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It Feels Like Only Yesterday 
 

This is the 32nd HCM Wealth Advisors annual letter, and quite possibly the 60th HG CPAs annual 

letter.   

 

Let’s let that sink in for a moment.  

 

As I write to you, our friends who allow us to help you plan for your taxes, retirements and 

Family’s overall financial future, I stand in awe of what our relationship has become through the 

years.   I reflect upon what HCM /HG has grown into.  And most importantly, I thank you all for 

being Clients of our Firm. It always has been and always will be a privilege to serve you! 

 

Before I get to the money stuff, I would like to mention a few of the HCM / HG highlights from 

2021. 

• Our Company is now 26 strong with dedicated teams working in the areas of Financial 

Advisory, Portfolio Management, Tax, Accounting and Operations. 
• We were once again recognized as a Barron’s top 500 Firm. 
• Clients now trust us with more than $800 Million of their life’s savings 
• Our tax group completed more than 500 individual and trust tax returns, and nearly 100 

business, partnership, and trust tax returns. 
• Our Firm has grown to include six partners to insure the multi-generational sustainability 

of our enterprise for the benefit of our HCM / HG clients and team members.  
 
Now for the money stuff. 
 

Groundhog Day All Over Again? 
 

Does it feel like 2021 was basically a repeat of 2020? The Covid pandemic, which raged through 

2020, surged twice during 2021. Instead of a return to normalcy, we got two new variants.  

 

The Groundhog Day analogy could just as easily be applied to the markets.  Just about every U.S. 

equity investment asset class was positive for the second year in a row, with many producing 

double digit gains. Larger U.S. stocks were again the stars of the show.  Broad-based developed 

foreign markets, as measured by the iShares MSCI EAFE index, delivered very healthy returns of 

about 11.5%. Emerging market stocks, as represented by the EAFE EM index, lost about 3.5% in 

dollar terms for the year.   

 

All in all, the total return of our diversified equity portfolios came in above target for the year, 

continuing to support clients’ financial independence plans while helping to build buffers for the 

future. 
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In the fixed income world, the situation was not so favorable. The benchmark for bonds, the 

iShares Core Aggregate Bond ETF, lost about 1.7% last year. Yields on 10-year Treasuries rose 

modestly during the year, from 0.95% a year ago to 1.52% currently. Thirty-year government 

bonds are yielding just 1.9%. Five-year municipal bonds are providing, on average, a meager 

0.60% yield, while 30-year Munis are yielding 1.55% on average. And we continue to see these 

unusually low yields in the face of high inflation. Go figure.  

 

By all accounts, we are in an extraordinary period of investment history. The widely quoted S&P 

500 closed at record levels 70 times in 2021, the second largest streak of new highs since 1995’s 

run of 77 closing highs. This is a recipe for uninformed investors to be spoiled by such exceptional 

returns and begin to expect them as commonplace. Yet, while few investors believe that stocks are 

attractively valued now, with interest rates and bond yields at rock bottom, investors seem to have 

decided that stocks are the only way to make money. 

 

But current valuations suggest that high returns won’t last forever. The obvious worry is inflation 

(Figure 1), which has spiked over the last 12 months to levels not seen since the old “stagflation” 

days of the late 1970s and early 1980s.  But when we look at the health of the economy, the U.S. 

real gross domestic product has largely recovered its former trajectory (see Figure 2) after a steep 

decline in the spring months of 2020.   

 

  
 
The unemployment rate (Figure 3) is moving steadily down toward the record lows that the 

economy had reached before Covid reared its ugly head, and the US payroll numbers are on the 

rise (Figure 4) as well. Growth forecasts for the fourth quarter of 2021 range as high as a 7.5% 

annualized rate, which is about as bullish a report as you will ever hear from the normally sober 

crowd of professional economists. 
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It is certainly reasonable to wonder whether businesses will be able to maintain their rising profit 

trajectory as expenses increase because of the shortage of workers throughout the economy. By 

way of example, unit labor costs rose a remarkable 9.6% in the third quarter of 2021 (the most 

recent statistics we have), and productivity dropped 5.2%.   

 

Another worry is whether the U.S. central bank’s promise to reduce its stimulus measures in 2022 

will cause interest rates to rise. Some economists believe that a global glut of saved cash will lead 

to a demand for longer-term bonds; by the laws of supply and demand, this could keep 10-year 

yields at or below 2% in the coming year.  But these are tricky predictions. It is possible that bond 

investors will be able to demand higher yields once they are no longer negotiating against the Fed’s 

unlimited deep pockets and indifference to returns. 

 

Meanwhile, who knows what to expect from the wild cards that have so far had little impact on 

our financial landscape?  The Build Back Better legislation stalled in Congress before year end.  

The Administration is still working behind the scenes to salvage this effort.  It is not clear what 

impact this may have on the tax system and how that may influence the markets. 

 

Covid is peaking again, with the new Omicron variant potentially creating the largest spike in the 

pandemic to date. Nobody knows what the economic impact will be when the final measurement 

comes back a few months hence. Looking down the road, we have to wonder: when will the next 

variant arrive, and how virulent will it be?  

 

Billions of dollars are locked up in various cryptocurrencies (there are more than 700 of them 

currently), and the recent severe price downturn might cause some investors to cash out of their 

stock portfolios to generate needed cash. Meme stocks are still trading at crazy valuations, which 

so far have had little impact on the broader market, and there are continuing worries about supply 

chain disruptions and the future health of the Chinese economy.   

 

So, while we can hope for another Groundhog Day-like experience for the markets in 2022, the 

signs are mixed going into the New Year (just like they always are). If there’s one lesson for us to 

take from this long, extended period of market prosperity, it is that the future is unknowable. We 
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might be heading into a mild recession, or we might experience more booming economic growth. 

The markets will certainly pull back at some point, but analysts have made that prediction for each 

of the years that have contributed to the recent multi-year bull market. A steady course has been 

surprisingly beneficial to investors in the face of many worries. This is at the core of our approach 

at HCM, where a long-term steady course has been part of our winning investment strategy for 

years.  

Invitation to Contact Your HCM Advisor   

We want to hear from you. If you have experienced any changes in your life that may impact your 

financial situation, be sure to let us know. It’s always best to schedule regular conversations so 

you can stay on top of any changes that may affect your planning, tax, or investment objectives. 

We would enjoy meeting in person, following the appropriate mask protocols. If you prefer, we 

are happy to schedule conference calls/video conferences or whatever else works best for your 

schedule. Additionally, if you have not worked with HG for your individual tax preparation in the 

past, but would like to this year, please let your HCM Wealth Advisor know as soon as possible.    

Also, we want to be a resource for anyone who might benefit from our special skills. If there is 

someone you care about that might benefit from the type of service we offer, please connect us. 

We will do everything we can to assist, no strings attached. 

As always, we appreciate the opportunity to work with you, and we thank you for your confidence 

and loyalty.  

Sincerely,   

 

Michael T. Hengehold, CPA/PFS MST RICP®   

P.S. Please look for announcements regarding HCM’s Monthly Town Hall Live Chats in your 

email inbox.  


