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Useful Themes for the New Year 

Two Classics by Norman Rockwell (1894-1978) 

“Two Laughing Boys with a Mug of Beer” by Frans Hals (1582-1666) 



2 

    The Voice for Reason 
Comments and Views for the Individual Investor 

                                                  (January 15, 2022)   

The painting on the cover of this month’s edition of “The Voice for Reason” is 

taken from 16th Century Dutch artist Frans Hals who would be one of a 

succession of artists from the Dutch Golden Age1 in the 16th and 17th Century.  

This era reflected changing times in European continental boundaries and 

cultural shifts.  The art can most accurately be depicted by the switch away from 

religious themes in paintings to a new market for all kinds of secular themes and 

subjects. Hals played an important role in the development of portraiture. He 

joined a Harlem guild in 1610 where became known for his brushwork.  In the 

“Two Laughing Boys over a Mug of Beer” (1626) it is as if his characters are 

dismissing the old paintings of the Renaissance Period and their overly pious and 

pompous themes. Hals’ paintings show vivid colors and vitality and most often 

engagement in some sort of social occasion. Sadly, this painting, valued in excess 

of USD 17 million, was stolen last summer from its owner’s residence in the 

Netherlands.  While it is sad news, most knowledgeable observers from the 

global art community remain hopeful of its recovery as this is the third time the 

painting has been stolen during the past 33 years2.    

In the spirit of Hals, the first days of 2022 leave us with the distinct impression of 

a world completely in a stage of transition. The widespread global disruption 

fomented by the outbreak of Covid-19 that started almost two years ago has given 

rise to “a new normal” in our daily lives. Social distancing, mask wearing, 

1 The Dutch Golden Age in art history spanned from 1588 to 1782 featuring artists such as 
Rembrandt, Vermeer, Steen, Ruysch and Hals . The start of this period in art history was 
greatly influenced by the founding of the Dutch Republic in 1588 following their breaking off 
from the Spanish Hapsburg Empire to found Europe’s first republican government.  
2 The painting was stolen in 1988 and again in 2011, each time being re-possessed by 
Dutch authorities and returned to its rightful owner. 
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temperature checks, scheduling vaccination and booster dates, zoom meetings, 

and fear of dreaded quarantine restrictions have all become part of our new 

reality.  Chances that life will return entirely to the way it was prior to 2020 appear 

increasingly unlikely.  

Among the disruptions most on my mind has been that of the disruption in 

travel, particularly if one lives in a port city or business/ financial hub.  

Quarantining policies, which are often changed on short notice for obvious health 

preventative reasons, are still with us and do not seem likely to completely 

dissipate in the coming six months.  In a recent discussion with an airline 

executive, I noted that travel from the United States to Asia Pacific locations was 

down  22% compared to the volume that existed prior to 2020.  This compares 

most unfavorably with the United States where domestic travel has now recovered 

to a travel frequency level that is 87% of that of pre-2020.   

What are some of the other trends in the financial markets that are worthy of our 

careful scrutiny?   

Look for pricing power!   In your investment portfolios, look to add companies 

that are market leaders and, more importantly, companies that have “pricing 

power,” that is, the ability to hold on to profit margins despite escalating costs of 

doing business.  The global economy has clearly moved from one fraught with 

the threats associated with deflationary pressures during the past decade to one 

today that is increasingly threatened by inflationary pressures in the global 

economy.  Inflation levels year on year have risen to their highest levels in 40 

years.  Not since the days just after the Vietnam War era has the United States 

seen the inflation rate at a 7% year-on-year increase. With prices of commodities 

and raw materials and shipment costs going up, companies with poor balance 

sheets and struggling to control cost of production are going to suffer a drop in 

profitability if they do not have strong pricing power and are unable to pass 

pricing pressures to consumers. 

Watch out for US Treasury Yields to go above 2.00%    The 10-year treasury is a 

critical benchmark used in the financial world for pricing term loans in the 

housing market, student loans, and other credit markets.  It has been below 2.0% 

most of the past three years enabling US policy makers to fuel the economy with 
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cheap US dollars.  This trend may soon be coming to an end.  The US 10-year 

yield ended 2021 at the 1.40% level, but it has quickly breached 1.80% in the first 

two weeks of 2022.  While the US Fed controls short term rates, they do NOT 

directly control the 10-year rates. Investor perceptions in the market about 

inflation normally determine 10-year rates.  The market now is bracing for higher 

10-year yields.  If inflation rates remain persistent in 2022, look for US Treasury

Note 10-year yields to breach 2.00% and to become a thorn in the side of 

companies that are too highly leveraged. 

Watch the US Dollar FX rate on global markets   The US Dollar index (Dollar 

IDX/USD) is a good indicator to follow as well.  Last year, most financial 

institutions were off target in their predictions that the US Dollar would weaken 

significantly against other major global currencies (Euro, GPB, JPY).  

Abominable performance by equity markets in Greater China (except for 

Taiwan) and uncertainty in energy supply lines in Europe sent investors back to 

the global safe-haven currency, the US Dollar.  As a result, the shift of investors 

back into US Dollar denominated financial instruments pushed the US Dollar 

index above 95.0 at the end of 2021. The only major currency in 2021 that 

appreciated versus the US Dollar was the Chinese Renminbi. However, look for 

the possibility of a spike in the US Dollar index driving it in the direction of 90 

this year as raw material prices drive demand in the emerging markets.  If one is a 

US Dollar base currency investor, carefully consider adding some non-dollar 

exposure to your investment portfolio.  

Watch the prices of metals instead of just watching the price of oil   Investors in 

the energy sector have “died from a thousand cuts” over the past few years as, 

despite supply chain blockages, fossil fuel giants (e.g. Russia, Saudi Arabia) 

squabbled over supply quotas and forced prices lower. While an increasingly 

smoother supply chain could continue to usher in a rebound in oil prices in the 

coming months, geo-political tensions on the Russia-Ukraine border region could 

further add to fuel cost escalation. However, the bigger picture emerging story will 

be metals that fit into the environmental narrative now well pronounced in most 

developed countries which calls for inducing consumers to switch to non-fossil 
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fuel forms of transport.3  Copper, lately being labelled “the new oil,” became a 

commodity quite worthy of inclusion in investment portfolios in 2020 and into 

early 2021.  This metal is widely used in the production of electric vehicle motors 

and its price has outperformed oil as an investment asset frequently during the 

past five years. Lithium (code Li) is a light alkali metal widely used in electric 

battery production. Its price, quite volatile of late, is also worth watching.  

Follow the growing chorus for ESG!   Environmental Sustainability Governance 

(commonly labeled “ESG”) is increasingly becoming the most recognized social 

moniker of our age and growing in importance with government policy makers 

and consumers alike. Take, for example, among the youthful Generation Z 

today, studies show that ESG factors significantly in their investment choices.  As 

an investment demographic group, Gen Z will replace the Baby Boomers 4 in the 

coming decade as the largest and most impactful global investment group.    

Although ESG linked investments as a whole did not have a spectacular year in 

2020, the support for a cleaner world has become increasingly compelling, and 

the savvy investor today can find more and more fixed income and equity choices 

linked to ESG.  While disparities, dishonesty, and contradictions still exist in 

government policies in many countries in our less than perfect world, ESG is a 

priority in the policy agendas of most developed countries.  Its prioritization will 

become more robust in the future. ESG is already finding growing support in the 

boardrooms of many listed companies as well with clear implications for current 

and future stock price valuation of a company. Building some ESG exposure in a 

portfolio is a smart long term strategy.  It is worthy to note that Hong Kong’s new 

subway line in the Ocean Park area of Hong Kong Island has become the first 

fully ESG compliant transit line in the world.  

I would be negligent not to mention crypto currencies and the latest infatuation 

by many investors with SPACs (more later).  Arguments for investing in crypto 

currencies like Bitcoin or Ethereum or any of the other dozen or so prototypes 

3 A number of countries and regions have announced targets to phase out manufacture of 
fossil fuel vehicles. They include Norway (2025), Sweden, Ireland (2030), China, US State of 
California (2035), France, Spain, Canada (2040) and many others (source: The Driven, 
2021) 
4 The Baby Boomer generation are generally considered to be those born post-World War II 
between 1946 and 1964.  Generation Z (aka Gen Z) are those born from mid-1990s through 
to 2010.  Gen Z are generally considered to be the most ethnically diverse and are the first 
generation to be fully educated in the digital age.   
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can still only at best be described as a “speculative” investment selection.  

However, despite the lack of inherent value associated with crypto currencies, the 

size of the market has grown to be USD 2 trillion in size and not likely to 

disappear tomorrow.   The blockchain technology behind crypto, now 

increasingly exploited in the usage of non-fungible tokens (NFTs), has actually 

provided new breakthroughs in identification coding and managing metadata.  

Crypto is also highly attractive to Gen Z investors and those who have grown 

distrustful of the role of central banks in the developed world.   

However, it still remains a slim argument that Bitcoin will become a viable 

competitor to supplant Gold. The size of the global gold market, in excess of 

USD 8 trillion, totally dwarfs crypto.  Crypto is minor league compared to gold!   

One is not likely to present a box of Bitcoins around the neck of the bride at your 

niece’s wedding.  Underlying value, a critical component of any currency, will 

become increasingly scrutinized by investors with crypto exposure as financial 

regulators across the globe increasingly implement regulations to protect investors 

against risk.  It remains a principal reason for the staggering volatility associated 

with Bitcoin and Ethereum ownership and should emit a warning signal for 

investors who are overly exposed to crypto in their investment habits. 5 

The other fad of the past year worth noting is that of the infatuation with setting 

up “Special Purpose Acquisition Companies” (commonly called “SPACs).    

SPACs are essentially “blank check companies” with little or no underlying 

operations.   After all the bravado and the dust has settled, the numbers on this 

category have been pretty miserable.  The poster child for investing in SPACS 

has been Cathie Wood’s ARK Fund Group. Its iconic ARK Innovation ETF has 

tumbled -51% during the past year and in the opening weeks of 2022 the NAV 

price has deteriorated even further.  Like crypto, investors in SPACs should read 

between the lines carefully. SPACs are speculative assets; not core wealth 

preservation assets. Venture capitalists continue to raise money at dizzying paces.  

Global funding hit an all-time high in 2021 with over USD 176 billion raised.6  

However, as interest rates rise it remains to be seen whether or not private 

multiples sought by SPACs can be attained when the gains of publicly listed 

5 As of the time of publication the price of Bitcoin had fallen by 40% from its record high in 
November 2021.  
6 Source:  CB Insights (2022).  Tiger Global Management was the top venture capital firm in 
2021 backing over 328 companies.  
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companies have become more and more compressed by the impact of inflation 

and interest rate hikes. The outcome of this dislocation remains to be seen and 

investors should beware. 

In summary, investing wisely has never been an easy task nor is it a perfect 

process.  The best strategy for addressing the challenges and changes that we face 

in 2022 is to stay alert, remain diversified, and seek an asset allocation that is 

compatible with your risk tolerance level.  A portfolio with a carefully selected 

asset allocation that includes a variety of assets such as fixed income, equities, and 

alternative investments will be equipped to absorb the corrections and 

fluctuations in the market, and it will position the investor to preserve wealth and 

achieve superior investment goals.   

In closing, we take this moment to say good-bye to the difficult, outgoing Year of 

the Ox and to wish our readers and their families prosperity, safe personal health, 

and good fortune during the incoming Year of the Tiger Chinese New Year 

celebration (February 1st)! 

====================== 
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