
Dear Valued Client/Investor:

Just wanted to get in a quick note today after the Fed’s decision to raise the
Fed Funds rate 75 basis points.

The market rallied on the news as the Fed and its Chairman, Jerome
Powell, seemed to finally get the message that it is better to raise rates
higher and faster than wait around for inflation to worsen.

The markets have been begging for more aggressiveness and decisiveness
and it got some of what it was looking for today. Mr. Powell also mentioned
that to be prepared for another 75 basis points hike in July and 100 basis
points wasn’t off the table either. He also mentioned that instead of a
2.50%-year-end target on the Fed funds rate that they may up that to 3.4%,
depending on how inflation and the economy were looking on the back half

of this year.

Obviously, the market liked this news as the S and P 500 closed almost 1.5% higher and the Nasdaq was
also higher by 2.50%. This was welcomed relief after a decline of about 10% in the previous three trading
sessions.

Currently the S and P 500 is still off slightly more than 20% YTD and the Nasdaq is down slightly more
than 30% YTD.

I have received several calls this week for good reason as many of our investors are concerned that the
market won’t make up the current correction anytime soon?

GOOD NEWS???

Let me share some potential good news with you. In times like these I love to study history to see if
the past can help provide direction and offer some welcomed peace of mind for our futures.
Regarding the markets on average when you have a three day 90% down trend like we just
experienced last Thursday, Friday and this past Monday, the market is higher on average a year
later (according to Sentiment Trader research) by 19.3%.

In addition, JP Morgan’s head trader stated in an article from this morning’s MarketWatch that he
sees the S and P 500 ending this year as high as we began or about 27% higher than where we
began today.

Fundstrat’s Tom Lee is still maintaining his year end target of 5,200 on the S and P 500 and I hope
he is right! If so, that would give the S and P a lift of more than 37% to end the year on a good note.
Fingers crossed!

Lastly, from my recent talk with Lord Abbett research last week, a very important fact happened
last month on May 25th (the previous low before this past Monday’s close). Five times in history(since
this ratio has been tracked in past three decades) have CEOs insider purchases of their own company’s
stock been as high as it was on May 25th. This is called the Buy/Sell ratio. While the sampling size is low
of only five times in 25 years of this happening, it is important and of note that the other four times it
occurred the S and P 500 on average was higher by 37% twelve months later and was higher by 48%
eighteen months later.



Finally, Jeremy Siegel, Wharton School of Finance’s famous professor and stock guru and best-selling
Author of the book: Stocks for the Long Run  said in an interview yesterday that the market was at an
“important inflection point and buying opportunity but not a selling opportunity”.

Many market technicians admit there could be more downside ahead. In fact, Monday’s close below 3,800
on the S and P 500 pierced an especially important support level, which was the 150-week moving
average. The next important and stronger support level is 3,500, which would be the 200-week moving
average. These averages simply mean that the markets are currently trading around the three-year support
levels and may test the four-year support levels which is shocking all investors. Keep in mind that we
could go lower before the above hopeful predictions realize themselves. Make no mistake though, markets
have historically always made up a correction and gone on to set another new all time high. What we don’t
know is how quickly that will occur, but I am encouraged by the above theses.

We came into 2022 with great GDP and earnings expectations and a bright outlook. All the experts told us
that we wouldn’t see another recession for years. However, the BLACK SWAN event that quickly dashed
those hopes was the Russia invasion of Ukraine. There is no doubt the market was 10% over-valued
coming into the year. I also stated in our February newsletter to you that we would see a recession and
would more than likely be in one by year’s end but it would not be announced to the public until the first
quarter of 2023. All major firms have refuted this to occur until recently when they have caved and
admitted we are headed for at least a mild recession in 2023. If there is no invasion of Ukraine, we are
probably down about half of what we are now and it is a typical garden variety 10-12% correction.

However, the War has persisted much longer than even the military experts thought it would last. At the
beginning of the invasion, we heard them say that Russia would run through Ukraine like a “hot knife
going through butter” and that the war would last a few short weeks and it would be over. The biggest
concern at the time was Russia winning so fast that they would move into other countries to do the same
thing repeatedly. Not only has that not happened, but Ukraine is also thought to be actually winning the
war according to several reporting insiders. Anytime the Russians gain ground they end up giving it back.
This is a wonderful thing for the Ukrainian people and we are rooting for them. It has had a major impact
on everyone else in the world as inflation has been hyper-enhanced due to even more supply chain
constraints, oil supply squeezes and food supply shortages.

Herein lies the problem and the reason the market has been so volatile and to the downside each time a bad
inflation number is printed. If you strip out energy and food, the inflation number came in normal this
week. But you can’t do that. Food prices are being affected due to the much higher energy costs and the
transportation costs that go along with it all. Therefore the Russian invasion has been so devastating even
for people not living in the Ukraine. As soon as something positive happens with the Russia/Ukraine war,
energy prices along with food prices will come back down very quickly and our economy will get back on
track. The longer it goes, the worse off we will be. We need it to end in the next few weeks and I genuinely
think we will get some good news on that front.

Lastly, I want to mention that the housing market is beginning to cool off. With mortgage rates rising from
3.25% to more than 6.25% in about five months it has been much to absorb for both lenders and potential
buyers. As of this morning’s report from realtor.com, 25% of all listed homes have reduced their listing
price with much more anticipated to follow as the Fed will continue to raise rates until inflation proves it
has peaked and is beginning to come down.

As I mentioned in last month’s newsletter: inflation has not peaked. That is not what the so-called experts
told us a couple of months ago. They were jumping up and down in May when April’s finalized number
had shown a slight dip from the March peak. However, we knew if gas and food prices kept increasing the
inflation numbers would resume higher and they did.

With that being said, I do believe that inflation is attempting to put in a top over the next few weeks just as
I have been explaining the past few weeks that the market is in a “bottoming process”. These attempts can
take weeks to bear out but it is very energizing to know that both are in process and it is just a matter of
time now before inflation peaks and rolls over and the market bottoms and shoots higher. I do not agree
with some that keep saying that we are going to be in higher and higher inflationary periods for years to
come. I am more worried we will go through another deflationary period like 2008-2012. Our economy
does well with mild inflation in the 2-3% per year range. In a deflationary period, everyone loses as all
asset prices decline.

I keep looking at M2 money supply and the average amount per American is half of what it was in the
high inflationary periods of the late 1970s. My question is: With all the money printing the Fed has done
the past 20 years+, where did the money supply go???



We will save this answer and the Metaverse information I keep promising you for another time soon….

Stay cool and enjoy your summer! Juneteenth and the 4 th of July are both just around the corner and the
markets and our offices will be closed for both Federal Holidays. I want to wish you all an incredibly
happy Independence Day if we don’t talk before then, and to all the great Men out there a HAPPY
FATHER'S DAY!
Stay positive as I believe in the next two years, you will be smiling again about the markets. At least that is
what history suggests.

My best as always,

Morris
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