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In a Berkshire Hathaway meeting in 
May of 2021, Warren Buffett said to 
shareholders, “I recommend the S&P 
500 index fund and have for a long, 
long time.” That’s been pretty good 
advice. In a report published last 
month, S&P Dow Jones Indices analysts 
found that 85.1% of U.S. large-cap 
equity fund managers underperformed 
the S&P 500 in 2021. It was the twelfth 
straight year that more than half of the 
managers in this category lagged the 
index.

According to another report, SPDJI 
analysts found that only 22% of the 
stocks in the S&P 500 outperformed 
the index from 2000 to 2020. 
Particularly noteworthy were the 
98.6% of large-cap growth funds that 
failed to beat the S&P 500 Growth, the 
worst performing of any U.S. equities 
category in the past 21 years. 

Sure, the S&P 500 has been struggling 
recently, falling about 13% from its 
January high of 4,818. But as SPDJI’s 
data demonstrates, it’s incredibly 
�H�M�J�½�G�Y�P�X���X�S���E�G�X�M�Z�I�P�]���Q�E�R�E�K�I���V�M�W�O���E�W���[�I�P�P����

Many technology stocks that have 
surged over the last three years are 
now doing terribly. Microsoft, Alphabet 
(Google), Tesla, Nvidia, and Meta 
(Facebook) are all down between 20% 
and 53% from their highs.

Fund managers often respond to 
evidence of active management’s 

underperformance by claiming to 
offer better returns per unit of 
volatility, meaning they outperform 
in risk-adjusted terms. This would 
be an appropriate counterargument 
if only it were true. The data shows 
that most actively managed funds 
underperformed on this metric as well.

What’s worse, the statistics only 
apply to fund managers that survive. 
Meaning over 20 years, nearly 70% of 
domestic equity funds and two-thirds 
of internationally focused equity funds 
�[�I�V�I���G�S�R�½�R�I�H���X�S���X�L�I���L�M�W�X�S�V�]���F�S�S�O�W����
�7�M�Q�M�P�E�V�P�]�����V�S�Y�K�L�P�]���L�E�P�J���S�J���½�\�I�H���M�R�G�S�Q�I��
funds closed their doors over the past 
15 years. 

Investors should understand stock 
picking is incredibly hard, and there’s a 
pretty good chance you will ultimately 
underperform the market. Rather, the 
investor should hold a broad basket 
�S�J���I�U�Y�M�X�M�I�W���E�R�H���½�\�I�H���M�R�G�S�Q�I���E�G�V�S�W�W��
multiple asset classes and rebalance 
�F�E�W�I�H���S�R���H�I�½�R�I�H���M�R�Z�I�W�X�Q�I�R�X���E�P�P�S�G�E�X�M�S�R��
goals, not intuition. 

2022 appears to be a challenging 
�]�I�E�V�����-�R�¾�E�X�M�S�R�����V�M�W�M�R�K���M�R�X�I�V�I�W�X���V�E�X�I�W����
�E�R�H���X�L�I���9�O�V�E�M�R�I���G�S�R�¾�M�G�X���G�E�W�X���E���T�E�P�P��
over the investment landscape. Take 
Warren Buffett’s advice: don’t try to 
time events or investment news. Stay 
�H�M�Z�I�V�W�M�½�I�H���E�R�H���G�S�Q�Q�M�X�X�I�H���X�S���]�S�Y�V��
�P�S�R�K���X�I�V�Q���½�R�E�R�G�M�E�P���K�S�E�P�W����
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Educational psychologist Michele 
�&�S�V�F�E�����)�H�(���M�H�I�R�X�M�½�I�H���W�I�Z�I�R���W�O�M�P�P�W���X�L�E�X��
separate successful kids from those 
that struggle. Parents can help their 
children become stronger and more 
self-aware and teach them to be 
more successful.

Self-Confidence
Children who face challenges, create 
solutions, and do well on their own 
�K�E�M�R���W�I�P�J���G�S�R�½�H�I�R�G�I�����-�J���X�L�I�]���F�I�P�M�I�Z�I���M�R��
themselves, they can rebound from 
failures. Kids who study and get good 
grades through their own efforts have 
been found to be happier and more 
successful.

�7�I�P�J���G�S�R�½�H�I�R�G�I���M�W���R�S�X���X�L�I���W�E�Q�I��
as self-esteem. It is important for 
parents to encourage their children 
to be what they want to be and 
tell them they are special. However, 
�W�I�P�J���G�S�R�½�H�I�R�G�I���H�S�I�W���R�S�X���L�E�T�T�I�R���M�J��
�T�E�V�I�R�X�W���½�\���E�P�P���X�L�I���T�V�S�F�P�I�Q�W�����G�S�Q�T�P�I�X�I��
tasks for their kids, hover over 
them, and rescue them so they do 
not believe they can do things for 
themselves.

Empathy
There are different types of empathy: 
sharing others’ feelings and feeling 
their emotions (affective empathy), 
having concern and acting with 
compassion (behavioral empathy), 
and understanding someone else’s 
thoughts or stepping into their shoes 
(cognitive empathy). 

Parents can encourage their kids 
to share their feelings and feel safe 
about doing it by sharing their own 
emotions and creating opportunities 
for children to express theirs. By 

asking questions about how they feel, 
parents can help kids understand that 
it’s normal to have feelings. 

Self-Control
This skill includes control over 
thoughts, emotions, desires, attention, 
and actions. Parents can teach 
children self-control by developing 
signals that let them know when they 
need to stop what they are doing, 
change their focus, pay attention, and 
listen. They can also develop phrases 
that remind them to slow down and 
think before they act. 

Integrity
Children need to create a moral 
compass based on learned beliefs, 
attitudes, and skills so they will know 
and do what is right. Parents can help 
their children do this by setting out 
their expectations and then giving 
kids space to separately identify their 
own moral identity. It is important 
for parents to praise children for 
behaving with integrity and ethics. 
�7�T�I�G�M�½�G���T�V�E�M�W�I���X�L�E�X���M�R�G�P�Y�H�I�W���X�L�I��
reason the action displayed integrity 
(“You showed integrity because…”) 
is most helpful.

Curiosity
This skill includes recognizing, 
pursuing, and having the desire 
to explore events that are new, 
uncertain, and challenging. Parents 
can help kids develop curiosity by 
giving them toys and arts and crafts 
that challenge them to be creative. 
Another approach is for parents to 
ask children questions and encourage 
�X�L�I�Q���X�S���X�L�M�R�O���E�R�H���½�R�H���X�L�M�R�K�W���S�Y�X����
rather than just providing them with 
the answers.

Perseverance
This skill helps kids to not be 
overwhelmed and to continue moving 
forward rather than giving up when 
things get tough or they make a 
mistake. Parents can share techniques 
to help. One method to teach is 
called chunking, when large tasks are 
broken into smaller parts to make it 
easier for kids to get started and stay 
focused. When kids make a mistake, 
it is important to teach them to zero 
�M�R���S�R���X�L�E�X���W�T�I�G�M�½�G���E�V�I�E���W�S���X�L�I�]���H�S��
not catastrophize a problem and get 
derailed by it.

Optimism
If children are pessimistic, they are 
more likely to quit when faced with 
challenges. Optimism gives children the 
ability to view challenges as temporary 
so they can overcome them and be 
successful. Parents’ actions and outlook 
on life can teach children whether 
to be optimistic or pessimistic so it 
is important for parents to consider 
whether they need to change their 
own approach to be more optimistic 
and set an example for their kids.



At its March Federal Open Market 
Committee meeting, the U.S. 
Federal Reserve raised its federal 
target funds rate by a quarter 
�T�S�M�R�X�����-�X���[�E�W���X�L�I���½�V�W�X���M�R�G�V�I�E�W�I���W�M�R�G�I��
December 2018, but it wasn’t a 
huge surprise. Fed Chair Jerome 
Powell had already said we should 
expect as much, with the potential 
for additional hikes. 

Almost everyone is familiar with 
interest rates. Yet, few understand 
what the Fed’s target funds rate 
is. Economists, politicians, and the 
�½�R�E�R�G�M�E�P���T�V�I�W�W���W�I�I�Q���X�S���E�P�[�E�]�W���F�I��
talking about it. Markets rise or fall 
when the Fed comments on it. It’s 
often treated as synonymous with 
interest rates. It must be important, 
right? Well, yes, the target funds 
rate is important but not in the way 
you might expect. 

As the central bank for the United 
States, the Federal Reserve is tasked 
with setting monetary policy to 
promote, “Maximum employment, 
stable prices, and moderate long-
term interest rates … thereby 
supporting conditions for long-term 
economic growth,” according to 
federalreserveeducation.org. In this 
supporting role, the Fed uses its 
target funds rate as one of many 
levers to achieve its aims. 

When the Fed increases or 
decreases the target funds rate 
�F�]���W�T�I�G�M�½�G���T�S�M�R�X�W�����M�X� �́W���I�W�X�E�F�P�M�W�L�M�R�K��
a range of rates. Current rates 
are 0.25-0.5%, up a quarter-point 
from 0.0-0.25%. Banks and similar 
institutions then target this range 
when they lend overnight money to 
one another. They use these hyper-
short-term loans to collectively 
maintain their required cash 
reserves or to otherwise raise 
immediate operational cash. 
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When the Fed increases the target 
funds rate (as it just did), it’s hoping 
�X�S���V�I�H�Y�G�I���X�L�I���¾�S�[���S�J���I�\�G�I�W�W���G�E�W�L���S�V��
stimulus in the economy, which can help 
�X�I�Q�T�I�V���M�R�¾�E�X�M�S�R����

When the Fed lowers the target 
funds rate (as it did during the 
pandemic and the Great Recession), 
it’s hoping to keep stimulating cash 
�¾�S�[�M�R�K���X�L�V�S�Y�K�L���X�L�I���I�G�S�R�S�Q�]���[�M�X�L�S�Y�X��
�P�I�X�X�M�R�K���M�R�¾�E�X�M�S�R���K�I�X���S�Y�X���S�J���L�E�R�H����

Along with adjusting the target funds 
rate, the Fed can inject or extract cash 
into or out of the system to quicken 
or slow the wheels of commerce, 
�M�R�G�V�I�E�W�I���S�V���H�I�G�V�I�E�W�I���M�R�¾�E�X�M�S�R�����[�E�V�H��
off a recession, tamp down what Alan 
Greenspan called irrational exuberance, 
or otherwise spur or check economic 
activities. 

However, no single entity can just 
�¾�M�T���E���W�[�M�X�G�L���X�S���T�S�[�I�V���X�L�I���I�G�S�R�S�Q�]��
on and off. The Fed is in a relatively 
strong position to encourage long-
term economic growth through its 
actions. Often, its actions will trickle 
down to other types of loans and 
move them in a similar direction but 
not always and rarely across the board. 
As in any complex system, any given 
move interacts with countless others 
with varied results. This is especially so 
globally as most countries have central 
banks of their own. 

It is important to also understand the 
Fed’s rates may not affect the interest 
rates you personally pay or receive. For 
�I�\�E�Q�T�P�I�����I�\�M�W�X�M�R�K���½�\�I�H���V�E�X�I���H�I�F�X���W�Y�G�L��
as home and student loans may not be 
as immediately affected by rising rates, 
�[�L�M�P�I���J�V�I�I���¾�S�E�X�M�R�K���G�V�I�H�M�X���G�E�V�H���H�I�F�X���M�W��
more likely to creep upward in tandem 
with the Fed’s rates. It’s generally wise 
to avoid credit-card debt to begin with 
given its persistently higher rates. This is 
even more critical as rates rise. 

Similarly, you may or may not receive 
higher rates on interest-bearing 
instruments such as bonds, CDs, 
bank accounts, etc. That’s because 
it’s banks and similar entities, not the 
Fed, who set these rates. A recent 
Wall Street Journal column described, 
“Interest rates are about to rise. 
Savers shouldn’t get their hopes up. 
… Banks have little incentive to raise 
the interest they pay on deposits 
because they simply don’t need the 
money.” 

Time will tell whether this or 
future Fed rate increases contribute 
�X�S���P�S�[�I�V���M�R�¾�E�X�M�S�R���E�R�H���E���L�I�E�P�X�L�]��
economy. Similar actions have been 
known to help in the past. But of 
course, each era comes with its own 
challenges and opportunities. Current 
events are certainly no exception to 
this rule! Current global strife may 
�[�I�P�P���L�E�Z�I���E���Q�Y�G�L���P�E�V�K�I�V���M�R�¾�Y�I�R�G�I���S�R��
�M�R�¾�E�X�M�S�R�E�V�]���V�M�W�O���X�L�E�R���[�L�E�X���X�L�I���*�I�H��
can and cannot do about interest 
rates. For investors, maintaining 
�F�V�S�E�H���H�M�Z�I�V�W�M�½�G�E�X�M�S�R���E�R�H���E�H�L�I�V�M�R�K���X�S��
their Investment Policy Statements 
�W�L�S�Y�P�H���T�V�S�Z�I���F�I�R�I�½�G�M�E�P����
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Many people are taking time post-
COVID-19 to update their power of 
attorney (POA). If it has been some 
time since yours was drafted, the 
person you name in it may encoun-
�X�I�V���H�M�J�½�G�Y�P�X�]���Y�W�M�R�K���M�X�����1�E�R�]���½�R�E�R�G�M�E�P��
institutions want to see a power of 
attorney signed within the last few 
years. 

There are generally two types of 
powers of attorney: a durable power 
of attorney and a springing power of 
attorney. A durable power of attor-
ney provides your agent authority 
over your assets whether or not 
you are incapacitated. A springing 
power of attorney goes into effect 
only when you become incapacitat-
ed. However, a springing power of 
attorney is often challenging because 
your agent will need to convince 
�]�S�Y�V���½�R�E�R�G�M�E�P���M�R�W�X�M�X�Y�X�M�S�R���]�S�Y���E�V�I��
incapacitated. Consequently, many 
banks do not want to make that de-
termination; they may refuse to act 
or force your agent to get a lawyer 
�M�R�Z�S�P�Z�I�H�����8�L�M�W���G�E�R���E�H�H���W�M�K�R�M�½�G�E�R�X���X�M�Q�I��
delays and unnecessary fees. 

While a durable power of attorney 
is often a better choice for ease of 
use, many people still have reserva-
tions about using them. Some clients 
fear their named agent could act 
detrimentally to their interests with-
out their knowledge. If this is your 
concern, you may have named the 
wrong person. Many people name 
their spouse as their agent. If you are 
not married or are not comfortable 
naming your spouse, you could name 
an adult child or even a close family 
friend. 

Remember, the named agent only 
has authority over the assets in your 
name. If you have assets in a trust, 
the successor trustee named in the 
trust document will act upon your 
incapacity. 

If you choose to update your power 
of attorney, seek legal counsel to 
assist you in understanding the full 
�V�E�Q�M�½�G�E�X�M�S�R�W���E�R�H���V�M�W�O�W���S�J���R�E�Q�M�R�K��
attorneys-in-fact and trustees. If 
you feel you are underserved in this 
area, we would be happy to make a 
recommendation.


