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VIEWPOINTS 
 

 4TH
 QUARTER 2021                               ADVISORY NEWSLETTER  

 

MARKET COMMENTARY                                     FREDRIC W. WILLIAMS 
 

The Possible Turning of The Worm?… 
 

With a nod to John Heywood’s 1546 collection of proverbs which referenced the inevitability 

of change when circumstances had become perhaps too persistent, 2021 passed the baton to 

the New Year with a potential changing of the guard in the equity world, despite another year 

of liquidity-juiced returns. 
 

“Insurrection, infections, and inflation are what 2021 will be remembered for. But 

none of them seemed to matter for U.S. common stocks, or at least as much as some might 

have thought. Once again, the best thing for investors to have done would have been to turn 

off their computers, phones, and (especially) TVs, and set and forget their portfolios.” 

- R. Forsyth, Barron’s 12/23/2021 
 

Precipitated by rising interest rates, brought on by concerns over a pandemic-spiked jump in 

inflation, value stocks held their own going into early 2022 while growth stocks were being 

buffeted as stretched valuations faced compression threats from the prospects of increasing 

capital costs – a dynamic not seen in years. 
 

“In 8 of the past 10 years, Growth stocks have topped Value stocks. That hasn’t 

always been the case. In the 2000s, which included the Great Recession, Value stocks 

outperformed Growth stocks, advancing an admittedly low 8%, but still better than Growth, 

which declined 15% during the decade. Value investors trace their roots to the famous 

“Security Analysis” textbook, written by Ben Graham, an economics professor at Columbia 

University. Warren Buffett was one of his students. 

“The tide may now be turning. Progress on COVID-19 vaccines has boosted some of 

the cyclical companies (energy companies and banks) that have lagged in recent quarters, 

and Value stocks kept pace with Growth stocks for much of 2021. In any event, Value is the 

place to be to achieve income.” 

- Argus Research 12/29/2021   
 

The math involved in these calculations, based on a concept called “discounted cash flow” 

analysis, was surprisingly well explained by Mad Money’s founder in a recent post: 
 

“However, similar to reassessing the discount rate in a DCF model when rates rise, 

investors must also reassess valuation multiples. That’s exactly what we saw play out this 
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week, especially in the high fliers and particularly in the names that don’t even have earnings 

and therefore trade on sales-based multiples. 

This is what you hear being referred to when investors mention “multiple 

contraction,” when interest rates go up (or are expected to go up), investors value companies 

using a lower valuation multiple. This is also crucial to understand because when a re-rating 

occurs, we often cannot look to recent highs, especially in the high fliers, as the environment 

has changed and the market may simply be unwilling to look back at the multiples applied in 

the lower rate environment. It is also why value (lower multiple names) tend to come into 

favor as rates rise. Value stocks typically already have low multiples, making the risk of 

contraction less of an issue.” 

- J. Cramer, CNBC 
 

Argus, one of our research partners, continues this thread with a view going forward of 

where they think that some factors and themes supersede industry characteristics and can 

drive performance, with the top focus being that of dividend growth. 
 

“This is among our most important themes, and stretches across industries. At this 

stage of the economic and market cycle, we recommend that investors pay close attention to 

dividend growth. We think that consistent – and accelerated – dividend growth at a company 

send three important signals to investors: 1) The company’s balance sheet is strong enough 

to pay a dividend; 2) management is mindful of shareholder returns, which include 

dividends; and 3) management believes that the company’s near-term outlook is promising, 

even during a pandemic.” 
 

As we move into the new year, rising rates could be the impetus for a mean-regression in 

sector returns given the head winds they could present to valuations in the growth sector, as 

well as the impact they could have on fixed-coupon, longer duration bonds. Expanding one’s 

exposure to equity-income sectors, as well as floaters and TIPs in the bond space, could be 

just the elixir for the challenges of 2022. 
 

CAPITAL MARKETS OVERVIEW_____________________                      ___________________ 
 

 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

Index Returns    

Equities 

Percentage 

Change for the 

4th Quarter 

Percentage 

Change for the 

Year 

Annualized 10-

Year Returns 

S&P 500 11.03% 28.71% 16.55% 

MSCI EAFE* 2.69% 11.26% 8.03% 

MSCI Emerging 

Markets* -1.31% -2.54% 5.49% 

Bloomberg 
Commodity Index -1.56% 27.11% -2.85% 

FTSE NAREIT Equity 

REIT Index 16.31% 43.24% 11.38% 

Fixed Income    
Bloomberg Barclays 

U.S. Aggregate Bond 0.01% -1.54% 2.90% 

Bloomberg Barclays 

U.S. Treasury 

Inflation-Linked Bond 2.36% 5.96% 3.09% 
 

Source: BlackRock, Bloomberg, FTSE™, NAREIT®. 

*Returns are calculated with net dividends in USD 
 

Index returns are for illustrative purposes only and do not represent actual performance of any investment. Index 

performance returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and 

one cannot invest directly in an index. Past performance does not guarantee future results. 
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Domestic and Global Market Recap…                      OPA INVESTMENT POLICY COMMITTEE 
 

SUMMARY: 

➢ Equity markets delivered positive returns in the final quarter while fixed income 

returns were flat.  

➢ With labor market recovering and persistently high inflation rates, policymakers must 

begin to reduce unprecedented levels of fiscal stimulus and monetary policy accommodation.  

➢ The tightening of monetary policy and reduced fiscal stimulus in 2022 will create 

more volatility across markets and the economy. 

  

OVERVIEW: 

The last quarter of 2021 yielded mostly positive returns for equities and flat returns for fixed 

income securities. The S&P 500 gained 11.0% in the quarter and 28.7% for the year. As 

impressive was the absence of volatility with the largest drawdown for the index only 4%, 

the sixth shallowest decline since 1968. 
 

The Bloomberg U.S. Aggregate Bond Index’s flat return for the quarter kept year-to-date 

losses to 1.5%, the third-worst year since the index’s inception in 1975. The 10-year 

Treasury yield rose from a paltry 0.93% to a slightly less paltry 1.52%. The Bloomberg 

Commodity Index declined 1.6% in the quarter, ending the year up 27.1%.  
 

Markets were boosted by fiscal spending that contributed to almost $1.2 trillion in U.S. 

public debt in the fourth quarter. The deficit spending was partially funded by the $309 

billion expansion in the Federal Reserve’s balance sheet for the quarter and multiples of that 

for the year. Improving employment numbers and persistent inflation dictate the end of the 

unprecedented stimulus. 
 

The November reading of the Consumer Price Index jumped to 6.9% on a year-over-year 

basis, the highest since 1982. This commonly quoted measure of inflation has now stayed 

above 5% for the past six months. The Federal Reserve announced that it would accelerate its 

timeline to withdraw its accommodation. In the December Federal Open Market Committee 

(FOMC) meeting, the Fed announced that it would begin reducing asset purchases within its 

quantitative easing program and that it planned to cease all purchases in the program by 

March. Further, the Fed indicated that shortly after ceasing new purchases, it would begin to 

raise interest rates and projected as many as three to four interest rates hikes in 2022. 
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Shortages due to pandemic supply chain disruptions continue to boost prices higher. While 

death rates from COVID-19 remain well below earlier waves, the hyper spread of the 

Omicron variant has case numbers off the charts. The U.S. reported 4.6 million new 

infections for the first week of January, a 73% rise from the prior week. Globally, a record 15 

million new cases were detected in this single week. The prevalence of the Omicron variant 

and government actions to limit its spread will continue to disrupt supply chains at least until 

the current surge is behind us. The Global Supply Chain Pressure Index uses 27 metrics to 

measure different dimensions of potential disruptions in global supply chains.8 This indicator 

was showing extreme stress in November, even before the Omicron variant had emerged. 

Despite a challenging near-term outlook, supply chain issues could recede with the passage 

of time, less demand stemming from less fiscal and monetary stimulus, and the potential for 

COVID-19 to become endemic. 

 

 

With the Federal Reserve quantitative easing expected to cease in March, the Fed is set to 

purchase substantially fewer bonds in 2022. At the same time, fiscal policymakers are poised 

to deliver meaningfully less support. Last year saw the passage of the nearly $2 trillion 

American Rescue Plan Act and an infrastructure bill estimated at just over $1 trillion. In 

December 2020, there was legislation that extended the CARES Act with an additional $900 

billion in stimulus. In total, these programs provided approximately $4 trillion in support. 

Senator Manchin’s single-handed defeat of the $2 trillion Build Back Better bill assured that 

fiscal stimulus in 2022 will substantially trail 2021 levels. While this may help reduce 

inflation, it will also affect financial markets, which have grown accustomed to low interest 

rates, cheap asset purchases, and plentiful stimulus checks. The withdrawal symptoms will 

likely translate to heightened volatility across the economic and capital markets. 
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Large cap companies in the U.S. dramatically outperformed other equity asset classes during 

the quarter, extending their already substantial lead coming into the final quarter of the year. 

Large cap growth stocks gained 12% during the quarter while value stocks gained 8%. For 

the year, the Russell 1000 Growth Index finished higher by 28% while the Russell 1000 

Value Index was higher by nearly as much, at 25%. From a smaller company perspective, the 

Russell 2000 Index gained 2% during the quarter, pushing the calendar-year return to 15%. 

The Russell 2000 Value Index was higher by 4% in the quarter and 28% for the year, 

significantly outperforming the Russell 2000 Growth Index, which was flat for the quarter 

and up 3% for the year. 
 

From a sector perspective during the quarter, gains were broad based. Several sectors 

produced double-digit gains, including, technology, real estate, utilities, materials, health 

care, consumer staples, and discretionary. Only communication services failed to post 

positive gains, posting 0% for the quarter overall. For the year, energy led the way with a 

55% return, followed by real estate with a 46% return. Both sectors are among the smallest in 

the index and make up less than 6% of the S&P 500. Technology and financials were both up 

35%. For context, these two sectors make up nearly 40% of the S&P 500. 
 

Stocks outside of the U.S. trailed their U.S. counterparts during the quarter and in 2021. 

Developed market equity returns, as measured by the MSCI EAFE Index, gained 3% in U.S. 

dollar terms during the quarter. This moved the index higher by 11% for the year. The 18% 

return differential between EAFE and the S&P 500 was the third widest since 1997. The 

MSCI EAFE Index trailed the S&P 500 by 19% in 2014 and trailed by 32% in 1997 during 

the Asian currency crisis. In local currency terms, developed market equities outside the U.S. 

were up 4% in the quarter and up 19% for the year. The MSCI Emerging Markets Index was 

down 1% during the quarter, leaving it down 2% for the year. In local currency terms, 

emerging market stocks were down 1% in the quarter and flat for 2021.  
  
The next year could usher in more volatility than investors have experienced in some time as 

the economy and markets adjust to lower levels of stimulus. In addition, monetary policy is 

not on a predefined course because it hinges on incoming data related to inflation, the labor 

market, and financial conditions, all three of which are now explicitly in the Fed’s purview. 

Of these, we believe inflation will be the main antagonist for markets this year. Further, 

incoming data will ebb and flow as the year progresses, so we believe monetary policy will 

be on a tug-and-pull course between incoming data and policymakers desire to support the 

economy. We think investors will be well-served to err on the side of humility, discipline, 

and patience in 2022.  
 

PLANNING CONCEPTS         ____________________ Ben Daigle, Jake Kenyon & Cliff Ryan 

What is the IRA Sweet Spot?     Clifford P. Ryan, CLU®, ChFC®  

 

The so-called “IRA Sweet Spot” is the period of time where you’re able to take distributions 

from your IRA without any tax penalty or special exemptions (age 59 ½) but before you are 

required to take Required Minimum Distributions (RMD) at age 72.  Yes – the age that you 

need to begin distributions is now the year in which you turn 72, thanks to the SECURE Act.   

 

So - the Sweet Spot just got Sweeter 
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During this time, you can plan distributions annually that allow you to control how much you 

withdraw and, therefore, how much you expose to taxes.  The more you take out (within 

reason), the less you’ll be required to take out later under the strict IRS formulas.  In the 

Sweet Spot – you control how much you take and how much your get taxed. 

 

An example might look like this:  Sally is an attorney who decided to retire at age 63.  Since 

she’s no longer working, her earned income is reduced and it might be a good time to 

withdraw IRA money instead of taking Social Security (an entirely other strategy to look at).  

If we could keep her federal tax bite in the 12% tax bracket, that’s a winner.  We know her 

income and we know where the tax brackets start and stop.  Federal tax rates are historically 

low right now so it might be a good time to take distributions on your terms. 

 

Obviously, every client’s circumstances are unique, but this concept could be a worthwhile 

strategy if properly analyzed inside of OPA’s planning process relative to other options – so 

do let us know if you have any questions. 

 

OPA NEWS & COMMUNITY EVENTS         

 

We’re pleased to announce that the end of 2021 saw continued growth at Old Port Advisors: 

 

Old Port Advisors and Elder Planning Advisors affiliate. 
Longstanding investment advisors come together to produce maximum results for 

clients. 

 

Portland, Maine — Old Port Advisors and Elder Planning Advisors recently announced their 

affiliation, a move to create synergy, increase mental capital, and enhance resources. 

Together the firms led by Managing Director Fred Williams and Senior Advisor Cliff Ryan 

offer more than 50 years of experience in helping individuals and families protect and grow 

their wealth.  

 

“We’re proud of our proven track record, but our sights are on the future,” said Williams. 

“This move is about further growth and opportunity.” Over the past few years as both Old 

Port Advisors and Elder Planning Advisors have experienced increasing demand for financial 

services, they’ve remained focused on maintaining high quality client services. 

 

“As our clients’ needs expand and evolve, so must our business,” said Williams. “We’re 

excited to welcome Cliff and his team to the mix and tap into Cliff’s deep knowledge when it 

comes to advising retirees and those transitioning into retirement.” 

 

“We’re equally excited to be affiliating with Old Port Advisors - a decision strengthened by a 

common corporate culture, philosophy and service standards.  Our clients will benefit from 

additional personnel and broader infrastructure allowing us to better serve them.” said Ryan.  

“My area of practice concentration is a natural fit with Old Port’s expanded focus on inter-

generational wealth management.”  
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Capitalizing on newly compounded knowledge and synergy generated from affiliating, Old 

Port Advisors also plans to expand its services, leaning into inter-generational wealth 

management. Clients will also benefit from the expanded bench of advisors, additional 

experienced staff, enhanced technology, and the convenience of two locations with offices in 

the Old Port and South Portland.  

 

THE OPA TEAM: 

 

 Cliff Ryan CLU® ChFC® – We’re pleased to announce that Cliff joined Old Port 

Advisors in 2021 as a Senior Advisor with primary responsibility for his clients’ overall 

financial planning and portfolio management.  Prior to joining the firm, Cliff was the founder 

and President of Elder Planning Advisors of Maine, Inc. where he led the planning and 

investment process since its founding in 1996. 

Cliff entered the Financial Services profession in 1983. In 1990, his passion for assisting 

retirees and those transitioning into retirement led him to specialize in the area of practice 

known as “Elder Planning.” This singular focus allows Cliff to maintain a high level of 

competence and expertise in those areas most essential to his clients. He believes in the 

importance of on-going advice to guide his clients with some of the most significant financial 

decision of their lives. 

Cliff holds the Chartered Life Underwriter (CLU®) and Chartered Financial Consultant 

(ChFC®) designations conferred by the American College of Financial Services and has been 

a member of the Society of Financial Service Professionals for over 30 years. 

In addition to his professional duties, Cliff has served on many local and national boards and 

committees involving seniors’ and retirees’ issues including the Southern Maine Agency on 

Aging, Legal Services for the Elderly, and the Governor’s Task Force on Long-Term Care 

Financing.  He has written numerous articles, presented educational sessions to a variety of 

public and professional audiences and has appeared as a guest on local radio and television 

programs throughout his career. 

Cliff enjoys outdoor sports such as biking, running and hiking as well as live music. He is a 

private pilot and pursues his love of flying as often as time allows. In a parallel life, Cliff 

spent over 25 years in the Navy and Naval Reserves where he served as a photographer and 

salvage diver until he retired in 2003. Cliff lives with his wife, Laurene, in Cape Elizabeth 

and St. Petersburg, Florida. 
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