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differently..

Federal Reserve Target Federal Funds Rate “Dot Plot”

Source: Federal Reserve, March 2023
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BWM Tactical
Positioning

No strategy assures success or protects against loss. 
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Bottom Line

• Silicon Valley Bank run and other regional pressures likely due to the most aggressive 
tightening cycle by the Fed in over 40 years after the largest money printing event we 
have seen.

• The potential for a true banking ‘crisis’ seems real, but the market has currently 
stabilized as the large G-SIBs take in deposits from their smaller peers.

• A true fix likely involves higher FDIC insurance, banks paying more interest on deposits, 
more regulation on regional banks and more

• We have yet to see how this will affect the economy and our potential for a softer 
landing.  

• Market expectations on future Fed hikes have completely reversed.
• BWM is currently overweight equities while watching our objective indicators for the 

next potential allocation shift.
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Executive 
Summary

• Slide 2 – This table lists the largest US bank failures. The recent failures of Silicon Valley Bank and Signature Bank rank as the second and 
third largest, respectively.

• Slide 3 – this chart plots the Fed Funds Target Rate during periods when the Fed was actively increasing rates. The current tightening 
cycle has been steeper than in most historical cycles.

• Slide 4 – this chart plots the unrealized gains and losses of held-to-maturity and available-for-sale securities that banks carry on their 
balance sheets. The losses in the last year have been driven by rising interest rates.

• Slide 5 – this chart shows the extent of the bank run on Silicon Valley Bank by plotting historical inflows and outflows, including the 
$42BN in attempted withdrawals on March 9, 2023. 

• Slide 6 – this table shows the federal stimulus in response to the 2020 COVID-19 pandemic, a total of $6.55 Trillion.
• Slide 7 – this chart plots money supply (as measured by MZM, M1, and M2) and monetary base (M0) in the top clip. The bottom clip

shows the money supply multiplier, the ratio of the various measures of money supply to the monetary base. The impact of the GFC and 
COVID-19 pandemic on money supply can be seen on the chart.

• Slide 8 – this chart plots total bank deposits in the top clip and the year-to-year change of total deposits in the bottom clip.
• Slide 9 – this table lists Globally Systemically Important Banks, ranked by total consolidated assets.
• Slide 10 – this chart plots expectation for the Fed Funds rate based on futures contracts as of various dates over the last few weeks. The 

impact of the banking turmoil can be seen in the market’s dramatically changing expectations.
• Slide 11 – this chart represents each FOMC participant’s projection for the federal funds rate. The dots reflect what each participant 

thinks will be the appropriate midpoint of the fed funds rate at the end of each calendar year. The chart currently indicates higher rates 
through the end of 2023 with rates falling below 3% by the end of 2026. The dispersion among the dots indicates the wide range of 
participants’ outlooks.

• Slide 12 - this chart plots the year-to-year change in Core Commodities CPI (ex-energy and food), CPI for Shelter, and Service CPI (Ex-
Energy and Shelter). As can be seen, Core Commodity CPI has fallen from highs while Services and Shelter CPI have risen.

• Slide 13 – this chart plots economic stress based on the ECB’s Composite Indicator of Systemic Stress. The ECB's CISS is an indicator of 
contemporaneous stress in the financial system. It includes 15 raw, mainly market-based financial stress measures that are split equally 
into five categories, namely the financial intermediaries sector, money markets, equity markets, bond markets and foreign exchange 
markets. A reading of 0=no stress, 1=high stress.

• Slide 14 – the chart on the left shows Composite PMI, Manufacturing PMI, and Services PMI in the top, middle, and bottom clips 
respectively. Purchasing Managers' Indexes (PMIs) are designed to monitor underlying business conditions and economic health.
the chart on the right shows the performance of the economy (measured by the Index of Coincident Economic Indicators, top clip) and 
the latest version of NDR’s Economic Timing Model (bottom clip), along with its hypothetical performance. The NDR Economic Timing 
Model consists of 27 different economic indicators that monitor a different sector of the economy. The individual indicators are
combined to produce an indication on the direction of the economy.  Currently the model indicates mild recession.
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Executive 
Summary

• Slide 15 – this chart plots average S&P 500 performance during recession bull markets and non-recession bull markets based on post-war 
historical performance. 

• Slide 16 - This chart provides perspective on a composite sentiment indicator designed to highlight short- to intermediate-term swings in 
investor psychology. The composite is based on seven individual sentiment indicator and the reading shows what percentage of all the 
investors represented by the data can be classified as bullish on the stock market at any given time. Sentiment is currently in the extreme 
pessimism zone (most investors are bearish), indicating stock prices may be near a bottom.

• Slide 17 – this chart plots the S&P 500 against it’s 200-day moving average. A rising 200-day moving average (i.e. current S&P 500 level is 
above 200-day moving average) has been a positive indicator for future returns.

• Slide 18 - This chart is designed to measure the outlook for the bond market. The top clip plots the total return of long-term treasury 
bonds. The bottom clip plots Ned Davis’ Bond Benchmark Model. As bond momentum improves or economic statistics weaken, the 
model improves. Conversely, when bond momentum falls or the economic numbers strengthen, the model weakens. 

• Slide 19 – we are currently overweight stocks, underweight bonds, and overweight cash. Within the equity allocation, we are 
marketweight US, large cap, mid/small cap, and international. Within fixed income, we are marketweight credit and have a focus on 
owning bonds with shorter duration.
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or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s), be 
suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be 
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, 
personalized investment advice from BWM. BWM is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or 
accounting advice. A copy of the BWM’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at 
www.bwmfinancial.com. Please Remember: If you are a BWM client, please contact BWM, in writing, if there are any changes in your personal/financial situation or investment objectives 
for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our 
investment advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you 
have not been receiving account statements (at least quarterly) from the account custodian.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and generally do not reflect 
the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing 
historical performance results. It should not be assumed that your BWM account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance 
results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your BWM accounts; and (3) a description of each comparative 
benchmark/index is available upon request.
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Questions?

To Unmute Line: Click microphone button on screen
or press *6 on phone.  Please re-mute after by clicking microphone 

again/pressing *6

Please follow BWM Financial on LinkedIn and Facebook for real-time updates on future events, in-house 
written content, and other shares!
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