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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 July 2022 
 

Summary 

 
Epilogue as a Prologue 
 
It made sense to me to start this month’s very quick shift in the data flow, from 
positive to negative, with some observations, thoughts and action ideas. 
 
In a very unusual, as in I have never seen it in four decades, or heard of it 
happening, our economic backdrop has quickly shifted toward contraction.  In my 
opinion, one key observation is to ask if it is possible that current market 
valuations, after a price reduction of -20% to -40%+ depending on which index 
you choose to measure, have priced in much of the negatives you are about to 
read.  Recall that for the last several months, that has been my question; how 
much of this is already known and therefore already in the reduced prices. 
 
Thus, it would not be unexpected to see market values steady here.  Through 
July and August, the Federal Reserve is widely expected to increase interest 
rates to fight inflation.  If they don’t, or reduce the rate increase below 
expectations, this could be a positive catalyst that suggests the lows for this 
negative market are in.  Personally, we are planning to sit on the cash we have 
raised with the intent to invest before a likely vicious mudslinging mid-term 
election on November 8, 2022.  But that reallocation is open to change as data 
flow dictates. 
 
Early this year, in several issues of The Weekly Updates that I write and post to 
our WSG website every Friday, except that one time, I suggested holding your 
cash, even at negative real return rates.  We wanted to wait for this draw down to 
run its course, as they “always” have, or we wouldn’t be correcting from an all-
time high valuation. 
 
The action point was to then use the current cash plus any new cash deposits to 
thoughtfully add to our investment positions during the potential summer volatility 
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into fall 2022.  That plan is still the plan.  If you choose to add cash this could be 
a good point to act. 
 
I hear you asking!   
 
“Jim, is it really possible that we are clicking along the bottom of valuations 
here?”  Well, the DJIA crashed on October 19, 1987, from a price to earnings 
ratio of 24x.  Price divided by earnings (P/E ratio) is a measure of risk.  24x was 
high.  So, as you will review the current P/E ratios below from my friend, Mike 
Williams at Truvestments on 6/11/2022, ask yourself this, crash to what?  
Rhetorical, but worth asking. 
 
Current Price to Earnings (P/E) ratios: 
 
 S&P 500 with technology:   16.70x 
 S&P 500 with no technology:  11.80x 
 Large Cap Growth:    10.90x 
 Small Cap 600: (already crashed)  6.95x 
 
Again, versus 24x in 1987. 
 
In my opinion, there could be some serious opportunities to invest going into this 
fall.  The only mental mind trip will be that if you choose to take the opportunities, 
you will feel a little sick doing it and you won’t know if you/we were correct for 
about two years.  I know this feeling from prior experience, and each turned out 
to be a profitable window.  Personally, I am getting excited for these moments of 
truth. 
 
End of Epilogue! 
 
Prologue 
 
As humans there are two things we can’t look at directly, the sun and the truth. 
 
In the 41 years I have been in this chair, I have never seen the economy get so 
sideways so fast. 
 
No one knows the future, including The Seven Signs of a Changing Economy™, 
so please understand this month’s data flow is not positive.  Yet, it begs the 
question, once again, what part of this data flow is already known and priced in?   
 
No one knows! 
 
In the spirit of not making our client family poor, we have already taken proactive 
steps to mitigate risk and increased cash levels to have cash available for 
reallocation as opportunities potentially unfold. 
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Just thirty days ago in The Seven Signs June edition, I suggested with source-
cited facts, that a recession was unlikely.  I was incorrect!  Per the data detailed 
in Sign #7 below, Inflation, Deflation and Gross Domestic Product (GDP), we are 
95% likely already in a recession as of the June 30, 2022, per the Atlanta Federal 
Reserve GDPNOW report. 
 
To add economic insult to injury, Sign #1, Personal Consumption Expenditures 
(PCE), our 800-pound economic gorilla has turned negative.  As you will read, 
when government policy flips the energy switch to “off”, the economy, which of 
course requires energy for everything, turns down and then off over about two 
years as a result of high energy costs increasing inflation.  Increased household 
costs from inflation simply translates into fewer dollars available for we normal 
folks to go out and buy “stuff”, which is what Sign #1 measures. 
 
Thus, Corporate America will likely have to recalibrate to maintain profits, which 
support market valuation.  I have shared a real time Fair Market Value (FMV) 
estimate and a rather sobering FMV comparison using recession reduced 
earnings in Sign #6 below. 
 
Our “peek around the corner” six to nine months in the future is the Conference 
Board’s Leading Economic Index (LEI).  It has been reduced to neutral from 
positive.  It was a coin toss for a possible “skip neutral and just call it negative”, 
but I will let my time-tested data trend complete its contraction before we go 
negative.  Highly likely Sign #3 goes to negative next month. 
 
Sign #4, Jobs Creation, is worth your time to read.  In Sign #4, I have tried to 
concisely summarize why our current solid job creation will likely be the key to 
keeping it a “moderate” recession.  Keep in mind past recessions have led to 
wave after wave of lost jobs.  This one will likely be a different beast. Not as 
destructive, and less understood. 
 
The earnings for Corporate America remain solid.  But, The Seven Signs, that 
have been tested over decades, suggest the sand is quickly shifting under the 
feet of Corporate America’s profits.  Still positive but shifting! 
 
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 
 
The Wealth Strategies Group was founded by James O. Lunney under the 
guiding principle that comprehensive wealth counseling combined with 

mailto:Jlunney@wealthstratgroup.com
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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 Thursday, September 15, 2022.  Historically, I 
don’t host a call in August, as the data flow is slow.  If it is needed, I will 
send out a call invitation. 
 
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] 
 
In last month’s update of The Seven Signs of a Changing Economy™, this key 
sign, our 800-pound gorilla in the room, was reduced from positive to neutral.  
Consumer spending drives our economy and as of last month high income/net 
worth folks were still spending while lower income/net worth households were 
becoming strapped by increased food, fuel and rent cost increases. 
 
This became very clear when both Target and Walmart reported lower earnings 
and also predicted lower earnings going forward, causing the valuation of each to 
drop from an annual high by 48% and 24% respectively.  That’s a lot! 
 
It is my understanding that Restoration Hardware sells high end home 
furnishings to high income/net worth households, and they recently guided that 
their earnings could be reduced “significantly” going forward.  The valuation of 
their shares has dropped 72% from last year. 

http://www.wealthstratgroup.com/
mailto:JLunney@wealthstratgroup.com
http://www.bea.gov/
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The data clearly shows that over the last year inflationary pressures have 
dampened consumer confidence, yet, as I have written here quite often, 
consumer confidence is not consumer demand, until now! 
 
For sure, this small data set is not large enough to suggest consumers are 
pulling back significantly on discretionary spending as a result from inflation 
taking the discretionary funds away.  Or is it?!  When combined with the Leading 
Economic Index (LEI), Sign #3 below, and Gross Domestic Product (GDP), Sign 
#7 below, it is enough for me to change Sign #1 to negative, even though my 
own criteria suggest not to. 
 
As you know, I love trends.  This one is messy, but here it is. 
 
  Personal Consumption Expenditures (PCE) 
   2021    2022  
   October      +.30%  January +1.30% 
   November   -.10%  February     0 
   December -1.40%  March      +.30% 
       April      +.30% 
       May       -.40% 
 
So, per the green box above we do not have three monthly decreases.  However, 
the anecdotal and quantifiable data flow strongly suggests that we don’t assume 
that consumer spending will pull us out of this downward spiral. 
 
I know our client family loves these monthly updates because they tell us they 
do.  Yet, selfishly, I write them for me and our WSG team, to gain more clarity 
around how to best allocate our clients’ assets and to which investment positions. 
 
For investors, it is critical to understand what the consumer is doing, because it 
will eventually show up in the profits of Corporate America.  And that is when the 
valuations impact our portfolio valuations.  In Sign #6 below, I have detailed that 
more clearly. 
 
Sign #1 is now 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] 
 
Just last month this key sign was reduced from positive to neutral.  As we left 
May 2022 the S&P 500 was down -16.50%.  It is generally accepted that a 
reduction of -20% from the last high is considered a bear (negative) market.  It is 

http://www.lipperusfundflows.com/
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a serious number as it is a trend, yet if you are like me, you kind of roll your eyes 
as this rule of thumb suggests -19.80% is positive but -20.10% is not! 
 
But the trend is our friend and at -20% the trend is negative and suggests caution 
and action to preserve assets.  So, we have completed another round of raising 
cash.  Just like prior negative trends, it is thoughtful to preserve assets by raising 
cash with the intent to carefully reallocate for the next trip up to higher valuations. 
 
As you read this month’s Seven Signs you will observe that our economy has 
gotten sideways, really sideways, very fast.  These Seven Signs combined 
suggest the volatility is not over.  It could get worse, then like other volatile 
periods we could have an equally volatile updraft.  I suggested this was going to 
be a long, hot and tough summer.  Here we are! 
 
Sign #2, like Sign #1, is negative.  Not good. 
 

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 

 
(Reduced from Positive to Neutral in July 2022) 
 
As we left last month, I finished Sign #3 with this final sentence, “Without a 
positive read next month it (Sign #3) will be reduced.”  The most recent report 
came in at -.40%.  Thus, Sign #3, LEI, is being reduced from positive to neutral. 
 
Per the box above, if this data flow is trending down for three to four months it is 
considered negative.  Here is the data flow for the last seven months. 
 
  2021    2022 
  November +1.10%  January   -.30% 
  December   +.80%  February +.30% 
      March      +.30% 

     April        -.30% 
     May       -.40% 

 
The Conference Board is the creator and tracker of the ten input components 
that make up the Leading Economic Index (LEI).  In just a few short months the 
data flow has gone from solid growth to last month’s “Flat, Flat, Flat”, to negative. 
 
Historically, LEI has a very good track record of suggesting, what the economic 
backdrop will look like six to nine months in the future, i.e., November 2022 
through February 2023.  Corporate America must prepare to operate in whatever 
environment shows up. 
 
Historically, each year will have about three negative months, one neutral and 
eight growing.  “Normally” the moves are between +/-.20% to +/-.50%.  These 

http://www.businesscycle.com/
https://www.conference-board.org/data/bci.cfm
https://www.conference-board.org/data/bci.cfm
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moves are inside that normal, but the trend is not creating confidence going 
forward. 
 
Most everything related to a growing economy requires chemicals as part of the 
manufacturing creating process.  Chemical manufacturing output has reduced to 
barely growing at a +.50% on a three-month moving average (3MMA).  Still 
positive, yet not robust by any stretch. 
 
Sign #3 is being reduced from positive to neutral.     

  

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) 
 
New jobs creation remains strong.  And why wouldn’t it remain strong?!  Our 
labor market, according to the Bureau of Labor Statistics Job Openings and 
Labor Turnover reports (JOLTS) on 7/8/2022, reports our economy now has 
roughly 2 job openings for each unemployed worker. 
 
This month 372,000 new jobs were created in our economy versus the 
economists’ consensus estimate of 250,000.  Yes, another economist “miss” of a 
cool 48%.  You already know what I think, so I’ll skip that paragraph! 
 
As you would suspect, the “all news is bad news” journalist community reported 
this as bad news.  Of course, if jobs created were low, well, that too is bad news! 
 
The reality is that more jobs created does suggest inflation could remain high, 
opening the door for the Federal Reserve to increase interest rates again at both 
their July and August meetings. 
 
At the same time, should fewer than expected jobs be created, well, that’s bad 
too!  This would suggest that we are headed toward a contracting economy, i.e., 
a recession. 
 
Fed Chairman Powell has publicly outlined that current Fed policy is to reduce 
inflation, even if it causes higher unemployment or a recession. 
 
When I read between Powell’s lines, what I see is more of a statement to expect 
additional interest rate increases, maybe a reduced unemployment rate and 
probably a recession. 
 

http://www.bls.gov/
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Bad news, per Sign #7 below, the 1Q22 GDP contraction of -1.75%and the 
Atlanta Fed GDPNOW report of June 30, 2022, at -1.90% suggest our economy 
has contracted for two consecutive quarters, which, by definition, is a recession. 
 
The silver lining here, and why Sign #4 remains positive, is that with more people 
working, the recession we are likely in should remain shallow.  The not so silver 
lining is that we could land in the not so pleasant economic spot referred to as 
stagflation.  Stagflation is, in simple terms, an economy that does not grow after 
adjusting for inflation.  If we land in stagflation, it could take a few years, or more, 
to get back on the economic growth track. 

 

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) 
 
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’s new orders, up seven of the last eight months, increased +.70%.  
This is a solid increase, especially based on what we saw above in Sign #1, 
Personal Consumption Expenditures (PCE). 
 
Shipments, up twelve of the last thirteen months, increased +1.30%.  This is an 
equally solid increase.  Unfilled orders, up twenty-one consecutive months, was 
up +.30%.  Also, solid. 
 
Three “solid” inputs equal a solid (positive) report.  Our Sign #5, Durable Goods 
Spending, is The Seven Signs “canary in the coal mine”.  This data strongly 
suggests our canary is full of oxygen and there is no reason to leave the coal 
mine. 
 
Personally, I am a “the glass is half full” kind of guy.  But let’s consider the glass 
is half empty for a moment.  This most recent report on spending is for May 
2022.  It lags in reporting as the data gets collected.  In May of this year, we were 
getting our first reports post Delta variant lockdowns for certain parts of America.  
Thus, some pent-up demand in this data flow. 
 
These products are largely affected by fragmented supply chain issues.  Our 
dishwasher, a durable item, broke.  In years past, you shopped around, found 
your favorite model and price before it was installed later the same day or 

http://www.census.gov/
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tomorrow.  Not this time!  We had one choice, their price, installation in one 
month and that was if I could find an installer! 
 
The point?  I believe this lagging data flow is being more positively impacted 
versus what is happening today.  This is an important sign, and it is positive, yet 
we must be honest with why it is Sign #5 versus Sign #1!  It lags in suggesting 
where we are in the economic cycle. 
 
And, since we are being honest here, the reality is that our economy has gotten 
sideways really fast, i.e., in about the last sixty days.  Close to the lag time in this 
data being reported. 
 
Sign #5 remains positive, because it is, but it feels like change is in the wind.  We 
will see! 

 

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) 
 
Since I started writing The Seven Signs of a Changing Economy™ updates, as 
the “tail” end data flow to my best-selling book, Surviving the Storm (McGraw-Hill 
2007), fifteen years ago, there has always been an “*” disclaimer at the end of 
these reports. 
 
If you’re “normal” you likely have never read it!  But now it matters, so I will open 
with the significance of that “*” now. 
 
*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.  Both EPS and the multiple could drop.  The earnings could 
be reduced due to the consumers spending less. 
 
The multiplier, or how much an investor should pay for a company based on their 
earnings, would be less in a weak economic back drop. 
 
Above in Sign #1, Personal Consumption Expenditures (PCE) it is becoming 
clear that inflation is reducing PCE.  As you will read below in Sign #7 
(Inflation/deflation and GDP), our economy is now in a recession.  The widely 
accepted definition of a recession is two consecutive negative (contracting) 
quarters in economic growth.  The normal “wild card” is how much or how little do 
you pay for a company’s future growth without knowing how deep or how long a 
recession might be. 
 
Let’s run the FMV numbers two ways to help us gain more clarity on both where 
we are for “Fair Market Value” (FMV) now and where we might be in November 

http://www.standardandpoors.com/
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2022 as the inflation, interest rate hikes, recession and political mudslinging 
collides. 
 
To calculate FMV, I will use “The Rule of 20”,  a commonly accepted quick 
calculation. 
 
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 1Q2022 “Third Estimate” released June 29, 2022, of +7.60%. 
 
The result becomes your multiplier and is multiplied by the respective year’s 
earnings per share to calculate the Fair Market Value (FMV). 
 
This month’s calculation is going to sting once again as the inflation rate remains 
elevated at +7.60% and up from +4.40% a few months ago. 
 
Take a peek! 
 

• 20 – 7.60 = 12.40x 

• 2022 S&P 500 earnings estimate $239.93 (Source: Yardini Research, 
6/27/2022) 

• 2022 S&P 500 Fair Market Value estimate $239.93 x 12.40 = S&P 500 
(FMV) 2,975.12 

 
As of 7/6/2022, the S&P 500 trades at 3,831.44, or a 28.78% premium to S&P 
500 (FMV) of 2,975.12. 
 
The current 7/6/2022 price of the S&P 500 at 3,831.44 divided by earnings per 
share estimate of $239.93 equals a Price to Earnings (P/E) ratio, a measure of 
risk, of 15.97x.  Per JP Morgan Guide to the Markets, 3/31/2022, the 25-year 
average P/E for the S&P 500 is 16x.  Thus, we rest today at the 25-year average. 
 
The multiplier of 12.40x above seems reasonable to use in our “what about a 
recession” comparison.  So, the question could be how much of a reduction do 
the earnings of Corporate America take in a moderate economic contraction?  
Let’s suppose a 15% reduction is reasonable.  Here is what that might look like 
on an FMV comparison. 
 

• 20 – 7.60 = 12.40x 

• 2022 S&P 500 earnings estimate (reduced by 15%) would be $203.94 

• 2022 S&P 500 Fair Market Value estimate of $203.94 x 12.40 = S&P 500 
(FMV) 2,528.87 

 
Like above, the S&P 500 on 7/6/2022 trades at 3,381.44, or a recession adjusted 
premium of 51.51%.  With adjusted EPS the current price to recession adjusted 
EPS, the P/E ratio, would be 18.78, still about a 17.41% premium to the 25-year 
average of 16x.  Ugh! 
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As you know from the WSG Weekly Update, The WSG monthly conference call 
and these Seven Signs, “the” question is this:  Are these “knowns” and already 
built into the current valuations?  No one knows and no one knows the future, so 
we remain very focused on corporate earnings, which, for now have not 
contracted.  Sign #6 remains positive, yet the data flow suggests they are under 
pressure. 

 

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 suggests we may have seen the peak of input costs, yet it still 
reads negative.  Two months ago, PPI was 11.20% YoY.  Last month +10.90% 
YoY and this month +10.80% YoY. 
 
The CRB Raw Industrials Index appears to have crested and is reversing, at 
least for this most recent posting, down nearly 10% from the all-time high!  This is 
a good sign, as it precedes the PPI reading by about three months. 
 
The Consumer Price Index (CPI) is meant to measure inflation at the household 
level.  This month’s CPI increased at an annual rate of +8.60% versus last 
month’s +8.30%.  We are likely to see this CPI of +8.60% start to go down based 
on the PPI data flow above. 
 
Housing is measured in the CPI as Owners Equivalent Rent (OER).  Over the 
last few years, as we all know, housing prices have continued to increase.  It 
takes about 18-24 months for this cost to catch up to the OER being reported.  
Some of this delay is the result of rental contracts maturing.  Unfortunately, we 
are now seeing “bidding wars” for rental property much like we have experienced 
for the last few years in the housing market.  So, when I say above “start to go 
down” it is not months, but over the next few years. 
 
On July 29, 2022, the Bureau of Labor Statistics (BLS) will release the 
Employment Cost Index Summary.  It is only released quarterly, and much has 
unfolded in all things labor cost since the last release on April 29, 2022.  Former 
Federal Reserve Chairman Alan Greenspan referred to this report as his favorite 
inflation indicator. 
 
When this report was released last April (2022) for data through March 2022, it 
came in at a very hot +4.50% versus the same period, i.e., YoY, of +.1% in 2021.  
Another “hot” report could be problematic on the inflation forecasting front.  We 
will know on July 29, 2022. 
 

http://www.bls.gov/ppi/
http://www.bls.gov/cpi/
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As detailed above in Sign #6, we are likely already in a recession, which is two 
quarters of contracting economic activity.  On 6/29/2022 the Bureau of Economic 
Analysis (BEA) released their “Third Estimate” of Gross Domestic Product (GDP) 
for 1Q22 at -1.57%.  That’s one contracting quarter. 
 
On 6/30/22 the Atlanta Fed’s “GDPNOW” model reported real second quarter 
2022 (2Q22) GDP at -1.90% before making it “real”, i.e., adjusting for inflation.  
Just for fun, if we use the BEA 3Q22 inflation rate to make this GDPNOW 
estimate “real” it would suggest 2Q22 GDP is –10.10%!  (GDPNOW at -1.90% 
less the “Third Estimate” of 1Q22 inflation rate of -8.20% equals an estimated 
2Q22 real GDP contraction of -10.10% on top of 1Q22’s -1.57%.)  Potentially a    
-11.67% contraction to GDP and for sure, based on Federal Reserve supplied 
data, two contracting quarters of GDP, i.e., a recession. 
 
Sign #7 remains negative, with only a few data points that could slow down the 
contraction, suggesting either stagflation or worse ahead.  

 
*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 
$239.93 turns the 2,975.12 2020 FMV into 1,919.44 and even worse if earnings 
were to drop below the example of $239.93/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 
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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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