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As a result, the financial markets had their worst performance since the beginning of the pandemic
in March of 2020 and the worst bond market performance since 1994.  Consider the following:

 
Dow Jones Industrial Average:                     -4.10%
S&P 500:                                                          -4.60%
Nasdaq Composite:                                       -9.10%
Barclays U.S. Aggregate Bond Index:          -5.93%

 
In essence, the only safe haven for the quarter was cash, as the total return on bonds was negative,
thus compounding losses for portfolios that carried a blend of stocks and bonds.  However, as with
all averages, there were areas of outperformance, such as Oil & Gas +36.8%, Iron & Steel +33.8%,
and Aluminum +31.8%, all of which have underperformed for the last several years.  In other words,
every dog has its respective day.  Conversely, several of the worst-performing industries were Home
Construction -30.1%, Home Improvement retailers -26.4% and Electronics -21.6%.  This further
illustrates the need for a diversified portfolio that is agnostic to “what is hot” in the markets during a
specified time frame.  Therefore, our portfolio management style continues to evaluate companies
with low debt levels, strong revenue sources, and barriers to entry that keep competition from
eating into the profit margins.  However, even these criteria can succumb to negative market forces
in the short term, but over time the cream rises to the top, and companies who continue to increase
value for shareholders are eventually rewarded with higher share prices.  This is one of those
moments where we must wait for the market to recognize that value in the future.

Keeping things on the QT
 

The first quarter of 2022 re-introduced the world to risk of
various types. We are seeing geopolitical risk, and rising
inflation risk coupled with rising interest rate risk. As
mentioned in the last two monthly commentaries, the two
things that cause equity prices to swoon are rising rates
and armed conflict. We continue to find ourselves in the
throes of both phenomena. 



All of this brings us to inflation and rising rates and what the Fed is doing about both. The Federal
Reserve stopped Quantitative Easing and raised short-term interest rates at their March meeting,
which has started a series of planned interest rate hikes for the remainder of 2022. In addition, the
Federal Reserve will begin the process of Quantitative Tightening (QT) by allowing its balance sheet
to run off in an orderly fashion as it did in 2013 at the end of the last financial crisis. What does
investing look like in a QT world? It will look different in that the low price to earnings (P/E) stocks
with rising dividends will be favored to hedge against inflation. As always, we are constantly
evaluating the best places to allocate capital and appreciate the confidence you have placed in us. If
you would like to discuss your specific situation, please contact us by phone or e-mail and we will set
up a meeting.

With Gratitude,

The Kessinger-Lee Group

360 Wealth gives you a secure, comprehensive view of your total wealth all in
one place – right on Baird Online. Enrolling is easy! Log into Baird Online and
click on the “360 Wealth” tab to get started. To learn more about 360 Wealth,

click here for our

 Baird Online Demo Site. 
 

Protecting your personal and account information is an essential part of our
commitment to you and the trust you place in us. Our information security

team uses advanced technologies and industry tested processes to provide a
defense to protect you against electronic fraud.

360 WEALTH
A comprehensive view all in one place

https://boldemo.rwbaird.com/360wealth.html#Overview
https://boldemo.rwbaird.com/360wealth.html#Overview


 The US consumer is strong (and our economy is 70% consumption). Just over the last two years,
we’ve seen: consumers accumulate over $2T in excess savings, debt near multi-decade lows as a % of
income, retail sales up 27% since Feb. 2020, and household net wealth above $150T for the first time.
Consumers hate inflation, but they’re well-positioned to deal with it.
 The labor market is hot. To the tune of 11+ million job openings, weekly unemployment filings at 53-
year lows, wage growth surging, and labor force participation rate rising. A hot labor market may stoke
inflation, but it also boosts consumer strength.
 Reopening potential. Covid-19 is not going away, but we’re learning to live with it. Hotel occupancy,
mobility, and air travel are at or near pre-Covid levels, and trending up. Delta Airlines just logged its two
busiest days for sales in its 100-year history. We expect pent-up demand for services to be a big theme
in the coming year.
 US companies. “S&P 500 sales rise with inflation, and since the beginning of the year, expectations for
2022 nominal GDP have risen from 7.5% to 8.7%” (Credit Suisse). Further, despite cost inflation, forward
S&P 500 earnings estimates are rising. Pricing power and productivity are shining through, and credit
spreads (a sign of potential market stress) are in check.
 Monetary policy. Interest rates are still low, and will likely stay below the Fed’s “neutral zone” until
2023. Money growth remains elevated. And as our friends at Strategas note, monetary policy works
with a lag, so easy policy today could have lingering effects into next year. Further, stocks have
historically done quite well in the 12 months after a cycle’s first rate hike.
 Housing. Both housing starts and permits to build new homes hit 16-year highs in 2022. Despite
mortgage rates rising, homebuilding is likely to remain supported by lack of supply. Further, a large-
scale shift is already in motion, spurred by Covid-driven relocation and millennials entering prime
buying years. A strong housing market is a boon to the economy.

TEN TAILWINDS FOR THE US MARKETS AND ECONOMY

The investing world has been a bit gloomy lately. Despite the recent pop in the stock market, the
combination of war in Ukraine, historic inflation, and an increasingly aggressive Federal Reserve has
investors on edge. And perhaps rightfully so – these are meaningful headwinds to a stock market that is
already up 70% in the last three years. But I am optimistic (hint: long-term investors kind of have to be), so I
thought it would be worthwhile to list ten tailwinds at investors’ backs. 

1.

2.

3.

4.

5.

6.

We believe in the old saying: a picture (or list) is
worth a thousand words. Here, we aim to recap
recent market action and provide some
perspective to investors. 

A Dose of Optimism
Ross Mayfield, CFA  

Investment Strategy Analyst



    7.  China is easing. The world’s second-largest economy is cutting rates and easing policy at a time
         when most of the world is aggressively tightening. China is the S&P 500’s second biggest geography
         by sales and still our biggest trading partner.
     8.  Investors are bummed. This has shifted a bit as markets have bounced, but (per survey data)
          investors remain bearish, cash holdings remain elevated ($5T in money market funds), and
          uncertainty indexes remain high. This is a bullish indicator.
     9.  Relative valuation. Though interest rates are rising, stocks remain a good value versus bonds.
          Both the S&P 500  earnings yield (profit divided by price) and shareholder yield (dividends +
          buybacks) are above the 10-year Treasury yield.
    10.  Long-term performance of the market. The biggest reason for optimism is market’s 
           time-tested ability to perservere through wars, crises, inflation, and more. The S&P 500 is up
           ~370,000% over the last 75 years. It has never had a negative return over a 15-year period, and an
           80/20 mix of stocks and Treasuries has never had a negative return over a 10-year period. Though
           the market’s long-term outperformance is occasionally marked by pockets of uncertainty, fear, and
           panic, the productivity of our companies and economy has always eventually shone through.
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Get to know us.....

What is one item on your bucket list?
Tommy – Go to the F1 Race in Monaco
Chris – Go to a World Cup Match or a World
             Series Game
Ben – Go to Wimbledon
Kim – Go to an All-Inclusive Resort
Ashley – Take a trip outside of the US
Amy – See a baseball game in every MLB
           stadium.
Sally – To visit Positano, Italy

What is your favorite thing about Spring?
Tommy – The dogwood blooms and
                 Keeneland
Chris – NCAA Tournament
Ben – Keeneland
Kim – The colors
Ashley – The warmer weather & all the blooms
Amy – Walking in the Lexington Cemetery
            under the blooming weeping cherry  
            trees and Reese’s PB Eggs.
Sally – Everything turning green and blooming
           and longer sunlight hours.

What is your favorite snack?
Tommy – Chocolate Chip Cookies
Chris – Honey Roasted Peanuts
Ben – Garrett’s Mixed Popcorn
Kim – Nuts & Chocolate
Ashley – Anything with chocolate and PB
Amy – Chips & Salsa
Sally – Movie popcorn (extra buttery topping)
            and a large Coke

Sally's
granddaughter,

Theo's 3rd birthday

What's happening 
in our worlds

Lee kids had an excellent finish to thier swim season

Ben's wife, Christie, and
his daughters,

Catherine  & Charlotte
enjoying drinks on

Spring Break.

Ashley's daughter,
Mia, celebrating a

great swim.

TK and Louie
catching a

game in SC.



The slide below illustrates a hypothetical situation of what happens when
someone invests $12,000/yr at different times over a 10 year period.  

It shows why it's important to be invested, and stay invested, 
even through a bear market.  
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Write it Down!

April 15 - Office closed for
                Good Friday

 
April 18 - Taxes are due!

May 12 - Shred-It Day 
                from 11 - 3 

May 30 - Office closed for
                Memorial Day

June 20 - Office closed for
                 Juneteenth

Shred the Word!
 

Have documents 
that need shredding?

 
Shred-It Day

 

May 12, 2022 
11 am  - 3 pm

Free!
 

Baird Beaumont Office
3120 Wall Street

Lexington, KY 40513
 

Refreshments provided

Important Dates
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