
 
April 27, 2022 

We’ve Come (Back) a Long Way Since 2019 

Stocks tumbled last week, and bond yields rose as headwinds 
empowered by many factors tied to monetary policy, inflation, and 
growth concerns rattled investors. Also: 

• The bond market took its toll on many asset classes. US Stocks 
sold off—even the energy and commodity-sensitive group took a 
lickin'. 

• International stocks also went to new lows- especially in China 
where it seems to be going from one shut down to another. 

• Bonds got hit once again as interest rates moved up to the magic 
3% number. 

• And last, commodities finally took a much-deserved breather after 
an almost straight-up move. 

• Must I forget Cryptocurrency? Cryptocurrency had the largest 
financial exodus seen since its popular existence. 

There's nothing like a brace of uncertainty to cause a surge of worry. Thus 
far, 2022 has been a year in which equities and bonds have had the 
proverbial "kitchen sink" hurled at them. Given all this, the US equity 
market is about where it should be; beat up but not dead.  

No one can say that the Federal Reserve can't do the impossible. Many 
believe that Jerome Powell and the Fed are well behind the inflation curve 
and have a lot of catching up to do. It is always easy to throw stones such 
as this but think back to COVID. What does the Federal Government do 
when we have an unprecedented and immediate shutdown of virtually all 
parts of the economy almost overnight? The Fed prints money to put a 
bandage on the consumer that is still recovering from the financial crisis 
of 08-09. As a result, consumer prices are up 8.5% from a year ago, the 
largest increase since 1981. 

While the Fed has been talking tough and lifted the funds rate by a 
quarter percentage point in March, overall monetary policy remains very 
loose. But could it be that we have reached a high point in inflation? 
Quite possibly from the recent rollover from the high in the 10-year and 
30-year Treasury yields are signaling a decrease in the growth rate of the 
economy. 



 
The famous technician, Larry Williams, who is often quoted on Jim 
Cramer's Mad Money, does a lot of cycle work. In his cycle of inflation 
forecasts, we are at the top of a cycle currently. So, is it time for the 
inflation scare to back off a bit? Should we see CPI starting to go down?  

• 10-year & 30-year interest rates ran out of gas at just under 3%. 
This would indicate that GDP has lost its steam and that the 
economy may start to slow its growth rate. I am not saying go into 
recession, but possibly slow its growth rates to a more palatable 
2.5-3.0% rate that is much more easily managed by the Fed.  

• The US Dollar vs. almost all foreign currencies is trading at a 
multi-year high. This tends to indicate a voracious appetite for US 
Dollars and Dollar denominated Treasury paper by the foreign 
investor. The downside is that it makes everything we manufacture 
stateside more expensive to those who import our goods and 
services, and this is sure to slow the consumption. This is not even 
taking into effect the drastically higher prices being paid for food 
and energy outside the US.  

• Commodities in general as well as fertilizer are at stratospheric 
levels which translates into much higher food costs than we are 
already seeing across the globe, and this is sure to lead to 
economic slowdowns bordering on food depressions. This is 
without considering Biden's foolish desire to raise 
Ethanol percentages to 15% from 10% in consumer gasoline. 
Clearly, he didn't think about the fact that Ethanol is made from 
corn and corn uses a tremendous amount of Nitrogen fertilizer 
which is made from natural gas. Oops… Let us not even bring up 
the fact that Monday night Biden curbed the Trump initiative to 
open more drilling in the Arctic. The irony being it has accelerated 
drilling in many areas given the surge in oil prices. So why destroy 



 
domestic drilling and force greater dependency on oil importation 
from the likes of Russia? 

On this last point on commodities, food remains a serious and growing 
issue. On Friday, April 22, a couple of stories underscored the issues with 
food: 

• The World Bank warned of a global food crisis due to the 
Ukraine/Russia military incursion, calling it a "crisis in a crisis."1 
Actually, the food crisis is the crisis. The Rockefeller 
Foundation predicts a 'massive and immediate food crisis on the 
horizon.'2 

• What I find unsettling and sinister is since November 2021, the 
most recent count shows that almost 20 fires have occurred at US 
and Canadian food processing facilities. I did not think much of it 
until I read about the two fires in Russia on Thursday (4/21/22) at a 
military facility and a chemicals plant. The fires started within 
hours of each other, and the causes are unknown.3 

• The last strange occurrence last week was on Friday afternoon 
when Indonesia announced an export ban for edible oils and 
products.4 Peru is already experiencing unrest. Sri Lanka is about 
to collapse and there are sure to be more agriculture-related 
problems coming down the pipe.5 Where this is headed, I have no 
idea. One thing is that energy can be stored and has a long shelf 
life. Food is needed now and in the absence of processed or 
packaged food, this is something we simply can't go without.  

                                                           
1 https://www.bbc.com/news/business-61171529 
2 https://www.yahoo.com/now/rockefeller-foundation-shah-sees-massive-
180754075.html 
3 https://www.newsweek.com/russia-fires-tver-defense-chemical-iskander-dmitrievsky-
1699970 
4 https://www.reuters.com/business/indonesias-palm-oil-export-ban-leaves-global-
buyers-with-no-plan-b-2022-04-25/ 
5 https://www.nbcnews.com/news/latino/deadly-protests-peru-people-take-streets-
high-costs-inflation-rcna23591 



 

 

The Inflation Cycle Forecast chart shows the current cycles going back to 
the mid-1980s. As can be seen to the far right, inflation should start to 
decline around June/July. When inflation peaks and begins to come down 
it is a very strong buy signal for equities going back to the 1950s! When 
inflation rolls over we are generally in a place of stock market lows. Larry 
Williams went on to show a chart of Inflation Peaks vs. US equity market 
lows seen below. This chart takes us back to the 1950s action mentioned 
above. What is interesting is that when we come off a spike in inflation 
highs it usually coincides with great times to commit to the equity 
market.

 

It would seem only fitting then to show where the S&P 500 currently sits. 
As Andrew Adams so aptly inserts the term DANGER right at where we 
currently sit (see picture below), it is important to look at the RSI chart in 
the lower portion that reflects that the intensity level of the decline seems 
to be losing steam. Again, right at the time of the circled points above. The 
S&P 500 is clear back to where it was in May 2021. What I find important 
about this is that we have experienced fairly aggressive upside earnings 



 
reports and future forecasts since that time. Both of these tend to indicate 
that with earnings up and prices contracting, valuations are declining and 
therefore making companies more attractive. Can this contraction go on 
for some time? Of course, it can! Hence I am far from a place of telling 
investors to put the pedal to the metal and instead of the feeling that if 
the markets are putting in a durable bottom, we should have plenty of 
time to build positions like the bull market that has been in place since 
2009 appears to have more than a few more years to run.  

 

The last point that I would like to make is about the chart of the US 
Presidential Cycle (I have referenced this chart numerous times in past 
newsletters). We are smack dab in the middle of the mid-term year that 
has historically not been particularly friendly at the time but has been a 
nice setup going forward. 

 



 
In Jeff Sommers' Strategies column in the Sunday New York Times, 
titled Why Midterm Election Year Are Tough for the Stock Market6, he ends with 
the question, "What are we to make of all this?"  

As shown in the above chart, since 1929, the second half of the year tends 
to show a nice rebound and a rally next year tends to be a pretty high 
probability- actually the third year of the cycle tends to be the best. He 
goes on to say that if the Fed tightens too quickly it could throw the 
economy into recession and that this would probably not be helpful to the 
equity markets. To me, Fed Chair Powell seems to be a pretty smart guy 
that isn't swayed by political agenda. He should be addressing inflation at 
a measured pace and if he sees signs of a slowdown in GDP, Labor rates, 
or inflation in general, he is probably not going to be hasty at raising the 
rates unabated. Time will tell. 

  

                                                           
6 https://www.nytimes.com/2022/04/22/business/stocks-elections-midterm-biden.html 
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Important Disclosures:  

The opinions voiced in this material are for general information only and are not 
intended to provide specific advice or recommendations for any individual. To 
determine which investment(s) may be appropriate for you, consult your financial 
professional prior to investing. All performance referenced is historical and is no 
guarantee of future results. All indices are unmanaged and cannot be invested into 
directly. 

All information is believed to be from reliable sources; however LPL Financial 
makes no representation as to its completeness or accuracy.  
 
Investing involves risks including possible loss of principal. 
 
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. 
 
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 Nasdaq-100 is a large-cap growth index. It includes 100 of the largest 
domestic and international non-financial companies listed on the Nasdaq Stock 
Market based on market capitalization. 

The Russell 2000 Index is an unmanaged index generally representative of the 
2,000 smallest companies in the Russell 3000 index, which represents 
approximately 10% of the total market capitalization of the Russell 3000 Index. 

This information is not intended to be a substitute for specific individualized tax 
advice. We suggest that you discuss your specific tax issues with a qualified tax 
advisor. 

 


