
 

1 

 

 
 

The Seven Signs of a Changing Economy™ 
 

“What to look for, where to find it and what to do when you see trends 
changing!” 

As of November 2022 
 

Summary 

 
The year of 2022 will certainly remain in the history books for decades to come 
as one of the most volatile ever.  Our WSG structure, strategy and processes 
have done their job as I created them to do.  The tools I created were not built to 
avoid volatility completely, but instead to capture only about 70%, or less, of the 
downside and in an uptrend all, or more, of the upside.  Most of our clients have 
different tolerances for time, risk, and volatility, but in general we remain on track 
with our process boundaries. 
 
We have started to hear a few horror stories from clients about their friends, 
family and people in their social circle who have been negatively impacted 
financially from the capital markets this year, to the point that new life choices are 
needing to be made. 
 
If you come across someone in your family, friends or social circle who mentions 
financial challenges, or would just like a “second opinion”, feel welcome to refer 
them to our practice.  Helping people manage financial problems is what we do 
best. 
 
It is worth repeating that our WSG rules have not changed.  They are: 
 

• To not make our client family poor 

• Don’t fight the Fed 

• Five-year money (Read it Here) 

• No one knows the future 
 
Focus for a moment on the concept of “Don’t Fight the Fed”.  As you have read 
here, and in The WSG Weekly Update, in over twenty articles I have written on 
how the inflationary environment we are in was created (money supply), why it 
wasn’t “transitory” as our U.S. Federal Reserve believed and that to get in front of 
the inflation eating at America’s pocket book purchasing power the Fed would 

http://www.wealthstratgroup.com/blog/the-weekly-update-for-1-7-2022
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need to take action using what I named “The Real Return Illusion” back in the 
early 1980’s.  (Read it Here) 
 
The reality is that our economy is growing.  It is easy to see in our growing Gross 
Domestic Product (GDP) as it is updated monthly by the Bureau of Labor 
Statistics (BLS).  The illusion is that after you make it “real” by adjusting it 
downward because of inflation, our GDP has contracted -1.60% in 1Q2022 and -
.90% in 2Q2022.  GDP was up in 3Q2022, “but” read the details of how that 
magic act got pulled off in Sign #7 below. 
 
The takeaway from the inflation lessons we learned between 1974 – 1981 is that 
the Fed needs to increase interest rates to a level higher than inflation to reduce 
the trajectory. 
 
Again, in Sign #7, Inflation/Deflation, below I have detailed that inflation is still 
running HOT! 
 
This past Wednesday, November 2, 2022, the Federal Reserve again increased 
interest rates by another +.75%.  The Fed has now raised interest rates 3.75% 
this year.  This action is now the shortest and highest increase in history.  And, 
per the Fed Chairman, they are not done increasing rates to get ahead of my 
“The Real Return Illusion”. 
 
This is Chairman Powell’s press meeting quote.  It is a very important quote.  As 
you read it, be thinking about “Don’t Fight the Fed”! 
 
Powell: “What I’m trying to do is make sure our message is clear, which is, we 
think we have a ways to go.  We have some ground to cover with interest rates 
before we get to that level of interest rates, we think are sufficiently restrictive.” 
 
And he was clear that the Fed will err on the side of pushing rates too high: “If we 
were to over-tighten, we could then use our tools strongly to support the 
economy.  Whereas, if we don’t get inflation under control because we don’t 
tighten enough, now we’re in a situation where inflation will become entrenched.” 
 
The capital markets are interest rate sensitive.  Depending on which index you 
choose to measure, they are down between 25% - 40% in valuation. 
 
At the WSG, we did not go unscathed, but we have not taken that level of a 
reduction in values in our client family accounts.   We have raised cash by selling 
positions twice and rest on too much cash in our effort “to not make our client 
family poor”.  The positions we hold are meant to be fine performers over the 
next five years.  The cash will be our “shock absorber” of choice until we see a 
more positive trend.  There will be no bells ringing to signal “all clear”.  So, we will 
carefully, thoughtfully, and very intentionally nibble at the seeds of opportunity 
offered via lower prices in the marketplace as the Fed does its tricks. 
 

http://www.wealthstratgroup.com/blog/the-weekly-update-for-11-12-2021
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By the way, and this is also important, if you want to be directly in Federal 
Reserve meetings and hear what they are going to do before it is announced, 
consider following Nick Timiraos, Chief Economics Correspondent at The Wall 
Street Journal, on LinkedIn. 
 
If you scroll over his posts on what the Fed will do next, there is only about a 
99% correlation between what Nick reports and what the Fed does next.  Clearly, 
Nick is one of the Fed’s “trial balloons” to measure reaction to what they might do 
next in advance of doing it. 
 
If you have an interest, you can just do an online search of his name each day 
and you will see his posts without joining LinkedIn. 
 
Personally, this month’s Sign #3, Leading Economic Index (LEI) keeps me 
concerned and in preservation of capital mode.  Even if you don’t use Mr. 
Shiskin’s definition of a recession, two consecutive contracting quarters in GDP, 
the LEI should help you realize this inflation induced damage to the capital 
markets may not be over. 
 
The last time inflation was at these levels was 1980 at 13.50% and the S&P 500 
traded at 7.39 times earnings versus today’s 15.1 times as of September 30, 
2022.  (Source: J.P. Morgan Guide to the Markets) 
 
Today, right now, is the time to make sure you have cash levels, asset allocation 
amounts and investment positions that will not negatively impact your lifestyle 
package going forward.  
 
As we decide on how to best assist our WSG family on pursuing their bigger 
financial future, our goal will be focused on you addressing your goals, calmly, 
logically and with patience.  
 
Please don’t miss your bigger financial future but do have a plan. A financial plan 
that creates confidence. Promise yourself and your future self that you will not 
waiver. A financial plan where all your effort will be on meeting your goals calmly, 
logically and patiently over time. If you don’t have one of these, call me and we’ll 
update your current plan, or create a new one that will work better for you.  
 
This month’s Seven Signs are updated below.  As always, I have added some 
unique insight with my comments.  Just scroll down to view these now. 
 
Your thoughts, comments and discussion are welcome.  Please call me at 303-
933-2107 or e-mail me at Jlunney@wealthstratgroup.com. 
 
Respectfully, 
 
James O. Lunney, CFP® 
CERTIFIED FINANCIAL PLANNER™ Professional 
 

mailto:Jlunney@wealthstratgroup.com
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The Wealth Strategies Group was founded by James O. Lunney under the 
guiding principle that comprehensive wealth counseling combined with 
independent investment advice will provide high net worth clients with confidence 
in our competence, execution and integrity. 
 
P.S. Please join me for our monthly conference call on The Seven Signs of 
a Changing Economy.  You have the option of calling in or listening live for free 
from your computer.  To call in, simply dial 516-387-1595.  There is no access 
code needed.  To listen live from your computer, go to our website, 
www.wealthstratgroup.com, and click on the “LISTEN LIVE” button on the home 
page.  You will be sent directly to our page on the Blog Talk Radio website and 
you can click on the link there.  Instead of having a live Q & A session at the end 
of the call, you can now e-mail your question to me prior to the call at 
JLunney@wealthstratgroup.com and I will address them after my commentary on 
The Seven Signs of Economic Change. 
 
The call is usually on the first Thursday of each month at 1:00 p.m. 
MST/3:00 p.m. EST, unless otherwise noted.  Please mark your calendar to 
join me for the next call on Wednesday, December 7, 2022. 
 
We encourage you to invite people from your family, work, and social circle to 
join in the call.  Just forward my e-mail notification to your e-mail list.  It is very 
timely information and in the volatile investment environment a second opinion 
may be greatly appreciated in these uncertain times. 

 
 

1) Indicator: Personal Consumption Expenditure (PCE) 
 Where to find it: www.bea.gov 
 What to look for: Consumer spending increases or decreases for three 

consecutive months 

(Negative) [Reduced from positive to neutral in June 2022, from Neutral to 
Negative in July 2022] 
 
We are fast arriving at a Personal Consumption Expenditure (PCE) decision 
point, (think January 2023 when the holiday shopping credit card balance lands 
in the mailboxes of Household America). 
 
This month’s PCE data came in positive at +.30% and +2.60% YTD or an 
estimated +3.46% annualized.  I take full responsibility for choosing to override 
my own time tested (decades) data last July when I chose to change Sign #1 to 
negative. 
 
After all, +2.60% YTD, or +3.46% annualized, is about where we were at the end 
of 3Q2019.  Back then, the economy was solid.  Interest rates were low, energy 
prices were low (leaving more disposable income to buy stuff) and not one 
person in the world had ever heard of the word “Covid”. 
 

http://www.wealthstratgroup.com/
mailto:JLunney@wealthstratgroup.com
http://www.bea.gov/
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It is always scary to pull back the curtain and take a look at the real story.  Today 
we have seen the 10-year U.S. Treasury (this is used to base mortgage rates on) 
increase from 1.63% on 1/3/2022 to 4.17% on 11/4/2022, a cool +155% 
increase. 
 
As for energy, per gasbuddy.com, a gallon of gas on 1/10/2022 was $3.41 per 
gallon versus 11/1/2022 at $3.76 per gallon, a 10.26% increase.  And that’s after 
the President ordered the release of hundreds of millions of gallons of oil out of 
the U.S. Strategic Petroleum Reserves as the per gallon price of gasoline hit 
$5.02 on 6/10/2022. 
 
With higher interest rates, energy, and food costs up double digits, where is the 
money coming from to buy “stuff”?   
 
Short answer is credit cards and savings accounts. 
 
Per the U.S. Federal Reserve, credit card debt, the most expensive form of debt, 
hit yet another all-time high at just over $100 billion and up +13% versus last 
year.  Household debt now rests at the highest in history at a little over $16 
trillion. 
 
The Fed also noted a reduction in household savings amounts and arguably a 
complete meltdown in the household savings rate as it dipped from 8.5% on 
January 3, 2022, to 3% as of September 30, 2022. 
 
I believe the 1Q2023 PCE has the potential to turn negative.  Per J.P. Morgan 
Guide to the Markets (9/30/2022), PCE represents 68.40% of the entire U.S. 
economy.  Consumers could soon have less in credit card buying power and less 
in savings to buy stuff.  Thus, a GDP reduction. Of course, I hope I am wrong. 
 
Sign #1 remains negative. 
 

2) Indicator: Institutional Money Flow 
 Where to find it: www.lipperusfundflows.com   
 What to look for: Increasing or decreasing prices on high volume of large 

block trades 

 
(Negative) [Reduced from Positive to Neutral in June 2022, from Neutral to 
Negative July 2022] 
 
Per the Refinitiv Lipper U.S. Fund Flows report dated 11/1/2022 we continue to 
see net outflows from U.S. equity (stock) mutual funds.  The past month saw       
-$7.1 billion in outflows. 
 
Perhaps this observation will add perspective as to the “Where the heck are we, 
Jim?” question.  In 2021 every single month, except for a small outflow in June of 
2021, reported money flowing into equity funds, i.e., buyers. 
 

http://www.lipperusfundflows.com/
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For 2022, every single month, except a tiny inflow, in June of 2022, reported 
money out of equity funds. 
 
It is worth re-quoting J.P. Morgan Chase and Co.’s Chief Market Strategist, 
Marko Kolanovic, “equity mutual funds have now seen more money flow out of 
funds YTD than assets flowing in for all of 2021.” 
 
It is hard to argue against the fact that our media is heavily negative in how they 
choose to report on our economy, which pre-deposes Mr. and Mrs. 401(k) to be 
negative, i.e., scared = sellers.  Add on ten months of huge money flow out and 
that just provides social proof that the markets are headed south.  Yet, you will 
read below in Sign #6, S&P 500 Earnings per Share, 70% of S&P 500 
companies have beaten revenue estimates for 3Q2022, above both the one year 
and ten-year average, of 69% and 62% respectively. 
 
Money flow is suggesting (I did not add “strongly” in front of suggesting 
intentionally) contrarian opportunities to invest are surfacing, yet Sign #2 remains 
negative for now as the trend is still down. 
 

3) Indicator: Leading Economic Index (LEI) 
 Where to find it: www.businesscycle.com or https://www.conference-

board.org/data/bci.cfm 
 What to look for: Trends up or down for three to four months 

 
(Negative) [Reduced from Positive to Neutral in July 2022 and Neutral to 
Negative in August 2022] 
 
Here it is!  The big, fat, black fly in the ointment! There! I said it! 
 
I am referring to our peek around the economic quarter six to nine months in the 
future, May 2023 – August 2023, The Conference Board’s Leading Economic 
Index (LEI). 
 
What does it look like? 
 
  2022 LEI 
 January -.30% 
 February +.30% 
 March  +.30% 
 April  -.30%  ---------Begin “Death Rattle” here 
 May  -.40% 
 June  -.80% 
 July  -.50% 
 August -.30% 
 September -.40% 
 

http://www.businesscycle.com/
https://www.conference-board.org/data/bci.cfm
https://www.conference-board.org/data/bci.cfm
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The LEI is down -2.80% over the six-month period between March and 
September 2022.  This is a significant reversal from a +1.40% growth rate over 
the prior six months. 
 
Why does this matter?  The Conference Board’s Senior Director of Economics, 
Ataman Ozyildirim, said “persistent downward trajectory in recent months 
suggests a recession is increasingly likely before year end”.  Pretty sure “Ozzy” (I 
just made that nickname up) wants to keep his job and what he wanted to say 
was this quote from LPL Research on 10/21/2022. 
 

“Since the inception of the LEI Index, a decline of this magnitude over a 
six-month period always foreshadowed a recession in the coming 
quarters…If the economy falls into a recession, the cause will likely be 
from the consumer sector retrenching after years of inflationary pressure, 
high housing costs, and slow wage growth.” 

 
Note to self, that consumer sector “retrenchment” is why I left PCE, Sign #1 
above, as negative, when technically, it is not.  Sign #3 remains negative. 
  

4) Indicator: Employment rate and after-tax personal income 
 Where to find it: www.bls.gov 
 What to look for: A flattening, then downward trend in non-farm 

employment with a flattening to decreasing after-tax 
income would be a negative indicator.  The appropriate 
trend would, of course, be a positive trend indication 

 
(Positive) 
At this point in the economic cycle, it is reasonable to suggest our economy 
needs to create 200,000 new jobs per month.  We need to create about 100,000 
per month to hire young people entering the work force and 100,000 as rehires 
as we claw our way back from the Covid worldwide shutdown. 
 
This month the Bureau of Labor Statistics (BLS) reported an increase of 263,000 
new jobs.  This is on target and reasonable.  It was also positive to see the 4-
week moving average of initial claims for unemployment continue to drop from 
335,750 last year (9/28/2021) to 219,000 (10/27/2022).  This suggests people 
are both finding jobs and keeping them. 
 
Post WWII, labor costs have accounted for about twenty percent of the inflation 
rate.  Energy is also about twenty percent with government and consumer 
spending making up the balance.  Thus, the Fed watches labor cost impacts, i.e., 
new jobs and wages, very closely.   
 
Today, per the BLS Job Openings and Labor Turnout Survey (JOLTS Report), 
11/1/2022, there are 1.7 job openings available for each unemployed worker.  
This could be the best labor market in post-World War II history.  Fed voting 
member, James Bullard, recently suggested this gives the Fed the ability to 

http://www.bls.gov/
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aggressively fight inflation now.  Simply stated, a green light to increase interest 
rates even more. 
 
Long-time readers know I also track a little noticed statistic in the monthly jobs 
data released from the BLS, the CES Net Birth/Death Model.  This is a telephone 
survey of businesses that estimate jobs created or lost as reported in the 
summary.  This month the net was a loss of -172,000 jobs.  This is a huge 180-
degree spinout versus prior months’ gains of +340k, +213k, +64k, +309k and 
+109k new jobs added for April 2022 – August 2022 respectively.  So, the 
question becomes; A) Did this survey of business job creation just roll over and 
die in 30 days or, B) Did the data conveniently drop new jobs creation from what 
would have been an inflation busting 435,000 new jobs (reported new jobs 
+263,000 + 172,000 new jobs if not reduced by B/D model = 435,000)? 
 
I don’t know, but a thinking person would want to stay tuned, as clearly the job 
creation data is the Fed’s springboard into what we might expect from future 
interest rate increases. 
 
For now, Sign #4 remains a little too positive!   

 

5) Indicator: Durable goods spending 
 Where to find it: www.census.gov (Monthly Advance Report on Durable 

Goods Manufacturers’ Shipments, Inventories and 
Orders) 

 What to look for: An increasing or decreasing trend, especially a trend of 
four to five months out of six would be a positive or 
negative sign 

 
(Positive) [Barely…again] 
 
These long shelf-life items like non-perishable, non-fashion items are usually the 
first to show signs of a slowing economy.  Remember, these are items we can do 
without, if need be.  This month, new orders increased +.40%, or +.20% after 
adjusting for price increase.  Still positive, but up after two months of contraction.  
Hence, the “barely” positive.  Shipments, up sixteen of the last seventeen 
months, increased +.30%.  Inventories increased a modest +.20%, which for this 
pre-holiday season, is actually a little low, in my opinion. 
 
I don’t always make note of the unfilled orders detail, but this month it came in at 
+.50%.  That isn’t all that unusual until you observe these “on back order” items 
have been up for twenty-five consecutive months. 
 
Once again this is a reasonably good Durable Goods report.  Unless you look at 
the inputs and see all inputs were in contraction except non-defense capital 
goods, which surged 2% pulling up all the other inputs in contraction.  This data 
is the most recent, but it is for September 2022. 
 

http://www.census.gov/
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Knowing many Durable Goods purchases tend to be purchased on a payment 
plan (refrigerators, dishwashers, washers, dryers, etc.) and also knowing the Fed 
has increased interest rates dramatically since this data was filed, I think it is 
prudent to consider this data chain as weakening. 
 
As we see holiday shopping data overlap this data in the January 2023 report, I 
am of the opinion Sign #5 will be going neutral, especially after seeing the 
contraction in the LEI above in Sign #3. 

 

6) Indicator: S&P 500 Earnings per Share growth 
 Where to find it: www.standardandpoors.com 
 What to look for: Two quarters of S&P 500 earnings per-share growth, up 

being a positive trend and down being a negative trend 

 
(Positive) 
Clearly the economic inputs covered to this point, at the very least, are messy!  
Combined, they are meant to clarify the economic backdrop that Corporate 
America must operate in.  Clearly, the “C” suites of Corporate America see this 
type of data flow and combine it with what is happening in their companies via 
boots on the ground reports from out in the field. 
 
I continue to be pleasantly surprised by how brilliant Corporate America is in how 
they have managed through the post-pandemic years, like “no problem”, to 
record revenues, earnings, and profits! 
 
For example, as we entered 2021 Corporate America, as measured by the S&P 
500, was estimated to earn $170 per share.  By the end of 2021 the Earnings per 
Share (EPS) came in at $206+, up 21.12% above estimates.  Today, EPS rest 
right at $222 for 2022, +7.76% versus 2021.  Not too shabby! 
 
2023 is just about six weeks away and estimates for the S&P 500 EPS are $235, 
up 5.86% over 2022. 
 
Again, turn on your favorite news source at 10:00 p.m. and by about 10:07 p.m. 
you can stop.  There are just too many variables, unknowns and unpredictables 
in our world today.  Yet, we as a collective, get up each day and go to work, play, 
consume, etc.  All to the benefit of we the owners of Corporate America. 
 
Let’s plug in our quick calculation to assist us in determining where we are for 
“Fair Market Value” (FMV). 
 
To use “The Rule of 20” you just subtract the inflation rate from 20.  I will use the 
same inflation rate the BEA used in calculating the Gross Domestic Product 
(GDP) for the 3Q2022 “Advance Estimate”, released October 27, 2022, of 
+4.10%. 
 
The result becomes your multiplier and is multiplied by the respective year’s 
earnings per share to calculate the Fair Market Value (FMV). 

http://www.standardandpoors.com/
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This month’s calculation for inflation seems “off”.  Last month it was 9% and up 
from the prior month’s 10.10%.  Both inflation adjustments caused our GDP to be 
negative. 
 
Like magic, this month’s inflation rate used in the “Third Estimate” to make the 
GDP calculation “real”, resulted in, a positive GDP for 3Q2022.  Hmmm…as I 
said, sounds “off”.  But the calculation requires this number so here it is. 
 
We are very close to 2023, so let’s peek around the corner for our 2023 Fair 
Market Value (FMV) estimate. 
 

• 20 – 4.10 = 15.9x 

• 2023 S&P 500 earnings estimate $238.78 (Source: Yardini 
Research, 10/20/2002) 

• 2023 S&P 500 Fair Market Value estimate $238.78 x 15.90 = S&P 
500 FMV 3,796.60 

 
As of 11/4/2022, the S&P 500 trades at 3,770.55, right at FMV. 
 
The current 11/5/2022 price of the S&P 500 at 3,770.55 divided by earnings per 
share estimate of $238.78 equals a Price to Earnings (P/E) ratio, a measure of 
risk, of 15.79x.  Per JP Morgan Guide to the Markets 9/30/2022, the 25-year 
average P/E for the S&P 500 is 16x.  Thus, we rest today right at the 25-year 
average. 
 
Sign #6 remains positive.  

 

7) Indicator: Inflation/deflation numbers 
 Where to find it: www.bls.gov/ppi/ or www.bls.gov/cpi/ 
 What to look for: An interruption to the consistent but modest increase in 

the cost we all pay for goods and services 

 
(Negative) [Turned negative in May 2022] 
 
The Producer Price Index (PPI) measures inflation at the factory “input” level.  
This month’s data continues to support the fact that we have seen the peak of 
the inflation increases with input costs continuing to drop again this month.  More 
importantly, let’s look at the trend: 
 
   2022 PPI 
  January 10.10% 
  February 10.40% 
  March  11.70% 
  April  11.20% 
  May  11.10% 
  June  11.30% 
  July    9.80% 

http://www.bls.gov/ppi/
http://www.bls.gov/cpi/
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  August   8.70% 
  September   8.50% 
 
Again, I don’t write about it here very often, but the Commodity Research 
Bureau’s Raw Industrial Index (RIND) is a more “live” look at the “inputs” that 
make up the PPI.  This includes oil, but equally important, it includes copper, 
scrap metal, burlap, lard, tallow, and tin!  This is “real time” input data flow. 
 
Since the start of 2022, the RIND has dropped from 690 to 550, a reduction of     
-20.29%.  Basically, this is the leader of leading indicators, and it is in real time.  
So, a good sign.  (Note to self, it is not part of the input sign of labor costs noted 
above in Sign #4.) 
 
The Consumer Price Index (CPI) is meant to measure inflation at the household 
level.  This month’s CPI came in at +8.20% (very high), but again, let’s look at the 
trend: 
 
   2022 CPI 
  January 7.50% 
  February 7.90% 
  March  8.50% 
  April  8.30% 
  May  8.60% 
  June  9.10% 
  July  8.50% 
  August 8.30% 
  September 8.20% 
 
Certainly, the trend down is not as steep as PPI above, but it does lag the 
dropping inputs of PPI by several months.  Again, an improving trend, but still 
negative! 
 
Recall, housing is over 33% of the CPI data input and it is very sticky.  That just 
means it took two years to goose the CPI up as rents were renewed at higher 
rates and housing prices peaked.  It will be about the same amount of time to see 
that input recede, i.e., sticky! 
 
This month the first estimate of all the goods and services we produce as a 
country, the Gross Domestic Product (GDP) rose +2.60% for 3Q2022.  Don’t 
start the wave just yet!  Again, as in a few Signs above, a peek behind the 
headline number reveals data that is not all that strong.  In fact, almost all the 
+2.60% was from the falling trade deficit.  Rhymes with strong dollar! 
 
As written here for several months, we are in a recession right now!  There, I said 
it again!  That is not my opinion, it is a quantifiable fact from the man who 
invented the word recession and created its definition in a New York Times 
article, Julius Shiskin, Census Bureau Chief Economist in the 1970’s. 
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Shiskin’s definition of a recession was two consecutive contracting quarters of 
economic growth, i.e., negative GDP.  Per the Bureau of Economic Analysis 
(BEA), our GDP was -1.60% in 1Q2022 and -.90% in 2Q2022.  Per “the guy” who 
invented the word, we are in a recession. 
 
Yes, 3Q2022 reported +2.60% GDP, as noted above.  But the inflation rate 
calculated to make it “real” was 4.10!  Where did that come?!  For the 1Q2022 
GDP calculation the inflation rate was 10.10%.  For the 2Q2022 GDP calculation 
the inflation rate was 9%.  All from the BEA website.  Fact! 
 
Not buying the +2.60% real GDP growth and 4.10% inflation, we remain in a 
recession and Sign #7 is negative. 
 
The Rule of 20 is in this calculation implying, and using, a price/earnings ratio, 
which is the valuation ratio of a company’s current share price compared to its 
per-share earnings.  Thus, 18x the expected Earnings per Share.  Both EPS and 
the multiple of 18 could drop.  The earnings could be reduced due to the 
consumers spending less.  The multiplier of 18 could drop to, say 8 for example, 
if investors were to get scared and become risk adverse.  All of a sudden 8 x 
$238.78 turns the 3,796.60 2023 FMV into 1,910.24 and even worse if earnings 
were to drop below the example of $238.78/share!  This is the multiplier risk and 
earnings risk I personally worry about.  It may never occur, but what an 
unfortunate event it would be if it did, and we had not prepared for it as a 
possibility.  Thus, I am glad we have! 

 

   

 
The opinions voiced in this material are for general information only and are not 
intended to provide specific advice for every client. 

 
All performance referenced is historical and is no guarantee of future results.  All 
indices are unmanaged and cannot be invested into directly. 
 
•The economic forecasts set forth in the presentation may not develop as 
predicted and there can be no guarantee that strategies promoted will be 
successful.  
•Stock investing involves risk including potential loss of principal 
•Government bonds and Treasury bills are guaranteed by the US government as 
to the timely payment of principal and interest and, if held to maturity, offer a 
fixed rate of return and fixed principal value.  
•The Dow Jones Industrial Average is comprised of 30 stocks that are major 
factors in their industries and widely held by individuals and institutional 
investors.  
•The Standard & Poor’s 500 Index is a capitalization weighted index of 500 
stocks designed to measure performance of the broad domestic economy 
through changes in the aggregate market value of 500 stocks representing all 
major industries. 
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