
It’s that time of year.  If you’re like most people, the turn of the 
calendar is a time to take self-inventory, review all that transpired 
in the year behind us and commit to a handful of meaningful 
goals and resolutions for the year ahead.  For some, it’s a 
resolution to travel more, engage with family more, or lose those 
ten pounds gained over the Holidays.  For others, it’s to read 
more, swear less.  For me, it’s to cultivate a more meaningful 
work/life balance and spend more time in the outdoors, perhaps 
on a mountain biking trail or ski slope, or simply at the beach 
with a good book, wholly unplugged.  

For many, New Year’s Resolutions include something financial – 
to save more, to spend less, to get one’s head around crypto or 
simply the monthly household budget.  We always ask our clients 
how we can help with those financial goals and resolutions, and 
this year is no different.  Let us know.  That’s why we’re here.     

The turn of the calendar is also well-known as a time 
when strategists and financial journalists set forth their 
prognostications for the markets in the year ahead.  Last year - 
as stocks meandered through the rollout of Covid vaccines, virus 
mutations, meme stocks, runaway government spending, fears 
over inflation, China, and higher taxes - the S&P 500 managed a 
total return of 26.9% - the seventh strongest of the last 50 years1.  

Looking into 2022…we’ve always found it silly to place year-
end forecasts on stocks because the market doesn’t follow a 
calendar nor operate on a twelve-month cycle. Regardless, the 
annual survey of 19 economists by Birinyi & Associates calls for 
the S&P 500 to reach 4,950 in December and return 3.8% for the 
year.  We’ll take that with a big grain of salt however because 
those same 19 economists called for only an 8% advance in 2021.  
Our preference really is to survey the macro environment and 
determine whether conditions are favorable for this asset class 
or that, then adjust the sails accordingly.  In that light, stocks 
remain our favored asset class in 2022, as they have for some 
time. 

We believe 2022 will begin to reflect a transition back to normalcy 
as the markets emerge from Covid and Covid-related stimulus.  
The global economy should continue to grow at an above-trend 
rate, at least for the first half of the year, and although the 
growth rate of corporate profits should moderate somewhat, we 
still anticipate earnings growth of around 10%.  We likewise see 

a supportive environment in Washington as an early look at the 
November midterm elections suggests legislative gridlock and a 
lessened risk of significant tax hikes, certainly bullish in our view.

We also have a bit of history on our side going into this new year.  
According to data compiled by BlackRock, three strong years in 
a row for stocks has historically resulted in a fourth.  Since 1926, 
when the S&P 500 has returned over 18% for three consecutive 
years, the fourth year has been similarly strong.  We should point 
out that historical data points like this can be irrelevant, but it 
does support our view nevertheless that trends can be difficult to 
break. 

But of course we ask exactly what it is that could break the 
market’s positive trend.  Topping our list would be an error in 
judgement by the Federal Reserve in its efforts to tame inflation.  
Current projections call for the Fed to raise short-term rates 
three times this year, one-quarter of a percent at a time, but it’s 
all a tricky gambit.  If the Fed moves too slowly, inflation may run 
too hot, prompting the Fed to eventually overcompensate.  Too 
aggressive up front and they run the risk of stalling the economy 
into recession. 

One only needs to look at the business headlines to see just how 
hard the uncertainty surrounding interest rates can be on stocks.  
Over the last week, as Fed policy has come into focus, the tech-
heavy NASDAQ has dropped around seven percent, and worse, 
more than two-thirds of its stocks are at least 20% below their 
highs2.  This doesn’t concern us much longer-term; we believe 
what we’re seeing is the market simply adjusting itself to the 
reality of slower growth and higher rates, and it’s actually quite 
a healthy thing.  We should also point out that changes in Fed 
policy historically haven’t had much long-term impact on stocks. 
Looking back over the last seven times the Fed began raising 
rates after a long period of rate cuts, the S&P 500 was down six 
months later only once3.  Of course that doesn’t say the market 
will be higher six months after the Fed starts lifting rates; it only 
suggests it’s a far more likely scenario than the opposite.

So at this point, we’re simply going to let the current transition 
play itself out and allow the markets to adjust.  Our glass remains 
half-full and we see the makings of a positive year ahead, but 
with a watchful eye on the Fed. 

Wishing you and yours a healthy, happy and prosperous 2022.

Happy New Year and welcome to 2022!  Every month, we like to impart some perspective on the financial markets or shed light on a 
current headline or two, all in an attempt to help our clients sift through the noise and become slightly more educated investors.  We 
welcome your comments and suggestions, and as always, we invite you to share this piece with anyone you believe may find it of interest.
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