
We like to think of the New Year as a time to look to the future and
consider what ideas or interests we want to pursue in the year ahead. Of
course, planning for the future is a big part of what we do - and if you
would like to make plans for your financial future, we would be delighted to
help in any way we can. Whether you are working on getting out of debt,
contributing to your retirement plan, maxing out your IRA contributions,
setting up accounts for your kids or grandchildren or finely getting around
to getting life insurance, we want to help! 

Let's Chat

Reminder: Your LPL statements only show 5 months of the year. To
determine your 2021 performance refer to your December 2020
statement and compare to your year-end LPL statement. For 2022 and
beyond, the LPL statements will show the entire years performance.

Tax Forms 2021

We would like to update you on your Tax Forms for 2021. If you had
dividends paid or distributions from your account, you will be receiving
two tax forms: one from Waddell & Reed and one from LPL Financial. You
should be receiving these early February.

Stock Market Outlook 2022

We expect solid economic and earnings growth to help stocks deliver
gains in 2022. When forecasting stock market performance, we start with
the economic cycle. We believe we are currently approaching—or are
already in—the middle of an economic cycle with at least a few more
years left. Historically, if this holds true, then we believe the chances of
another good year for stocks in 2022 are quite high, which is an important
added factor for our positive outlook for stocks next year.

The Mid-Cycle Push

Looking more closely, in a mid-cycle economy, recession fears do not
typically cause stocks to fall in a given year, nor do stocks typically surge
as investors celebrate emerging from the prior recession. Over the past 60
years, the S&P 500 Index was up an average of 11.5% during the 30 mid-
cycle years we identified, with gains in 80% of those years.  As you can
see, stocks rose during most of these mid-cycle years, with 1966 and
1977 being the only two years with double-digit losses.

The Fed, which we expect to start raising interest rates in early 2023, can
also help us gauge the cycle because the central bank typically begins to
raise rates when the economy is exhibiting mid-cycle characteristics. That
also characterizes 2022 as a likely mid-cycle year. Historically, stocks
have done very well during the 12 months leading up to the Fed’s initial
rate hike, with gains in each of the past nine instances and an average
gain of 15%. Although the timetable for the initial Fed rate hike has been
moved forward several months, we expect stocks to follow this mid-cycle
pattern and potentially deliver double-digit gains next year as the economy
continues to expand at a solid pace.

Earnings are the Anchor

An expanding economy is a great start, but stocks fundamentally derive
their value from earnings. On the top line, the environment for companies
to grow revenue next year should be excellent, with potential for above-
average economic growth and some pricing power from elevated inflation.
Revenue growth has historically been well correlated to nominal GDP
growth, which is simply real GDP growth (the inflation-adjusted number
that’s normally reported) plus inflation. Our 4–4.5% real GDP growth
forecast for next year plus perhaps 3% inflation (about the consensus
forecast for the increase in the Consumer Price Index) puts a 7% revenue
increase in play.

With stable profit margins and increasing share buybacks likely next year,
a double-digit percentage increase in S&P 500 earnings per share (EPS)
is a possibility. But COVID-19-related supply chain issues and materials
and labor shortages are risks that could lead to higher costs in 2022,
potentially weighing on profit margins. Many companies warned of such
pressures during third-quarter earnings season. As a result, we are
forecasting slightly below-average S&P 500 earnings growth in the 6-7%
range in 2022 to $220 per share.

At this point it is unlikely that higher corporate taxes will eat into any of
those earnings gains next year, as they have reportedly been pushed out
into 2023 in negotiations for President Biden’s social spending package.

Valuations May Not Provide an Assist

Forecasting a year ahead is tough enough, but predicting where stocks
might be at the end of 2022 actually requires us to look ahead to 2023.
The 2023 earnings outlook will determine where valuations are likely to be
at the end of 2022.

Strong earnings gains in 2021 have prevented the price-to-earnings ratio
(P/E) for the S&P 500 from going much above 20. In fact, stocks are
actually more reasonably priced as 2022 approaches than they were at
the start of 2021, because 2021 earnings are tracking more than 20%
above the estimate when the year began. While a 21 P/E is above the
long-term average of around 16, we believe still low interest rates justify
current valuation levels. But P/E multiple expansion will likely be difficult if
interest rates rise in 2022, potentially leaving earnings growth as the
primary driver of any stock market gains.

Prospects for above-average economic growth and accompanying
earnings gains in 2022 point to another potentially good year for stock
investors. While the pandemic is not completely behind us as the COVID-
19 Omicron variant spreads rapidly (though with a high proportion of mild
cases), and there are several other risks to watch, particularly inflation,
stocks have historically done well in mid-cycle economies. We do not
expect 2022 to be an exception.
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2021 & 2022 IRA Contributions

Planning on contributing to a retirement plan in 2022? You can start
making your contributions now! The limit on annual contributions to an IRA
is $6,000. The additional catch-up contribution limit for individuals 50 and
older remains $1,000 for a total of $7,000. 

You can still get your contributions in for 2021. Generally, this deadline is
the same as your tax filing deadline, not including any extensions you may
have filed for. 

Remember, this investment can contribute to your overall financial
strategy. We can show you how investing more now can have a big
impact on your future. If you have questions or concerns about your plan
for your retirement accounts, please give us a call. 507-535-3542

The Power of Compound
Interest
Learn how to harness the power of
compound interest for your investments.

Learn More

The Cost of Procrastination
Procrastination can be costly. When you
get a late start, it may be difficult to make
up for lost time.

Learn More

New Face in the Office

We have a new face around the office, Alyssa Bowman. She will be our
new Administrative Associate and help with client appointment prep,
opening new accounts, client maintenance and much more! 

Alyssa graduated from Winona State University with a degree in Business
Administration.  She jumped at the opportunity to put her degree to good
use when she saw our opening for an Administrative Associate. She
previously worked at Mayo Clinic as a Medical Administrative Assistant
and a Lab Processing Assistant. 

When Alyssa is not at work, she loves to go hiking, snowboarding and
staying active. Additionally, she manages her own photography business
and loves to travel with her husband, Gavin. 

She has taken over Neal Engelman's position as of his retirement at the
end of 2021. We will miss Neal at the office but hope he enjoys his well
deserved retirement.

Online Access & Going Paperless

We understand that our clients have been receiving more mailings than
normal. There is an option to receive documents electronically. Clients
who elect to receive the majority of their communications electronically
enjoy many benefits. By signing up for Account View, our new client
online access, we can help you to elect to go paperless on the 
documents of your choosing.

In addition to documents like month-end statements and tax information,
Account View  enables clients to go paperless for more than 75 additional
document types. If this is something you would like to sign up for, please
go to www.prinvestadvisors.com and click on Client Experience & Go
Paperless. This will give you all the additional information you will need to
help you sign up for online access and the steps to take to go paperless.

Additionally, you will need to sign a two page document that you will
request from us to finish the process. Please email us at
hello@prinvestadvisors.com with the subject line EP1 and we can send
that to you via email or physical mail for your signature!

 

A New Year Brings New
Opportunities

We just want to say "THANK YOU!" to those who are most important to us,
It is in the spirit of the new year that we extend a thank you to you; our
valued clients and friends who are the very heart and soul of Prinvest
Advisors. We are driven by our ongoing commitment to provide you with
the products, experiences and services that earn your trust. We also want
to thank you for your patience with us while we work through this transition
from Waddell & Reed to LPL Financial. We have been working diligently to
get this transition complete. 

A new year brings new opportunities and new possibilities. Sharing with
you our hopes and wishes for a happy new year in 2022. 

We recognize that you juggle many priorities, both personal and
professional, and strive to make a difference in the lives of those around
you. You inspire us to do the same for you. As always, if you have any
friends, family or coworkers that would benefit from a visit with us, please
feel free to share our information

Looking back on this past year, we see just how lucky we are to have
people like you supporting us. On behalf of all of us at Prinvest Advisors,
we wish you and yours much health, happiness & success in the coming
year. We look forward to working with you soon!

Contact Us

hello@prinvestadvisors.com

5075353542

Prinvest Advisors

http://www.prinvestadvisors.com/

Securities and advisory services offered through LPL Financial, a
registered investment advisor. Member FINRA/SIPC
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