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“Life is like riding a bicycle. To keep your balance, you must keep moving.” 

— Albert Einstein 

T he markets  ended  2021 with  strong  gains  even  in  the  face  of  uncertainƟes 

regarding  inflaƟon,  supply  chain  disrupƟons,  and  the  outbreaks  of  more 

contagious  Covid  19  variants  such  as  Delta  and  Omicron.  The  quesƟon  on 

many  investors’  minds  is  how  can  the  market  do  this  well  given  this  current 

tumultuous environment and the potenƟal future prospects of higher inflaƟon and 

higher interest rates?  

It didn’t start out so posiƟve, as markets 

suffered  a  full‐blown  panic  in March  of 

2020,  as  the  iniƟal  spread  of  Covid‐19 

precipitated declines  in the S&P 500 and 

Dow Jones Industrial Average of 36% and 

38%  respecƟvely  from  their  highs.  Since 

then,  investors  have  decided  to  look 

through  these  uncertainƟes  as  vaccines 

and  an  extremely  accommodaƟve 

Federal  Reserve  stabilized  the  markets 

and  helped  provide  a  posiƟve  backdrop 

for  stocks  in  2021.  Looking  past  short‐

term  disrupƟons  to  an  eventual 

economic  recovery has  served  investors 

well.  However,  a  less  accommodaƟve 

Federal Reserve going  forward has made 

investors  quesƟon  whether  the  good 

Ɵmes may be close to ending. 

As we begin 2022, the Federal Reserve  is 

moving  to  end  “tapering”  as  their 

purchases  of  US  Treasuries  will  be 

completed.  They  will  then  embark  on 

raising  short‐term  interest  rates,  which 

are  currently  standing  at  the  emergency 

level of 0%.  InflaƟon, which  is running at 

a 40 year high, will have to be addressed. 

There  is  concern  by  some  parƟcipants 

that the Federal Reserve may be running 

too  far  behind  with  regards  to  raising 

interest rates and, therefore, this current 

inflaƟon upswing will be hard to contain. 

Investors  will  be  watching  closely  on 

whether  these high  inflaƟonary  readings 

are  transitory or more entrenched. As  if 

this weren’t enough, market parƟcipants 

will  also  be  looking  at  the  mid‐term 

elecƟon and its future implicaƟons.  

Though  2022  has  challenges  ahead, 

there are posiƟve offsets as well. There 

is  a  huge  demographic  tailwind  for 
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markets  longer‐term,  as  the  Millennial 

generaƟon  is  just  beginning  to  spend 

money  and  their  peak  in  consumpƟon 

may  not  be  seen  for  10  or more  years. 

Markets  tend  to  do  very  well  longer‐

term  as  the  next  younger  generaƟon 

moves  into  these  big  spending  years. 

There  is  also  ample  money  on  the 

sidelines  that  could  eventually make  its 

way  into  stocks  over  Ɵme. We  are  also 

opƟmisƟc  that  Covid’s  negaƟve  impact 

will conƟnue to abate in 2022. 

In conclusion, the  longer‐term backdrop 

for  investors  is  posiƟve.  Markets  have 

been  quite  good  at  self‐correcƟon, 

rotaƟng out of areas of overvaluaƟon and 

speculaƟon  and  into  new  opportuniƟes. 

A  self‐correcƟng  market  is  a  healthy 

market  and we  have  seen  this  now  for 

many  years.  2022 will certainly bring  its 

ups and downs, but we conƟnue to seek 

out  value  in  individual  companies  and 

industry specific sectors that can do well 

in an environment of higher inflaƟon and 

interest rates. 
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DISCLOSURES: 

L&S Advisors, Inc. (“L&S”) is a privately owned corporation headquartered in Los Angeles, CA.  L&S was originally founded in 1979 and dissolved in 
1996.  The two founders, Sy Lippman and Ralph R. Scott, continued managing portfolios together and reformed the corporation in May 2006.  The 
firm registered as an investment adviser with the U.S. Securities and Exchange commission in June 2006.  L&S performance results prior to the 
reformation of the firm were achieved by the portfolio managers at a prior entity and have been linked to the performance history of L&S.  The firm is 
defined as all accounts exclusively managed by L&S from 10/31/2005, as well as accounts managed in conjunction with other, external advisors via 
the Wells Fargo DMA investment program for the periods 05/02/2014, through the present time. 

L&S claims compliance with the Global Investment Performance Standards (GIPS®).  L&S has been independently verified by Ashland Partners & 
Company LLP for the periods October 31, 2005 through December 31, 2015, and ACA Performance Services for the periods from January 1, 2016 to 
December 31, 2020.  Upon request to Sy Lippman at slippman@lsadvisors.com.  L&S can provide the L&S Advisors GIPS Report which provides a 
GIPS compliant presentation as well as a list of all composite descriptions.  GIPS® is a registered trademark of CFA Institute.  CFA Institute does not 
endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 

L&S is a registered investment adviser with the U.S. Securities and Exchange Commission (“SEC”) and is notice filed in various states. Any reference 
to or use of the terms “registered investment adviser” or “registered,” does not imply that L&S or any person associated with L&S has achieved a 
certain level of skill or training. L&S may only transact business or render personalized investment advice in those states and international jurisdictions 
where we are registered, notice filed, or where we qualify for an exemption or exclusion from registration requirements. Information in this newsletter 
is provided for informational purposes only and should not be construed as a solicitation to effect, or attempt to effect, either transactions in securities 
or the rendering of personalized investment advice. Any communications with prospective clients residing in states or international jurisdictions where 
L&S and its advisory affiliates are not registered or licensed shall be limited so as not to trigger registration or licensing requirements. Opinions 
expressed herein are subject to change without notice. L&S has exercised reasonable professional care in preparing this information, which has been 
obtained from sources we believe to be reliable; however, L&S has not independently verified, or attested to, the accuracy or authenticity of the 
information. L&S shall not be liable to customers or anyone else for the inaccuracy or non-authenticity of the information or for any errors of omission 
in content regardless of the cause of such inaccuracy, non-authenticity, error, or omission, except to the extent arising from the sole gross negligence 
of L&S. In no event shall L&S be liable for consequential damages. 
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