
 
  

2022 Market Outlook – It Is Going to Get Noisy! 

 

Markets have exhibited very impressive resilience since the pandemic began and that 

remained the case throughout 2021, as the strength of the U.S. economy and corporate 

America helped produce another year of substantially positive returns in stocks. I anticipate 

that resilient nature will continue to support markets and the economy as we begin a new year. 

However, I also anticipate an increased level of volatility due to the following factors: (1) 

Transition of Federal Reserve Monetary Policy, (2) Inflation, (3) Pandemic Fears, (4) Political Risk 

and (5) An Earnings Vacuum. 

 

Markets do not like uncertainty. The timing and pace of a monetary policy shift is 

accelerating which shifts the way all assets are priced. The tightening of monetary policy 

through the tapering of asset purchases and higher interest rates should have begun in early 

2021 based on economic data and the forward outlook. Unfortunately, the Federal Reserve 

maintained course of extremely easy monetary policy which ultimately built a valuation bubble 

in the equity markets. From my perspective, the “Fed Bubble” accounts for a 9%-12% premium 

in the DJI, S&P500 and NASDAQ. 

 

The transition to a tighter monetary policy will likely create headwinds on the economy 

and potentially corporate earnings, and while historically U.S. stocks have performed well 

during the initial phases of a Fed rate hike campaign, we will closely monitor the impact of rate 

hikes on economic growth and the corporate earnings outlook as we move through 2022. 

 

The reason the Fed is more aggressively removing accommodative policies is because 

inflation surged to 30-plus-year highs in 2021. Positively, rising inflation did not have a negative 

impact on consumer spending or corporate earnings in 2021. But that risk remains as even 

optimists do not expect inflation to decline substantially in 2022. 

 

COVID is not over. The Omicron variant, which is currently spreading across the globe, 

thankfully does not result in nearly as many severe cases as previous COVID variants, but it’s 

still impacting society and businesses via worker shortages and more supply chain disruptions. 

 



 

Politics will also be a source of volatility in the first quarter of 2022 and beyond. Democrats 

failed to pass the Build Back Better social spending bill in 2021, but the process is not over, and 

none of us should be surprised if that legislation passes in early 2022. From a market standpoint, 

investors will be focused on any potential tax increases that might reduce corporate profits or 

consumer spending. Given the current version of the bill, market-negative tax increases look 

unlikely, but the legislative process is unpredictable, and we’ll continue to monitor the situation 

for any negative tax implications. The midterm elections in November are expected to continue 

influencing market volatility due to the divisiveness of the Country and the focus on fear across the 

various sources of media. 

 

While markets face numerous risks as we start a new year, there remain powerful tailwinds 

on stocks and other risk assets. Corporate earnings remain incredibly strong and the performance 

of corporate America through the pandemic has been nothing short of amazing. Even though 2021 

corporate earnings exceeded expectations, an earnings vacuum is anticipated due to higher cost 

pressures, slower economic growth, higher taxes and rising interest rates. These factors will lead 

company executives to reduce their outlook on future earnings and profits. Interest rates, while 

they will likely rise in 2022, remain very low and not yet close to levels that would historically be 

considered a headwind on economic activity. Personal savings remain high, unemployment 

remains low, and broadly speaking the U.S. economy is in strong shape.   

 

As we consider all that has occurred in 2021 and look forward to 2022, one of the biggest 

takeaways from another unpredictable year in the markets is that a well-planned, long-term-

focused and diversified financial plan can withstand virtually any market surprise and a related 

bout of volatility, including multiple COVID waves, inflation reaching 30-year highs, and the Federal 

Reserve removing historic accommodation.   

 

At Capital Investment Services, we understand the risks facing both the markets and the 

economy, and we are committed to helping you effectively navigate this still-challenging 

investment environment. It is critical for you to stay invested within your target risk profile and 

remain patient as the market experiences short-term volatility. We thank you for your ongoing 

confidence and trust. Please do not hesitate to contact us with any questions, comments, or to 

schedule a portfolio review. 

 

Sincerely, 

 

Bobby Lumpkin 

Managing Partner, Capital Investment Services 

Founder, investingsimply 

Financial Advisor, RJFS 



 

Capital Investment Services, LLC & investingsimply are not registered broker/dealers, and are independent 

of Raymond James Financial Services. Investment Advisory Services offered through Raymond James 

Financial Services Advisors, Inc. Securities are offered through Raymond James Financial Services, Inc. 

Member FINRA/SIPC. This material is being provided for information purposes only. Any information is not a 

complete summary or statement of all available data necessary for making an investment decision and does 

not constitute a recommendation. Opinions expressed are those of Bobby Lumpkin and are not necessarily 

those of Raymond James. Some of the material referred to in this letter has been prepared by Seven’s for 

use by Financial Advisors. All opinions are as of this date and are subject to change without notice. The 

information has been obtained from sources considered to be reliable, but we do not guarantee that the 

foregoing material is accurate or complete. There is no guarantee these statements, opinions, trends, or 

forecasts provided herein will prove to be correct. Investing involves risk and may occur a profit or loss 

regardless of strategy selected, including diversification and asset allocation. Holding stocks for the long-term 

does not insure a profitable outcome. Rebalancing a non-retirement account could be a taxable event that 

may increase your tax liability. Indices are not available for direct investment. Any investor who attempts to 

mimic the performance of an index would incur fees and expenses which would reduce returns. The S&P 500 

is an unmanaged index of 500 widely held stocks that’s generally considered representative of the U.S. stock 

market. The Russell 2000 Index measures the performance of the 2,000 smallest stock companies in the 

Russell 3000 Index, which represent approximately 8% of the total market capitalization of the Russell 3000 

Index. Investing in small cap stocks generally involves greater risks, therefore, may not be appropriate for 

every investor. The prices of small company stocks may be subject to more volatility than those of large 

company stocks. The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index 

representing 30 stock of companies maintained and reviewed by the editors of the Wall Street Journal. 

Investing in commodities is generally considered speculative because of the significant potential for 

investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during 

periods when prices overall are rising. Prior to making an investment decision, please consult with your 

financial advisor about your individual situation. 


