
Ropes Wealth Considers the Consumer as Key

As we race toward the holiday season, and take stock of the year that was 2022, investors remain battered and 
bruised from the steep market downturn and wary of what is to come. The hard truth is that we are not out of the 
woods yet. Stubbornly elevated inflation may be less imposing, but global recession risk is rising day by day. That 
shift from inflation risk to recession risk reflects the impact of aggressive monetary tightening by the world’s central 
banks dogmatically fixed on inflation-fighting at the expense of economic growth. Next week, the Fed will meet and 
while we expect Fed Chair Jay Powell to slow the increase in interest rates from 0.75% to 0.50%, he is likely to 
continue to convey that interest rates are to remain “higher for longer,” posing continued challenges to the 
economy and investment markets. 

Regardless of his message, or the many messages that will emerge from Fed speakers over the weeks to come, 
we think investors must pivot their focus and thinking toward the economy now. Critical to that outlook is the path 
of the consumer and how we behave under the shifting circumstances of 2023. 

At the moment, the U.S. consumer is resilient, if not downright robust, boosted by low unemployment, 6% wage 
growth, high household net worth anchored by a primary real estate asset secured by a low fixed-rate mortgage, 
and unmistakably strong spending habits. But there are some meaningful signs of a slowdown cropping up. 

For example, the personal savings rate, once boosted by fiscal stimulus relief, has plummeted from a peak of 
33.8% in April 2020 to 2.3% in October 2022—its lowest level since 2005. Credit card revolving debt has surged to 
an all-time high, at nearly $1.2 trillion. 

Meanwhile, businesses are starting to slow their pace of hiring — or reverse course to reduce headcounts — 
which will, in turn, weaken consumer spending even if income growth once again starts to outpace inflation. To that 
point, the number of new job listings is declining, as reflected in the Job Openings and Labor Turnover Survey. 
There were 10.3 million vacancies for October, the latest monthly data available, down by 760,000 from a year 
ago. The same survey also showed a downtrend in the “quits” level, edging toward 4 million, compared with the 
record 4.5 million in March 2022. This suggests people are less confident about their prospects for finding 
employment elsewhere. 

Housing market sentiment is at lows we haven’t seen since the 1980s. Inventory metrics are moving in the wrong 
direction, mortgage rates have more than doubled this year, construction is crashing, and affordability is worse. 
Our only saving grace is that with housing stock so low, consumer balance sheets are relatively bolstered by this 
net asset, typically financed by a low mortgage rate.

Putting all this together, we believe the consumer—her spending, her employment, and the value of her home--
bear the most watching in the weeks ahead as her confidence in that trifecta will determine what is next for the 
economy. 

And as for the markets, a slowing economy is now more or less factored into current stock valuations and earnings 
expectations. But bear markets driven by policy don’t typically end until earnings estimates reach a trough, or the 
Fed actually starts cutting rates. For this reason, we feel there is still some volatility ahead in equities that must not 
be dismissed. We continue to advocate for short- and intermediate term bonds and more quality equity holdings as 
the safest way to mana

• There have been 85 rolling 10-year periods since 1926. The S&P 500 produced gains in 81 of them and 
losses in four—meaning the market increased in 95% of the 10-year time frames.

• Stocks produced positive returns in every rolling 15-calendar year period since 1926. 

• During the 65 rolling 30-year periods since 1926, the stock market’s worst performance was an 
annualized return of 8.5%.

These historical returns illustrate how stocks have shown resilience and growth potential over the long term. We 
continue to believe in that potential and urge you to do the same. Please feel free to connect with a member of 
your team by clicking here.

________________________________________

THE CARES ACT OFFERS TAX PLANNING OPPORTUNITIES FOR 2020

The Coronavirus Aid, Relief and Economic Security (CARES) Act, the $2 trillion stimulus bill, was signed into law 
by President Trump on March 27, 2020. The Act provides financial assistance to individuals and small 
businesses suffering economic damage from the effects of COVID-19. Included in the Act are several provisions 
offering income tax relief to individuals. Please click here to read more. 

The IRS will allow individuals to defer filing 2019 federal income tax returns and paying federal income tax bills 
that would normally be due on April 15 until July 15 without interest or penalties. This includes outstanding 2019 
tax payments and any 2020 estimated quarterly tax payments due by April 15. This deferral also applies to 
trusts, estates, partnerships, and corporations.

The deadline for contributions to individual retirement accounts (IRAs) has also changed: you have until July 15 
to make contributions for 2019.

It is important to note that state and municipal taxes are not affected by this IRS announcement. While some 
locations (including New York and California) are allowing deferred filings and payments to some extent, you will 
want to check with your state or local government or your tax advisor.

For those who work with Ropes & Gray’s tax service department, please stay tuned for more guidance about 
how they are handling the adjusted federal filing deadlines.

________________________________________

A PLANNING OPPORTUNITY WITH ROTH CONVERSIONS

As difficult as it is to watch, the recent decline in the stock market may present an opportunity for long-term 
investors to take advantage of the option to convert a traditional IRA or qualified retirement plan to a Roth 
equivalent. Retirees who have yet to take required minimum distributions from their retirement plans, are 
currently in a low tax bracket, and have liquid assets available to pay the tax due on a Roth conversion may find 
the opportunity particularly attractive.

Click here to learn more.



The information set forth in this communication is presented by Ropes Wealth Advisors LLC (“Ropes Wealth”) a wholly owned subsidiary of Ropes 
& Gray LLP. The contents are for informational and educational purposes only and are not intended as investment, legal or tax advice. Please 
consult with your investment, legal or tax advisor concerning any specific questions you may have. Ropes Wealth cautions the reader that past 
results are not indicative of future performance. The historical return of markets generally and of individual assets classes or individual securities 
may not be an accurate predictor of future returns of those makers, asset classes or individual securities. Ropes Wealth does not guarantee the 
accuracy and completeness of any sourced data in this communication. 

Ropes Wealth Advisors LLC 
800 Boylston Street Boston, MA 02199-3600 

the safest way to manage through this challenging period. While some market pundits continue to take sides on 
the growth vs. value or large vs. small debate, we see great opportunity in diversification right now, as there is 
nothing straightforward in the outlook. Or, better said, perhaps the only straightforward part of the market outlook 
for 2023 is that it will not reflect a sharp V-shaped recovery. With that hope set aside, we must consider there is 
now a wider opportunity set of choices at repriced levels. Our goal is to review and reaffirm, or reject and replace, 
across your holdings in order to prime your portfolios for the intricate backdrop ahead. We thank you for the 
opportunity to do that for you and will do so with a high focus on the indomitable consumer as in some ways what 
happens next depends on all of us. 

Thank you for your interest in our investment commentary. If you would like to speak personally with a member 
of our team at any time, please click here.
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