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 RESEARCH: SOUND NOTE; April 28, 2022 

Eddie Sherman’s Fatigues 

Greetings from SOUND Wealth Management Group (SWMG)! We hope this finds 
you well. As we see many markets (equities, bonds, commodities, real-estate) 
experience dramatic day-to-day reactions to headlines, we hope to quiet some of 
the noise once again, gain a little perspective, and provide our thoughts in a more 
condensed version than our past SOUND Notes – hopefully shorter than a Kenny 
Banya bit on Ovaltine… 

We will pick up from our last SOUND Note “Kruger Industrial Smoothing” to 
reference history as a playbook going forward in investing (not trading). Tons of 
bad news out there; here are excerpts from the section B cover of the USA Today: 

“Federal Reserve starting raising interest rates last month.” 
“Dow briefly tumbled more than 1,000 points in a single session.” 
“Oil prices and a slowdown in China.” 
“Relentless selling on Wall Street early in the New Year had panicky 
investors running.” 
“The market is starting to price in a lot of bad potential outcomes: A 
global recession. A U.S. recession. 
“Some unknown financial crisis caused by so many different types 
of assets going down in price. Investors fear central banks can no 
longer dampen volatility and backstop the market.” 
 

Except these headlines do NOT read from today’s news articles, but from USA 
TODAY January 21, 2016 – (See Chart 1) recently highlighted by the other Kramer, 
Jim Cramer. Since this article references the Dow Jones Industrial Average (.DJIA), 
lets put todays (2022) price action in context with 2016… No one ever likes to read 
a print of nearly 1,000 point drops, but in 2016 (the period of the referenced article) 
the .DJIA was around 16,000 and today sits around 33,500; what was once a 6% 
move is now a 3% move as the denominator has increased by more than double in 
only 6 years. As famed investor and mentor Peter Lynch once said: “I have no idea 
which direction the next 1,000 points will go, but the next 10,000 points would be 
up” – which was remarked during the 1987 stock market crash in reference to the 
Dow Jones Industrial Average. So like the mentor Cynthia Pearlman suggested:  I 
move[ed] into equities, best move I ever made… 

 

https://www.raymondjames.com/soundwealthmanagement/pdfs/sound-note-march-08-2022.pdf
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Source: USA TODAY January 21, 2016 
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Take a look at Chart 2 - a 10 year chart of the .DJIA and let’s conduct a fun exercise on behavioral finance…  

 

Chart 2; FactSet Data, Source: Sound Wealth Management Group 

Please get a piece of paper or something to cover the right side of Chart 2 up to the ORANGE arrow that 
indicates “.DJIA Jan 2016 Low: 15450.” Now re-read the USA Today headlines from January 2016 and try to 
predict the direction and price movements for next 2-6 years for the Dow Jones. Now remove the cover and 
examine the next 6 years – which included Brexit, Fed hikes and cuts, global tariffs and trade wars, currency 
headwinds, geopolitical headlines, and the CoVID-19 global shutdown.  

Now, cover the right side again, a supplant 2016 headlines with 2022 headlines… in the thick of it, it does not 
seem possible that the equity market will recover and make new highs, but we continually pound the table that 
it is not only possible, but probable – and we hope that helps you sleep a little better in your Chambray 
Nightshirts. In fact, most turnarounds occur on “peak pessimism,” so if you a getting that “sell” feeling, refer back 
to Chart 2. We conjecture that most readers will not remember the events of 2016 (or perhaps a little hazy), and 
by looking at the long-term view (10 years) in Chart 2 the selloff in 2015-2016 appears as hardly a blip on the 
long-term radar. 
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Chart 3; FactSet Data, Source: Sound Wealth Management Group 

The headlines of 2016 (6 years ago) could certainly read from any 2022 financial publication, and the most 
negatively impacted this time and in 2016 were the contemporary growth disruptive innovators and higher beta 
companies of their respective time. But what happened next (after the bottom-out)? From the February 2016 
bottom of 4209 on the .COMP (NASDAQ Composite) – an index that is generally accepted to be higher 
risk/beta than the .DJIA or S&P500 – it went up nearly 100% in an almost straight line to September 2018 (Chart 3), 
and – as Peter Lynch prognosticated – the Dow Jones went up more than 10,000 points from the trough of 2016 
to the nearly straight line peak (then) in January 2018. It should also be noted that bonds (as measured by 
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the Barclays Aggregate Bond Index (AGG)) also sold off in 2016 – declining nearly 10% from July 2016 to 
November 2018, and again declining over 14% from August 2020 to present day – leaving little places to hide, 
but apparent  opportunities for appreciation if investors could see beyond the headlines. We went back 20 
years to examine every “washout” in the NASDAQ Composite – which includes 5 periods (not including the 
current). The image of drops are almost mirrored recoveries – the downward slope angle is nearly matched with 
the upward recovery. In the last 5 routs – from trough to peak – the  median 2 year recovery in the NASDAQ 
.COMP was +96% (48% annualized), and the arithmetic average was +99.7%. Now, we are not calling the 
bottom for growth equities, but we certainly would suggest not to miss the recovery! 

 

Chart 4; FactSet Data, Source: Sound Wealth Management Group 
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This is not a solicitation nor an endorsement for Apple, Inc. (:AAPL), we are using this chart as a representation of 
ubiquitous growth companies of the past as harbingers for the future. We also use Apple Inc., because it was 
coincidentally also noted for “brutal” performance in 2015-2016 in the same USA Today (“Apple falls close to a 
freak-our level”) and recently (April 28, 2022) reported an appreciable earnings but failed to catch a bid 
following the announcement due to some short-term crosscurrents of supply chain issues. 

We at SWMG postulate that Apple was much more of a “growth” company in 2016 than now (albeit still growth, 
but now more mature). We view the growth companies of today as we viewed Apple of 2016. You will see from 
Chart 4 that Apple (like many growth companies) suffered a prolonged period of decline in 2015-2016 with 
(:AAPL) dropping -33.97% peak-to-trough over a 1 year period – an extended period of sustained declines, and 
rhyming with the current innovators recent performance. If you cover the chart  so that years 2017 – 2022 are not 
visible and you only had the data of the time – such as the article referenced from USA Today in January of 
2016, we suspect  investors would only see pending gloom and doom, but what actually played out with all of 
the aforementioned events from 2016 – 2018 equated to +162.81% (trough to 2018 peak) return from Apple, and 
a +723.71% return from the 2016 trough to the recent 2022 peak – which has included all of the economic and 
geopolitical events of the last 6 years. Dare we say that the turbulence over the past 6 – 12 months   might be 
set up for such another move for the next generation of growth companies, or at least the appreciation that 
was seen in the .DJIA over the past 6 years in the 30 legacy businesses of the DOW Industrial average? 

 

https://www.usatoday.com/story/money/markets/2016/01/20/apple-nears-yet-another-scary-low/79065726/
https://www.usatoday.com/story/money/markets/2016/01/20/apple-nears-yet-another-scary-low/79065726/
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We’ll use two more charts to hit this home. Chart 5 is of Tesla (:TSLA) over the past 10 years (again not a solicitation 
of Tesla, simply used as an exaggerated but factual example). The 2015-2016 period saw a 50% drop in the stock 
and a 53% drop in 2018 – 2019; many of the largest fund managers of the time even calling for Tesla to be “on the 
brink of collapse” (quote: David Einhorn of Greenlight Capital)* – only to see a +3394% appreciation from 2019 
trough to the recent 2021 peak. Tesla has surely grown into the spotlight and is not immune from more +50% drops, 
but is stands as an example of perseverance during difficult times.  

 

Chart 5; FactSet Data, Source: Sound Wealth Management Group 
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The last image (Chart 6) shall remain unnamed, but it is a visual of a basket of disruptive innovation 
companies. You will see boom and bust cycles over the past 7 years – seeing multiple occasions of more 
than 30% drops in value to be followed by triple digit recoveries. 

 

 

Chart 6; FactSet Data, Source: Sound Wealth Management Group 
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Today, we are presented with 3 apparent dangers of uncertainty to the markets (and 
there won’t be an all-clear “clarity bell”): The Federal Reserve (and to a degree U.S. 
executive policy), Russia, and China. We believe  Jimmy Cramer correctly couched the 
‘market’ (S&P500) and how 2022 proceeds like 2016 as: “in 2016 China changed 
course, and the Fed got less ‘hawkish;’ this is what happens… it’s setting up, just not fast 
enough for you or me.” If we use the pages from not that long ago, we might exercise 
a little more patience to appreciate long-term investment returns.  

Any reversal in these prevailing risk culprits could become the agents of a snap back 
rally in the equity market – as was seen in 2016. A week or two ago, SWMG watched 
several interviews of different Federal Reserve Presidents where – on the same day – it 
was mentioned that a larger rate increase of 0.75% may be on the table for their May 
2022 meeting, but they also believed inflation might have peaked in March 2022. Well, 
which is it? If the Fed is hawkish on rates, we believe they should have raised rates 
sooner and/or more aggressively (if they checked their egos and reputations). But 
perhaps the other side is correct and inflation is peaking as consumers shift back to 
services from goods; a re-opening and/or relaxation of Zero-CoVID policies in China 
(liked they changed course in 2016) could have a significant impact on increasing 
supply and driving down prices/inflation – also a benefit to the beaten down 
semiconductor space. We at SWMG surmise that companies with good growth – 
coupled with good balance sheets – have financially modeled and can absorb a 
0.75% rate increase especially with the unemployment rate so low and job openings so 
high; there is probably too many job openings to give companies pricing power on 
some of their most expensive inputs: Labor. As the USA TODAY Author, Adam Shell, 
writes:  

“Washouts occur when the investing herd hits the point of maximum 
pessimism and look at the losses in their portfolio and say, 'That's enough, 
I'm getting out' and sell.” 

We are not advocating doing nothing during market routs – surely tactical changes 
and evaluations should be made when appropriate – however we admonish those 
who might consider complete changes to their long-term financial plan based solely on 
today’s headlines without regarding those deliberations over (presumably) multiple 
decades of future family wealth, and now with the consideration of how the headline 
news of 2016 made way for subsequent positive returns. So, as Jim Cramer closed his 
commentary on the USA Today 2016 article: “we should be preparing ourselves for the 
possibility that something might actually go right!” 
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We hope you enjoyed this brief sound note – by the way, why is it called 
‘Ovaltine,’ they should call it round tine. We put a lot of time and research into 
these notes and we sincerely thank you for reading. Please feel free to distribute 
our SOUND Notes to friends and family. 

 

 

SOUND Wealth Management Group 
3801 PGA Boulevard, Suite 910 Palm Beach Gardens, FL 33410 

www.soundwealthmanagementgroup.com 
Raymond James & Associates, Member New York Stock Exchange/SIPC 

 
 
 

 

http://www.soundwealthmanagementgroup.com/
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Satirical references from Seinfeld: The Fatigues” October 31, 1996 

*Greenlight Capital, Inc. April 12, 2019 

This information contains forward looking statements about various economic trends and strategies. You are cautioned 
that such forward looking statements are subject to significant business, economic, and competitive uncertainties and 
actual results are subject to change at any time and are the opinions of the individual strategist. Data taken from 
sources generally believed to be reliable but no guarantee is given to its accuracy.  

Investment/companies are not recommendations to buy or sell aforementioned companies. Charts are for illustration 
purposes only. - Views expressed are the current opinion of the author, but not necessarily those of Raymond James & 
Associates. Past performance is not indicative of future results. Investing always involves risk and you may incur a profit or 
loss. No investment strategy can guarantee success. The author’s opinions are subject to change without notice. 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. Information provided is general in nature, and is not a complete statement of 
all information necessary for making an investment decision, and is not a recommendation or a solicitation to buy or sell 
any security.  

The S&P 500 is an unmanaged index of 500 widely held stocks that are generally considered representative of the U.S. 
stock market. Inclusion of this index is for illustrative purposes only. Keep in mind that individuals cannot invest directly in 
any index, and index performance does not include costs or other fees, which will affect actual investment 
performance. Individual results will vary.  

The Dow Jones Industrial Average (DJIA), also known as the Dow 30, is a stock market index that tracks 30 large, 
publicly-owned “blue-chip” companies trading on the New York Stock Exchange (NYSE) and Nasdaq. Inclusion of this 
index is for illustrative purposes only. Keep in mind that individuals cannot invest directly in any index, and index 
performance does not include costs or other fees, which will affect actual investment performance. Individual results will 
vary 

The Nasdaq Composite Index (.COMP) is the market capitalization-weighted index of over 3,000 common equities 
listed on the Nasdaq stock exchange. Inclusion of this index is for illustrative purposes only. Keep in mind that individuals 
cannot invest directly in any index, and index performance does not include costs or other fees, which will affect actual 
investment performance. Individual results will vary 

Past performance does not guarantee future results. Raymond James is not affiliated and does not endorse the opinions 
or services of the independent individuals or organizations mentioned. Raymond James, its affiliates, officers, directors, 
or branch offices may in the normal course of business have a position in any of the securities mentioned and may not 
be suitable for all investors.  

 


