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Gilbert A. Garcia, CFA
Managing Partner

March 14, 2023

Many of you know my personal story. I grew up in a traditional
middle class Latino family in Corpus Christi, Texas. I am a product of
public schools, first generation college, and received my first big
break when I attended Yale University. I would have never made it
through Yale without the significant financial aid and government
student loans that I received. My interest rate was a subsidized 9%! 
 
My next big break was the summer between my sophomore and
junior years when I applied for two summer internships and was
admitted to both. The first was an internship with Senator Lloyd
Bentsen. The second was an internship with a relatively new
program called SEO that placed minority undergraduates on Wall
Street. While I really wanted to intern in Washington, I discovered it
was unpaid. By default, I was off to New York because the
internship paid $500 a week, more money than I had even seen and
more than enough to help with my tuition. That summer, I was
placed on the trading floor of the prince of capitalism, Salomon
Brothers. 
 
My career at Salomon was incredible, and I saw the birth of many of
the products that we use regularly today. I was even the first
Hispanic Vice-President of the firm. But the interest in public
service never left me. My desire to “give back” led me to spend
significant time with SEO, and I joined the Board in 1987. Now, I am
the longest serving Board Member, serving alongside Chairman
Henry Kravis, Founder Michael Osheowitz, and other financial
leaders. 
 
In 1990, I returned to Texas and joined former Mayor Henry Cisneros
to start a Latino-owned bond firm, which provided me many
exciting opportunities to be involved in community service. In early
2002, I joined Garcia Hamilton, and we were only $200 million in
bonds under management and with a two-person fixed income
department. We are now 100% fixed income and have grown to
over $21 billion and 39 employees, all rowing in one direction.
Furthermore, my partners and I have served on numerous boards,
advisory panels, philanthropic groups, and other worthy causes
while receiving dozens awards for our public service and
investment performance. 
 
One great experience for me was chairing Annise Parker’s
campaign for Houston Mayor in 2009. We worked hard and were
successful. The mayor then appointed me co-chairman of her
transition team along with long-time state representative Garnet
Coleman and philanthropist Nancy Kinder. After the transition
team, she named me Chairman of the Board of Metro (Houston’s
transit agency) in 2010.
 
At that time, Metro was in a very difficult place. It had lost public
support, was untransparent, was deep in litigation, was in a difficult
financial position, and had violated procurement policies relating to
a $900 million government grant. We rolled up our sleeves and got
to work. We put all meetings, committee meetings, and
corresponding material on-line to build public support and to
increase transparency. We put the check registry on-line, paid down
debt, and wrote-off worthless assets to improve our financial
position. We revamped our entire procurement process, received
the $900 million grant, and built 15 new miles of light rail. We
joined other agencies to secure the funding for a 5 mile bus rapid
transit line and even re-imagined our entire bus system, becoming
a model for America. Along the way, we held a successful public
referendum securing more funds for Metro with almost 80% of the
vote, won numerous awards for transparency, and were even
named Transit Agency of the Year for North America in 2015. 

Besides Metro and SEO, I’ve served on many boards including
pension boards in Houston and in Dallas, the Houston Downtown
Management District, and now even the Children’s Museum
Houston. However, our greatest work may have been during COVID.
During the depths of COVID, our firm stepped up significantly. 

LETTER FROM THELETTER FROM THE
MANAGING PARTNERMANAGING PARTNER
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We held many food giveaways for those most in need, bought
and distributed over 60,000 masks and hundreds of gallons of
hand sanitizer. My wonderful family – DeeDee (wife of 24 years),
Andrew, Daniel Thomas, Ben and JuJu – joined me for many of
these efforts and cheered me on during all the others.    
 
The City of Houston is now in a difficult position reminiscent of
Metro. From investigations into both Houston’s Health
Department and Housing Department, lawsuits surrounding pay
disputes with the firefighters, indictments of key city staffers,
allegations surrounding airport concession procurements, to an
impending state takeover of HISD (our largest school district),
city hall needs a “shake up.” With a looming recession and COVID
relief money ending, we need sound business leadership more
than ever.  
 
For this reason, I have filed for Mayor! Filing allows me to raise
funds and begin the work necessary to potentially launch a full-
fledged campaign in the Fall. Our firm is rock solid with clean
financials, a strong performance track record, and exceptional
client service. Even though my health is good, we are prepared
for any possible succession planning for anybody, including me.
To be clear, I remain managing partner and am the largest
shareholder with no plans to dissociate myself from the firm. My
partner Ruby Dang (29 years with the firm) has already taken on
a much larger role managing the firm. In addition, both partners
Karen Tass (13 years with the firm) and Jeff Detwiler (15 years with
the firm) have assumed greater leadership roles on the
investment desk. 
 
It is an exciting time for all of us at GHA. We would not be one of
the largest MWBE firms in America with $21 billion under
management without the hard work and dedication of the team,
staff and partners, the incredible love from our families, and the
amazing support from all our clients and supporters. 
 
Please call me anytime or email me here to let me know what
you think.



HOT OFF THE PRESS!
HOT OFF THE PRESS!

SVB BANKRUPTCY THROWS ASVB BANKRUPTCY THROWS A
WRENCH INTO THE SOFT LANDINGWRENCH INTO THE SOFT LANDING
SCENARIO!SCENARIO!

Just as the gazette was going to press, news of Silicon
Valey Bank (SVB) entering bankruptcy was hitting the
airwaves. This news was quickly followed up by a joint
announcement from the Federal Reserve, U.S. Treasury
and FDIC of a non-bailout bailout of SVB depositors. In
essence, government authorities managed to tell the
capital markets that there’s no fire so no need to worry.. .
while simultaneously pulling the financial system fire
alarm switch. Ok, so no need to worry? Then why pull the
fire alarm? Just because the ''let's not call it a bail out"
targeted Venture Capital and Private Equity depositors at
SVB, doesn't mean it wasn't a bailout. It just wasn't a
traditional bond or equity holder bailout. 

The Gazette staff views this event as symptomatic of the
underlying conditions in the macro-environment, and
frankly we aren’t surprised by its occurrence. As Warren
Buffet says, when the tide goes out, you see who isn't
wearing any clothing. This event specifically will likely
weaken one of the previously strong sectors of the
economy, the tech sector. Even in the absence of the SVB
bankruptcy, the massive tightening of monetary
conditions as evidenced by negative money supply
growth, the multiple string of negative LEI readings, an
extreme inverted yield curve, historically high real rates
and a severe tightening of lending standards all point
towards a coming recession accompanied by lower
inflation rates. We continue to expect lower yields in the
future accompanied by much wider credit spreads and
are positioned in our portfolios accordingly. Although SVB
was in the Bloomberg Aggregate Index, shockingly rated
A3 on March 7th and rated C as of March 13th, we have no
exposure in any portfolio to SVB. 
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THE “TEXAS BOND KING” REACHESTHE “TEXAS BOND KING” REACHES
OVER $20 BILLION IN ASSETSOVER $20 BILLION IN ASSETS
AS PRINTED IN H O U S T O N  S T Y L E  M A G A Z I N E  -  MARCH 1 ,  2023

Garc ia  Hami l ton  and Assoc iates ,  L .P ,  the  leading
bond manager  in  Texas  surpasses  $20 b i l l ion  in
assets  under  management .  The  company  has  grown
from $200 mi l l ion  and cont inues  to  prove  that  they
are  one  o f  the  fas test  growing and most  success fu l
bus inesses  in  the  US .

Bui l t  on  integr i ty  and t rust ,  the  company ’ s  miss ion  i s
“ to  bu i ld  meaningfu l  par tnersh ips  wi th  ins t i tut iona l
c l ients  and s t ructure  investment  management
so lut ions  to  address  the i r  spec i f ic  requi rements
ut i l i z ing  h igh-qual i ty  f i xed  income s t rateg ies . ”

Managing Par tner  G i lber t  Andrew Garc ia  takes  great
pr ide  in  the  work  that  he  and h i s  team have
accompl i shed .  Th i s  not  on ly  inc ludes  bu i ld ing  assets ,
but  the  impact  they  have  made on the  community .
“ In  the  las t  n ine  years ,  the  f i rm has  donated over  $3
mi l l ion  do l la rs  to  var ious  non-prof i t s  in  the  c i ty  and
in  the  nat ion . ”  Many  o f  the i r  par tners  serve  on  var ious
non-prof i t  and community  serv ice  boards .  They
cont inue  to  work  wi th  nat iona l ,  s tate ,  and loca l
leaders  to  bet ter  serve  the  needs  o f  a l l  communit ies .

A  s t rong be l iever  in  d ivers i ty ,  Garc ia  Hami l ton  and
Assoc iates ,  L .P ,  have  been awarded numerous  awards
inc luding  Best  P laces  to  Work  by  P&I  magaz ine  in  the
las t  s i x  years .  The  f i rm a l so  rece ived the  Outstanding
Diverse  Organizat ion  Award in  2022 .  Garc ia  has
st ressed that ,  “No  f i rm looks  l ike  ours  in  Amer ica .  .  .
roughly  75% of  the  39  people  that  work  here  a re
women.  .  . and roughly  70% are  B lack  and Hispanic . ”

The  f i rm has  a l so  won severa l  other  awards  and has
been recognized in  the  H o u s t o n  C h r o n i c l e ,  the
H o u s t o n  B u s i n e s s  J o u r n a l ,  and severa l  other
publ icat ions .  The  f i rm cont inues  to  grow every  day
and has  worked hard  to  be  in  the  fo re f ront  fo r  bond
management .  Garc ia  Hami l ton  and Assoc iates ,  L .P  i s
not  jus t  a  bus iness ,  but  a  p lace  that  customizes  the
needs  o f  the i r  c l ients ,  whi le  g iv ing  back  to  the
community ,  and prov id ing  the i r  employees  wi th  a
p lace  where  they  can thr i ve .

We are  thr i l led  our  Managing Par tner ,  G i lber t  Andrew
Garc ia ,  i s  now an o f f ic ia l  Guest  Contr ibutor  fo r  CNBC.
See  the  l ink  be low for  some of  h i s  most  recent
segments .  ht tps : / /qrco .de/GGarc iaCNBC
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PREMATURE DEATH KNOLL FORPREMATURE DEATH KNOLL FOR
THE 60/40 PORTFOLIOTHE 60/40 PORTFOLIO
WRITTEN BY MARK DELANEY ,  CFA
PARTNER,  SENIOR PORTFOLIO MANAGER/STRATEGIST

Chart 1

The venerable  60% equi ty /40% bond port fo l io  deve loped by  Nobel  Laureate  Har ry  Markowitz
in  1952  su f fe red the  th i rd  wors t  per formance in  97  years  in  2022 .  Us ing  the  S&P 500 and the
20-year  U .S .  T reasury  as  prox ies  fo r  the i r  respect ive  asset  c lasses ,  we  see  that  the  60/40
blended port fo l io  de l i vered a  return  o f  -20 .34% for  2022 .  Over  the  past  97  years ,  the  60/40
port fo l io  has  produced pos i t i ve  returns  78% of  the  t ime .  So ,  what  makes  2022  un ique and
what ' s  the  out look  for  the  60/40?

What  makes  2022  unusua l  fo r
the  60/40 port fo l io  i s  the  fact
that  re lat i ve  to  h i s tory ,  an
outs ized port ion  o f  the  negat ive
return  was  due  to  the  bond
market .  The  char t  be low shows
equi ty  and bond contr ibut ion
to  the  tota l  60/40 return .  Bonds
contr ibuted an   unusua l l y   la rge  
port ion  o f  the  negat ive  return  dur ing  2022 .  The  prev ious  years  where  the  60/40 return  was
comparable  in  negat ive  return  to  2022 ,  w i tnessed e i ther  pos i t i ve  bond returns  or  s l ight ly
negat ive ,  th i s  was  not  the  case  in  2022 .  

Chart 2

The resu l t s  f rom 2022  re f lected the  ext reme over  va luat ion  we had in  the  bond market ,  as
cor rect ly  ident i f ied  by  us  at  Garc ia  Hami l ton .  Th i s  was  the  d i rect  resu l t  o f  the  Federa l  Reserve
and U .S .  Government  throwing h i s tor ica l l y  la rge  amounts  o f  f i sca l  and monetary  s t imulus  at
the  pandemic  era  economic  contract ion .  As  a lways ,  va luat ions  matter  a  lo t !

(Continued on next page)

Source: GH&A Research
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Chart 3Compar ing  the  return  on  the  60/40
port fo l io  versus  cash  i s  ins t ruct i ve .
Look ing  at  3  d i f fe rent  t ime per iods ,  the
las t  3  years ,  the  las t  10  years  and annual
returns  s ince  the  f i r s t  year  o f  the  GFC ,
the  60/40 s t i l l  de l i vered returns  bet ter
than the  r i sk - f ree  asset .  I f  anyth ing ,  the
resu l t s  o f  the  Fed keeping interest  ra tes
ar t i f i c ia l l y  low ,  took  a  more  death ly  too l
o f  the  bond market  and cash  than they
did  the  60/40 port fo l io .

S ince  the  main  dr i ver  o f  the  poor
outs ized returns  o f  the  60/40 port fo l io
dur ing  2022  revo lved heav i l y  a round
bond per formance ,  where  does  that
leave  us  today?  Bonds  are  now
underva lued wi th  y ie lds  approaching  5%
on the  B loomberg  Aggregate  Index  and
break-even y ie ld  changes  a re  much more
att ract i ve  now versus  the  past  2  years .

The  long and short  o f  i t  i s ,  40% of  the
60/40 port fo l io  now looks  qu i te
at t ract i ve .  The  60/40 port fo l io  i s  a l i ve
and wel l ,  the  rumors  o f  i t s  demise  have
been great ly  exaggerated !

1  YEAR HORIZON RETURN ANALYZER
WITH BREAK EVEN YIELD CHANGES

Chart 4

Source: GH&A Research

Source: GH&A Research

I t  was  an  honor  and a  pr i v i lege  to  be  appointed to  the
Investment  Adv i sory  Committee  fo r  the  $38  b i l l ion
Employees  Ret i rement  System of  Texas  (ERS)  Fund .  I
have  jus t  completed s ix  months  o f  se rv ice  and have
enjoyed co l laborat ing  wi th  my co l leagues  under  the
leadersh ip  o f  Dav id  Vea l ,  C IO o f  the  Fund .  Fur thermore ,
I  was  a l so  asked to  be  a  member  o f  the  Texa$aver
401 (k ) /457  Program Product  Rev iew Committee .  I  look
forward  to  my cont inued conversat ions  wi th  the  team
throughout  my appointment .

SERVICESERVICE
HIGHLIGHTHIGHLIGHT
WRITTEN BY RUBY MUÑOZ DANG
PARTNER,  DIRECTOR OF MARKETING &  CL IENT SERVICE



WRITTEN BY KAREN TASS ,  CFA
PARTNER,  PORTFOLIO MANAGER

The year  o f  2022  was  record  break ing  in  the  f i xed income market ,  espec ia l l y  wi th in  the
Mortgage-Backed Secur i t ies  (MBS)  sector .  The  Federa l  Reserve  h iked the  fed  funds  rate  425
bas i s  po ints  over  the  course  o f  n ine  months ,  caus ing  mortgage rates  to  more  than double .  The
ent i re  coupon s tack  in  the  MBS index  went  f rom be ing  over  par  to  be ing  under  par .  G iven  the
incredib le  move  in  interest  ra tes ,  MBS t raded at  the i r  lowest  do l la r  pr ices  ever .  The  30-year
average  pr ice  got  as  low as  $83 ,  whi le  the  15 -year  average  pr ice  bottomed at  $88 .  H igher  ra tes
forced the  MBS Index  durat ion  to  peak  at  an  a l l - t ime h igh o f  6 .09  years  in  November .  The  low
dol la r  pr ices  a l so  pushed the  MBS Index  convex i ty  into  pos i t i ve  te r r i to ry ,  a  phenomenon
prev ious ly  unheard  o f  in  the  mortgage market .  Opt ion  ad justed spreads  widened to  88  bas i s
po ints  in  October ,  leve l s  not  seen s ince  the  peak  o f  the  COVID cr i s i s .  The  MBS sector  su f fe red
with  an  excess  return  o f  negat ive  332  bas i s  po ints  through 10 /3 1 /22 .  

(Continued on next page)
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Al l  these  aspects  combined presented an  incredib le  opportuni ty  to  add a lpha  to  our
port fo l ios  through MBS .  At  GHA,  we went  f rom be ing  cons iderably  underweight  MBS in
September  to  be ing  s ign i f icant ly  overweight  by  the  end o f  October .We were  ab le  to  buy
agency  guaranteed MBS at  roughly  $0 .85  on  the  do l la r  wi th  incred ib ly  a t t ract i ve  spreads  to
t reasur ies ,  even at  a  prepayment  o f  zero .    Keep in  mind ,  any  prepayment  i s  rece ived back  at
$100 ,  and mortgages  never  pay  zero ,  as  there  wi l l  a lways  be  deaths ,  d ivorces ,  moves ,  e tc .
caus ing  a  loan  to  be  prepa id .  On top o f  that ,  when rates  dec l ine ,  and speeds  p ick  up even
s l ight ly ,  there  i s  huge ups ide .  Addi t iona l l y ,  even at  these  impai red  leve l s  the  c red i t  qua l i ty  i s
drast ica l l y  h igher  than pre  GFC when over  60% of  bor rowers  had a  c red i t  score  be low 760 ;
now over  60% of  bor rowers  have  a  c red i t  score  greater  than 760 .  F ina l l y ,  the  supply  out look
for  MBS i s  very  low ,  due  to  the  min imal  prospects  fo r  re f inanc ing  and s lowing ex i s t ing  home
sa les ,  caus ing  spread compress ion  in  the  sector .

Chart 1

MORTGAGE MADNESSMORTGAGE MADNESS
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Somet imes  i t ’ s  bet ter  to  be  lucky  than smart .  Mortgages  came roar ing  back  in  the  las t  two
months  o f  the  year  wi th  an  excess  return  o f  137  bas i s  po ints ,  and they  a re  wel l  pos i t ioned to
outper form in  2023 .

Chart 3

Chart 2



I  have  been wi th  Garc ia  Hami l ton  &
Assoc iates  s ince  Ju ly  o f  2012 .  At  that
t ime ,  we were  managing approx imate ly
three  b i l l ion  in  assets .  I t  has  been 10  and
a ha l f  years  s ince  I ’ ve  s ta r ted  at  th i s  F i rm,
can you be l ieve  i t ?  We are  over  $20
bi l l ion  in  assets  under  management ,  and
I  am happy  to  share  my recent  promot ion
to  par tner !  I t  has  been an  honor  to  be  a
part  o f  the  t remendous  growth o f  our
F i rm and in  many  ways ,  I  see  the  para l le l s
o f  our  success  wi th  my own career .  When
I  s ta r ted ,  I  worked in  the  c l ient  serv ice
department  c reat ing  our  market ing
mater ia l s  and handl ing  c l ient  requests .  I
then s tar ted  he lp ing  the  investment  desk
with  t rade  t ickets  and da i l y  reports .  I
fu l l y  t rans i t ioned to  the  investment  team
in  2015  and much l ike  the  F i rm’s
per formance and assets  I  have  grown in
my pos i t ion  and respons ib i l i t ies .  Work ing
at  GHA has  been a  reward  that  keeps  on
giv ing .  Not  on ly  have  I  been a  par t  o f
some incredib le  events  and
opportuni t ies ,  but  I  can  say  I  work  at  a
company  that  i s  an  advocate  fo r
minor i t ies  and d ivers i ty  wi th in  the
f inanc ia l  indust ry !  I  am so  b lessed to  be
able  to  represent  th i s  F i rm and our
c l ients  in  a  t ime that  d ivers i ty  and
inc lus ion  are  at  the  fo re f ront  o f  soc ia l
jus t ice .  Th i s  a long wi th  the  many
accolades  we have  rece ived over  the
years  has  f i l led  my hear t  wi th  pr ide  and
grat i tude .  I  am a l so  very  thankfu l  to  my
col leagues  and f r iends  fo r  the i r
mentorsh ip  and support  throughout  my
career .  I  p romise  to  use  my new pos i t ion
to  pos i t i ve ly  impact  the  F i rm and be  a
mentor  to  the  next  generat ion  o f  leaders
in  our  indust ry .

PARALLELSPARALLELS
OF SUCCESSOF SUCCESS
WRITTEN BY CONNIE  FALCON DAVIS
PARTNER,  INVESTMENT ANALYST
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Debt ceiling limit hit
On January 19th Secretary Yellen stated that the
U.S. Treasury has begun using extraordinary
measures to borrow, after the $31.4 trillion
borrowing limit was hit. The Secretary stated that
extraordinary measures (accounting adjustments
that allow the Treasury to continue issuing debt
once it has reached the debt limit) will carry the
country until at least early June, at which point the
drop-dead or x-date will occur. Most estimates
using previous years tax inflow data suggests that
extraordinary measures will likely run out during
the August/September time period, not June. A
sharp recession in the coming months could lower
tax revenue and pull the x-date day forward but it's
highly likely that this will be a 3rd quarter event. 

Today's debt ceiling relative to history, why the
worry now?
Since 1960, the debt limit has been raised 78 times,
49 times under Republican presidents and 29 times
under Democratic presidents.
The most memorable episode surrounding an
increase in the debt ceiling occurred during 2011,
when Republicans seized control of Congress under
a Democrat president when the White
House/Senate/House had previously all been under
Democrat control. Republicans that year used the
debt ceiling as leverage, to force significant fiscal
consolidation (including sequestration). 

WRITTEN BY MARK DELANEY ,  CFA
PARTNER,  PORTFOLIO MANAGER/STRATEGIST

DEBT CEILINGDEBT CEILING
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points the week before S&P downgrade From
AAA to AA+ on August 5th of 2011. This worry
quickly passed because the real effect of the debt
ceiling not being raised is a sharp but temporary
fiscal contraction, not a bond default. If the debt
ceiling is not raised by the cut off date (likely
August), the Treasury will have to rein in outlays.
The U.S. Treasury would not stop making
payments on Treasury debt. In 2011, Treasury and
Fed officials devised a payment schedule if the
debt limit was not raised on time, and reiterated
these principles in 2013. They agreed that
Treasury would prioritize first paying principal on
interest on Treasury bonds and make them on
time. That means other cuts to spending would
be necessary. 
Treasury debt obligations will not be affected but
other forms of government expenditure will be,
and suddenly. For example, if Treasury cash flows
mimic the path of 2019, the US government’s
cash outlays in August this year will be $200bn
over inflows. If the debt limit is not raised to
cover this extra $200bn, the government will
need to cut spending by that amount. The
economic effect would start slowly but worsen
progressively, especially if concerns build that the
spending cuts are cumulatively larger and
permanent or if the negotiations are prolonged.
Spending cuts would have even larger negative
consequences for the economy if a recession
exists at the time of the negotiations.

Comparison of Macroeconomic data and
market valuations 2011 versus 2023
Both the economy (weaker) and markets (more
fully valued) are more vulnerable in 2023 to the
volatility likely to come from future debt ceiling
negotiations, as seen in Chart 1. 

Given unprecedented levels of
political polarization in recent
years (the negotiations will really
be between the Republican
House majority and the
administration), the likelihood of
an "accident" similar to the
January to September 2011
period will certainly be elevated
in 2023.

The real consequences of not
raising the debt limit ceiling
At it's worst, in 2011 the market
assigned a 5% chance of the U.S.
Treasury defaulting as indicated
by credit default swaps on the
U.S. trading at a level of 63  basis 

Chart 1

(Continued on next page)

Source: GH&A Research
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Our core outlook and the impact of debt ceiling limit negotations
We believe the Federal Reserve will be successful in 2023 orchestrating a significant slowdown in
aggregate demand growth to the point of forcing the U.S. economy into a recession. As such, we feel
inflation has peaked and interest rates are likely to continue to fall as we progress through 2023. Our 6-
to-12-month outlook for the bond market is bullish, and we maintain a portfolio duration longer than
that of the benchmark. We are negative on credit spreads and positive on the MBS sector. Debt ceiling
negotiations later this year reinforce the key components of our outlook. The upcoming debt ceiling
negotiations will likely have a similar impact on capital markets as they did in 2011, due to the political
similarities that exist in Washington D.C. What makes the current period different than 2011 is the fact
that risk assets in general are now more fully valued and the economy more vulnerable to both our core
recessionary outlook as well as the volatility that is likely to emerge from the debt ceiling negotiations. 
Treasury debt obligations will not be affected but other forms of government expenditure will be, and
suddenly. For example, if Treasury cash flows mimic the path of 2019, the US government’s cash outlays
in August this year will be $200bn over inflows. If the debt limit is not raised to cover this extra $200bn,
the government will need to cut spending by that amount. The economic effect would start slowly but
worsen progressively, especially if concerns build that the spending cuts are cumulatively larger and
permanent or if the negotiations are prolonged. Spending cuts would have even larger negative
consequences for the economy if a recession exists at the time of the negotiations.

(Continued from previous page)

Through conversations with Mary Duffy, Emily Lorsch and Will
Parson at CNBC, we have been seeing a bit more coverage on fixed
income – Thanks Team! With Gilbert’s passion and knowledge of the
markets, he was invited to speak on a few segments. This led to
Gilbert becoming an official CNBC contributor. With the interesting
environment within the bond market, I expect to see and hear
more from Gilbert. In the meantime, please go to
https://qrco.de/GGarciaCNBC for some of his most recent CNBC
segments. 

LIGHTS, CAMERA, ACTION!LIGHTS, CAMERA, ACTION!
WRITTEN BY RUBY MUÑOZ DANG
PARTNER,  DIRECTOR OF MARKETING &  CL IENT SERVICE

CNBC 
Appearances

02/02/2023 CNBC Asia

01/19/2023 CNBC The Exchange

12/30/2022 CNBC Squawk on the
Street

12/30/2022 CNBC Taking Stock 2023

12/27/2022 CNBC Power Lunch

12/06/2022 CNBC Financial Advisor
Summit

10/26/2022 CNBC International

10/17/2022 CNBC The Exchange

09/26/2022 CNBC Street Signs

06/28/2022 CNBC Muni Money

12/08/2021 CNBC Financial Advisor
Summit

11/29/2021 CNBC The Exchange

03/10/2023 CNBC Power Lunch

https://qrco.de/GGarciaCNBC


Over the years, GH&A is proud to have won various awards honoring our best-in-class performance and
our diversity, but perhaps our most treasured award has been winning Best Places to Work from
Pensions and Investments magazine. We are over the moon to have won for the SIXTH time this year
(2016 -2020, 2022). 

Even through one of the most turbulent market environments we have seen, we never lost sight of our
most important resource, our employees. We continued to take moments to celebrate our team,
celebrate the small victories, and had a lot of great moments doing so. From lighthearted competitions,
to gifting all employees $500 gift cards to combat inflation, we have kept in mind the people that make
our team so special. So we are thrilled for the recognition and hope to keep the momentum in the new
year. 

Pensions & Investments partnered with Best Companies Group, a research firm specializing in
identifying great places to work, to conduct a two-part survey process of employers and their
employees. 

The first part consisted of evaluating each nominated company's workplace policies, practices,
philosophy, systems and demographics. This part of the process was worth approximately 25% of the
total evaluation. The second part consisted of an employee survey to measure the employee experience.
This part of the process was worth approximately 75% of the total evaluation. The combined scores
determined the top companies.

For more information on this and other GH&A awards, go to www.garciahamiltonassociates.com/awards.
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HARD WORK PAYS OFFHARD WORK PAYS OFF
WRITTEN BY EMILY  DAVIS
MARKETING ASSOCIATE



The weather  outs ide  was  f r ight fu l  th i s  Chr i s tmas  season in
Houston and what  bet ter  way  to  ce lebrate  a  Texas  vers ion
of  whi te  Chr i s tmas  than wi th  a  Chr i s tmas  Sweater  Contest
and a  G ingerbread House  Compet i t ion?  Th is  year ,  we  had
so  many  good houses ,  i t  was  near ly  imposs ib le  to  choose !
Our  GHA fami l ies  ro l led  up the i r  s leeves  and got  to
decorat ing .  A l l  ch i ldren  rece ived a  cash  pr ize  a long wi th
our  1 s t ,  2nd ,  and 3 rd  p lace  which  were  Connie ,  A lexandra
and Amy .  For  our  sweater  contest ,  Jazmine  took  home the
funniest  sweater  award  whi le  Br i t tney ,  A lexandra ,  and
Stephanie  got  1 s t ,  2nd ,  and 3 rd  p lace  fo r  the  Best  Sweater
category .  

Congratu lat ions  to  a l l  the  winners !  And Happy  Hol iday
season f rom our  GHA Fami ly  to  yours !

WRITTEN BY ALEXANDRA ESTRADA
SCHEDULER TO GILBERT ANDREW GARCIA

'TWAS THE SEASON'TWAS THE SEASON
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WRITTEN BY STEPHANIE  J .  ROBERTS
PARTNER,  MARKETING &  CL IENT SERVICE

I  am honored to  be  on  the  Board  o f  D i rectors  o f  the
Investment  D ivers i ty  Adv i sory  Counc i l  ( IDAC) .  

The  miss ion  o f  IDAC i s  to  serve  as  a  fo rum for  a l l
par t ic ipants  in  the  asset  management  ecosystem to  share
best  pract ices  and document  progress  on  Divers i ty  Equi ty
and Inc lus ion  (DEI ) .

A  b ig  “Thank  you”  to  Sam Aust in  wi th  NEPC for  h i s
leadersh ip  in  launching the  organizat ion .  I  look  fo rward  to
work ing  wi th  my co l leagues  to  promote  DEI  in  our  indust ry .

SERVICE HIGHLIGHTSERVICE HIGHLIGHT



T R E A S U R E  T H ET R E A S U R E  T H E   
S I M P L E  T H I N G SS I M P L E  T H I N G S
WRITTEN BY AL INA HARYAZHA
CLIENT SERVICE ASSOCIATE

As Winston Churchill once said, "All the greatest things are simple, and many can be expressed in a
single word: freedom; justice; honor; duty; mercy; hope." The Ukrainian people have treasured and held
these essential principles close to their hearts for centuries. For the whole year, the world witnessed the
highest level of bravery and fearlessness of the Ukrainian people in this brutal and unjust war.
Ukrainians proved to the world that they will never accept anything other than freedom and democracy.
I would like the world to learn more about the vibrant, welcoming, and freedom loving Ukrainian
people.

Our values can be seen in the colors of the Ukrainian flag, where blue symbolizes peaceful sky over our
land and the highest values of freedom, while yellow stands for the prosperity and the grain growing in
the huge wheatfields below. While I was watching a live news broadcast from Kyiv on February 24th, I
precisely remember the specific minute when the first explosions were heard in Kyiv. It was a moment
that will forever be burned into the consciousness of all Ukrainians.

My family is currently living in Kyiv, Ukraine and is witnessing the brutality and horror of the war. My
grandmother lived through World War II and never imagined that she would have to relive that horror.
Some of my scariest moments are when I try to call my family in Ukraine, and they don't pick up the
phone for a long time, or I hear the air raid sirens while we're talking on the phone. This happens
frequently, sometimes every day.

During this turbulent and challenging time, I have been so blessed to be surrounded by my Garcia
Hamilton & Associates family. I’m so grateful for their continuous prayers, support and understanding.

Everything in life is a lesson, and if you ask any Ukrainian right now what they would like the world to
know, they will likely say that we should treasure the simple things in life - a peaceful sky above,
freedom, fresh air, and most importantly, a loving family and friends.
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WRITTEN BY BENJAMIN MONKIEWICZ
PARTNER,  PORTFOLIO MANAGER

A lot can change in a short period of time and that’s exactly what happened with the housing market in
2022. It’s no wonder the National Association of Homebuilders (NAHB) have been flashing warning
signals at every opportunity they get. Home affordability has quite literally fallen off a cliff with the US
30-year Mortgage rate more than doubling from January of last year to a rate above 7% today. This is
the highest commitment rate the housing market has seen since December of 2000. That is just how
real things have gotten in the face of greater than “transitory” inflation and a Federal Reserve now hell-
bent on a path of total demand destruction. To be very clear, 2022 realized the most FED rate hikes over
a calendar year in history. Home affordability has deteriorated so much so that when you take the
median home price, median household income and current 30-Year mortgage rate your mortgage
payment as a % of income is above 50%. The typical limit for lenders is 28%. This quite simply is not a
sustainable relationship and will ultimately have grave consequences. See just how drastically things
have changed in the housing sector in the almost 3 years since COVID began in chart 1 below. 

FLIP THIS HOUSEFLIP THIS HOUSE   
FEATURING JEROME POWELL & CO.FEATURING JEROME POWELL & CO.
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Chart 1
From the consumer’s perspective we see
a bleak picture for several reasons
moving forward. The recession signal
from consumers should certainly not be
dismissed, given their contribution to
economic growth. Recent consumption
has been fueled by revolving credit card
balances which have rocketed to the
highest level ever on record at $986
Billion. All while the average interest
rates on those credit cards have
increased to the highest level on record
at 20.4%. The personal savings rate
peaked in April of 2020 at 33.8% on the
back   of  stimulus  checks,  PPP,   and  a 

closed economy. It’s quite clear that any excess savings have been wiped out as the personal savings
rate dropped to just 4.7% as of January. The 10-year pre-covid average was 7.3%. With stimulus well in
the rear view and fiscal policy set to be a net drag on the economy in 2023, it will be no surprise to us
to see a major decline in consumption moving forward. Student loan repayment pause will most likely
be over by middle of this year further hindering consumer’s discretionary spending. Furthermore,
capital markets had an extremely painful 2022 with the S&P down over 18% and the Bloomberg
Aggregate down 13% only adding to consumers concerns about what’s in store for the future. Consumer
sentiment as measured by the University of Michigan remains subdued historically speaking and only 8
months removed from the lowest level ever recorded by the survey. The average sentiment during past
recessions historically is right at a reading of 70, currently we are at a reading of 67. There is no doubt
that the FED is achieving its mandate to reduce aggregate demand and flip the market on its head.



B A B Y  B O O M !B A B Y  B O O M !
WRITTEN BY YVETTE DUEÑAS
PARTNER,  PORTFOLIO MANAGER 

ALEJANDRO CASTILLO
CLIENT RELATIONS ASSOCIATE

Our GH&A family has expanded! I am very excited to
share that my husband and I have been blessed
with welcoming our baby boy this last year,
Brantley Archer Dueñas on February 4, 2022,
weighing 7 pounds, 1 ounce and measuring 20
inches long. Sweet Brantley was a “40th” birthday
surprise I could have never imagined, and I am so
happy to be a mother. 

Now more recently, GH&A would also like to
congratulate Cristal Cervantes on the newest
addition to the family. On December 20th, 2022,
baby Juliet was born at 4:54 pm weighing in at
10lbs 3oz and measuring 19 inches long. Juliet will
grow up with 3 older siblings, Jonathan (16), Adrian
(12), and Sofia (9). 

Cristal started her career at GH&A 17 years ago as an
intern when she was a student at the then-named
Jefferson Davis High School in Houston, TX. Her
time as an intern played a big role when deciding
what major to pursue as she eventually graduated
with a BBA in Finance from the University of
Houston-Downtown in 2012. From a high school
intern to a Portfolio Administrator and mother of 4,
we could not be happier for Cristal. 

Juliette is the Firm's 19th kid/baby, and we look
forward to continuing expanding our GH&A family!
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I ’ ve  been an  ent repreneur  my ent i re  l i fe .  Be ing  your  own boss  i s
an  ext raord inary  fee l ing  and i t ’ s  an  even better  fee l ing  to  bu i ld
a  great  f i rm.  I t ’ s  a l so  an  incredib le  respons ib i l i t y  to  know your
dec is ions  impact  your  employees  and the i r  fami l ies .  I t
mot ivates  you  to  make good ,  sound dec is ions .  A long my
journey ,  I ’ ve  learned many  lessons ,  and here  a re  a  few :

Family  buy- in
Star t ing  and running a  bus iness  i s  a  24 /7  undertak ing  and you
wi l l  not  succeed a lone .  Make  sure  your  spouse  or  s ign i f icant
other ,  and fami ly  a re  fu l l y  on  board .  They  need to  be  prepared
for  the  ups  and downs  o f  the  journey  and ready  fo r  la te -n ight
ca l l s  f rom partners ,  weekend ca l l s  f rom c l ients ,  s leepless  n ights
worry ing  about  payro l l ,  and regular  t rave l .

Choosing partners
Partners  a re  c r i t ica l .  Don ’ t  th ink  o f  par tner ing  wi th  fami ly  and
f r iends  unless  you ’ re  wi l l ing  to  f i re  them i f  they  don ’ t  per form.
You need par tners  wi th  sk i l l sets  d i f fe rent  f rom yours  who have
the  same des i re ,  ph i losophy ,  and work  eth ic .  And ,  you  cannot
plan  on  any  sa fety  net .  When I  hear  people  say  they ’ l l  g i ve  the i r
new venture  a  year  o r  two ,  I  know they  probably  won ’ t  make i t .
You  must  be  fu l l y  committed .  And l ike  Apol lo  Creed sa id  to
Rocky  Ba lboa ,  “ There  i s  no  tomorrow. ”

Set  your  foundat ion
Many new ventures  fa i l  because  they  d idn ’ t  have  the  proper
foundat ion .  S tar t  wi th  a  so l id  par tnersh ip  agreement  that
conta ins  automat ic  buy-back  prov i s ions  at  a  predetermined
formula ,  be low market  va lue .  Buy-backs  ensure  that  the
ownersh ip  remains  in  the  hands  o f  those  bu i ld ing  the  company .
A  predetermined formula  wi l l  p revent  d i sputes .  A  be low-market
va lue  pr ice  prevents  any  par tner  f rom ex i t ing  the  company
premature ly .  Buy-backs  a re  par t icu lar l y  important  i f  a  key
person d ies ,  gets  d ivorced ,  enters  bankruptcy ,  o r  leaves .

Bui ld  a  business  p lan
Investors  want  to  see  a  bus iness  p lan .  I f  you  don ’ t  have  a
bus iness  p lan ,  you ’ re  not  even rea l .  Bus iness  p lans  fo rce  you  to
th ink  about  your  product ,  compet i tors ,  expenses ,  and capi ta l
needs .  F i r s t ,  set  up  a  rea l i s t ic  mul t i - year  budget  inc luding
sa lar ies ,  rent ,  u t i l i t ies ,  insurance ,  t rave l ,  o f f ice  expenses ,  e tc .
Then ,  be  rea l i s t ic  on  new bus iness  to  see  when revenue covers  
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WRITTEN BY GILBERT ANDREW GARCIA ,  CFA
MANAGING PARTNER

6 STEPS TO TAKE6 STEPS TO TAKE
STARTING YOURSTARTING YOUR
OWN BUSINESSOWN BUSINESS

(Continued on next page)
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your  expenses  (break-even) .  The  amount  o f  cumulat i ve  loss  when you reach break-even i s  the
abso lute  min imum capi ta l  needed .

Rais ing capita l
Rais ing  capi ta l  i s  hard  and you don ’ t  have  i t  unt i l  the  money  h i t s  your  account .  Investors  want
to  see  you  have  sk in  in  the  game f rom your  own capi ta l  o r  your  sweat  equi ty ,  tak ing  a  be low-
market  sa la ry .  You a l so  need some work ing  capi ta l  to  car ry  you  through the  cash  f low cyc le  o f
your  bus iness .  In  my bus iness ,  we  s tar t  work  in  January ,  b i l l  in  Apr i l ,  and get  pa id  in  May .
Whatever  the  tota l  cap i ta l  you  th ink  you ’ l l  need ,  p lan  on  needing more .  

Making i t
After  you  make i t ,  there ’ s  s t i l l  much to  do .  Use  your  pos i t ion  to  g ive  back  to  the  community .
Th i s  could  inc lude mentor ing  future  ent repreneurs ,  employ ing  interns ,  o r  jus t  g iv ing  your  t ime
and t reasure .  At  some po int ,  i t  w i l l  be  t ime to  hang up your  g loves .  Be  a  t rue  hero  and le t
your  younger  par tners  and team members  have  the  opportuni ty  to  bu i ld  upon your  legacy .
I f  a l l  th i s  sounds  a  b i t  scary ,  i t ’ s  supposed to  be  scary .  But  i t ’ s  a l so  exc i t ing ,  fu l f i l l ing ,  and
every  day  i s  d i f fe rent .  I t ’ s  r i sky  yet  reward ing .  I t ’ s  s t ress fu l  yet  exc i t ing .  I t ’ s  a  lo t  o f  work  but
i t ’ s  worth  i t .  Noth ing  i s  more  sat i s f y ing  than to  be  in  contro l  o f  your  dest iny .  I f  read ing  th i s
ar t ic le  gets  your  ju ices  f lowing ,  then be ing  an  ent repreneur  i s  fo r  you .  So  put  on  your  he lmet ,
buck le  your  ch inst rap ,  and prepare  fo r  the  r ide  o f  your  l i fe .  A f ter  a l l ,  that  i s  what  makes  l i fe ’ s
journey  worth  l i v ing .

REAL  RATES
NEGATIVE RETURNS
FED FUNDS
VOLATIL ITY
ALPHA
GILBERT
RUBY
DON
JEFF
BEN
KAREN
NANCY
CONNIE
QUANTITATIVE T IGHTENING

CONVEXITY
INFLATION
RECESSION
YVETTE
MARK
STEPHANIE
REECE
BRIAN
JASON
MORGAN
KEVIN
JANNA
BETH
EMILY

CREATED BY MARK DELANEY ,  CFA
SENIOR PORTFOLIO MANAGER/STRATEGIST
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This Gazette reporter was honored to cover the
“First Annual Mini- Weenie Eating Contest” at GHA
during August. He also has exclusive behind the
scenes access to the winner and eventually
champion, Catherine Estrada. 

She eyed the date of August 26th, like a peregrine
falcon eyes its prey. Catherine Estrada (Cat)
trained for 3 months, waiting for her chance to
prove all the naysayers wrong. She knew in her
soul who would win the weenie eating
competition. How could others be doubting her,
she wondered. She smirked when she saw the
official odds. Me, a longshot? How many other
competitors got up at 4 a.m., trained by eating
two dozen mini weenies while listening to Los
Lobos song “Viking” for the past 3 months? How
many others had beaten Joey Chestnut as kids in
the Skittles eating competition in Lafayette,
Louisiana?  How could people not know she came
from a long line of weenie eating champions? Her
legacy was common knowledge among the
competitive eating crowd. As ''game time“ inched
closer, she scoffed at the competitors clothing.
She automatically knew who was to be respected
and who to be dismissed. Surveying the
landscape, she saw nobody to fear. There was
Matt in his loose fitting sweats thinking he was a
true competitor, not. Reece, in his tight fitting
Wranglers?...please. Brian, with his constant
requests for condiments?...not a chance. Brian
wouldn’t even look her in the eyes, he knew he
was going to lose before the competition even
began.  Her one true fear was Karen. She was
competitive and she had heard through the
grapevine that Karen was researching
competitive strategies. If she has to research
ways to win, Cat thought to herself, I'll bury her.
And so it was, Cat Estrada, became the first
official GHA mini weenie eating champion. May
she forever live in glory.

THE GHA MINI-THE GHA MINI-   
WEENIE EATINGWEENIE EATING   
CONTEST!!!CONTEST!!!
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WRITTEN BY MARK DELANEY ,  CFA
PARTNER,  PORTFOLIO MANAGER

Check  out  the  v ideo  on  GI lber t ' s  T ikToc :
@gi lber tandrewgarc ia

CHAMPION!
CHAMPION!

I HAVE NO
I HAVE NO

CHANCE
CHANCE

OOPH!OOPH!

GLADIATORS
GLADIATORSTAKE YOUR

TAKE YOUR  PLACES!
PLACES!
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Since the Great Financial Crisis, the Federal Reserve
has been steadily increasing the number and scope
of the policy tools available to implement monetary
policy. The influence of these new avenues of
monetary policy cannot be overstated, nor can their
capacity to distort the incentives and pricing
signals of the venerable risk-free US Treasury
security and the associated lending markets. The
ability for these new tools to meet the requirements
of the Federal Reserve’s dual mandates of full
employment and stable prices have never been
under greater pressure, or even greater scrutiny.
At the risk of putting everyone to sleep, I’ll cover a
bit of monetary policy history. Following the last
great inflation fight of the early 1980s, Paul
Volcker’s Federal Reserve maintained a tight rein on
the towering heights of U.S. monetary policy and
particularly the long-forgotten measures of money
supply and bank reserve targets. This ushered in the
Monetarist period of Federal Reserve policy
formulation. There was a time when the markets
anticipated with bated breath the release of the
money supply data and the announcement of the
week’s coupon pass. The Fed’s open market
operations were focused on the variation of the
discount rate to force a floating fed funds rate to
stimulate or deflate the liquidity in the banking
system and thereby the economy through the level
of borrowed bank reserves. One unforeseen early
effect of the inflation fighting measures of the day
was an expansion in speculative bank lending. This
forced the Federal Reserve to create new
restrictions and programs to limit the banking
systems lending practices and began a process of
controlling behavioral shifts through the
manipulation of bank reserves and risk controls.
Don’t nod off we’re almost home. This led to
concerns over the inability of policy rates alone to
arrest an inflationary spiral, while at the same time
avoid slowing the economy to the point of
recession. As the decade passed, monetary policy
and its procedures evolved as the Feds ability to
affect the real economy through rate manipulation
and system reserves proved unsatisfactory. 

“NEW BOSS SAME AS THE OLD“NEW BOSS SAME AS THE OLD
BOSS”: MONETARY POLICYBOSS”: MONETARY POLICY
COMES FULL CIRCLECOMES FULL CIRCLE
WRITTEN BY DON ELSENBROCK
PARTNER,  PORTFOLIO MANAGER/STRATEGIST

The current monetary policy tool kit is based on
the precedents set during the Volcker Fed’s epic
battle to bring down inflation. As the Great
Financial Crisis (GFC) unfolded, a new Chairman
of the Federal Reserve resurrected policy
elements from the past to stave off the crisis. Ben
Bernanke became the Chairman of the Board of
Governors of the Federal Reserve in 2006, only 2
years before the greatest financial crisis in
American history. Once again, the Fed Funds rate,
bank reserves and Federal Reserve system assets
would combine into a new policy regime to play a
critical role in sustaining an unstable banking
system and an economy on the brink of disaster.
As assets were removed from banks balance
sheets and mortgage-backed securities were
purchased on the open market by the Federal
Reserve, coordination with the Legislative branch
of the Federal Government, specifically through
targeted government spending, opened the door
to a new policy framework. The era of
quantitative easing had begun. The Federal
Reserve would intervene in the money and bond
markets across the yield curve through direct
purchases of Treasury Bonds and simultaneously
lower the Fed Funds rate to historic lows. While
excitement may overcome some of you, let’s not
lose sight of the shortcomings of these programs.
An economic depression was avoided,
employment slowly returned to pre-crisis levels,
and the banking system was saved, but the
economy failed to launch, and the proceeding
years saw multiple rounds of quantitative easing
that did little to spur widespread economic
growth. The seeds were sown for the inevitable
consequences foretold by yet another long-
deceased economist. 
This brings us to the Quantitative Theory of
Money. This theory was made famous by Milton
Friedman, (our long-deceased economist) which
has come back into critical focus over the past 10
years. If, as the esteemed economist suggests,
inflation is everywhere a monetary phenomenon,
the reaction from the Federal Government and 

(Continued on next page)



The implications for the US economy were clear. During the years preceding the pandemic, as many of
you may remember, we were quite vocal about our concern for the inflationary implications of a M2
growth rate exceeding 6% (the orange line in Chart 1). As the federal authority’s response to the crisis
unfolded during the first half of 2020, what can only be described as an explosion in liquidity in the
form of money and bank reserves ensued. Another component of our long-deceased economist’s
missive about inflation was that the lead times are long and variable and that the lead time will be
shorter the higher the inflation level. This theory has never been proven to be more accurate than over
the last 24 months. If we examine Chart 2, we can clearly see the relationship between inflation and
money supply growth. While the lead is indeed variable across time, the current state of the economy is
responding with an 18-month lag. The spike in M2 growth of March of 2020 has led to a peak to month-
over-month inflation equivalent to an annual rate of inflation of 9.1%.

PAGE 22

the Federal Reserve to the onset of the Covid pandemic could create the mother of all inflationary
waves. According to USASpending, the response by the Federal government alone was $4.4 Trillion
dollars in 2020. Chart 1 depicts the growth rate of the money supply (M2) over the last 75 years. Within
our chart, the red line indicates the 3-month annualized growth rate, and the black line depicts the
year-over-year growth rate. When viewed historically, the most memorable periods of inflation occured
during the 1970s when the money supply was growing at an unprecedented annual rate of +12% and
consumer and business budgets were forced to dramatically shift spending priorities. Moving forward in
time, the response to the Covid pandemic pushed the growth rate to over 27% year-over-year. 
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If one can ever be grateful
to a long-deceased
economist, it may come in
the form of the nature of
this relationship. As an
increase in money supply
leads to an increase in
inflation, the opposite is
true. With the Federal
Reserve embarking on a
policy normalization
(shrinking the balance
sheet and raising the funds
rate) and a federal
appropriations         process 

returning to normal, the overall level of the monetary base has declined in an accelerated and extreme
manner.  Chart 2 again illuminates the dis-inflationary process currently unfolding. As events evolve over
the coming months the inflationary pressures created from the excessive expansion of the money
supply will rapidly diminish as will the associated inflationary momentum. No one, not even our favorite 
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Last year, we executed 78% of our trades with minority-owned, women-owned, and veteran-owned
broker-dealers. However, this is not a recent phenomenon for us as we have executed 65% of our trades
with diversity broker-dealers over the past 10 years. Even though some may have thought otherwise, our
performance has not suffered from utilizing independent diverse brokerage firms. Rather, I would make
the case it’s been enhanced by it through hard work and excellent execution.

Since the Global Financial Crisis and the subsequent implementation of the Dodd-Frank Act, talent has
left the big dealers to join independent, diverse firms. With this migration over the years, the diversity 
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firms have acquired experienced traders who
have seen all types of markets and have a
better understanding of historical relative
value. On the other end of the spectrum, large
dealers have had to cut back their inventories
of bonds for trading and have replaced their
lost talent with less experienced traders. 

Because diversity firms are employee-owned,
they have an intensity to their work and will
hustle to get things done. Additionally, their
knowledge of the markets allows them to
identify opportunities and dislocations in the
market. At Garcia Hamilton & Associates, we
always include at least one diversity firm along
with several large and regional dealers in our
transactions. By putting multiple firms in
competition, it ensures we achieve best
execution for our clients, and as it turns out, it
also proves that diversity firms can do a better
job than the larger firms.

long-deceased economist, can accurately predict the future, but we are confident that the self-inflicted
pace of the current inflationary environment will fade as the level of prices declines further and, all
things being equal (an overused phrase by all economists) will return to normal by the end of 2023. The
moral of this story is, like the song said, “the new boss same as the old boss”, and in our case the boss is
and always will be “money supply” and represents a monetary phenomenon that we ignore at our own
peril. 
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