ve-year 
rolling basis so that each point in time 
shows the realized return for the prior 
fi ve years.  

Although the lines don’t match 
perfectly, the chart shows that the yield 
on a index or fund strongly predicts the 
future total return at any given point in 
time.  Statistically speaking, the current 
yield explains 95 percent of the future 
return over the next fi ve years.

Today, investors should expect to earn, 
on average, about fi ve percent a year for 
the next fi ve years, which is certainly 
much better than the 2-3 percent 
expected over the past decade. 

On the right-hand side of the chart, you 
can see that the realized returns dropped 
sharply in 2022, but the expected return 
in fi ve years rose sharply as well.  

By Ryan Craft, CFA

Last year was historically bad for bonds.

Since the inception of the Aggregate 
index in 1975, the worst year before 
2022 was 1994, when the index posted 
its fi rst negative year with a return of 
-2.9 percent.  Compare that with last 
year, when the index lost -13.0 percent. 

On the bright side, the expected returns 
on bonds are now much higher than last 
year, and higher expected returns are not 
just a forecast but a near mathematical 
certainty. 

Due to the nature of bonds, the yield 
drives bond returns.  Now that yields 
are much higher, investors can expect to 
earn a higher return soon on their bond 
portfolio. 

Th e chart below highlights the 
relationship between the yield on a bond 
portfolio and the subsequent returns.

Th e chart below depicts this relationship 
by plotting the yield-based expected 
return compared to the subsequent 
realized returns.  
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Th e chart above illustrates the mechanics 
of how that works.  Th e blue line shows 
what our portfolios would have earned if 
interest rates had remained unchanged.  
Th e orange line initially shows losses 
due to rising rates and assumes that 
interest rates won’t change any further.

Notice that the cumulative total return 
of each investment converges around 
year fi ve. 

Looking further out shows the real 
benefi t of higher rates since the orange 
line ends the ten-year period with a 
cumulative total return of 27 percent 
versus just 10 percent for the blue line. 

Th is is why higher rates benefi t long-
term investors, despite the initial losses.  
Higher yields will result in much higher 
returns over a long period. 

While the short-term negative returns 
are painful, higher yields benefi t 
portfolios as long as the time horizon 
exceeds fi ve years.  

We’ve said over the years that as long 
as your time horizon is longer than the 
duration of your bond portfolio, you 
want interest rates to go up despite the 
initial loss.

Some investors try to time interest 
rates, hoping to sell bonds before rates 
rise and reinvest at higher rates.  Th at 
is like having your cake and eating it, 
too, since you miss the loss and enjoy 
the higher yield.  

Unfortunately, timing interest rates is 
as hard as timing the stock market, and 
our strategy is to ride out the volatility, 
just like we do with stocks.

Most investors seem to understand that 
concept regarding their stock portfolio, 
perhaps after making a few timing 
mistakes over the years.  

One important caveat to note is that this 
illustration assumes that rates remained 
unchanged after the initial shock for the 
orange line.  

If rates fall, it will add some gains, and 
if rates rise further, the same process will 
take place, and yields will be better still.

As hard as it is to see meaningful losses 
from typically safe assets, it should be 
good for the future.

“Nothing 
ever becomes 
real until it is 
experienced.”

 -  John Keats 
English Poet

JANUARY 2023
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“Who questions 
much, shall learn 
much, and retain 
much.”

 - Sir Francis Bacon,
English Philosopher

INSIDE THE ECONOMY: GDP EDITION
By: David Ott

After resurrecting the New at Acropolis 
section last quarter, I also decided to 
bring back the Inside the Economy 
since I wrote so much about infl ation 
this past year.

Th is quarter, however, I want to focus 
on one of the other major vital signs for 
the economy: growth.  

Gross Domestic Product (GDP) is the 
total market value of all fi nished goods 
and services produced within a country’s 
borders over a specifi c period.  

GDP encompasses all private and public 
consumption, government outlays, 
investments, changes in inventories, 
paid-in construction costs, and trade 
balances with other countries.  

Real GDP takes that data and adjusts 
it for infl ation, which allows for better 
comparisons of real economic growth 
over time.

Although the chart below shows real 
GDP growth each quarter, the common 
convention is to show the data in 
annualized terms.

Th is particular chart is interesting 
because the past three years include 
the pandemic, which saw the greatest 
decline in GDP in our history when the 
economy shut down.  

It also shows the remarkable bounce 
back the next quarter, although I 
changed the scale since it would have 
been hard to read everything else.

We also saw two consecutive declines 
in GDP in 2022, which is an old-
fashioned defi nition of a recession but 
not the current method.  

Th e forecasts are consensus estimates 
from dozens of economists at banks, 
investment banks, and investment fi rms.  
Right now, the average estimates call for 
anemic growth, and the probability of a 
recession is two out of three, according 
to this data.

Stock prices already refl ect this 
information, so paying attention to the 
estimates as they change is useful to 
understand market prices since investors 
incorporate growth projections in their 
stock analysis.  
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“Do not seek 
to follow in the 
footsteps of the 
wise; seek what 

they sought.”

 - Matsuo Basho
Japanese Poet

JANUARY 2023

Th e original Secure Act was signed into 
law in 2019 and made certain changes 
to retirement plans, 529 college savings 
accounts, and some taxes.

Th e Secure Act 2.0 was passed into law 
in 2022 and builds on the fi rst set of 
laws with additional changes that create 
additional planning opportunities.

Several of the key provisions go into 
eff ect in 2023, including:
1. Th e beginning age for Required 

Minimum Distributions (RMDs) 
will push back to age 73 from age 
72.  It pushes back to 75 in 2033.

2. Th e penalty for missing an RMD 
decreases to 25 percent from 50 
percent and can fall to ten percent 
if the missed RMD is corrected 
promptly.

3. Retirement plans can allow 
employer matching and/or 
nonelective contributions on a Roth 
(after-tax) basis.

4. Additional rules regarding early 
distribution penalties for retirement 
accounts.

In 2024, more provisions will take 
eff ect, including: 
1. Employer-sponsored retirement 

plan Roth accounts will no longer 
be forced to take RMDs, matching 
the individual Roth IRA accounts.

2. Excess funds in 529 college savings 
plans can be rolled over into a Roth 
IRA for the benefi ciary.  Th ere are 
a host of rules, including a lifetime 
maximum of $35,000, the account 
must be open for 15 years, the 
rollover aff ects contribution limits 
for the benefi ciary and other rules.

3. Catch-up contributions and the 
Qualifi ed Charitable Distribution 
(QCD) amounts will be indexed to 
infl ation.

4. For those over 50 with incomes 
over $145,000 in the prior 
year, retirement plan catch-up 
contributions must be made in a 
Roth account (this doesn’t apply to 
SIMPLE and SEP IRAs).

5. People 70 ½ and older can make 
a one-time $50,000 QCD to a 
Charitable Remainder Annuity 
Trust (CRAT), a Charitable 
Remainder Unitrust (CRUT), or a 
charitable gift annuity.

6. For surviving spouses, there will be 
a variety of new options that are not 
available to other IRA benefi ciaries.  

In addition to rolling the decedent’s 
IRA into their own, a surviving spouse 
can treat the decedent’s IRA as their 
own but remain a benefi ciary of the 
decedent’s IRA.  

Th is election has several benefi ts.  First, 
it would allow the RMD of the surviving 
spouse to be delayed until the deceased 
spouse reaches their RMD age.  

Second, once RMD comes, the 
surviving spouse can use the decedent’s 
withdrawal schedule.  Th ird, suppose 
the surviving spouse passes away 
before the RMDs begin.  In that case, 
the surviving spouse’s benefi ciaries are 
treated as the original benefi ciaries, 
allowing some benefi ciaries to stretch 
the distributions longer.  

Th ese rules will be detailed further, but 
this act clearly creates a host of planning 
opportunities.

SECURE ACT 2.0
By: David Ott
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Major Indexes    2022

Dow Jones  -6.88%
S&P 500  -18.11%
S&P 400 Mid-Cap  -13.06%
S&P 600 Small-Cap  -16.10%
MSCI EAFE (Intl)  -14.45%
MSCI Emerging Mkt  -20.09%
   
Equity Styles     2022 

S&P 500 Growth  -29.29%
S&P 500 Value  -4.90%
S&P 500 Quality  -15.96%
S&P 500 Momentum    -10.51%

S&P Sectors    2022

Basic Materials      -12.28%
Communica  ons  -39.89%
Consumer Discre  on.  -37.03%
ConsumerConsumer Staples  -11.83%
Energy  65.43%
Financials  -10.57%
Healthcare  -1.95%
Industrials  -5.51%
REITs     -26.21%
Technology  -28.19%
U  li  es  1.56% 
 
Interest Rates     2022 Q4

Fed Funds  4.50%
Prime Rate  7.50%
3-mo. Treasuries  4.37%
2-yr. Treasuries  4.43%
5-yr. Treasuries  4.01%
10-yr. Treasuries  3.88%
All Data as of 12/31/22

THE BIG PICTURE

No  ce to Clients
Please remember to contact ACROPOLIS® Investment Management, LLC if there are any material changes 
to your fi nancial situa  on or investment objec  ves or if you wish to impose, add or modify any reasonable 
restric  ons to our investment management services. A copy of our current wri  en disclosure statement as set 
forth on Part II of Form ADV con  nues to remain available for your review upon request.

Legal Disclaimer
This publica  on is provided as a service to clients and friends of ACROPOLIS® Investment Management, LLC solely 
for their own use and informa  on. The informa  on in this publica  on is not intended to cons  tute individual 
investment advice and is not designed to meet your par  cular fi nancial situa  on. You should contact an 
investment professional before deciding to buy, sell, hold or otherwise consider a par  cular security based on 
this publica  on. Informa  on in this publica  on has been obtained from sources believed to be reliable, but the 
accuracy, completeness and interpreta  on are not guaranteed and have not been independently verifi ed. The 
informa  on in this publica  on may become outdated and we are not obligated to update any informa  on or 
opinions contained in this publica  on. 

© ACROPOLIS® Investment Management, LLC 2023. All rights reserved.

$133.3 Billion: Th e estimated drop in Elon 
Musk’s net worth in 2022.  Bloomberg 
estimated his net worth at $270.3 billion 
a year ago, but the -65.3 percent loss on 
Tesla stock and the situation at Twitter cut 
his net worth in half.  Not to worry, Musk 
is still the world’s second wealthiest person, 
behind Bernard Arnault, of the luxury-
maker LVMH.  Jeff  Bezos, the retired 
founder of Amazon, lost $85.4 billion but 
still has $107.0, according to Bloomberg.
-67.0%: Th e 2022 loss on Cathy Wood’s 
Ark Innovation ETF.  After meteoric gains 

during the pandemic based on large bets 
on innovative fi rms like Tesla, Zoom, and 
other pandemic darlings, the fund lost -23.3 
percent last year, so the peak-to-trough 
decline is now -79.9 percent.
$200,000: Goldman Sach’s January forecast 
for bitcoin over the next fi ve years.  Th is 
year, the token lost -65 percent and closed 
around $16,000, meaning that the token 
now has to grow more than six-fold to reach 
Goldman’s target.  While still possible over 
the next four years, it will be more diffi  cult 
given the state of crypto today.

FAST FACTS: FIZZLING FROTH EDITION


