
Dear Valued Trinity Capital Client:

I hope you had a wonderful weekend wherever you may be, and I hope
you are enjoying nice weather this Spring.

The market finally had some pretty times for itself last Friday as the
indices where up somewhere between 3% and 4% in just one session.
While we have a way to go before we get back to our old high
watermarks set late last year, it does give us hope that all we need is
some good news to break our way. If that happens, it won’t take long
to make up this correction and set a new high which the market has
historically accomplished time and time again.

Many investors are asking me, “Morris, is this the time to buy?” There is no doubt that the answer
could be a yes or a no and here’s why:

Mathematically speaking history tells us that if investors buy every 5 and 10%+ dip over time that it
can increase your long-term historical return. However, market technicians will argue that if you
buy too early during a painful correction (I believe you will agree this is one!), that you may
experience a greater correction. Some market historians call this “trying to catch a falling knife”.

So, when is the time to buy or feel better that the correction may be over and your values will begin
coming back up? Jeffrey Saut, former Chief Market Strategist for Raymond James, who left RJ a
few years ago to start his own company, Saut Strategy, said in his Friday newsletter that “We need
to recapture 4,070 on the S and P 500 for us to say, “the bottom is in””.

What Jeff is referring to is that the closing price on the S and P 500 needs to be at 4,070 or higher to
show that the lows of last week in the 3,800+ area were indeed the bottom; then we may cautiously
feel comfortable that a market recovery is underfoot. New capital may be put to work in many of
the beaten-up equity and equity sectors, if this level is achieved.

What if the S and P can’t recapture 4,070? That would mean the correction isn’t over and we may
go lower than 3,800. Currently the S and P 500 sits just above 4,000 and got as high at 4,042 on
Friday, May 13th. We are within sniffing distance of 4,070 but we also could go lower with more
bad news.

RE-CAP on Headwinds:

1.     Russia/Ukraine War/Inflation- This event has been the biggest headwind of all, as it is not just
an awful occurrence for the Ukrainian people, it is having far reaching affects around the world.
Most of our inflation in energy and food prices is stemming from Russia’s uncalled for invasion of
the Ukraine. As energy prices increase it is affecting much more than the gas prices you are paying
at the pump; it increases transportation costs for food and goods to your local stores and yes, even
your Amazon purchases. It drives up prices of fertilizer for the farmer and rancher to grow your
future food as well. It affects the prices of plastics, which are used in automobiles among many
other items. Have you checked the price of a new car or truck lately? If you can even find a new
vehicle on the lot, you are luckier than most.
 



The potential good news here is two-fold:
 
It was announced yesterday on most major news outlets that Putin has blood cancer and is in a
severe health decline. This news originates allegedly from several Russian “insiders” and was
reported by the Ukraine’s head of military intelligence. In addition, many believe since Russia
forces have suffered heavy losses in their war effort, they will be defeated by year’s end which
would undoubtedly lead to a regime change.
 
If we wake up one morning to either a peace accord, an outright Russian withdrawal or news that
Putin has been removed either politically or physically, look for the markets to respond in a very
favorable way. The energy markets would decline in price almost immediately with food prices to
follow suit thereafter. This is but one major catalyst to get the markets in a good mood again.
 
2.     Interest Rates- Fed. Chairman Jerome Powell insisted after this last 50-basis points hike in
interest rates that the Fed would remain diligent in its efforts to raise rates as needed to combat
inflation. However, he also mentioned that a 75-basis point increase or higher was “off the table for
now”. I disagree with this strategy. In my opinion, why not take two 100 basis points increases in a
row and get it over with already? As a farm kid, I was taught to take your dose of castor oil in one
gulp and not to “sip on it”. We live in times where we seem to think that people and the markets
can’t handle too much too soon. I believe it is better to shock the markets quickly and get it over
with than a slow drip torturous campaign over many months. Rant over.

So what is likely to happen? The Fed is saying they want to end the year at a Fed Funds rate of
2.50-2.75%. The 10-year treasury rate now sits just under 3% at 2.908% as of this morning. This
means that mortgage rates have skyrocketed to a current average of around 5.25% on a 30-year
fixed mortgage. That us up from 2.75% for a 30-year fixed mortgage near the end of 2021. This
massive move has finally forced home sales to peak as of April and now we are seeing prices begin
to be reduced.

On the inflation front, April’s inflation rate of 8.3% was slightly lower than March’s reported rate
of 8.5%. This led many analysts to prematurely say the peak of inflation has already occurred. I
disagree with that thesis, especially given the prices at the gas pumps and at the grocery stores
continue to rise. These two factors are driving the short-term inflation numbers more than others. I
will stick with my previous assessment that inflation will peak around June/July and then begin to
fall fairly quickly, especially as the Russia/Ukraine war comes to a close.

Bespoke investments (a research hub in our industry) reported when the war broke out on February
24th that markets typically swoon and then begin recovering normally in about four months in
times of war. This would put us at June 24th at the max of the swoon or decline and the recovery
process hopefully begins immediately thereafter or during this latter period.

As I am wrapping up my comments to you on the morning of Monday, May 16th, the market has
just opened, and the S and P and Dow are both slightly down.

I will continue to keep you updated (in this format); as email is the quickest way to reach so many,
with my latest comments on the markets.

Enjoy your Spring, the outdoors and your family; and turn off your TVs! You hired me to do the
worrying for you and that is what I am doing. I see a bottoming process going on in the markets
currently and I feel we are getting close to turning this ship around and heading North again.
Remember, we believe we are in a secular bull market with years left to go! Your best times are
ahead of you and not behind you. Please remain patient and calm to get your best results. The
market insiders want you to be fearful and sell your positions to them at low prices so they can
make the profits. Our goal is to keep that from happening while getting you to your goals over time.

If you need to speak with me personally, please call me.



We are here to serve you,

Morris
901-757-4448

For informational purposes only. Investing involves risk. Past performance may not be indictive of future performance.
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