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Thoughts from the Holy City – December 2021 

“Given the choice, would you rather save time or money? Most people focus on dollars. But how you spend your time is much 

more important than how you spend your money.” 

                                                            ~ John Maxwell  

 

November ended with the equity markets selling off as new fears of the new Omicron Covid-19 variant 

surfaced, and the Federal Reserve provided guidance on its tapering program.  As of the close of Friday The 

NASDAQ was down 6.1% and the S&P 500 was down 3.5% from their recent all-time highs. The yield on 

the 10-year Treasury has also fallen from 1.67% to 1.35%.   The recent pullback has rattled some investors, 

but we must put it into context and remember that pullbacks are normal, healthy, and often great 

opportunities to buy at depressed prices.  

Despite the pullback, the equity markets remain near record highs.  The DJIA is positive 12.67% for the year 

while the NASDAQ is +20.56% and the S&P 500 is positive 21.59% on the year.  The Russell 2000, which is 

the main small cap index, is down nearly 10% in the last month but remains positive 11.35% on the year.  

International markets have not enjoyed the robust returns of their domestic counterparts as measured by the 

MSCI EAFE +4.64% year to date, as the international community continues to face the implications from 

Covid and increasingly challenging economic headwinds. Lastly, the fixed income markets continue to face 

pressure with the Barclays Aggregate Bond Index down 1.58% year to date.  The bond market will most likely 

continue to face pressure as the Federal Reserve looks to conclude its easy monetary policies and begin to 

raise interest rates.   

Inflation has been a topic of conversation over the past couple of months as the CPI index came in at 6.2% 
higher than 12 months ago in the beginning of November, and we expect that number to increase again for 
December. Inflation is something that we as a country have not had to face since the 1970’s.  The 
circumstances were not the same, but there are some similarities. Much like now, in the 70’s policymakers 
were whipsawing between fueling the economy through easy monetary policy and government spending, only 
to then battle inflation through tightening monetary policy, slowing spending or raising taxes. The stock 
market performed poorly during the 70’s with and annual rate of return of only 1.6%.  This does not mean 
that we are going to face the same fate, but it does provide a guide as to what not to do.  The question is 
whether The Federal Reserve and Government will use history as a guide. 

We do know, based on comments from re-elected Chair of the Fed Jerome Powell, that the Fed is going to 
slow the rate of tapering, but that the rate at which they are going to slow is unknown.  Powell’s comments 
were another catalyst for the recent market selloff, but they are welcomed and warranted in our opinion.  The 
bond buying by the Fed should have concluded already as all the goals of quantitative easing have been met.  
They need to retire it so that they have a tool to combat the next emergency. We believe the bond buying by 
the Fed  will end in June and they will not immediately begin raising rates at that time.  The three biggest 
drivers of the spike in inflation are supply chains, the price of crude oil, and high commodity prices.  All three 
of these have started to reverse course over the past couple of weeks, and the expectation is that they will 
peak in the next few months.  
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The recent market volatility is not unusual.  Historically we get three market pullbacks of 5% or more per year 
and in most years a 10% pullback.  Over the past 12 years we have become complacent with the bull market 
as every year notches higher and breaks through record highs.  It is, however, a bit surprising as year end is 
typically very strong for the equity markets, but the past two years have not ben usual by any means.  We do 
believe that the economy and earnings remain on firm footing and expect that will continue to be the case in 
2022. However, at current valuations in the equity markets and historically low interest rates, the expected 
returns in the coming years are lower and the risks somewhat elevated.  We will continue to focus on the 
variables that we can control and navigate accordingly. 

On behalf of myself and the team at Prestwick Capital Advisors, we want to wish you all a safe and happy 
Holidays.  We are truly blessed to help so many families and individuals navigate their own personal journeys, 
whatever that may entail. Enjoy this time with your families and loved ones. 

 

Be Well, 

Grier 

 

 

 

 

 

The information contained in this report does not purport to be a complete description of the securities, markets, or developments referred to in this 
material. The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or 
complete. Any opinions are those of the author and not necessarily those of Raymond James. Expressions of opinion are as of this date and are subject 
to change without notice. There is not guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Investing 
involves risks and you may incur a profit or loss regardless of strategy selected. Keep in mind that individuals cannot invest directly in any index, and 
index performance does not include transactions costs or other fees, which will affect actual investment performance. Individual investor’s results may 
vary. Past performance does not guarantee future results. Future investment performance cannot be guaranteed, investments yields will fluctuate with 
market conditions. 

The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. 
The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, 
fixed-rate taxable bond market. The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. The MSCI EAFE 
(Europe, Australia, Far East) index is an unmanaged index that is generally considered representative of the international stock market. These 
international securities involve additional risks such as currency fluctuations, differing financial accounting standards, and possible political and 
economic instability. An investment cannot be made in these indexes. It is not possible to invest directly in an index. The Russell 2000 Index measures 
the performance of the 2,000 smallest companies in the Russell 3000 Index, which represent approximately 8% of the total market capitalization of the 
Russell 3000 Index. International investing involves additional risks such as currency fluctuations, differing financial accounting standards, and possible 
political and economic instability. These risks are greater in emerging markets.  

Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more 
or less than your initial investment. There is an inverse relationship between interest rate movements and fixed income prices. Generally, when interest 
rates rise, fixed income prices fall and when interest rates fall, fixed income prices rise. Investing in oil involves special risks, including the potential 
adverse effects of state and federal regulation and may not be suitable for all investors. Sector investments are companies engaged in business related 
to a specific sector. They are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional 
risks associated with investing in an individual sector, including limited diversification. 


