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2022 Market/Economy Outlook

Valued Clients and Friends:

I hope you are having a great start to your New Year for 2022 and that this newsletter finds you
and your families happy, healthy and with big plans for your year ahead.

We are going to be updating you in this new format at a minimum every quarter and this will be in
addition to the weekly market commentaries you receive by email. If you aren’t on that email list
to get the weekly updates, please call our office at 901-757-4448 so Timeri Martinez or Rhonda
Gorton can make sure we have your latest email information and then you will begin receiving
those timely updates. You may also email your request to Timeri at:

tmartinez@tcwealthadvisors.com

The goal of this first quarter market and economy update is to cover several topics in detail. I
want to apologize upfront for the volume of data and information contained within. It was
necessary to lay out what is really going on right now and to go into broader detail as to why and
offer you further explanation via historical context. History does serve us to understand where we
are and how we may approach our investing futures.
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So, let us begin with a quote and one of my favorite quotes at that:

“Economists have successfully predicted nine of the last five recessions.”

- Nobel Prize winning economist Paul Samuelson

Mr. Samuelson made that quip in 1966 and it still holds true today. We as humans tend to err
towards negativity more easily and readily than we do optimism and positivity. This is one of the
primary reasons the positive thinking movement took off so quickly in the early 1900’s, especially
after enduring the Great Depression for almost a decade, and begat one of the greatest and most
popular books of all time: Napoleon Hill’s 1937 classic: Think and Grow Rich.

To be fair to economists it isn’t that they aren’t good at predicting recessions it is just hard to be
right about when they begin, how long they will last and when they will end. The data is a lagging
indicator. The same can be said about yours truly. I may know the right industry to be invested in
and some of the top leading companies in those industries, but my timing can be off as well. That
is one of the main reasons we added Doug Davenport to our team. Doug serves as our Chief
Market and Technical Analysis Advisor. His job is to look at the technical charts on the markets,
certain sectors, names and inform me if there is a potential good entry or exit point in place. But
like all systems it isn’t perfect either as you need a ten percent movement or more in either
direction to confirm a new trend is in place. It is just the way it is, like snow and ice in winter. We
may not like it, but seasons and reasons exist for a purpose.

So, what are the walls of worry right now and how can we position ourselves for the future? The
number one worry for the markets currently is inflation. Inflation has been created by supply
constraints that were born from the pandemic. Below we will flesh this out. From a personal
standpoint, you may be thinking, “My number one worry is staying healthy during this pandemic.”
And you would be correct. Nothing is more important than our health. The pandemic created a
massive threat to our health, our healthcare system, our businesses, and our way of life. Who
could have imagined in the summer of 2019 while we were either on vacation, celebrating with
fireworks or just enjoying ice cream on our back patios that a monster lurked just a few months
into the distance that could and would destroy our daily routine activities and expectations of
regular travel, being with family, walking around without a face covering or not having to use
volumes of sanitizer and Lysol?

However, that event did happen and is still happening. Globally we were/are affected, and many
have gotten extremely sick and/or died. The numbers keep growing. I personally have known
eight people who have died because of Covid. It is very disheartening at a minimum.

This affected our economy and the government had to step in along with the Federal Reserve to
provide economic stimulation. Billions of dollars were issued in the form of stimulus checks, SBA
business grants and loans and interest rates taken to zero. Trillions of dollars have been spent to
keep our country’s machine moving and our incomes flowing.
The result of this spending combined with super low interest rates and keeping businesses open
will always have a consequence. The good consequence is our economy is now thriving with an
expected Gross Domestic Product (GDP) number for 2022 to be around 5%. This is a substantial
number when we are normally in the 2-3% per year range.



The not so good news is the pandemic caused massive supply disruptions and price increases
which in turn filters down to you and me at the consumer level and we end up paying higher
prices across the board. As you are aware grocery prices are up, car prices are way up, housing is
near or at an all-time high and everyday parts and items are rapidly increasing as factories had
shutdowns here and abroad and you have seen pictures of all the cargo ships parked off our
coasts that have no labor to unload them. The labor shortages have been a consistent and
persistent challenge as the pandemic has made staying at home more of a habit. Millions of
workers have decided to make “stay at home” a permanent way of their new life and have
subsequently left their jobs and left their former businesses floundering to find help.

In fact, some of the leading employment agencies have stated that their recent surveys indicate
that 75% of workers prefer working from home on a regular basis. And these surveys also suggest
that we may never go back to “the way it was”. I have some expanded thoughts on this and the
new Metaverse theme that has become known in the past few months. The metaverse theme will
be covered in my next newsletter in the Spring.

Now that we understand that inflation is a big wall of worry now for the markets and our
economy and for consumers (currently at a 6-7% annualized rate), how is this addressed?

The Federal Reserve sets our nation’s interest rates. It does so at its regular meetings. It just met
last month in January and held interest rates steady with no increases. It did indicate at its next
meeting, scheduled for March, that they will more than likely raise interest rates. In fact, the
market betting sites are betting on 4-8 hikes over the coming two years. I feel that will not come
to fruition and the market is over-worried about this lion that will probably end up being a paper
tiger. 

There are currently two theories on this new inflationary period we are currently experiencing:

1.      This is a new trend here to stay for years and years.
2.      This is simply a short-term issue because of the pandemic and supply constraints that should
sort itself out in a relatively brief time frame.
 
If number one is correct, then we will see massive interest rate hikes and we need to rotate to
more favorable investments that do well in a persistent higher inflationary environment. Think
commodities, inflation linked bonds, fixed indexed annuities, utilities, and certain metals among
other choices.

However, if number two is correct and inflation is transitory(temporary), then interest rates hikes
will be limited. The economy will stabilize along with product availability, and we might even
encounter some deflation as we end up with too much supply. If that happens, price cuts begin to
take hold driving down prices across most sectors. This would then lead to a “loosening policy”
again from the Fed and the stock market would potentially be a great benefactor.

Which way will it play out?

That is the trillion-dollar question. One that I have a 50/50 shot of getting right or wrong. So, what
do I do? I turn to inflation experts. People who study the trends of inflation and see what they
think, because this is all they do. By the way, my gut instinct agrees with what they believe will
happen.

The target inflation yearly by the Federal Reserve is 2%. The software that we use to build
Financial Plans through our custodian, Raymond James, inputs automatically a 30-year trend
prediction from the Mercer “think tank” organization. Mercer says that inflation over the next 30
years should average about 2.2% and that is what our software uses unless our client requests we
run the data at a different number.

The Federal Reserve will do what it takes to normalize inflation and get it in that 2-3% range.
Many experts believe that could happen as soon as the end of this year. William J. Fink, who is the



executive vice president and head of United States middle-market banking for TD Bank, believes
we are at or below 3% inflation before this year is over. He and others feel that the next five years
average annual inflation will be between 2-2.5%. If they are right, and I agree with them, we will
be in a good environment for stocks and the stock market because lower inflation is good for
consumers and corporate earnings.

According to the Philadelphia Federal Reserve Survey of Professional Forecasters’ second-quarter
findings, CPI inflation is expected to average 2.3% over the 10 years from 2021 through 2030. As
one can see from several esteemed and distinct sources, inflation should normalize within the
year, which if true, makes me believe that the Federal Reserve only raises interest rates two to
four times maximum before they level off and hold rates steady until they need to begin cutting
them again when our economy begins to contract in 2023 or 2024.
Will we go into a recession? Remember, that a recession is considered legitimate if we have two
quarters of back-to-back negative GDP growth. Obviously, unless something drastic happens that
will not be the case in 2022 with an expected GDP growth of 5%. But what about 2023? The
market is a forward-looking mechanism that tends to investigate the future for its current pricing.

Enter the White House proposal for the “Build Back America Better Plan”. The original behemoth
spending bill was going to spend more than 4 trillion dollars to affect climate change, offer
stronger family leave policies, include universal pre-K, subsidies for childcare, expand Medicare
and boost coverage for low-income Americans through Medicaid among other expansions. The bill
has now been pared down to a 1.75-trillion-dollar spending package. It is currently being held back
by the belief it will only cause more inflation and again as I have laid out in volumes of
information above, this is what Mr. Market is worried about- INFLATION and the rise of Interest
Rates.

With this being understood, I believe the plan will eventually be approved if the spending from
the bill begins when inflation normalizes. Why is this good for our economy and the markets you
may ask? Well, both love big spending to create consumption and higher earnings for corporations
that make up the markets.

The timing is what is key here. If it is passed and money begins being spent when growth
and inflation are slowing, it would perk up the economy for another year or two. This
coupled with interest rates being cut might lead to no recession until 2024, even late 2024.
But it is just a guess on my part at this point. The timing could be good for someone in the
election of 2024, especially if no recession occurs or announced until after the election
itself.

Let’s move on to Investor Psychology and if we are now in a “bubble”?



Are we in a bubble? 

Many market pundits have been calling the market a “bubble” for many years. Why? Their
thought process is that the market should trade in a range that they consider “normal” based on
historical and empirical data. Over the past 100 years, the acceptable Price to Earnings Ratio (PE
Ratio) was considered 13-15 x the earnings of the index company collective.

In modern day times (the past 30+ years) with a lower interest rate environment and lower
corporate and consumer tax rate environment at hand, the PE ratio moved up to an average of 20
x earnings. This reinforces my above missive about why the market is so interest rate sensitive.
We have really experienced this recently with technology stocks which tend to be the most interest
rate sensitive because they rely on cash flow and low interest rate loans to fuel their growth.

Investors also will “pay up” for growth and that is why you normally see the higher growth
companies trading at a higher PE ratio than the rest of the market companies. However, that
changes when inflation and interest rates start roaring ahead.

Let us look at the “expected” earnings of the S and P 500 for 2022 (these are estimates only and
are used for illustrative purposes only and can’t be relied upon as fact as there are far too many
variables involved that can change them):
The current consensus estimate from Yardini Research for 2022 S and P 500 earnings is:

$225 per share. The S and P 500 as of February 3rd, at the close of trading is at 4477.This
would imply that the S and P is trading at 19.8x earnings or in line with the past 30 years
average PE ratio. Providing that $225 of earnings happens then the market would not be
considered in any kind of bubble at all, just fairly valued. It would not be considered trading
at a “cheap” or undervalued level either.



A bubble occurred in the year of 2000; the market was trading at ridiculous valuations. The PE
ratio was in the mid 30x range. That was a true bubble. I also witnessed it firsthand as a newer
Advisor at the time when people were euphoric and could not write checks fast enough to invest
with me. Everyone and their brother at the time felt it would only go up forever. I would get
chastised by prospective investors at the time if I merely suggested a solid blue-chip investment
that did not have a “.com” at the end of its name. I turned away many investors at the time who
did not want a balanced portfolio. That is true bubble thinking. I have not experienced anything
close to that since then and it has been 22 years.

Will we again experience that euphoria? Yes, and I want to cover that next as we wind this
newsletter down and talk about market cycles, expected future growth and what to do now.

What causes economic cycles?

Many things cause economic cycles: tax law changes, interest rates, demographics, even weather
patterns can aid or wreak havoc on a territory or Nation economically speaking. But one of the
more popular modern-day cycles named Kuznet swing cycle after its author, Simon

Kuznet, sprang up like the positive thinking movement in the 1930s.
Kuznet claimed medium-range economic cycle waves last between 15 and 25 years. He had
noticed the patterns at the time studying demographic data while using immigrant
inflows/outflows and the changes in construction intensity that they caused. He then later called
these changes “swings” and “cycles”. Out of this theory came the “Boom or Bust” monikers and
provided Warren Buffet and his circle of friends the framework for their 15-to-17-year stock
market cycle theory that they noticed flipped from “Bull to Bear Market” sort of like the “boom or
bust” theory above.

A similarity you might notice is the mid-point on Kuznet’s wave is year 20 and the high point is
year 25. This is important because each new generation is thought to be born every 20 to 25 years
as by population and census experts. Perhaps, what is playing out over and over within these
cycles are new generations hitting various age points along the economic spectrum and along
these inflection points the majority get their way in areas such as consumerism, legal change,
government/political, medical needs and needs of innovative technology to be born to meet their
various demands.

Another example are land values. When Kuznet principles were applied they found that land
values were on an average 18-year cycle of bust to boom. I find this interesting as we last peaked
in home/land values across this country just ahead of the credit crisis of 2008. Most agree that



2005/2006 was the last land peak before the bust of 2008 into a low of 2013. There has been a
steady rebuild since 2013 and we are now in year 16-17 from the peak of 2005/2006(depending
on the region of the country you study). Does that mean home prices have peaked out or will
reach their peak this year or soon thereafter? It could easily be the case with higher interest rates
looming in the not-so-distant future.

So, let us apply Warren Buffet’s 15-to-17-year stock market cycle to where we are now to provide
you some context from a cyclical standpoint. Many believe (and I agree) that the period of 1965-
1982 was a 17-year bear market cycle. When one drills down into what happened in that period it
is not hard to find many factors of why the stock market went up and down but was essentially
flat or “dead money” during that period. There were high interest rates, high inflation, no job
growth (stagflation), oil embargos and even the infamous “misery index” was created during the
late 1970s because Americans were interviewed on the street by national reporters and asked,
“How miserable are you?”. It got so bad that many believed the American Dream was dead and
that the current generation in the late 1970s and early 1980s would have a lot less wealth than
their parents had before them. That same prevailing thought reared its ugly head again after the
credit crisis in 2008.

The good news is the cycle ended in late 1981/early 1982 when a new philosophy of lowering
interest rates and lowering taxes would stimulate job growth and incomes and spur much needed
new construction across the land.

This is when the next 17-year Bull market cycle began, and the Dow was trading just at 1,000
points in 1981. It took off and rose all the way north of 11,000 points before its 17-year cycle
ended in 1999. From there we were in a bear market again until 2016 when the market rose
higher again.

A couple of things I want to point out here. During bear market cycles, corrections are long drawn
out and painful periods of time. Think the 1973-74 bear market where stocks fell more than 40%
and it took it more than two years before recovering. Raymond James was within hours of going
bankrupt before it turned around. Tom James himself told me that story.

Now consider 2000-2003, otherwise known as the “Dot Bomb” crash or the “Tech-Wreck”. That
correction took three years to bottom before beginning its recovery. It was the most painful three
years of my career as an Advisor and for my investors (many who are still with me to this day,
thankfully!). Every quarterly statement was lower in value than the one before (unless they were
in bonds/cds/cash) for three straight years! Not fun! Not fun at all.

Let us finally look at 2008-2009. The market fell more than 40% but the fall was super quick (6
months) and the recovery was super slow (years). Let us switch to Bull market cycles so you may
see the difference:

1987 Black Monday Crash in October- down 23% in one day but finished the year positive 5+%

2018 last quarter of the year crash (blamed on China) down 24% but sets a new high within 6
months

2020- Pandemic crash. Down more than 40%, market sets an all-time high within 6 months

2021/2022- Inflation/Interest Rate Fears correction (ongoing)- at bottom down 11%, currently
down 7%- New high will be when??? My guess is last half of this year.

If you notice the corrections last about one quarter of the amount of time during a Bull market
cycle (like we believe we are in now) vs a Bear market cycle. Also, please note that in the average
year of trading the stock market has a 16.3% drawdown from peak to trough. Last year it was
barely 5%. However, the average stock was actually down last year as the market had a handful of
companies that actually led to most of the gains. So in 2021 it wasn’t the case of “a rising tide lifts
all boats”.



So how much longer can this Bull Market last? If we believe the Bull market began in 2016 and it
lasts 15 years, then we are good until 2030+ a few months. If it lasts 17 years (at the high end),
then it should last until 2032 before the next bear market cycle kicks into play. Some experts argue
that the last bull ended in August of 1998 and the last bear ended in August 2013. If they are
correct then we are 8 years into a 15 year, or seven years left of a bull on the low end or 9 years
remaining on the high end. We should have years left of a bull market cycle. Now that does not
mean we won’t experience, flash crashes, corrections, pullbacks, bad years or bad news. Of
course, we will. It’s just those events are not as debilitating as they are in bear market cycles.

Just like the internet became household common place in 1993-1995 and led to the tech boom
throughout the late 1990s until the peak in 1999, I feel the last part of this decade we could
experience a euphoria like no other as the Metaverse takes root over the next three years and
leads to a bubble market topping somewhere between 2029-2032 and eventually a potential
massive crash. As I mentioned earlier, I will do a deep dive into the Metaverse in the next
quarterly issue for our Spring newsletter.

Thanks for sticking with me thus far. I know it has been a long newsletter with a ton of
information. Hopefully you have found it worthwhile. Here is a quick conclusion before I add some
personal and office details afterwards:

1. Inflation should peak in the next six months and then crash into the end of the year to
the 2.5-3% level. The next five to ten years of inflation should be in the 2-2.5% per year
level.

2. Interest rates will more than likely go up 2 to 4 times this year and then stop. They could
do it quickly and with two .50 basis points hikes and get it over with or do it wrongly in
my opinion and take .25 point hikes four times, which I believe is a huge mistake.

3. Earnings are going to be good this year but slowing down in the year over year growth as
the easy comparisons are beginning to end this year. Growth should still be 7+% year
over year and earnings growth in 2023 should accelerate to be 11% according to Yardini
research. This will especially happen if the large spending bill is passed, and the money
begins being spent late this year when inflation has moderated.

4. GDP growth is expected to be 5% this year, which means no recession in 2022 and little
chance of there being a recession in 2023 (if th spending bill is passed). There is a higher
chance of recession in late 2023 to late 2024/early 2025.

5. We are in a Bull market cycle that has years left to run and you do not want to be
too cautious with investment money outside of your cash reserves/emergency
money. Be bold when others are fearful and be fearful when others are greedy!
We could correct another 5 to 10% before the true turn around happens with the
market and as I mentioned earlier, the majority of this year’s return will be in the
latter part of the year.

Some Branch News:

On the early morning of August 6th last year, I was involved in a horrific car accident. Luckily, I
survived being t-boned in my driver’s side door by an elderly gentleman who ran a red light at the
corner of Walnut Bend and Germantown Parkway.

Thankfully, I suffered no broken bones or punctures. And thankfully the man that hit me suffered
no long-standing injuries that I know about. My car really held up well. It saved me. My seat belt
saved me (please always wear yours, I beg you). My car’s emergency response system even called
the police and an ambulance to the scene immediately for me as well. The ambulance took me to
the Baptist Hospital near Walnut Grove Road where I stayed all day, and I was released after 5 pm
with all of the tests and scans having been completed.



I was a walking miracle. It was my belief that I had escaped any injuries at all. That belief came to
a grinding halt on day three when the headaches, blurred vision, nausea, and the inability to sleep
all kicked in at once. After tons of doctor’s visits, therapy, and chiropractic visits, I am proud to
inform you that I am back at 95% healed and excited for this year and beyond. I thank the Lord
every day for more time as so many are not afforded that luxury. Apparently, he thinks I have
more work to do for you and I am excited to roll up my sleeves and work harder and smarter for
you than ever before.

I also want to thank my team. Locally, Rhonda and Timeri, worked really hard when I was out
visiting doctors to take care of you and your business needs. Doug, in Atlanta, did a wonderful job
of assisting in my absence as well as continuing to manage our trading models. I am just so
thankful for them and proud of how they put you first. It should be that way and I am glad to know
that is how it is in our Offices.

Thanks to all of you who learned about my accident and offered me your prayers, thoughts and
information and your loving support. I am eternally grateful and will always remember the love
and support shown to me by you all. 

We have more great Branch news:

In mid-August of last year, we were fortunate enough to make a great new hire in Timeri
Martinez. She pronounces her name as: TIM-REE

Timeri graduated from the University of Memphis with a degree in Business Administration. She
was born and raised in Collierville, TN and is a lifelong Memphian.

Her mentor was Pat Halloran who ran the Orpheum Theater in Memphis for more than 30 years
and is a Memphis Business icon. I spoke with Pat before extending an offer to Timeri to join us at
Trinity Capital Management and Pat told me, “Morris, I have hired more than 300 people during
my career and Timeri would rank in my top 5 best employees ever. You better hire her!” That was
enough for me, and we hired her immediately.

When Timeri isn’t working, she loves taking care of her pets, hanging out with her boyfriend and
attending concerts, eating at interesting new restaurants and attending social events with friends.
Please see a picture of Timeri below so you can place a face with a name in the future. Also, Timeri
will be reaching out to you soon to personally introduce herself and she will be making sure your
account data we have on file is updated and correct. Her goal this year and beyond is to provide
you with excellent customer service, help process check requests, account openings and transfers
along with creating unique events for you to attend. One thing we are focused on this year is to
get to know your adult children better and invite them to a special workshop/event. More to come
soon…..



 

Thank you for being a valued client

Thank you for being a valued client. After 24 years in this business, I can honestly say the
relationships formed with you and your families have been the biggest of the many
blessings this career has afforded me.

Simply put, your success is our biggest goal year in and year out. We know if you win, we
win and believe me, we want you to win and achieve not just your financial goals but your
personal life goals. At the end of the day, we are not taking any physical possessions with
us, but I do believe we will always have our memories.

If we can help you create more important and lasting good memories, that is what we want
to do. And we appreciate you choosing us to help guide you a bit on your life’s journey.
Come see us soon!

It is indeed an honor. Have a great and safe rest of the Winter and look for our Spring
newsletter in April!



Morris

 
For information purposes only. Investing involves risk. Past performance may not be indicative of
future results. Securities offered through Kingswood Capital Partners LLC member FINRA/SIPC.
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