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A Look Back & A Look Ahead

A healthy and happy New Year to all. 2022 has started out with some intense
volatility in the markets and in this newsletter I'd like to look back at 2021 and
give you my perspective on what 2022 holds for us. As you know, we can't
predict, but we can plan.

2021 brought with us many of the challenges we saw in 2020 but with a major
difference: 2021 was the year of the vaccines. The battle against COVID-19 is far
from over, but we continue to see light at the end of the tunnel. The Omicron
variant is a new dominant strain, and there may be others, but hospitalizations
and deaths are fortunately still well off previous peaks from earlier strains even
as new cases soar.

The stock market in 2021 saw very solid gains. The S&P 500 Index had the
second most new all-time highs in any year ever and racked up its fourth best
annual return in the last 25 years. Strong earnings growth and an adaptive
corporate America helped contribute to the healthy stocks gains.

In 2021, the combination of fiscal stimulus and monetary policy helped steady
the economy as it dealt with historic supply shortages, record inflation,
employment shortages and the pandemic. The year was also boosted by strong
corporate profits bolstered by exuberant consumer spending even in the face of
higher prices and supply chain delays.



The enthusiastic environment of 2021 trading fueled a robust appetite for risk
that lifted more speculative areas of the market, including “meme-stocks” like
GameStop and AMC Entertainment, to explosive heights. These headline-
grabbing runs mystified traditional investors and ushered in a wave of younger,
Internet-driven traders that has continued to reshape the market.

Cryptocurrencies, once dismissed as fringe, have seen an explosive growth in
popularity, especially among younger investors. Bitcoin, now accepted by

Starbucks, Whole Foods and Home Depot, was up 60% for 2021 according to
Coinbase, however, it is extremely volatile and has an ever-fluctuating value.

Initial public offerings hit a record high in 2021 boosted by a flood of SPACs
(Special Purpose Acquisition Companies) which bypass the traditional path to a
public offering in the name of acquiring or merging with an existing firm. 53% of
the 1000+ companies trading on US exchanges last year were SPACs according
to FactSet.

While a new year typically begins with optimism and money coming into the
market helps give stock prices a nice bump, 2022 began with a bit of a hangover
and much turmoil in the market. In our letter to you last week we outlined a
number of causes and have seen a bit of a rally at the end of last week. We have
corporate earnings and the latest government employment reports happening
this week. We are also seeing oil prices trading at seven-year highs with trading
on edge as tensions with Russia increase.

Some of the changes experienced through the past year will continue into 2022.
COVID may slip into the background, but regardless life will not return to the
way it was in 2019. Companies are cutting back on large real estate leases,
realizing that the entire workforce is unlikely to return to work in person. Jamie
Dimon, CEO of JPMorgan Chase, is planning to retain only 60 desks per
hundred employees which aligns with a report by Fortune in that 74% of Fortune
500 CEOs expect a reduction in their real estate footprint.

The pandemic also saw a growing expansion in remote consultations with
medical health professionals. The number of patients preferring telehealth
appointments has increased from less than 40% pre-pandemic, to more than
60% now. A significant area of growth for 2022 and beyond is the combination
of a broad range of in-home tests with online consultations to help diagnose an
array of conditions. Specialized devices combined with Al-based smartphone
apps that can detect patterns is also an exciting area to watch.



As people are driven to interactions through digital means while at home with
reduced social contact, time spent online will continue to remain at high levels
and increase over the long term. The “Metaverse” is how we will refer to higher
fidelity, connected digital experiences within which social and commercial
interactions are possible with both AI and humans. Metaverse is an extension of
existing trends including improvements in graphics realism and gaming
interactivity, the virality of social networks, the spread of Al and visualization
technology, high-speed networks and as well as improved digital financial
technologies.

The Federal Reserve has promised to tighten monetary policy and focus on
curbing high inflation. Kiplinger’s forecasts about 2.8% inflation however it may
wind up around the 3% mark. That being said, it is important to be thinking
about adapting your portfolio to protect yourself from inflation.

2022 is also a mid-term election year, which means Washington will dominate
the news cycle and mid-term years historically have been quite volatile for
stocks. As in any year, it is important to define personal goals, build a long-term
investment plan and fund it with a responsible portfolio and adapt only when
your goals change.

As always, we will watch the markets and global economy in making investment
choices to the best of our ability for each and every client portfolio. If you have
questions about your portfolio, our views expressed in this letter or other
financial matters, please do not hesitate to call.

Warmly,

WWW

Colleen Kelleher Sorrentino



Performance Table for 4" Quarter 2021

S/P 500 Index 282%

Nikkei Tokyo 4.9%

DAX Germany 15.8%

Crude Oil ($ per bbl.) 55.0%
VIX Volatility Index Change -22.8%

Source: Wall Street Journal, Various Dates
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As the Performance Table clearly shows, 2021 was a special year for the equity
markets. Stock markets around the world recovered sharply from the Covid-19
economic crisis of 2020. Markets in the U.S, Europe and Asia were all up in
2021. The U. S. market was the global leader with the S/P 500 Index trading at
record high levels on more than 70 individual trading days. Small stocks
performed well also with the S/P 600 Index up by 25.3% for the year. The
European markets, led by France, performed well despite the Covid-related
lockdowns and travel restrictions. Even the UK market, with all its Brexit
uncertainties, turned in a double-digit percentage gain.



The fixed income markets offered a different story as interest rates rose
throughout the year. For example, the 10-year Treasury bond began the year
with a yield of 1.07% and closed at 1.51%. The Index for all U.S. bonds was down
3.9% for the year and the Index for 20+year Treasuries declined by 6.0%. In
mid-December, the Federal Reserve announced that it was cutting back its
monthly bond purchase program with a view to raising the Fed Funds rate in
2022. Investors will no longer have the favorable interest rate environment that
has characterized the past three years.

Commodities presented a mixed picture in 2021. Crude oil (+ 55%) and Natural
Gas (+47%) were strong performers, but Gold (-3.5%) and Silver (-11.5%) were
disappointing.

As investors look out to 2022, most observers expect a more difficult market
period, especially with the clear expectation of higher interest rates. There are no
easy shortcuts to investment success—quality companies held over the long term
remains the most sensible approach without attempting to time market entries
and exits. There will be rallies and selloffs, but patience and perspective will
serve most investors well.



Upcoming Events

February 2022 Thought-Leader Discussion

Colleen Kelleher Sorrentino will be a guest on The Bellringer — a one-on-one
recorded discussion on current and critical topics in finance. In this edition,
Colleen addresses the current state of the market, inflation and how best to
protect your investments.

Webinars

We are currently developing webinars for 2022 and would like to hear from you
about topics of interest. Please let us know what you would like to hear about by
clicking here.


mailto:csorrentino@kf-advisors.com?subject=Webinar%20Topic
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Our clients continue to use our financial planning and data aggregation software. KFA’s
eMoney is secure, mobile and desktop friendly, so you can access to near-time net worth
values, real estate holdings, investment account values and account information from any
bank or custodian. Contact us to learn more about this product


mailto:info@kf-advisors.com

100 Wall Street

KFA is open for business and are able to receive phone calls, mail and faxes with
no disruption. Our team is collaborating both virtually and in-person in a safe,
compliant environment. We are conducting both in-person meetings as well as
being available for FaceTime, Zoom and other types of virtual meetings.

100 Wall Street, 8th Floor
New York, NY

For more information, call us at: 212-232-5685 or visit us at: www.kf-
advisors.com

Kelleher Financial Advisors www.kf-advisors.com

The information and opinions set forth herein have been prepared by Kelleher Financial Advisors, LLC (“KFA”), a U.S. Securities and
Exchange Commission registered Investment Advisor and is an affiliate of Wall Street Access, Member NYSE, FINRA, and Member SIPC.
Although the information upon which this material is based has been obtained from sources which we believe to be reliable, we do not
warrant its completeness or accuracy. Any opinion or estimates constitute our best judgment as of this date, and are subject to change
without notice. This correspondence is for informational purposes only and is not intended as an offer or solicitation for the purchase or
sale of any security or investment. KFA or any person associated with KFA may have held or may currently hold a position and may buy or
sell any such securities or investments mentioned in this report. This publication is for the sole use of the recipient and by accepting
delivery of this publication, recipient agrees not to distribute, offer or sell this publication or any copies hereof nor make use of this
publication except for the recipients’ own investment decisions. Additional information is available upon request.
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