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The Federal Reserve’s market intervention through the Primary Credit Facility and Bank Term Funding Program (BTFP) has so far been 
successful in quelling solvency and liquidity issues in regional banks. Since peaking at nearly $165b in mid-March, usage of the crisis facili-
ties has since fallen to just under $144b. However, investor confidence in these institutions has not returned, as seen in the SPDR Regional 
Banking ETF, which has languished under $45 since the beginning of the crisis. Concerns surrounding longer duration securities remain, 
and as long as rates stay high it seems unlikely for these valuations to re-rate higher anytime soon.



Source: Bloomberg, Data from Q1 2005 to Q1 2023

Difficulties in commercial real estate have continued to increase in 2023 as private real estate deals have dried up. The aggregate deal value of 
private real estate acquisitions has fallen nearly 93% from the high of $32 billion in Q4 2021. Current aggregate deal values haven’t been seen 
since 2012, when the domestic real estate market was struggling to recover from the Financial Crisis. Also important to note here is that the 
extreme deal volumes seen from 2018-2021 were financed at historically low interest rates. As maturities come due and those properties are 
refinanced at higher interest rates pain is likely to be amplified.



Source: Bloomberg, Data from Q2 2018 to Q1 2023

After peaking in Q2 2022, mentions of “inflation” on the quarterly earnings calls of S&P 500 companies has begun trending downward. This 
has coincided with a peak in the Consumer Price Index at 9% around the same time. That being said, business conditions for the 500 largest 
domestic companies have remained difficult and mentions of “headwinds” have continued to increase throughout 2022. As the economy 
slows down and high interest rates eat into profit margins, both trends are likely to continue.



Both equity and fixed income indices have continued to come off the 2022 lows as market participants start to anticipate an end to Federal 
Reserve rate hikes. While this has been broadly positive for portfolios, it has continued the sharp increase in correlation between stocks and 
bonds that began to break out of historical ranges in 2022. When correlations are strongly positive, the diversification benefits of the 60/40 
portfolio sharply diminish. As long as interest rates and asset duration continue to dominate the market narrative, we can expect this correlation 
to remain strong.

Source: Bloomberg, Data from 1/31/1977 to 3/31/2023



Net speculative positioning in both S&P 500 and 10-Year US Treasury futures contracts are the lowest seen in the past several years as hedge 
funds make bets on futures declines in both assets. Net positioning in ES-mini futures is around levels last seen in spring 2020, and net posi-
tioning in the 10- Year is well below any levels seen in recent history. This data doesn’t imply any price direction, but it does imply higher 
volatility in both assets as the large positions can lead to sharp declines and short squeezes.

Source: Bloomberg, CFTC; Data from 12/31/2018 to 4/24/2023



DISCLOSURE
• This was prepared by Zermatt Wealth Partners, a federally registered investment adviser under the Investment Advisers Act of 1940. Registra-
tion as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you 
with information about which you determine to hire or retain an adviser. Zermatt Wealth Partners, Form ADV Part 2A & 2B can be obtained by 
written request directly to: 3170 Fourth Ave., 3rd Floor, San Diego, CA 92103. This is not solicitation or a recommendation to buy or sell a specific 
security and should not be relied upon for investment making decisions. Neither the information nor any opinion expressed should be construed 
as personalized investment, tax, or legal advice.

• Please note, this information is intended for educational purposes only. It does not address specific investment objectives, or the financial situa-
tion and the particular needs of any person who may receive this report. Please contact your Financial Advisor prior to making investment deci-
sions.

• The information herein was obtained from various sources. Zermatt Wealth Partners does not guarantee the accuracy or completeness of infor-
mation provided by third parties. The information in this report is given as of the date indicated and believed to be reliable. Zermatt Wealth 
Partners assumes no obligation to update this information, or to advise on further developments relating to it.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RETURNS. PLEASE SEE ABOVE DISCLOSURES



DISCLOSURE
Asset Class Proxy Asset Class Proxy

Large Cap Value Russell 1000 Value TR USD Large Cap Value Equity S&P 500 Dividend Aristocrats TR USD

Large Cap Value Equity Russell 1000 Dividend Select EW TR USD Large Cap Growth Pacer US Cash Cows Growth Index TR

Large Cap Growth Equity Russell 1000 Growth TR USD Momentum Equity MSCI USA Momentum NR USD

Small Cap Equity Russell 2000 TR USD Managed Futures SG Trend Index

International Developed Equity MSCI EAFE NR USD Dividend Growth Strategies S&P 500 Dividend Aristocrats TR USD

Small Cap Dividend Growth Russell 2000 Dividend Growth Select USD Large Cap Dividend Growth Russell 1000 Dividend Select EW TR USD

International Emerging Equity MSCI EM NR USD Quality MSCI USA Sector Neutral Quality NR USD

Intermediate/Aggregate Bond BBgBarcUS Agg Bond TR USD Commodities Bloomberg Commodity TR USD

Municipal Bonds S&P Municipal Bond TR USD Private Equity Cambridge Associates US Private Equity USD

International Bond BBgBarc Gbl Agg Ex USD TR Hdg USD Short Term Bond/Cash BBgBarcUS Aggregate 1-3 Yr TR USD

High Yield Bond BbgBarc US Corporate High Yield TR USD Long Term Treasuries ICE U.S. Treasury 20+ Year Bond TR USD

Intermediate Treasuries ICE U.S. Treasury 7-10 Year Bond TR USD Short Term Treasuries ICE U.S Treasury 1-3 Year Bond TR USD

Mid Cap Equity Russell Mid Cap TR USD Real Estate NCREIF Indexes

International Equity MSCI ACWI Ex US NR USD US Equity Russell 3000 TR USD

Global Equity MSCI ACWI NR USD Low Volatility Equity S&P 500 Low Volatility TR USD

Global Alternatives Hedge Fund Research HFRX Global Hedge Fund Index Long Short Alternatives Bloomberg Long/Short Hedge Fund Index

Merger Arbitrage Hedge Fund Research Merger Arbitrage Index Private Credit/Direct Lending CliffwaterDirect Lending Index
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