
Hi {Firstname},

MWM Quarterly: Q4 2021

Happy New Year! 2021 was another year not to forget. COVID with us,
leaving us, back again, vaccines, boosters, a new President, Oregon a
new coach, Oregon State in a bowl, stock market up, stock market
whacky, we had it all this year!

Not to mention, Santa took his time this year to rally the market. Santa
usually brings, not just toys for my girls, but a nice green screen on my
computer full of up stocks! December started to feel more like the green of
the Grinch, but, as he loves to do, Santa came through in the end.

Greg's Glimpse: 

It is not surprising that stocks would be facing some year-end head winds.
First, it has been an incredible year for stocks, the Nasdaq and Dow
Jones both up in the teens, and the S&P 500 up over 20%! But, under the
hood, how do things look? As many of you have heard me say, six stocks
make up over 25% of the S&P 500 right now, Apple, Microsoft, Amazon,
Alphabet (A and C shares), Meta (Facebook) and Tesla. Those six stocks
are up 35.46%, 49.22%, 4.21%, 64.40%, 21.49% and 48.84% the past
year, respectively. What this has done is push valuations of S&P 500
stocks to the top of their 15-year average. That makes it tough to grow,
grow, grow. Valuations have not mattered on the stock market this past
couple of years, as the FED has buoyed the markets and economy, and
Congress has pumped in stimulus, for good reason, facing a major global
pandemic.

However, things are changing. The FED announced this week they are
going to accelerate the taper of their bond buying support, end this round
of quantitative easing (QE# who knows?!?), and raise interest rates
beginning in 2022, all in an effort to fight this persistent inflation and give
policymakers some options when we have our next recession, which will
happen. This will make life tougher for stocks, but tougher does not mean
all bad. In fact, according to American Funds, when inflation remains
below 6% and above 0%, stocks have had very robust returns of greater
than 8%. Also, according to reporting by CNBC, over the past 35 years,
the average gain on “the” market is 2.6% 250 days after the first FED rate
hike, and back to “normal” 500 days after the FED rate hike cycle, with an
average return of 14.4%. You may endure the 2.6%, but are rewarded
with the 14.4%.

What is certainly going to continue helping stocks is the staggering
amount of liquidity in the financial system, and the relatively low interest
rates. Even if the FED raises rates, they are nowhere near historical
averages. Also, thus far, corporations have shown an incredible ability to
pass on cost increases to consumers (unfortunately for most of us!), so
profit margins have not gone down nearly as much as many had thought.
Why? While the savings rate for American households has come off its
pandemic peak, the NY Times reported, according to Moody’s Analytics,
households still had $2.5 Trillion, that is “Trillion” with a “T”, of overall
excess savings as of October. Wow. That money, as we all know, will be
spent, and will filter through the system and into corporations. Assuming
no more major COVID setbacks (that is a big “assuming”), that will help
stocks.

Well, this was considerably more wonky than my usual quarterly write
ups…and I didn’t even talk about bonds!

Lastly, thank you. Thank you to all of you who make our job so enjoyable.
We truly believe we work for and with the most wonderful people. Cheers
to a wonderful, healthy, prosperous 2022.

*****************************************************************************

Content in this material is for general information only and not intended to
provide specific advice or recommendations for any individual. All
performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and may not be invested into directly.

All investing involves risk including loss of principal. No strategy assures
success or protects against loss. There is no guarantee that a diversified
portfolio will enhance overall returns or outperform a non-diversified
portfolio. Diversification does not protect against market risk. Stock
investing includes risks, including fluctuating prices and loss of principal.
Bonds are subject to market and interest rate risk if sold prior to maturity.
Bond values will decline as interest rates rise and bonds are subject to
availability and change in price.

The economic forecasts set forth in this material may not develop as
predicted and there can be no guarantee that strategies promoted will be
successful. 
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