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?A bil l ion here, a bi l l ion there, 
and soon we are talking about  
real  money?

- Republican Senator Everett Dirksen
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Webster?s Dictionary defines volatil ity as ?a 
tendency to change quickly and unpredictably?. 
During the f irst quarter of 2023 there is no better 
word to describe the f inancial markets and what has 
happened.

January saw a bounce in stocks, unlike anything we 
had seen for quite some time. Stocks that rall ied 
most were those that fell the hardest in 2022. We 
witnessed a snapback in technology and 
communication stocks, especially?meme? securit ies.

In February, on the other hand, we witnessed the 
market rally stall and top out just two days into the 
month. At the beginning of the month, Wall Street 
expected that interest rates would begin to level off  
as inf lation subsided. Unfortunately, this was not 
completely the case, as the Consumer Price Index 
proved to be stickier than originally thought and the 
job market continued to be strong.

The markets tried to make a comeback in March only 
to be stopped by the issues in the banking sector. As 
Warren Buffett once said, ?Only when the tide goes 
out do you discover who?s been swimming naked.? 
In March, the news was that Silicon Valley Bank 
(SVB) and several other banks had indeed been 
naked. Higher interest rates were troublesome for 
the banks for multiple reasons. First, bank 
customers realized they could potentially earn more 
in Treasury Bills (thanks to the Federal Reserve 
raising interest rates) than in traditional savings 
accounts, causing bank customers to keep lower 
levels of cash in their accounts. At the same time, 
many banks had invested their reserve funds in 
Treasury Notes. As the Federal Reserve continued to 
raise interest rates and broad market rates also 
increased, these Treasury Notes held by the banks 
declined in value. The forced sales created losses 
for some banks (like SVB) pushing them into near or 
actual default.

Despite all this turbulence, the broad stock market 
had positive returns in the f irst quarter, with the 
tech heavy NASDAQ and Large Cap Growth stocks 
providing the strongest performance. International 
and Emerging Markets posted positive performance 
for Q1 as did all sectors of the bond market. A nice 
reversal from the dif f icult year we had in 2022.

The Nat ional  Debt

Going back to the quote from Senator Dirksen? . he 
said that in 1969. In September 2013, Barron?s 
magazine had a cover story headlined ?Budget 
Disaster? that warned ?our children could face an 
economic calamity as bad as the Great Depression? 
if  the government failed to cut its long-term 
spending. Now in 2023, the national debt has 
doubled from its 2013 level to nearly $31.4 tril l ion. 
As of mid-January, the U.S Treasury needed more 
money to pay its bil ls than federal law allows. So, 
raising the debt ceiling has taken center stage in 
Washington. Treasury Secretary Janet Yellen has 
said the Treasury Department would take 
?extraordinary measures? to ensure it could keep 
making required payments to public creditors. 
These measures would allow the Treasury to 
continue meeting U.S. debt payments only through 
early June.

The debt l imit routinely gets increased for the 
Treasury to keep issuing bonds to f inance 
previously authorized government spending. Since 
1960, Congress has raised the debt ceiling 78 times. 
It is important to note that raising the debt ceiling 
doesn?t authorize new government spending. Only 
Congress can do that through its annual budget 
process.
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The challenge is getting people to agree on how to 
manage this issue. When asked last month (March 
2023) about the level of spending, 60%  of US 
adults say the government spends too much while 
just 16%  say too litt le. However, when asked about 
specif ic areas like education, health care, Social 
Security and Medicare, at least four times as many 
adults say the US spends too litt le as opposed to too 
much on these programs.

It is no dif ferent in the government. In recent years, 
increasing the debt l imit and government spending 
has ignited partisan f ights, leading to congressional 
standoffs that pushed the Treasury Department 
closer to exceeding its borrowing capacity. In 2011 
Standard & Poor?s downgraded the AAA rating that it 
had given U.S government debt for 70 years to AA+. 
Since then, Congress has raised the debt ceiling six 
time. And each time, Congress has waited until a few 
weeks or even days before the existing ceiling?s 
statutory deadline before raising it. Unfortunately, 
this time it looks no dif ferent as we are rapidly 
approaching early June. So, should you change your 
investment portfolios due to a potential debt ceiling 
f ight? We don?t think so.

Stay focused on the Long Game

With the NCAA basketball tournament in the books, 
in many ways the process of f il ing out a bracket is a 
lot l ike successful wealth management and 
investing. It requires balancing risk and reward, 
while maintaining discipline.

Winners don?t  always stay on top

History has shown that no single asset class has 
been a consistent winner year after year, just as no 
single asset class remains at the bottom.

Have a balanced of fense and defense

Winning any game requires having a balanced 
offense and defense. Having a mix of both properly 
executing at the right t ime in the game is key to a 
team?s success. The same analogy holds true when it 
comes to wealth management and meeting your 
long-term goals- some of your portfolio assets need 
to play defense (and minimize losses), while others 
can play offense (and maximize returns). This is one 
of the most basic concepts of asset allocation- using 
a diversif ied mix of assets to balance risk and 
potential returns.

Focus on the long game

Successful teams understand that playing the full 
40 minutes of the game is crit ical to increase their 
odds of winning. The most successful stick to their 
game plan and execute their strategy with perhaps a 
few minor adjustments along the way. This parallels 
well with successful wealth management and 
meeting your long-term goals. Staying focused on 
your long-term goals and well-def ined plan and 
looking beyond the noise of the moment are keys to 
reaching you and your family?s f inancial goals.

Thank you for your continued trust and confidence 
and for allowing us to be a meaningful part of you 
and your family?s wealth management team.

All our best!

Your Summit Team

Hal, Rob, Ryan, Scott, Naumy, Jennifer, Geoff, Kevin, 
Dustin & Maryline.
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