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White Swans

On November 9, 2023, the Federal Reserve unanimously agreed to not raise the fed funds or discount rates. So, what 

historically happens next after the Fed stops raising rates and intentionally slows down our economy?

Last quarter, we highlighted the performance of bonds postrate tightening and saw the bond market rebound and 
recover within a matter of months.
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Fixed Income Returns

This is only part of the bond and Fed dance. When we have an inverted yield curve as we have starting back in April of 
2022, the economy goes into recession 18 months after the inversion. Moreover, the Fed begins cutting rates and the 
average is 300bps, which translates into around a 2% bond market yield. If the 30-year U.S. Treasury bond goes back 
down to 2% from 5% that would translate into a 67.43% return and for a 10-year Treasury a 27.04% return for individual 
Treasury bonds.

Source: Morningstar as of 2/28/2023. Fixed income cumulative returns are calculated using Bloomberg US Aggregate Index Returns.

Hiking Cycle Start # of Months in Hiking 
Cycle

During Hiking Cycle 6M  
After Pause

12M  
After Pause

3/1988 12 3.7% 8.9% 12.7%

2/1994 13 -1.6% 9.0% 17.1%

3/1997^ 1 N/A 6.7% 11.4%

6/1999 12 1.4% 7.7% 13.7%

6/2004 25 5.6% 5.4% 6.5%

12/2015 37 5.7% 6.4% 9.0%

3/2022 12 -7.6% TBD TBD

Average 16 1.2% 7.4% 11.7%
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Historically, the Fed cut by an average of 300bps in recession
Change in effective Fed finds 12 months following the start of recession, bps
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Source: Bloomberg Finance L.P. Data as of April 11, 2023

Markets respond to all types of crises, including but not limited to, the Dot.com bubble of 2000, the credit crisis of 
2007, COVID-19, and now regional banks. Residential and commercial real estate are possible white swans that stoke 
a recession. This time around we may not need a black swan event with several major markets breaking down before 
our very eyes.



www.legacypwp.com  |  info@legacypwp.com  |  720.381.2669 4

The original issues with regional banks have not gone away, and have gotten worse than what weighed on Silicon 
Valley Bank, Signature Bank, and First Republic. Fewer deposits, higher rates, a slowing economy, and tighter lending 
requirements all are in full force. 45% of all funding of commercial real estate resides at regional banks, coupled with over 
20% vacancy rates in o�ice buildings showcases significant probabilities of negative economic ripple effects that will 
weigh on earnings, growth, jobs, and wages. Clearly, this environment is not ideal.
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The top banks in the U.S. are preparing their balance sheets for significant losses. Just in the 2nd quarter 2023, Bank 
of America has positioned $1.7 billion additional dollars for potential Commercial Real Estate (CRE) losses, Goldman 
Sachs has designated $617 million, JP Morgan Chase has designated $1.1 billion, Wells Fargo $949 million, Citizen 
Services Financial has a $2.04 billion allowance for credit losses and Fifth Third Bancorp increased its credit losses 
allowance to $2.53 billion (Reuters).

Source: Real Investment Advice
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Source: Autonomous, Mortgage Bankers Association, FED Flow of Funds, SNL (Bank Loans), Morgan Stanley, Statista, McKinsey, NAREIT, 

Goldman Sachs Asset Management. As of March 31, 2023. Goldman Sachs.

Private Investors/Others 10%

REITS 10%

Government Agency 12%

Real Estate/Private Equity 12%

Owners of  
CRE Equity (%)1

Owners of  
CRE Debt (%)

Private Investors/Others 10%

Owner Occupied 13%

Regional Banks 45%

Closed and Open-Ended Funds 45%

National/Global Banks 10%

Institutional/Private Investors/Others 28%

CMB 14%
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$2 trillion is the estimated loss in value regional banks have already experienced, what is possible with the challenging 

economic conditions that already exist? The facts are focusing on real and significant headwinds in our foreseeable 

future. We recommend investors reexamine their financial goals, investments, asset allocation, and risks. We urge 

investors to reach out to their financial advisors to button up their financial positioning.

Love life,

Todd M. Schwartz 

Founder
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Advisory Services offered through Concurrent Investment Advisors, LLC (Concurrent) an SEC Registered Investment Advisor.

This presentation is limited to the dissemination of general information regarding Concurrent’s investment advisory services. Accordingly, the information in this 

presentation should not be construed, in any manner whatsoever, as a substitute for personalized individual advice from Concurrent. The information presented 

is for educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment 

strategies.  Investments involve risk and unless otherwise stated, are not guaranteed.  Be sure to first consult with a qualified financial advisor and/or tax 

professional before implementing any strategy discussed herein.

This report is intended for the exclusive use of clients or prospective clients (the “recipient”) of Concurrent Investment Advisors and the information contained 

herein is confidential and the dissemination or distribution to any other person without the prior approval of Concurrent Investment Advisors is strictly prohibited. 

Information has been obtained from sources believed to be reliable, though not independently verified. Any forecasts are hypothetical and represent future 

expectations and not actual return volatilities and correlations will differ from forecasts. This report does not represent a specific investment recommendation. 

The opinions and analysis expressed herein are based on Concurrent Investment Advisor research and professional experience and are expressed as of the date 

of this report. Please consult with your advisor, attorney, and accountant, as appropriate, regarding specific advice. Past performance does not indicate future 

performance and there is risk of loss.

Concurrent may discuss and display charts, graphs, formulas which are not intended to be used by themselves to determine which securities to buy or sell, or 

when to buy or sell them. Such charts and graphs offer limited information and should not be used on their own to make investment decisions.


