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On Wall Street, there’s a saying: Bear markets don’t scare you out 
— they wear you out.  

We are in a bear market. And having invested through two of the worst bear 
markets in the last forty years — 2000-2003 and 2008-2009 — I’ve seen 
firsthand how investors get worn down to the point they sell their stocks, 
close their investment accounts, and simply give up on stocks altogether.  

To the average investor with some portion of their life’s savings in the stock 
market, any decline in share prices is an unwelcome event. But it’s essential 
to understand the difference between a brief, albeit scary short-term 
dislocation amid a bull market, and a full-blown bear market.  

When the economy is strong, interest rates are stable, and corporate profits 
are rising, a short-term stock market dislocation is often a fantastic buying 
opportunity.  

I know it’s been a few years, but the 20% decline in 1998, the 18% correction 
in 2011, the 13% dip in 2015, and the 20% slide in 2018 were all incredible 
buying opportunities. And they all took place during bull markets.  

On the flip side, the bear markets in 2000 to 2003 and 2008 to early 2009 
were brutal. 

In this issue, we’ll talk about the difference between bear markets and BEAR 
markets. We'll look at three essential characteristics to look for when 
assessing companies in today’s bear market. Plus I’m going to share a micro-
cap “EV” company that I believe has explosive growth potential in a brand 
new, rapidly growing multi-billion dollar market.   

Let's dive in… 
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Bears vs. BEARS 

What’s the difference between a short-term 
dislocation and a real bear market?

The only real difference between a bull market 
correction and a bear market is the magnitude of the 
decline and how long it takes for the market to 
recapture its old high.  

The folks in the media tend to overcomplicate the 
distinction between corrections and bear markets — 
Don’t overthink it. 

The two charts below show the bull market 
corrections in 1998, 2010, and 2011. The declines 
and duration of each correction are easy to see. 

In both previous examples, the market corrects over 
a matter of weeks, stabilizes, and forms a new base, 
and then the bull market resumes, and prices move 
on to new highs.  

The whole process takes between five and ten 
months, and the share price declines are, for the most 
part, modest (under 20%). 

Bear markets are entirely different. Share price 
declines often measure between 40% and 80%, and it 
can take years for the market to “reset.”  

Take a look at the charts below. The first is from the 
2000 to 2003 bear market. The second is from the 
financial collapse of 2008 to early 2009. 
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The tech wreck of the early-2000s was entirely based 
on valuations. Virtually everything in the tech space 
became wildly overvalued. It took several years to 
weed out the junk companies and, for those with 
actual operating businesses, decline enough so that 
buyers were willing to reenter the market. 

In the case of 2008-2009, the bear market was due to 
a banking crisis. As you can see, the level of panic 
reached a tipping point during the fourth quarter of 
2008, and stocks went nearly bidless. 

The bear market of 2008, which is affectionately 
referred to as the 2008 financial collapse, only 
reached a turning point when the Federal Reserve 
and US government stepped in and backstopped 
virtually every financial institution in the country.  

Putting Money to Work During 
Stock Market Dislocations 

I could spend hours talking about how to invest 
through a stock market correction and bear market 
but,to keep things simple, let's talk about where the 
stock market is today. 

Stocks are falling for two fundamental reasons:

1. The Federal Reserve kept interest rates too 
low for too long, and excesses built up in the 
stock market. Investors became sloppy and 
invested in anything with an ounce of 
potential.  

2. Due to easy money, rising wages, and a 
broken supply chain, inflation is out of 
control. With the most recent inflation reading 
at 8.5%, the Fed has no choice but to hike 
rates repeatedly over the next 12-plus months.  

Companies, especially those who need to borrow a 
lot of money, struggle when the Fed aggressively 
raises rates. So, when possible, we want to invest in 
companies with little or no debt, a high cash balance 
(operating at a positive cash-flow rate is best), and 

strong product pricing power (to fight the effects of 
input cost inflation). 

Are other aspects important? Of course. But a huge 
part of investing is knowing how to keep things 
simple and only focusing on the three or four most 
important factors based on where we are in the 
business cycle. 

Buying Growth at a Discount

With the S&P 500 down more than 11% year-to-
date, it's been a rough year for stock pickers. Most 
professional money managers have been inundated 
with redemption notices, and that means folks that 
should be looking for under-the-radar opportunities 
are having to run damage control 24 hours a day, 
seven days a week. 

Buying stocks in a bearish environment is scary, but 
the investments you make during the grips of a bear 
market often produce the most significant gains 
when the bulls regain control of the market. 

I have my eyes on several stocks that I believe have 
been unfairly punished over the past few months. 
And one I want to introduce you to today is a tiny, 
$37 million company that designs and manufactures 
electric outboard powertrain systems for boats. 

That's right, boats!

Vision Marine Technologies (VMAR) IPO-ed on 
the Nasdaq in late November 2020, but due to a mix 
of COVID-related challenges and, frankly, a lack of 
investor awareness, the company's stock has drifted 
from a high of near $18 to near $4. 

If you're unfamiliar with electric boats, don't fret. It's 
a market that's still in its infancy. But it wasn't so 
long ago that we would've said the same thing about 
Tesla and the electric car market! 

You can see how quickly investors have embraced 
the rush to electric vehicles by the market caps of the 
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major EV players: Tesla at $915 billion, Lucid at $30 
billion, and Rivian at $28 billion. With the global 
recreational boat market projected to reach $23.6 
billion by 2027, I think it's about time we take a hard 
look at electric boats too! 

And don't forget the government's push to go green. 
Electric cars aren't the only EVs state, and federal 
governments are looking to endorse. 

In its literature, the company points out that with 
cities and local municipalities beginning to ban or 
restrict the use of gasoline and diesel-powered boats 
from local lakes and rivers, the time for boating 
enthusiasts to embrace a greener option is now.

Now, before I tell you about VMAR's fully-electric 
powertrain system and its enormous addressable 
market, we need to talk numbers. 

Financial Stability in an 
Unstable Market

With more than $7.5 million in cash, virtually no 
long-term debt, and a pathway to positive cash flow, 
risk-minded investors can find a lot to like in Vision 
Marine's financials. 

I want you to think about that cash figure for a 
moment. 

With $7.5 million in the bank as of February 2022, 
more than 20% of the company's market cap 
comprises cold, hard cash. And while the company 
did burn through $3.3 million in its most recent 
quarter, management believes a transition to positive 
free cash flow is within arm's reach, potentially as 
soon as year-end. 

As far as the company's share structure is concerned, 
with roughly 8.3 million shares outstanding and 
options, priced between $2.07 and $2.76, 
representing an additional 964,000 outstanding 
shares, I definitely consider Vision Marine to have a 
tight share structure. 

Now, while it's easy to understand the value of a $37 
million company with $7.5 million sitting in cash 
and no meaningful amount of long-term debt, you 
might not be clear on what a tight share structure 
means. 

With a fully diluted (shares outstanding and existing 
options) share structure of around 9.25 million 
shares, and no significant outstanding warrants, the 
first whiff of increased business momentum or 
strong revenue growth will likely send the company's 
shares higher. 

It doesn't take a significant investment to send a 
stock soaring when there are so few shares 
outstanding. 

Vision Marine's Secret Sauce

Before I tell you about VMAR's growth engine — its 
electric powertrain systems — I need to tell you 
about the company's boat manufacturing and rental 
divisions quickly. 

To be clear, I'm going to gloss over these divisions, 
but not because they're poorly run or losing money. 
Quite the opposite, their rental division is very 
profitable.

But here's what you need to understand...

I'm not interested in what VMAR can accomplish 
over the next few years based solely on renting its 
boats. I want explosive potential. And for that, the 
company needs to achieve its goal of becoming a 
major supplier of electric powertrain systems to boat 
manufacturers.  

As far as VMAR's rental division is concerned, the 
company's Newport Beach, CA division reported an 
incredible $4.33 million from a single facility in 
2021. And based on that success, the company has 
decided to expand its operations in Florida.

4



WWW.STREETLIGHTCONFIDENTIAL.COM

And look, I'm thrilled that VMAR can generate more 
than $4 million from renting boats. Frankly, that's 
free cash flow that can help fund the electric 
powertrain systems unit. But at the end of the day, 
what will turn this company into a fantastic 
investment is if it can lock up even a tiny portion of 
the domestic boat market with its electric motors. 

So, what's a powertrain system?

 According to Vision Marine, "a powertrain system is 
a vehicle's infrastructure that converts energy into 
movement. In an electric boat, that infrastructure 
starts at the battery pack, continues with an inverter, 
goes to the motor, and ends with the propeller.” 

VMAR’s E-Motion engine is efficient, easy to 
maintain, and inexpensive to charge. But unless 
you’re familiar with boat motors, you’ll probably 
miss the part about the company’s powertrain being 
94% efficient.  

And I wish the company highlighted that its 94% 
efficiency far surpasses the 54% efficiency rating 

recorded from its principal competitor’s powertrain 
technology. 

Here’s some more specialty insight for you from the 
folks at Vision Marine. 

“The efficiency of a powertrain system determines 
the range of a boat on a single battery charge and the 
speed at which the boat operates.” And as you know, 
when it comes to boats or cars, today’s consumers 
want range and speed! 

A Multi-Billion Dollar 
Opportunity

Living in the mountains, I’m more of a skier than a 
boater. But I don’t need to own a boat to appreciate 
the massive opportunity facing Vision Marine. 

In 2018, the National Marine Manufacturers 
Association (NMMA) estimated the US domestic 
outboard engine market was worth nearly $3 billion. 
They expect the market to explode to around $17 
billion by 2025. 
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And according to a more recent report from Global 
Market Insights, Inc, the worldwide addressable 
recreational boating market is set to surpass $63 
billion by 2026. 

Numbers like $17 billion and $63 billion are huge. 

But when you remember that Vision Marine’s market 
cap is only $37 million, we’re talking about a 
genuinely enormous market opportunity. Frankly, 
Vision Marine doesn’t need to capture too much of 
that market for investors to realize a sizable return on 
an investment in the company’s stock. 

Oh, and before I forget ...

While the company has yet to commercialize its 
electric powertrains, they have non-binding letters of 
intent from original equipment manufacturers 
(OEMs) to purchase over 1,000 powertrains.  

And with the projected sales price for the first 
electric outboard powertrain system coming in at 
around $100,000, these LOIs solidify my view that 

the company’s primary growth drive moving forward 
is its fully electric powertrain. 

Potential Flies in the 
Ointment

An investment in anything carries with it some 
degree of risk. 

With a market cap of only $37 million, Vision 
Marine is unquestionably a micro-cap stock. If the 
company burns through its cash at the current rate 
for another two quarters, it WILL be in a cash crunch 
and forced to raise money — potentially at 
unfavorable rates. 

Remember, with the Federal Reserve hiking interest 
rates, VMAR could be forced to pay a significantly 
higher interest rate than it would have just six 
months ago. 

Another risk is a recession…

Boats aren’t cheap.  
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And just like the early days of electric vehicles, 
owning a boat with an electric motor is a luxury. If 
the economy takes a sharp turn lower due to the 
Fed’s rate hikes or out-of-control inflation, VMAR 
may struggle to sell its electric powertrains. 

A final concern is the ongoing supply chain 
challenges. We all know the story: The global supply 
is a hot mess, especially for EV batteries. And 
frankly, with no indication that the supply chain will 
improve anytime soon, this could plague the 
company for a long time. 

All these challenges aside, I want you to know that I 
agreed to be an advisor for the company a few 
months ago for one simple reason: I believe Vision 
Marine has the corporate leadership, the technology, 
and the internal support to become a significant 
player in the electric boat space. 

Suffice to say I own shares of Vision Marine.

Boating enthusiasts will transition away from 
internal combustion engines to electric powertrains.  

And with Vision Marine’s head start, which I believe 
could be as much as a couple years, I think this 
company can jump to an early lead and set itself up 
to be an acquisition target for a large boat or engine 
manufacturer. 

Action to take: 
Buy shares of Vision Marine Technologies 
Inc (VMAR) up to $5.45 as a speculative 
investment in the growth of electric 
powertrains in the boating industry. 
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It’s been a rough 2022 for the equities 
market. 

Identifying opportunities has been increasingly 
difficult. Even more challenging has been riding the 
waves of volatility. Investors can hold a strong or 
diverse portfolio and still struggle to avoid selling 
because of volatile price action.

And you may have noticed many companies that 
have gone public in the past few years have been 
some of the names hit the hardest. A big reason is 
they’re coming public at higher and higher 
valuations. Much of their potential upside is often 
priced into shares by the time they reach the public 
markets.

Our approach to finding stocks with the biggest 
profit potential is by looking in the private markets, 
or pre-IPO deals. Fortunately, the Jumpstart Our 
Business Startups (JOBS) Act of 2012 made it easier 
for early-stage startups to raise capital through three 
company offering options: Regulation D, Regulation 
CF (Crowdfunding), and Regulation A+.

Our focus today is on the Regulation A+ offering 
which allows private startups to raise up to $75 
million each year from accredited and non-
accredited investors through a process often called a 
“mini IPO.”

Utilizing this approach, investors have the 
opportunity to buy stock in companies before they 
come public at their full valuation.  

In some cases, investors can participate at the same 
level as venture capitalist and institutional investors.

While information can sometimes be difficult to 
uncover in this area, I have spent the better part of 
the last decade working with and consulting for these 
private companies. That means I get access to ALL 
their information. Today, I’m going to share with you 
a company unlike any other I’ve researched in my 
20-plus-year career. 

The founders running this tiny Utah-based company 
managed to purchase a state-of-the-art facility that 
cost close to $60 million to construct only a few 
years ago, for an all-in cost of $3.5 million.

And as if paying 6 cents on the dollar for a fully 
permitted facility wasn’t amazing enough, these guys 
also acquired nearly 6,000 acres of land with the 
equivalent of more than 184 million barrels of oil 
sitting just beneath the surface. The valuation of that 
oil is commonly done with a resource report.

The most recent resource report was completed by 
McDaniels, one of the most respected reserves and 
resource engineering adjudicators. McDaniels 
declared a net present value (NPV) at a 10% 
discount of $105 million for the current permitted 
areas on our assets.

So between the $60 million facility and the nearly 
$105 million in easy-to-access oil, the company I’m 
about to tell you about is sitting on approximately 
$165 million in assets.

Currently, investors have the opportunity to invest in 
the company today at a $37.5 million valuation.

That’s like buying a dollar for only twenty-three 
cents!
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Say Hello to Sky Quarry

Sky Quarry is a privately held company that was 
founded with the mission to solve the problem 
created by waste asphalt shingles.

Did you know that shingles are made of 25% asphalt 
bitumen oil? And based on the roughly 12 million 
tons of recyclable asphalt shingle waste that is 
dumped into North American landfills annually, 
we’re pouring the equivalent of 20 million barrels of 
oil into our landfills every year.

The Sky Quarry solution to this environmental 
disaster is to take in the waste asphalt shingles for 
the same tipping fee that landfills charge ($15–$100 
per ton) at its state-of-the-art PR Spring facility. 

Once the shingles are collected, Sky Quarry will 
recycle them using its patent-protected ECOSolve 
technology and then resell the product output to 
shingle manufacturers and industrial partners. 
Potential products include items like asphalt tack 
coat, granules, limestone powder, environmentally 
sourced heavy oil, reclaimed bitumen, polymers, and 
stone matrix asphalt.

ECOSolve isn’t just a fancy name. It’s the 
company’s patent-protected, hydrocarbon-based 
waterless solvent. But fancy or not, this closed-loop 
waterless solvent is where the magic happens.

In oil sands, the raw material is mined, crushed and 
mixed with the waterless solvent. From there, it is 
heated and agitated in a mixing vessel into a slurry.

Once the waterless solvent “washes” the sand clean, 
a pre-oil liquid asphalt is produced. And from this 
pre-oil, Sky Quarry can complete the process of 
producing WTI market bitumen, heavy oil or heavy 
crude oil.

And when it comes to Sky Quarry’s waste asphalt 
shingle (WAS) operation, the ECOSolve technology 
allows the company to recover the bitumen trapped 

inside the WAS and transform it into products that 
perform just as well as virgin materials.

If we distill Sky Quarry’s business model to its most 
basic level, the company receives a tipping fee from 
the haulers that drop off the waste asphalt shingles.

That tipping fee is expected to cover most, if not all, 
of the costs to process, recycle and separate the 
various shingle elements back into a salable state 
(using the company’s ECOSolve technology).

And because the tipping fee is expected to cover 
most of the costs associated with the recycling, 
virtually all revenue from sales of the waste asphalt 
shingle-recovered oil goes straight to the company’s 
bottom line. That’s zero-cost oil!

Sky Quarry is a young company, but that doesn’t 
mean its management is inexperienced. It also 
doesn’t mean the executive team is composed of a 
dozen different guys pulling down massive salaries.
In Sky Quarry’s case, the CEO, chairman of the 
board and co-founder is a gentleman named David 
Sealock.  

And just as I like to see, David has both deep ties to 
the oil and gas and industrial spaces, as well as a 
track record for delivering returns to shareholders. 

David Sealock is a highly accomplished senior 
executive leader with over 30 years of strategic 
management and business leadership. He has a track 
record of building high-performing teams with a strong 
focus on setting corporate strategy, executing over 
$1.2Bn in equity and debt transactions, joint ventures 
and M&A deals. 

Successful track record of delivering returns to 
shareholders: 

• Sunshine Oilsands – raised of $70 million to 
acquire assets; completed HKE $600 million IPO – 
led by Bank of China and Morgan Stanley; IPO was 
for $9.68 in 2012. 
• MegaWest Energy – as part of the executive team, 
raised funds of $35 million for project financing –
moved stock from $0.35 to $1.10 before acquistion. 
• Deer Creek Energy – raised funds of ~$250 million 

to acquire assets, completed an IPO at $9.68. Sold 
to Total E&P for $31/share a year after IPO. 

  9



WWW.STREETLIGHTCONFIDENTIAL.COM

• Petrovera Resources – Raised NPV from $350mm 
to $800mm over 4 years. 

Mr. Sealock served as:  
• CEO of Petroteq Energy 
• President of Autus Venture 
• Vice President Technology – Petroleum 

Technology Alliance Canada 
• President & COO of Sulvaris 
• President & CEO of Sunshine Oilsands 
• EVP MegaWest Energy, and 
• Senior Management positions with Deer Creek 

Energy, CNRL, Petrovera Resources, Total and 
Chevron. 

Joining David as a co-founder, director and 
executive vice president (EVP) is Marcus Laun.  

And rather than spending the past two or three 
decades navigating the oil patch, Marcus spent his 
time advising and raising capital for companies, and 
as a managing director of Knight Capital Group, he 
helped create the firm’s investment banking division. 

Marcus Laun has spent the past twenty years as a 
founding principal or senior advisor to over fifteen 
publicly and privately held companies. His experience 
includes advising and investing Nurture Inc., an 
organic baby food company which eventually sold to 
Group Danone for $250mm. Mr. Laun is founder and 
CEO of GrowthCircle.com and Geopulse Exploration 
Inc., a media company specializing in the production 
and distribution of short films for corporate clients. 

Mr. Laun has also advised and raised capital for 
companies in the solar, wind, oil and gas and 
alternative fuel industries. 

Mr. Laun founded the investment banking division of 
Knight Capital Group (the largest market-maker of 
equities in the US) where he managed syndicates for 
over $300 million in financing. He was a Managing 
Director of Knight. 

In addition to Sky Quarry’s strong management 
team, you should know that J.P. Morgan has already 
snapped up a 20% stake in the company.

Yes, that J.P. Morgan — the one you see on 
television and read about in the Wall Street Journal.

And based on my discussions with David and 
Marcus, J.P. Morgan wants to maintain its 20% stake 

in the company, so the Wall Street investment firm is 
expected to be an active participant in its Reg A+ 
offering.

Assessing the Risks

I don’t care if you’re investing in the private or 
public markets; nobody likes to talk about the risks 
associated with a specific investment. But assessing 
risk is how we succeed as investors over the long 
term. 

In Sky Quarry’s case, it’s possible that the 
company’s ECOSolve technology won’t perform as 
expected. And if this were to occur, it would have a 
severe impact on the company’s ability to generate 
significant revenue.

Determining a company’s valuation before 
generating revenue is also a tricky proposition.

And we can’t ignore the potential for price 
fluctuations in the value of end-products that Sky 
Quarry will produce from its waste asphalt recycling 
activities. The prices and demand for asphalt cement, 
shingle granules, sand aggregate, limestone and/or 
fiberglass are uncertain.

Another risk to consider is that you won’t have 
immediate liquidity because Sky Quarry is a private 
company. Until Sky Quarry lists its stock on an 
exchange, your investment will be illiquid.

Some of these risks are unavoidable. And some risks 
are simply a fact of life when investing in small-cap 
or private companies.

For example, anytime you invest in a private 
company, you know that your investment is locked 
up for an unknown amount of time. That said, based 
on management’s desire to go public within the next 
12–24 months, I don’t see this as a deal-breaking 
risk.

As far as the risks associated with the ECOSolve 
technology are concerned, you’ll have to accept 
them until the plant is up and running.
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However, the risks associated with ECOSolve along 
with valuation risks are, in my view, balanced out by 
the price of the offering.

In their Form 1-A filing with the Securities and 
Exchange Commission, management has already 
identified target markets across the United States for 
expansion. The company is looking to scale 
regionally to Virginia, Vermont, Alabama, Florida 
and Maryland before taking the plunge and servicing 
larger markets in Los Angeles, Portland and Seattle.

Sky Quarry’s state-of-the-art PR Spring facility will 
remain the crowning jewel of the waste asphalt 
recycling industry. But Marcus and David have 
serious expansion plans. And these plans revolve 
around the creation of modular recycling facilities 
that enable aggressive expansion opportunities.

These facilities are expected to cost around $8 
million to build. Given the money collected from 
tipping fees, the modular facilities pay for 
themselves within 18 months — even if oil drops to 
$70 per barrel!

Once the facilities are paid for, they become cash 
cows, splitting $6.5–8 million in additional profits 
per year.

Here are the Key Details

As an early Reg A+ investor, you have the 
opportunity to buy units at $1.25 per unit.

Each unit consists of one share of stock at $1.25, 
plus one full warrant to buy an additional share for 
$2.50. And best of all, you have three years to 
exercise your warrants and purchase an extra share 
of stock for $2.50.

Here’s why that three-year timeframe is essential.

While Sky Quarry is a private company, 
management isn’t shy about voicing its desire to list 

on a major stock exchange over the next one to two 
years.  

So, if Sky Quarry were to go public in the next three 
years and its stock shot up to $10 per share, you’d 
still have the right to purchase shares at $2.50 if you 
choose to do so, but remember, your warrant doesn’t 
compel you to purchase another share of stock. It’s 
entirely up to you.

I do need to disclose that associated entities of mine 
hold a position in Sky Quarry.

If you find this offering intriguing, please contact 
your personal financial advisor, get their opinion/
advice, and follow the instructions below should 
you decide this investment opportunity fits your 
personal risk parameters.

Here’s Your Private Deal 
Walkthrough

Keep in mind: If you have any questions about 
entering the deal, you can reach out to Equifund 
directly by calling (866) 338-3004 or emailing 
support@equifund.com.

Step 1. To see the full offering, go to: equifund.com/
skyquarry/ Be sure to read everything — especially 
the “Offering Docs” carefully.

Step 2. If you’re ready to invest, you’ll click the 
“Get Started Now!” button on that page.

Step 3. You’ll be prompted to register with Equifund, 
which is the platform you’ll use to enter the deal. 
Then just follow the prompts!

Step 4. After you invest, you can view the status of 
your investment in the “My Investments” tab after 
logging into your Equifund Dashboard. Again, if you 
have any questions about entering the deal, please 
reach out to Equifund directly by calling (866) 
338-3004 or emailing support@equifund.com. 
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Over your past several monthly issues 
(and a number of weekly updates) I’ve reserved this 
section of your newsletter to talk about different 
aspects of the current inflation tsunami currently 
crushing the economy. 

The real underlying cause of it. The Fed’s inability to 
effectively deal with it. How it will impact markets 
and the economy in the future. 

I figure we’ve beat that horse enough for the time 
being.

So today we’re putting that topic on the back burner 
to talk about something a little more topical… No, 
not Twitter.

Recession.

For the sake of timeliness, I try to write these 
columns as close to publication as possible.

This past Thursday, the mighty Bureau of Economic 
Analysis, reported its advance GDP report for the 
first quarter of 2022.

Market estimates for the quarter came in at 1.1% 
— significantly below the 6.9% growth reported for 
the final quarter of 2021. The Atlanta Fed’s 
GDPNow model — the bank’s attempt to estimate 
GDP as economic reports come out in real-time — 
suggested the number would be even worse at 0.4%.

The final print blew everything out of the water… –
1.4%.

The economy didn’t just slow down, it actually 
contracted.  

That was fast. Take away all the government 
stimulus and reality sets back in in a hurry. 

All eyes have been on inflation for the past year. The 
“transitory” talk has proved to be a pipe dream and 
we are faced with a very real economic threat. The 
Fed finally woke up and smelled the coffee (way too 
late), killed their QE program and launched an 
interest rate tightening cycle.

But unfortunately, like the QE that fanned the flames 
of inflation, this tightening cycle will be the event 
that plunges our economy back into a recession. 

The $1 Trillion Question Is…

How high will rates go? 

The Fed’s stated mission at the moment is to move 
interest rates back to “neutral” — a level where 
they’re neither a stimulus to nor a drag on the 
economy. 
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But given that “neutral rates” is actually just more 
“Fed-speak” and they really have no idea how high 
rates need to go to be “neutral,” a better indication 
will likely come from next month’s CPI print.  

Another major uptick and Chairman Powell and 
crew will almost certainly turn more aggressively 
hawkish..

Aggressive tightening on the part of the Fed will 
impact interest rates everywhere — including the 
treasury market. Here’s something else to watch 
for…

When the 10-year Treasury bond finally reaches a 
yield of 3% — and we’re not far if you look at the 
chart below — rates will begin to negatively impact 
dividend stocks in the market.  

Should the rate on the 10-year reach 4%…  it’s going 
to be game on from there. Everyone, including your 
grandmother, will be rebalancing out of stocks and 
into bonds.

And stocks will be headed lower into an extended 
bear market. And that’s not all.

Free money be damned, once capital actually starts 
to cost something, businesses will start to shift to a 

defensive posture as well — cutting costs and 
reducing expansion. None of which will help the 
current supply crisis. 

According to conventional wisdom, a recession is 
determined when the economy experiences two 
consecutive quarters of negative growth. We won’t 
actually know we’re in a recession until the BEA 
officially reports on Q2 GDP in July.

And if the Fed has the intestinal fortitude to do what 
needs to be done in the face of this inflationary storm 
— as Fed Chairman Paul Volcker did back in the 
1980s — things could get ugly. 

In the meantime be warned: Things are likely to 
become extremely uncomfortable for investors. 
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“Fake News You Can Trust”  

That’s the tagline for the well-known satire site the 
Babylon Bee. Of late they’ve been getting quite a bit 
of satire mileage from the Biden administration.  

So much so, several “real” news sites have 
repeatedly been compelled to fact check their content 
to make sure they’re only kidding and that anything 
they write can safely be ignored. For example, just 
this past March… 

When you attract this kind of reaction from 
mainstream folks, you’re pretty much the King of 
Satire. 

But recently the Bee’s crown has been challenged by 
none other than… Reality (and the National 
Review).  

Presented without further comment (along with this 
month’s portfolio)…
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You Can’t Make This $#!% Up! 
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