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We have most recently talked about the financial markets, and the economy as a whole, 
being terrible, horrible, and causing a very bad day for most investors. In the children’s 
book, “Alexander and the Terrible, Horrible, No Good, Very Bad Day,” Alexander goes 
through several scenarios of his terrible, horrible, no good, very bad days – and finally 
concludes that he will just go to Australia. Regrettably, due to the global nature of this 
downturn, not even going to Australia will make investors feel good in this current 
market cycle. 
 
While we have seen sporadic “green shoots” over the last few weeks, there is little 
doubt that the U.S. economy, and most likely all developed economies of the world, are 
either in, or are headed towards, recession. While many are predicting that we will see a 
moderate to heavy recession by mid-2023, I, along with a few other brave forecasters, 
are suggesting that when we look back it will be evident that we entered a recession 
during the first quarter of 2022. 
 
A recession has historically been defined as two negative quarters of GDP growth. While 
the third quarter of 2022 showed a slightly positive GDP number (+2.6%), the first two 
quarters of 2022 were negative, theoretically signaling that we were already in a 
recession. However, those that peg the start and the end of a recession have been 
reluctant to call the current environment a recession because of one factor – job 
growth. During the 17 recorded recessions that our country has experienced, never has 
there been job growth in a recession. It is unheard of to have job growth and negative 
GDP growth in the economy at the same time – but it occurred throughout the first six 
months of 2022, the worst first six months to start a year for the stock market in over 52 
years. 
 
Regardless of whether the experts say we are already in a recession or not, most people 
believe that recessionary times are upon us. With inflation well over 8%, fuel prices 
soaring, and home sales coming to a halt because of rising interest rates, it may not 
technically be defined as a recession, but everyone feels as though it is a recession. 
 
The financial data seen in the newspaper daily is alarming. Existing homes sales have 
declined each month this year, while the median price of existing homes is up 8% 
compared to last year, at over $384,000. However, demand for apartments fell to the 
lowest level in 13 years following continuous increases in rental prices of over 25% just 
in the last two years. Some renters are taking on roommates while others are opting to 
live with parents or relatives. Living with parents in your childhood bedroom has 
become normal behavior for many 20 (and 30) year olds. The ability to purchase a home 
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has been totally taken off the table for most young families as mortgage rates have 
more than doubled in the past 11 months. A fully mortgaged $350,000 home in 
December 2021 would have cost the homebuyer approximately $1,475. That same 
home today would cost the homeowner $2,350 – or $875 more per month. 
 
The shift that we have seen in these financial variables over the past 10-12 months has 
been nothing but unrealistic. To go from a year of record growth in 2021 to the chaos 
and declines we have seen in 2022 is basically unheard of in financial markets history. 
The most surprising factor has been how unrelated and uncorrelated assets have moved 
in tandem this year. When we took basic economics in high school or college, we were 
taught that stocks and bonds are uncorrelated, and therefore, when one goes up, the 
other will go down, and vice versa. Historically, that has been the case until 2022 when 
stocks and bonds both plummeted, with blue chip stocks down 25% or so, and with 
longer duration bonds down 14-15% as well. 
 
We have come to expect stocks to have bad years where they lose double digits. 
However, we have never expected or even considered that bonds could be off double 
digits also. Since the creation of the U.S. Aggregate Bond index in 1976, the worst that 
bonds have ever performed was -2.9% in 1994. However, through the third quarter of 
2022, the Aggregate Bond index was off -14.6%. That is basically five times worse than 
the previous worst year’s performance. 
 
So, as Alexander suggested in the children’s book, should we just pack up and move to 
Australia? Not yet. There is no question that the U.S. economy is still the strongest and 
most durable economy in the world. When other nations fold, we will still be left 
standing. However, going forward, lawmakers are going to have to exercise care in how 
they spend taxpayer dollars. We are approaching a point in the federal budget where 
entitlement payments and debt service costs, now with rates up substantially, are going 
to consume some 80% of the dollars available. In that scenario, either tax revenue has 
to be raised, spending has to be cut, or the government just deficit-spends to keep 
providing the same level of services. Hard choices will be required. 
 
From our standpoint as a church loan fund, I would suggest that we are in a vicarious 
situation. Because of the Federal Reserve’s actions to raise rates, it would seem logical 
that we should also raise our lending rates. However, it is expected that the Federal 
Reserve will raise rates too quickly, throw the economy into a deep recession, and then 
have to start cutting rates by this time next year. Because of this projected outcome, we 
suggest maintaining our current rate structure for now, closely evaluate each loan 
application, and make loans at the best rates we can offer, especially during this 
recessionary time. If we need to adjust rates later, we can do so. However, for now, we 
believe that maintaining steady rates will produce goodwill for the Church Loan Fund. 
 
Our goal is to stay prepared and ready to face any new challenge, while seeking to serve 
our borrowers with the same level of commitment and dedication that we have 
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previously offered. Through the grace and help of God, we will be able to meet the 
challenge. 
 

Basic Statistics for 2022 

 
 

• Total assets of the Church Loan Fund as of October 31, 2022, were $47,622,046. 

 

• The outstanding loan balance as of October 31, 2022, for the Church Loan Fund, 

Inc. was $39,535,538 represented by 114 loans (including investments).   

 

• The loan portfolio is geographically diversified with loans in 29 different states 

with only about half being to Anglo congregations.  

 

• The interest rate on the loans within the portfolio range from a high of 8.75 to a 

low of 5.00%, with 14% of the loans at the 8.75% rate (only 3.00% by dollar 

amount). We are currently offering rates on new loans from 5.00% to 8.75% 

based on the financial stability of the church. 

 

• The 10-month 2022 internal rate of return is 4.65%. That number will go up 

slightly with November and December numbers included.  

 

• None of the loans in the portfolio have a maturity date greater than 10 years 

while approximately 15% of our traditional loans will mature or be up for review 

within the next 2 years.  

 

• We have NO significantly delinquent, non-performing loans.  

 

• Since the 2021 Fall Board Meeting, there have been 9 new loans (including 

advances) approved, totaling more than $2.6 million.  

 

• Of the approved loans, 3 are waiting to fund, totaling just over $2 million. 

 

• The Loan Fund is also consulting with dozens of churches, state offices and the 

denomination in an effort to provide financial and real estate guidance in areas 

ranging from church and state office budgeting, refinancing, to walking with 

them through foreclosure. These are situations not related to the Church Loan 

Fund portfolio. 
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Opportunities/Challenges Going Forward 
 
As already discussed, the greatest challenge, and hopefully the greatest opportunity, is 
surviving and thriving through the recession that we are either already in or about to 
enter. It is during times like these where our elasticity and ability to adapt to the 
changing economic realities is most tested.  
 
With the 2022 mid-term elections now behind us and a new, more politically divided 
Congress taking office in January, the expectation is that very little will be accomplished 
legislatively over the next two years.  
 
As reported in the May meeting, Art has been elected to serve on the steering 
committee of the Church Alliance, as well as to serve once again on the Board of 
Directors of the Church Benefits Association. The Church Alliance is made up of some 
35-40 denominations that work to assure that churches, and church organizations, are 
represented in legislative discussions with Members of Congress and the White House. 
Being a member of the steering committee of the Church Alliance has given Art 
unprecedented access to governmental leaders and decision makers – and gives the 
Church Loan Fund a seat at the table when issues affecting us and other similarly 
situated religious organizations are being discussed. 
 

Conclusion 
 

It is our hope that this report provides you with clarity on the efforts that we have 
underway to better serve our borrowers. Please know that your service to the Kingdom 
of God and to the Church Loan Fund is greatly appreciated. May God bless you richly for 
the sacrifice you make to serve as a part of this board. 
 

Respectfully submitted to the Board of Directors of the Church Loan Fund, Inc., on this 
the 18th day of November 2022. 
 
 

Arthur D. Rhodes     Angie Conine  
Arthur D. Rhodes      Angie Conine 
President and Chief Executive Officer   Chief Operating Officer  
Church Loan Fund, Inc.     Church Loan Fund, Inc. 
 


