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SPECIAL REPORT: WEALTH MANAGEMENT

Wealth Managers Weigh In On Recession Risks

FINANCE: Near-Term Downturn Unlikely But ‘Fed Has Delicate Balancing Act’

H By Jeff Clemetson

On March 31, a usual telltale sign of the
dreaded “r” word — recession — appeared for the
first time since 2019, sparking speculation of
an impending downturn in the U.S. economy.

The inversion of the 10- and 2-year Trea-
sury bond yield curves along with the war in
Ukraine, rising gas prices, suddenly soaring in-
flation and anticipated additional interest rate
hikes by the Federal Reserve all added fuel to
the recession-talk fire.

However, despite the many current head-
winds for the economy, local wealth manag-
ers are not yet ready to throw in the towel on
the end of the strong pandemic recovery that’s
been taking place over the last year.

“A recession in the near term is possible, but
it’s not probable,” said Bambos Charalambous,
managing director of J.P. Morgan Private Bank
San Diego. “Our firm remains optimistic on the
economy, at least for the short term.”

Charalambous cited healthy levels in con-
sumer savings, business balance sheets, as well
as consumer spending as positive indicators the

economy will weath-
er the current storms.
“Even with expect-
ed rate hikes this year
and increased infla-
tion, there is still un-
used stimulus and
excess savings from
the pandemic in
the economy and
it will take time to
slow down growth
and demand,” he
said. “So instead of
a recession, the more
likely outcome is a
deceleration in growth from the blistering pace
it set last year back down toward, or slightly
below, trend through the first part of 2023.”

Linda Kitchens, director of wealth manage-
ment at Aspiriant San Diego, puts the proba-
bility of a recession
in the next 18 to 24
months in the 25-
30% range. “Which
is meaningfully high-
er than where we
were at the end of
2021 — probably less
than 10% chance of
recession then,” she
said.

In addition to
looking out for re-
cession signs in the
financial markets like an inverted yield curve
and a drawdown in equities, Kitchens said it is
important to watch signs in the economy like
slowing growth, increasingly higher inflation
and elevated commodity prices.

UBS Financial Services Senior Vice Presi-
dent of Wealth Management, USA Matt Han-
sen said his office also puts chances at a reces-
sion at 25% due to a “number of headwinds”
in the economy. But overall, Hansen also re-
mains optimistic about the economy.

“Persistent supply shortages severely limit
economic activity while adding to inflationary
pressure, forcing the Fed to raise rates quickly
despite disappointing growth,” he said. “On
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a positive note, the labor market is very tight
and wage growth has accelerated. So the rising
income we're seeing and strong household bal-
ance sheets will likely support strong consumer
spending.”

Hansen is also
optimistic about in-
flation, which he
said is strong at the
moment but should
start to “cool off” as
bottlenecks are re-
solved and financial

conditions tighten.
“We also feel that Matt Hansen
if the Russia and  Senior VP of Wealth
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conflict is resolved
by summer, we are
likely to avoid a reces-
sion. Our forecast for economic growth remains
at 3.5% for 2022, and 2.4% in 2023,” he said.

Robert Lopez, portfolio manager at Hoyle-
Cohen, also pointed out that current economic
signals indicate continued growth in the near
term, making recession unlikely in the next year,
even as odds of one have increased.

“For example, the
March jobs report
showed 431,000 new
hires, with most sec-
tors posting positive
job numbers and the
labor participation
rate increased from
62.3% to 62.4%.
Wage growth also in-
creased and showed
a 4% increase ($.13
per hour) to $31.73,”
he said. “When all is
said and done, the U.S. has recovered 93% of
job losses since the start of the global pandemic.”

However, despite the positive signs in the job
market and wage growth, the Fed’s aggressive
monetary policy to combat inflation could cause
more inversion to the yield curve, even though
the inversion at the beginning of the month
quickly reversed, Lopez said.
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“In our view, it’s likely that we won't see a reces-
sion in 2022, but by 2023 this risk could become
elevated.” Lopez said. “The Fed has a delicate
balancing act to navigate, whereby it must co-
ordinate a reduction in inflation without hiking
rates too quickly and causing the economy to
sputter out.”

Dowling & Yahnke Wealth Advisors CEO
Dale Yahnke is certain of a recession in the future.

“Exactly when the recession will take place
and how long it will last is uncertain,” he
said. “T won’t pretend to be able to predict the
future, while many others will try to explain
how things will play out.”

Instead of predictions, Yahnke uses com-
mon gauges that indicate looming recession:
inverted yield curve, rising unemployment and
declining corporate profits. All these gauges are
currently trending in positive directions, with
the exception of the yield curve which is “not
a certainty and still doesn’t tell us when exactly
the next recession will happen,” Yahnke said.

“The general theme here is the economy
has bounced back strongly since experiencing
its low points during the pandemic,” he add-
ed. “Things have gone well but there may be
some challenges for businesses and individuals
ahead. Be prepared.”

Investing for a Downturn

Even with odds of a near-term recession
unlikely, wealth managers still have advice for
people looking to prepare for eventual down-
turns in the economy.

Lopez said HoyleCohen advises clients to
stick to long-term financial plans and the prov-
en benefits of a diversified investment portfolio.

“We do not subscribe to the investment phi-
losophy of market timing. The only thing that
we can control are our actions by rebalancing
portfolios to maintain their long-term strategic
portfolio allocations,” he said, and suggested
clients tilt their allocation towards “defensive
dividend paying companies” that have “wide
economic moats and pricing power.”

“High growth stocks that benefit during an
economic expansion should also be reviewed
for their role in the portfolio to determine
whether a client is comfortable holding these

positions through an economic downturn,” he
added.

Kitchens also stressed the importance of in-
vestors staying focused on “a long-term time
horizon” and avoiding market timing. “As
has often been said, far more money has been
lost by investors trying to anticipate a recession
than lost in recessions themselves.”

Kitchens advises clients to “move up in qual-
ity” of equities and reduce exposure to “the
more expensive technology-related areas of the
market” because of their potential over-valu-
ation and susceptibility to rising interest rates.
She also suggests reducing high-yield bonds
and reinvesting in core bonds.

Hansen said he has also been paring back
on large cap tech investments, as well as health-
care, REITs and small cap growth in favor of
large cap value, dividend paying stocks, energy,
financials and “some hedge fund exposure to
take advantage of market volatility.”

Overall, UBS has not made major changes
to its client portfolios. Hansen said the firm’s
investment strategy designed for liquidity, lon-
gevity and legacy provides two to three years
of spendable cash, a variety of fixed income
securities, alternative investments and equities
for balanced and long-term growth.

“We have been building in hedges to our cli-
ents’ portfolios this past year. From a tactical
standpoint, we have been reducing duration
in our fixed income by replacing intermediate
and long-term bonds with short term, float-
ing rate bonds and treasury inflation-protect-
ed securities, to help protect against inflation
and a rising interest rate environment,” he said.

Two Types of Recession
Charalambous said that while a “soft land-

ing” from the uncertainty caused by the war in
Ukraine and the Fed rate hikes is still the most
likely outcome for the economy, navigating the
next few months is “critical” and investors should
be prepared for a couple possible downturns.

“The investment rule of thumb says that as we
approach the end of a cycle, one should allocate
more to ‘safe’ assets such as core bonds and de-
fensive sectors such as utilities in equities. The
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Ranked by assets managed locally for fiscal year 2021

Company
Address

Rank website Phone

1

10

11

12

13

14

15

16

Chandler Asset Management Inc.
6255 Lusk Blvd., San Diego 92121

CA\ CHANDLER ASSET MANAGEMENT
www.chandlerasset.com 800-317-4747

Merrill Lynch Wealth Management
701 B St., Suite 2400, San Diego 92101
www.ml.com 619-699-3700

Brandes Investment Partners L.P.
4275 Executive Square, Fifth Floor, La Jolla 92037
www.brandes.com 858-755-0239

UBS Financial Services Inc.
1200 Prospect St., Suite 100, La Jolla 92037
www.ubs.com 858-454-9181

Dowling & Yahnke Wealth Advisors
12265 El Camino Real, Suite 300, San Diego 92130
www.dywealth.com 858-509-9500

Northern Trust
4747 Executive Drive, Suite 1100, San Diego 92121
www.northerntrust.com 858-824-1200

_l?_
L

NORTHERN
TRUST

J.P. Morgan Private Bank
12860 EI Camino Real, Suite 200, San Diego 92130
privatebank.jpmorgan.com/san-diego 858-812-6131

LM Capital Group LLC
750 B St., Suite 3010, San Diego 92101
www.Imcapital.com 619-814-1401

The Private Bank at Union Bank
530 B St., Suite 2400, San Diego 92101
www.unionbank.com/private-banking 619-230-3496

HoyleCohen LLC
9350 Waxie Way, Suite 500, San Diego 92123
www.hoylecohen.com 858-576-7300

Pure Financial Advisors, LLC
3131 Camino del Rio N., Suite 1550, San Diego 92108
www.purefinancial.com 619-814-4100

U.S. Bank
4747 Executive Drive, Third Floor, San Diego 92121
www.usbank.com 858-334-0750

Crest Capital Advisors
12680 High Bluff Drive, Suite 450, San Diego 92130
www.crestcapadv.com 858-356-6340

crest

CAPITAL ADVISORS

A MIGHTOWER COMPANY

CoastEdge Partners LLC
888 Prospect St., Suite 220, La Jolla 92037
www.coastedge.com 858-997-2777

Callan Capital
1250 Prospect St., Suite 1, La Jolla 92037
www.callancapital.com 858-551-3800

AlphaCore Capital
875 Prospect St., Suite 315, San Diego 92037
www.alphacorewealth.com 858-875-4100

(NR) Not ranked

Sources: The firms and CPA/CFO-attested statements.
To the best of our knowledge, this information is accurate as of press time. While every effort is made to ensure the accuracy and thoroughness of
the list, omissions and typographical errors sometimes occur. Please send corrections or additions to the Research Department at the San Diego
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Business Journal at sdbjlists @sdbj.com. This list may not be reprinted in whole or in part without prior written permission from the editor. Some
companies have declined to participate or did not return a survey by press time. It is not the intent of this list to endorse the participants or to imply a
firm's size or numerical rank indicates its quality.

U] Through approved programs.



APRIL 25, 2022 www.sdbj.com SAN DIEGO BUSINESS JOURNAL 17

Deloitte.

Take control of your

financial future
Lead. Navigate. Disrupt.

In fast-changing times, the best outcomes depend on continuous
rigor in governance and processes across an array of transactional
and restructuring events. We can help you lead in global markets,
navigate complex regulations, and disrupt traditional processes to
emerge stronger than ever.

www.deloitte.com/us/risk

Copyright 2022 Deloitte Development LLC. All rights reserved.




18 SaN DIEGO BUSINESS JOURNAL www.sdbj.com APRIL 25, 2022

WEALTH MANAGEMENT FIRMS

Ranked by assets managed locally for fiscal year 2021
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Mariner Wealth Advisors $1.2B $531,432 Kyle Quinn
1 7 11512 El Camino Real, Suite 370, San Diego 92130 $771IM Y N Y Y Y Y N N N N $0 13 Katrina Scott
www.marinerwealthadvisors.com 858-795-9000 38 2011
Weatherly Asset Management $1.2B
18 832 Camino del Mar, Suite 4, Del Mar 92014 $1B Y N Y Y Y N N N Y N 2] 300,000 8 Carolyn Talor
www.weatherlyassetmgt.com 858-259-4507 21 B
‘s Mark Petrie
Aspiriant $1.1B
4 O 12451 High Biuf Drive, Suite 110, San Diego 92130 $7482M Y N Y Y Y Y Y N Y N 2] S 9 Paul Hynes
www.aspiriant.com 858-755-8899 52 D 1987
Private Asset Management Inc. $1.1B $645.109 Jeffrey Witt
20 5348 Carroll Canyon Road, Stite 200, San Diego 92121 $9478M Y N Y Y N Y N N Y N a 5 David Allen
www.pamgmt.com 858-750-4200 14 1993
Christopher Weil & Co. Inc. $1.0B
21 11236 £l Camino Real, Suite 200, San Diego 92130 $8435M Y N Y Y Y Y N N vy y 9842254 9 John wells
www.cweil.com 858-724-6040 20
Blankinship & Foster LLC $786.5M $1.000,000 Stefﬁﬂnerl:g\)/(eimov
22 420 Stevens Ave., Suite 250, Solana Beach 92075 $7222@ Y N Y N N N N N Y N $1 '000.000 7 (Monica) Ma
www.bfadvisors.com 858-755-5166 9 R 1989
WestPac Wealth Partners $781.4M '
P23 5280 Carroll Canyon Road, Suite 300, San Diego 92121 $5564M Y N Y Y Y N N Y Y N ﬂgggg 30 Nash Subotic
www.westpacwealth.com 619-684-6400 40 ’
Rowling & Associates LLC $615.5M % uan Agular
24 8889 Rio San Diego Drive, Suite 202, San Diego 92108 $H320M Y N Y N N Y N N Y N $0 4 Sanchez
www.rowling.com 619-295-0200 16
2020
: Derek Myron
Centura Wealth Advisory $584.6M ;
25 3570 Carmel Mountain Road, Suite 220, San Diego 92139 $4080M Y N Y Y Y Y Y N Y N 2] o 5 ng}gg;‘g’
www.centurawealth.com 858-771-9500 43 D 2018
. Gabriel
American Money Management $550.0M ¢
26 0. Box 675203, Rancho Santa Fe 92067 $3550M Y N Y Y N Y N N N Y 2} 00,000 12 osdom
www.amminvest.com 858-755-0909 55 ’ 1999
Ariston Services Group LLC $505.0M $2.000,000 Peter Shenas
27 750 B St., Suite 2630, San Diego 92101 $4279M Y N Y Y N N N N Y Y $2.000,000 2 Peter Shenas
www.aristonservicesgroup.com 619-241-2326 18 R 2008
Marine Street Financial $495.0M $100,000 Perry Bacon
28 7825 Fay Ave., Suite 240, La Jolla 92037 $3%75M Y Y Y Y Y Y N N N N $500’000 4 Daniel Racicot
www.marinestreetfinancial.com 858-754-3501 38 ’ 2013
Financial Alternatives Inc. ; ; ; $458.5M Jim Freeman
29 75k A, Suite210, Ladota ooy [F  Financial Alternatives gassim v v v v N N v Ny v P00 5 Chis Jacoard
www.financialalternatives.com 858-459-8289 integrated wealth management ™ g7 000, 1991
Beta Wealth Group $410.0M .
30 11421 W Bernardo Court, San Diego 92127 $320M Y Y Y Y Y N Y N Y N 28 3 S0 ek
www.betawealthgroup.com 858-207-3377 20
Clelland & Co. Inc. $392.5M 0T Robert Cleliand
3 1 5151 Shoreham Place, Suite 130, San Diego 92122 $380.0M Y N Y Y N N N N Y N $1 000.000 3 Medeiros
www.clelland.com 858-587-8700 3 D 1989
Wilsey Asset Management $379.7M $100,000 Brent Wilsey
32 10680 Treena St., Suite 160, San Diego 92131 $2912M@ N N Y N N N Y N Y N 0 2 Brent Wilsey
www.wilseyassetmanagement.com 858-546-4306 30 1995
[NR) Not ranked Business Journal at sdbjlists @sdbj.com. This list may not be reprinted in whole or in part without prior written permission from the editor. Some
Sources: The firms and CPA/CFO-attested statements. companies have declined to participate or did not return a survey by press time. It is not the intent of this list to endorse the participants or to imply a
To the best of our knowledge, this information is accurate as of press time. While every effort is made to ensure the accuracy and thoroughness of firm's size or numerical rank indicates its quality.

the list, omissions and typographical errors sometimes occur. Please send corrections or additions to the Research Department at the San Diego
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Ranked by assets managed locally for fiscal year 2021
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Aldrich Wealth LP $350.1M $150,000 Carl Pinkard
B3 5946 Priestiy Drive, Suite 200, Carisbad 92008 $2825M Y N Y Y N Y Y N Y N glonhe 3 Darin Richards
www.wealthadvisors.com 760-431-8440 24 s 1998
Platt Wealth Management $256.0M
34 3538 Camino del Rio N., Suite 365, San Diego 92108 $2004M Y N Y N N N Y N Y N ggggggg 3 Jezfgﬁ"g‘“
www.plattwm.com 619-255-9554 22 ’
Silvia McColl Wealth Management $240.0M William McColl
35 202 W. Broadway, Suite 2100, San Diego 92101 -S/[ SILVIA*McCOLL $950M Y N Y Y N Y Y N Y N $$é73360330 2 Brandon Silvia
www.silviamccoll.com 619-637-9920 WEALTIEMANAGEERT 23 e 2018
i i Matthew
Copley Financial Group Inc. $226.5M $100,000 Copley
36 2650 Camino Del Rio N., Suite 350, San Diego 92108 $1542M Y N Y Y Y Y N N N N $100'000 5 Matthew
www.financialplannersandiego.com 619-294-6008 47 ’ Copley
2013
Guide My Finances $150.0M :
37 6120 Paseo el Norte, Suite -2, Carlsbad 92008 $000M Y N Y N N N Y Y Y N ggggggg 3 Jackle pazur
www.guidemyfinances.com 760-547-7585 50 ’
D'Arcy Capital Management L 4 $146.1M $500,000 Brett D'Arc
38 12625 High Bluff Drive, Suite 314, San Diego 92130 DAR CY $1268M N N Y N N N N N N N $1 000.000 2 2011 ¥
www.darcycapital.com 858-914-1133 SN 15 s
Zeit Capital Advisors $126.8M $100,000 Phillip J.
39 10755 Scripps Poway Parkway, Suite 429, San Diego 92131 SI150M Y N Y N N N N N N N 3100000 1 Weber
www.zeitcapital.com 206-713-9655 10 ’ 2015
Nerad + Deppe Wealth Management $113.1M $500,000 Richard Nerad
40 4250 Executive Square, Suite 545, La Jolla 92037 $%882M N N Y N N N N N Y N $500'000 2 Steven Deppe
www.nd-wm.com 858-457-1325 28 ’ 2009
(NR) Not ranked Business Journal at sdbjlists @sdbj.com. This list may not be reprinted in whole or in part without prior written permission from the editor. Some
Sources: The firms and CPA/CFO-attested statements. companies have declined to participate or did not return a survey by press time. It is not the intent of this list to endorse the participants or to imply a

To the best of our knowledge, this information is accurate as of press time. While every effort is made to ensure the accuracy and thoroughness of firm's size or numerical rank indicates its quality.

the list, omissions and typographical errors sometimes occur. Please send corrections or additions to the Research Department at the San Diego
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USD would be stronger in this scenario, but com-
modities would do worse,” he said. “On the oth-
er hand, a stagflationary recession is conceivable,
where growth slows amid very high supply-driv-
en inflation and rising
rates. History doesn’t
offer a lot of parallels.
Tentatively, we would
lean towards allocat-
ing more to gold,
commodities and
real assets in this lat-

ter scenario.”
“Given the con-
Dale Yahnke cern among some in-
boui CE&OY ok vestors of a looming
owling & Yahnke . .
Wealth Advisors recession, investors

should build these
protections into their portfolios when oppor-
tunities arise,” Charalambous added.

Practical Fiscal Practices
Yahnke stresses practical advice for people
to prepare for downturns in the economy.

“When and how long the next recession will
be is not something any of us has control over,
so focus on areas of your life over which you
do have control,” he said. “Know how much
income you have coming in and know where
your money is going.”

Differentiating fixed expenses like mort-
gage/rent, utilities and groceries from discre-
tionary expenses like eating out, travel and en-
tertainment allows for the flexibility in a budget
plan to make adjustments in challenging times.
Yahnke also suggests having a plan for possible
job loss or business slowdowns in a recession.

“Make sure you have set aside an adequate
emergency reserve to cover expenses and pro-
vide a cushion,” he said. “A simple rule of

thumb is 3-6 months of living expenses. Make
sure this money is held in cash, money market
or another stable investment that can be easily
converted into cash. It won’t pay much, but it
will be there if and when needed.”

Homeowners with limited budget for saving
could also consider a home equity line of credit,
as long as it is used for emergencies.

“This strategy isn’t intended for people to
ramp up their lifestyle as it is a loan and will
have to be repaid,” he said. “It also general-
ly has a floating interest rate which in today’s
rising rate environment makes the cost of bor-
rowing more expensive.”

Special Considerations

Although the general principles of long-
term investing and budget planning are uni-
versal, there are some special investment con-
siderations for people, depending on their age
and family status.

Hansen said financial advice should be cus-
tomized to a client’s personal situation, but in
general the advice is usually consistent and not
based on swings in the market, with one ex-
ception.

“In fact, we encourage younger investors to
add more stocks — with strong fundamentals
—to their equity portfolios in times like this pri-
marily to take advantage of a lower share price
for their positions and the expected recovery

and growth over long time periods,” he said.

Lopez also sees upside for clients in their

“wealth building years” during recessionary pe-
riods. “Market corrections provide a great op-
portunity to find attractive entry points and/or
to consider increases to automatic purchases
through employer retirement plans,” he said.

Lopez also stressed the importance of main-
taining savings discipline during a recession.

“This is especially true for clients with young
children, as they can make contributions to
educational savings accounts (529s) while
markets are down, allowing for enhanced

GUIDE MY
FINANCES

Jackie Mazur CFP®, CDFA®, MSBA

Guiding you on your financial journey

www.guidemyfinances.com

Securities and Investment Advisory services offered through Woodbury Financial Services, Inc Member
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participation in the eventual rebound,” he
said. “These contributions can be super-sized
in certain situations, allowing for long-term
tax-advantaged returns. “

For clients in retirement, Lopez said it is usu-
ally best to stay the course and not risk moving
in and out of the markets.

“If you have an appropriately diversified
portfolio, with an allocation that you were
comfortable with before the recession, there’s
no need to change your plan,” he said.

Charalambous suggests families craft wealth
strategies that support a goal of preserving
wealth across generations.

“Also, if you have children, no matter how
young they are, children of all ages can gain a
great deal from understanding how the fami-
ly manages its resources,” he said. “We always
tell our clients that a child’s financial education
doesn’t happen overnight. Active appreciation
and stewardship of family resources begin by
helping children develop leadership skills and
financial acumen, according to their ages, abil-
ities and interests.”

Discussing financial topics like budgets, sav-
ing and investing with the family also better
prepares children to face changes to the fam-
ily’s financial situation, Charalambous added.

Recovery Readiness

When the inevitable recession does come,
there are also moves investors can make to
prepare for the eventual recovery. Typical re-
cessions have lasted an average 11 months, with
the exceptions of the Great Recession that last-
ed 18 months and the most recent recession
during the pandemic that lasted only two.

If a recession occurs, Yahnke said, past eco-
nomic data like unemployment, GDP growth
and earnings will already reflect the downturn,
even before one is officially recognized.

“On the other hand, the stock market is
forward looking, which is to say the stock
market will likely begin to anticipate the

economic recovery before we know we are
in one,” he said. “It may feel good to wait
until things get better with the economy, but
often times the stock market will have al-
ready run up by then, so you could miss
out if you try waiting until things get bet-
ter [to invest].”

Yahnke advises investors have and follow
an investment plan with a target allocation for
stocks and bonds to be held in portfolio and
practice “disciplined rebalancing.”

“This approach removes the emotion or the
need to successfully predict the direction of the
economy or stock market,” he said.

Kitchens said predicting recessions and how
long they last is difficult, but that equities his-
torically have experienced drawdowns of 20-
30% “well before a recession is formally un-
derway.”

“Long-term investors are usually well-served
by rebalancing portfolios or, better yet, adding
to equities in those situations,” she said.

Should a recession materialize, Lopez rec-
ommends staying invested and focusing on
long-term financial goals.

“Statistical data supports that disciplined in-
vestors often fare best, while those that try to
time the market often fare the worst,” he said.

“Equities recover before an economy officially
exits a recession and hiding in cash does more
harm than good to your long-term investment
performance.”

Whether in recession or recovery, Hansen
stressed the “utmost importance” of having
an investment strategy.

“Matching our assets with our liabilities
is key so that we don’t have to sell stocks,
potentially at a loss, to support our cur-
rent income need,” he said. “Our liquidity,
longevity and legacy framework accom-
plishes this goal so that our clients are not
panicking, but rather asking where the best
opportunities are to reinvest some of their
idle cash.” m
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