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New Trends, Old Hedges and Your
Next Big Early-Stage Opportunity
Here’s What I’m Looking for in 2022…
-by Bob Byrne
I’ve been trading stocks for more than twenty years, writing about
the stock market for more than thirteen years, and tracking the predictions of
Wall Street strategists and gurus every step of the way.
And at the end of each year, when I jot down my thoughts and predictions for
the coming 12 months, I begin by asking myself this question…
When was the last time a Wall Street strategist made you money with
consistently correct forecasts?
You see, when I started trading in the late-1990s, the traders on the floor
would dutifully absorb brokerage notes — paying particular attention to
which stocks were upgraded and downgraded and how dramatic the
accompanying price targets were.
It took me about six months to realize that most analysts were either full of
crap or horrendous guessers. Either way, I saw firsthand — and with my own
money on the line — that listening to Wall Street strategists was a sucker’s
game.
Upgrades, downgrades, and updated price targets don’t sound as sexy as endof-year predictions, but that’s what they are.
So, if Wall Street strategists are terrible at guessing which stocks should be
upgraded or downgraded, and even worse at assigning a reasonable price
target, why should you care what these analysts think will happen in the
coming year?
Short answer: You shouldn’t!
Despite what most mainstream financial media would have you believe,
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predictions aren’t meant to be guarantees or
recommendations. I view end-of-year predictions as
a form of active journaling.
I analyze the business environment, how the
economy is performing, the political climate, and
current stock market trends and make reasonable
guesses at how existing trends and patterns will
continue, end, or bend.
Whether you’re making them or reading them,
predictions are meant to make us think outside the
box. So, without further ado, let’s jump into what I
believe is in store for 2022!

A Trend that Bends
As 2021 comes to a close, the Nasdaq Composite is
within pennies of all-time highs. Yet at the same
time, producer- and consumer-based U.S. inflation
are running at multi-decade highs. The Federal
Reserve is tapering its quantitative easing program
and is mere months from raising rates. And the
average Nasdaq Composite stock isn’t remotely
close to its yearly highs.
The Nasdaq Composite

Source: Macrotrends
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While it’s true the Santa Claus rally helped many
stocks recover from the late November and early
December sell-off, the reality is we are navigating a
market being driven by a relatively small number of
stocks. And as every seasoned investor knows, a bull
market without broad participation is a recipe for
disaster.
Prediction: As we enter 2022, I expect an early-year
rally to fade, and the ongoing weakness in the
average stock to weigh on the Nasdaq Composite
and S&P 500 indices. I’d also look for the mega-caps
and index leaders to finally break lower. Nothing too
gut-wrenching, but a 15% to 20% decline in the
indices is likely.
The selling that took down small-cap stocks and the
high-growth sector beginning in February 2021 is
likely to migrate over to traditional tech stocks like
Apple (AAPL), Microsoft (MSFT), and NVIDIA
(NVDA). However, the decline in these stocks is
unlikely to be as destructive as what we saw in the
high-growth complex. Declines of 20% to 25% are
probable.
Prediction: While traditional tech stocks are apt to
finish the year with unimpressive gains, I expect
high-growth stocks,
especially those that
benefited from the COVID
work-from-home
environment but were sold
aggressively during the
second half of 2021, to
recover and finish 2022 with
solid gains. Companies that I
believe could end the year
with substantial gains are
Teladoc Health (TDOC),
Zoom Video
Communications (ZM), and
Fastly (FSLY).
Simply put, quality stocks
that became wildly expensive
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during the shift to a work-fromhome environment and
corrected during the second half
of 2021 will establish bottoms
during the first and second
quarters of 2022 and rebound
sharply in the last half of the
year.

Inflation Forces
the Fed’s Hand
Everyone knows prices are
rising. They’re rising at the
producer level, and that’s being
passed on to consumers.
Are supply chain bottlenecks to
blame? Sure, in part.
But just like you learned in your
freshman finance course, when you flood an
economy with money, that money gets spent, and
prices rise. Simply put, you can’t print trillions of
dollars and expect that to not eventually push prices
for goods higher.
Throughout 2021, Fed Chair Powell told Wall Street
and Mainstreet that the inflation surge we saw
unfolding all around us was transitory. At that same
time, corporate CEOs were telling investors the
exact opposite.
Corporate leaders have been telling investors that
inflation is real, it’s likely to get worse, and it’s here
to stay.
Suffice to say that the Fed knows they got it wrong,
because they just accelerated their timetable for
unwinding their current asset purchasing program,
doubling the reduction in purchases from $15 billion
to $30 billion per month. The Fed also expects to
raise rates three times in 2022, up from two hikes a
few weeks ago.

Prediction: Due to persistently high inflation, the
Federal Reserve will be forced to raise rates by at
least a full point in 2022. Increasingly hawkish talk
from the Fed will spook investors and trigger a
sharp, 15% to 20% decline in the S&P 500 and
Nasdaq Composite during the first half of 2022.

Investors Flock to Precious
Metals
With the price of gold trading about where it was ten
years ago, it’s been a while since gold bugs have had
a reason to smile. However, with inflation soaring
and the realization that bitcoin and other
cryptocurrencies aren’t an effective inflation hedge,
gold may finally enjoy some time in the sun.
Prediction: The growing realization that the Fed is
behind the curve for taming inflation will force
investors to flock to gold. For the first time in years,
gold, silver — and the companies that mine for these
metals — become the go-to momentum trade. The
VanEck Vectors Gold Miners ETF (GDX) gains 50%
during 2022.
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The Metaverse is 2022’s
Megatrend
2021 was the year that cryptocurrencies went
mainstream.
Wall Street institutions established divisions to
research and invest in them. Joey Baggadonuts
opened a Coinbase account and learned what a hot
and cold wallet is. And your stubborn Granddad that
made fun of you for talking about bitcoin in 2019 is
now asking you for investing advice.
Prediction: While investor interest in
cryptocurrencies will continue to explode in 2022,
the new megatrend to get ahead of is the metaverse.
In its most basic form, the metaverse is a virtual
world where people can socialize, work, and play.
But honestly, it’s way more than a simple virtual
world.

“While I expect bitcoin to
trade above $75,000 in
2022, I see Ethereum
gaining significantly more
on a percentage basis than
bitcoin.”
And by the end of 2022, a massive number of
investors will have discovered that the metaverse not
only represents the next significant advancement in
the internet, but that they’ve missed their chance to
secure early-stage investments in its development.
A few companies every investor interested in the
metaverse should have on their radar are Unity
Software (U), Roblox Corp (RBLX), Meta Platforms
(FB), and Metterport (MTTR).

A Changing of the Guard
When investors think about Crypto, they think about
bitcoin first and Ethereum second. That changes in
2022 as the use cases for NFTs (Non-Fungible
Tokens) shine a spotlight on the actual value and
utility of Ethereum.
While I expect bitcoin to trade above $75,000 in
2022, I see Ethereum gaining significantly more on a
percentage basis than bitcoin.
Prediction: Weakness in stocks pushes
cryptocurrencies lower, creating an attractive entry
point during the first quarter of 2022. Following that
decline in crypto assets, Ethereum soars, trading
above $10,000 during the second half of 2022 and
forcing many cryptocurrency mining operations to
rejigger their machines to mine for ETH instead of
BTC.
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2022: The Year of the NFT
Stocks Are So 2021–It’s Time to Expand Our Investment Horizons
-by Tim Collins
We stand excitedly at the precipice of a
new year.
Of course the old one wasn’t without its own
noteworthy developments…
We spent the year battling COVID, a COVID
mutation, and another COVID mutation.

Will that change when we ring in 2022? Rather than
betting against equities, perhaps it is time to expand
our horizons and consider even more alternative
vehicles related to the crypto space.

Looking Ahead to 2022
A new shorthand trading language has developed.

While the Delta variant still presented challenges,
Omicron, the latest COVID strain, appears like it
may actually be a more positive development.

GM. WGMI. NGMI. Vibing. Ape in. Mint. Burn.
Airdrop. Gas fees. Wen moon? Whitelist. Degen.

The Fed decided to turn off the money spigot. That
means markets are going to have to accommodate a
less accommodating money supply and Fed.

The list goes on. And Wall Street’s refusal to
acknowledge the markets that spawned this
vocabulary has cost hundreds of millions in missed
opportunities.

Still, it’s hard not to imagine investors going into
2022 without some thought of a printing press put
under equities. If things get really bad, the Fed can
crank up their easy money policy again.

Non-fungible tokens (NFTs) have proven themselves
to be much more than just the next Beanie Babies
craze.

And while many individual stocks faltered in the
fourth quarter of 2021, indexes are poised to print
double-digit growth for yet another year. Betting
against equities hasn’t worked for more than a
decade now.

Any computer gives you the ability to right-click and
save just about any digital image to your computer,
phone, or mobile device.
So why buy an NFT, when you can do that?
Because good luck selling that image for $1,000 or
$100,000 or even $1,000,000. All of those prices
have traded in the NFT market — but only for actual
NFT holders, not the right-click and save folks.
The markets for NFTs have exploded. Unfortunately,
with that kind of success comes a stampede of
supply. New NFT projects hit the markets on a daily
basis, sometimes by the dozens.
I use the term “new” loosely as many current
offerings are copycats or derivatives based on the
most successful NFT projects. Speaking in Wall
Street terms, it is fair to say NFTs involving apes are
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getting very expensive and copycats are coming out
of the woodworks. Cryptopunks as well…

Not to be outdone, Nike recently announced the
purchase of RTFKT, which operates both in physical
as well as NFT projects.

Imitation is the highest form of flattery, so they say.

More Than High-Priced Digital
Images
The biggest reason NFTs have remained part of the
mainstream, and so many of them hold value, is their
ability to brand and create loyal, almost cult-like,
communities.
Some brands have grown such strong followings
they’ve attracted traditional corporations to get
involved. Adidas has entered the space, partnering
with the aforementioned Bored Ape Yacht Club and
Cryptopunks.
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Shortly before the purchase, RTFKT launched the
largest ever NFT offering, targeting over $100
million in proceeds. Although the project didn’t
launch smoothly, it did sell out earning RTFKT big
bucks. Shortly after they revealed the art of the NFTs
in the project, Nike announced the acquisition.
While terms are not yet known, it marks a major
turning point in the NFT industry. Prior to this, we
mainly saw corporations buy an NFT in a project and
send out a tweet announcing their entry into the
digital world.
A few companies like McDonalds (MCD),
Anheuser-Busch InBev SA/NV (BUD), Playboy
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(PLBY), Disney (DIS), and Pepsi (PEP) have
launched their own mini projects with all of them
finding success.
Outside of Playboy, none of the projects have really
been big enough to move the needle for the
underlying companies; however, it shows continued
acceptance of the NFT concept.

The Next Evolution of NFTs
Perhaps the most amazing aspect of the NFT world
is the speed at which it evolves and innovates. For
every hundred projects that rhyme with an existing
one, there is a new outlier, an evolution of what a
project can offer.
Some may think NFTs peaked in 2021. I believe they
are just getting started, and 2022 will experience a
significant evolution in application and acceptance.
The vast majority of NFTs live on the Ethereum
chain. While we are seeing some shifts toward
Polygon, Solana, Tezos, and other low cost, more
efficient blockchains, the trend still favors Ethereum.
The coming evolution, though, will see the
expansion of multiple chains.
As we move into 2022, the market will shift away
from JPEGs of cute and cuddly animals into more of
a digital economy usage of NFTs. Ironically, most of

those cute and cuddly avatars pictures are PNGs
rather than JPEGs, but I digress.
The likelihood is many of the avatar projects we see
out there today will fade as we give rise to projects
that tie IRL (in real life) aspects to their projects.
That’s the big picture for 2022 and it’s coming.
NFTs aren’t going to go away. They are going to
evolve into a securities function, a hedge fund and
private placement competitor, and the new wave for
even small investors to get involved in diverse
projects that offer exposure to real life assets and
decision-making.

Say Hello to NFT DAOs…
DAO stands for decentralized autonomous
organization. It is an entity with no central
leadership. Unlike say a hedge fund with a manager
or a corporation with a CEO or Board of Directors
that make decisions, DAO decisions are made from
the bottom-up. Everyone gets a say with decisions
made around rules set on a blockchain. There are
proposals made and all DAO members have a
specific set of time to make their vote.
This year, expect a huge rise in DAOs as new NFT
projects drop under which the holders will be able to
decide how projects operate. This may include how
farms are managed, what flavors of coffee a
Starbucks competitor will create, what island to
purchase for the benefit of the community, etc.
Heck, in a few years, we’re going to see
professionally managed teams (both traditional and
eSports) operate under an NFT DAO and have its
holders decide who will be drafted or who will start
a game.
As the year rolls along, when we see projects that fit
our view of NFT DAOs that offer fantastic reward
versus risk, we’re going to outline NFT DAO
opportunities for our subscribers. Get ready for some
new and unique opportunities in the new year!
7
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The Last Word…
2021: The Year in Inflation…
-by Bob Byrne
The year 2021 was a year all its own.
It was a year in which our economy emerged from its
fallout shelter to survey the landscape and see how
much damage the ICBM of global lockdowns had
caused.

In October I followed up:
“Well inflation numbers came out this week…
And the results weren’t great, especially if you
like your money to count for something.

At first glance, and with a swell of hope beating in
your chest, things might not look so bad. But after a
deeper inspection, you realize things were worse
than they looked.

The Bureau of Labor Statistics (BLS) reported
that consumer prices rose 0.4% from August to
September. That translated to a 5.4% increase
from a year ago — the highest increase in over
10 years.

The Fed put on its brave, optimistic face for the
better part of the year. For months they stood by their
assessment that inflation, caused largely by disrupted
global supply chains, was “transitory” — despite
ever-increasing evidence it wasn’t. We documented
the reality…

Water those numbers down by taking out food
and energy prices and prices rose “just” 0.2%
month-over-month and 4% year-over-year. The
year-over-year number was down half a percent
from the previous month… but is at levels not
seen since the early 1990s.”

In September I wrote:
“The only problem with the Fed’s projections of
inflation being transitory is that reality doesn’t
seem to bear them out. Let’s take a look at some
recent reporting…
Last week, the Producer Price Index (PPI) came
in 0.1% above expectations at 0.7% month-overmonth pushing the increase in prices to 8.3%
since August last year. Core PPI (producer prices
that exclude food and energy costs) pushed
prices 6.7% higher since 2020.
This week, the Consumer Price Index (CPI)
proved to be a little friendlier — coming in just
below forecasts — at 0.3%. Still, year-over-year
prices are at some pretty disturbing levels if
you’re the Fed. Prices are up 5.3% and core
prices are up 4% from a year ago — well above
the Fed’s usual inflation target of 2%.”
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But the “transitory” narrative from Fed Chairman
Jay Powell and Treasury Secretary (and former Fed
Chairman) Janet Yellen continued well into October.
Finally, at the November 3 FOMC press conference,
Chairman Powell cried “uncle” — without actually
crying “uncle” of course: (my emphasis)
"Last December, the Committee stated its
intention to continue asset purchases at a pace of
at least $120 billion per month until substantial
further progress has been made toward our
maximum-employment and price-stability goals.
At today’s meeting, the Committee judged that
the economy has met this test, and decided to
begin reducing the pace of its asset purchases."
Apparently six months of inflation at more than
double the Fed’s “target” qualifies as price stability.
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Consumer Price Index

Source: Tradingeconomics.com | US Bureau of Labor Statistics

But more likely the problem was we didn’t
understand what “transitory” actually meant. So at a
November 30 appearance before Congress, the
chairman clarified:
“I think the word ‘transitory’ has different
meanings to different people. To many it carries
a sense of short-lived. We tend to use it to mean
that it won’t leave a permanent mark in the
former of higher inflation. I think it’s probably a
good time to retire that word and try to explain
more clearly what we mean.”
His explanation came by way of his December 15
FOMC presser:
"…in light of the strengthening labor market and
elevated inflation pressures, we decided to speed
up the reductions in our asset purchases."
And as a bonus he announced:
"We also updated our assessment of the progress
the economy has made toward the criteria
specified in our forward guidance for the federal
funds rate. With inflation having exceeded 2
percent for some time, the Committee expects it
will be appropriate to maintain this target range

until labor market conditions have reached levels
consistent with the Committee’s assessments of
maximum employment. All FOMC participants
forecast that this remaining test will be met next
year. The median projection for the appropriate
level of the federal funds rate is 0.9 percent at
the end of 2022, about a half a percentage point
higher than projected in September."
“Half a percentage point higher” means they’ve
effectively doubled their target rate for the end of
2022.

Don’t Blame the Poor Fed
You really can’t blame the Fed for perennially being
behind the economic curve. They’re just bad at what
they do. To be fair, it’s pretty much impossible to
micro-manage a $20-plus trillion economy.
On its face, these actions may not seem like much.
But in reality, this is a dramatic about face. One that
can only be caused by dire circumstances. And if you
judge their actions instead of their words, you can
pretty much tell that this is the Fed in panic mode.
So how high will rates go in 2022? How badly will
the stock market get hit? We’ll have to see. One
thing is certain, it won’t be dull when the Fed’s
involved!
9
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You Can’t Make This S#!% Up…
The Ultimate Dead Battery Solution
A new year came and now it’s gone and yet another
is on the way… 2022 is almost here and “green”
energy still isn’t ready for prime time.
The hot political topic these days, the reality is green
energy currently represents only a fraction of the
overall energy being produced today. There are a lot
of reasons for this…
First there’s the fact that it’s unreliable. The sun
doesn’t always shine and the wind doesn’t always
blow.
Another is the fact that it’s remarkably less efficient
than the hydro-carbon energy. Running today’s
technology over 30 years, a $1 million investment
will produce 55 million kilowatt-hours (kWh) of
wind power and 40 million kWh of solar. But, a
million bucks spent on natural gas will generate over
300 million kWh of energy.

shouldn’t be in business.) Musk’s dream of a million
mile battery is a noble goal. But current physics
dictate that batteries lose capacity and have to be
replaced. And in Tesla’s case, that’s not an
inexpensive proposition.
So “not inexpensive”, in fact, that a Model S owner
decided to resolve a failed battery issue in a very
unique way…
When Tuomas Katainen, a Finnish Tesla Model S
owner whose battery pack failed out of warranty,
went to the company looking for redress, Tesla told
him it would cost $22,000 for a replacement —
nearly half the car’s original cost.
So Tuomas came up with a radical solution to his
problem.
He decided to blow up his car.

Then there’s the somewhat ironic cost (financial and
environmental) to produce the batteries that will run
it all. A single electric vehicle battery weighs about
1,000 pounds and requires mining roughly half a
million pounds of materials to make it.
Yet many industries — notably car manufacturers —
have jumped on board the green trend. None more
famously than Elon Musk and Tesla.
Tesla has received billions of dollars in government
subsidies — both state and federal. (I’ve said it
before and I’ll say it again… Any industry that
requires government supports to stay in business
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He could have at least waited for New Years Eve…
Here’s this month’s updated portfolio. And have a
happy and prosperous new year!

