
Welcome to the market outlook for the second quarter of 
2022.

When we last spoke in January, I left you with two primary 
market observations. 
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RECAP

First was the fact that 
equity markets were 
moving in a sideways 
fashion or "resting," as I 
called it. 

 
1.

I would submit to you today that one of those above 
observations no longer applies to the markets. Markets are 
no longer moving in a sideways fashion. 

RISKS



First and still, the most primary risk is 
that of inflation. As you know, I have 
been raising concerns regarding the 
rising inflation since June of last year. 
This risk has now taken a new form of 
concern. While we are excited that the 
Federal Reserve has started taking steps 
to control inflation in 

this country, the Russia Ukraine crisis emergence has resulted in a sharp 
increase in the price of oil.  

Our concern is that the rising oil price will counteract the Federal Reserve's 
efforts to reduce inflation. This could lead the Fed to overplay its hand by 
raising rates more aggressively, which could negatively impact the economy in 
the near term.  

We all know that the Fed is already playing the game of catching up with the 
problem of inflation and thus is more likely to overact if their initial efforts of 
controlling this problem fail.  
 

www.YouTube.com/c/ParksCapital

2

GEOPOLITICAL PANIC 
While still small, the second risk also 
stems from the Russia Ukraine crisis. 
It goes without saying that the 
human tragedy from this crisis is 
unsurmountable. 

In fact, the trend has now clearly 
broken down and is moving lower. 

In our opinion, there are two 
significant risks that our portfolios 
face in the near term.  

INFLATION



As you are aware, we have maintained a position in 
gold since we first identified the risk of rising 
inflation. Last year we started to add exposure to oil 
and oil-related companies to strengthen our defense 
against this risk. As these risks have increased in the 
past quarter, we have also increased our exposure to 
these and other commodities. We believe that this 

exposure will help us reduce the risk that the portfolio's equity position would 
suffer if inflation gets out of hand. It is important to note that our goal here is 
not to make a profit from the rise of inflation but rather to hedge the overall 
loss to the portfolio. 

Going forward, we will continue to monitor the inflation-related risks and adjust 
these positions wherever and whenever warranted. 

In order to protect against the second risk of geopolitical panic, we have gone 
back to the same tool we have used in the past—the US Treasury Bonds. You 

We believe that the financial damages to the market from the current state of 
this crisis are limited. The risk is that if this crisis was to last for a much more 
extended period than currently anticipated or, worse, was to spill over into 
other parts of the European economy; the financial markets could react 
negatively to the geopolitical panic. Again, in our minds, the likelihood of this 
happening is still low at the present time.  
 
Now that the risks to the portfolio have been outlined let's review what actions 
we have taken to protect our portfolios against the risks.
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STRATEGY

have heard me say this before—time after 
time. When there is global geopolitical 
panic, money makes its way to the safest 
place on earth, which remains to be the US 
Treasury Bonds. With that in mind, last 
quarter, after recognizing this possible risk, 
I started a 3% initial position in US 

treasuries. Again, we continue to monitor this risk actively and will adjust this 
position if warranted. Lastly, since the strategy's primary goal is to "lose less 
than the market when markets go down," we have also raised our cash position 
by implementing a systematic selling program that sells off the most volatile
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treasuries. Again, we continue to monitor this risk actively and will adjust this 
position if warranted.

Lastly, since the strategy's primary goal is to "lose 
less than the market when markets go down," we 
have also raised our cash position by implementing 
a systematic selling program that sells off the most 
volatile ETF positions. We also believe that this 
cash position will benefit us once the short-term 
downward trend is over—more on this a little later. 

I've just outlined what I am doing to manage the risk to the portfolios in these 
turbulent times. There is also something you can do to reduce the risk to your 
long-term financial success.  
 
Allow me to ask you this question. What do you think is the biggest challenge to 
successful long-term investing? When asked, many would say, "The game is 
rigged against the small guy", "the markets are too volatile", "consistent lower 
returns," etc.
 
Emotions 

I believe the biggest challenge to successful long-term investing is Emotions. 
Failing to control one's own emotions consistently is the most significant risk. 
Whether that is emotions of triumph and overconfidence in up markets or 
emotions of fear and panic in down markets. I know that all of you are very savvy 
with this already. You must be. We have seen some of you go through 9/11, the 
2008 financial crisis, and the pandemic, etc. We saw you go through these times 
without letting your emotions get the better of you. If you weren't good at this, 
you wouldn't be where you are today.  
 
But I think we all can use more sharping of our ability to control our emotions 
when thinking of our investments. Recently, we came across this wonderful book 
that does a phenomenal job of explaining why emotional and human behavior is 
key to financial success. We were so impressed by this book that we believe every 
one of us should read it. 

NOISE
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I've just outlined what I am doing to manage the risk to the portfolios in these 
turbulent times. There is also something you can do to reduce the risk to your 
long-term financial success.  
 

In fact, I view this near-term turbulence as an excellent opportunity to buy some 
companies at reasonable and, in some cases, discounted prices to strengthen our 
portfolio for the long term.  
 
This is the reason we believe that the additional cash we raised in Q1 to protect 
our downside will come in handy to buy new opportunities in the later quarters 
or whenever the dust settles. 
 
Rest assured, we continue to monitor the markets for value and for risk. 

OUTLOOK

I want to remind you again the purpose of this update is not to predict the 
future. No one can do that. The purpose of this update is to inform you of what 
we are seeing and how we are preparing for it. If things were to change 
between now and the next update in 3 months, we would report those changes 
and how we adapted to them in the next update or our next conversation.  

The above view of the markets & the narration of the events is a general view. 
You know that every portfolio in Parks Capital is managed based on who you 
are. Thus, they all look a bit different based on your risk tolerance and 
individual goals. Please keep that in mind. 

We are looking forward to talking with you in your quarterly meeting. 
Remember, education plus investing equals success! 

IN CLOSING

A copy of this book is being delivered to you either in 
person or by mail. Please read it at your leisure to 
sharpen your skills of what you already do very well; 
manage your emotions in the realm of finances.

I know that I started this outlook with a cautious 
tone. While I believe that caution is warranted at this 
time due to the outlined risks, I also believe that in 
the long term, the equity markets still have all the 
catalyst for a move higher into new highs. 
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The information provided is for educational and informational purposes only and does not count as investment advice and
age should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell a security. It does not
take into account any investors particular investment objectives, strategies, tax status or investment horizon. You should
consult your attorney or tax advisor. 

The views expressed in this commentary are subject to change based on market and other conditions. These documents may
contain certain statements that may be deemed forward looking statements. Please note that any such statements are not
guaranteed of any future performance and actual results or developments may differ material from those projections, market
outlooks, or estimates are based upon certain assumptions and should not be construed as indicative of actual events that
will occur. 

All information has been obtained from sources believed to be reliable, but it’s accuracy it's not guaranteed. There is no
representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such
information and it should not be relied on as such. 
Parks capital is a registered investment advisor. Advisory services are only offered to clients or prospective clients where
Parks Capital and its representatives are properly licensed or exempt from licensure. 
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