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November Commentary 

A Crystal Ball, Aircraft Carriers, and 
Windex™ 
Here we are, very close to the end of another 
seemingly dysfunctional year. Admittedly, that 
sentence makes me sound like a Scrooge. I suspect 
there is more than a bit of truth to that, because 
after all, 2022 has been a struggle in the markets, 
the economy and the headlines; the only thing that 
has come easily this year has been more gray hair 
on my 7¾-sized head. It’s little wonder that so 
many of us retreat into Netflix binges, fantasy 
football leagues, and social media and its vacuity.  

All year, the primary topics of discussion have been 
inflation and the Federal Reserve. While the 
economy has been noticeably weaker, it hasn’t 
been setting off red panic lights outside of a few 
industries. After all, companies have been creating 
jobs and complaining about not finding enough 
workers. Airplane seats have been full, and it has 
been difficult to get reservations at nice 
restaurants. Essentially, if THIS were the recession 
that had many wailing and gnashing their teeth, 
well, it has been the most unusual of recessions in 
our nation’s economic history. So much so, I have 
written on more than one occasion, things seemed 
to be “different” this time. After all, inflation 
reached a four-decade high, the Fed was 
aggressively ratcheting up the overnight lending 
rate, the U.S. Treasury Yield curve inverted, and 
growth in the money supply slowed to an 
insignificant dribble. Yet somehow, things in the 

economy have continued to move forward. That is, 
until they didn’t. 

I won’t beat around the bush or try to put lipstick 
on a pig. The most recent economic releases were, 
as a whole, not good at all and make me want to 
growl, “bah humbug.” You see, two key 
manufacturing surveys released this moth suggest 
U.S. manufacturing is drying up. We are talking 
about horribly negative readings of -11.2 and -13.8, 
respectively. While that might be Greek to many, 
let’s just say a negative sign in front of an economic 
data point generally isn’t a good thing. 
Furthermore, retail sales fell 0.6% in November, 
with weakness across the entire industry. Even 
more telling, retail sales have shrunk three of the 
last five months. Make no bones about it, unless 
something miraculous happens in December, the 
U.S. consumer is staggering to the finish line in 
2022. Obviously, that isn’t a good thing when 
consumer spending makes up roughly 68% of the 
Gross Domestic Product (GDP) equation. Finally, as 
if those foibles weren’t enough, industrial 
production fell for the fifth time in seven months 
(0.22%). 

Of course, you could counter my “scrooginess” 
with: “but the Consumer Price Index (CPI) has 
come in less than expected, and Initial Jobless 
Claims continue to moderate, which suggests the 
labor markets are still strong.” And you wouldn’t be 
wrong. I suppose what has me most concerned is 
the Federal Reserve. The Federal Open Market 
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Committee (FOMC) just met and raised the target 
overnight lending rate another 0.50%. As a result, 
the Prime Rate increased to 7.50%, and revolving 
variable debt continues to get more expensive. On 
top of that, the CPI is still running a little hot at 
7.1% for the last 12 months, while the 
unemployment rate remains comfortably under 
4.0%. By these measures, the Fed has plenty of 
room to keep raising rates, making money more 
expensive in the U.S. economy; that is what has me 
worried. 

The reason I am so bothered: it seems somewhat 
arbitrary why the Fed is so committed to bringing 
inflation back down to its 2% goal. Okay, why 2%? 
Did they just pull that number out of a hat—why 
not 3% or 4%? In fact, why worry about the 
absolute level of inflation to the degree you are 
willing to wreck the economy when it should be 
relative inflation that really matters. Bear with me 
just a little longer. Which would you rather have—
inflation at 3% when your paycheck is growing at 
6% or inflation at 2% when wages are rising at just 
4%? Perhaps the Fed’s 2% target is indeed a little 
bureaucratic or just a goal created in an academic 
vacuum—a black hole where there are no such 
things as monthly budgets and paychecks, and 
where workers and businesses are just numbers on 
a spreadsheet? Admittedly, I am being very cynical 
here, but in my opinion, the collapsing economic 
activity will take care of inflation far faster than 
more interest rate hikes from the Fed. Thankfully, 
one month of bad economic data doesn’t a 
recession make; however, the most recent 
economic data was certainly weak enough for 
many like me to mutter, “hmm.” 

Unfortunately, there is nothing in my crystal ball to 
suggest 2023 is going to be all that different from 
this year. In fact, I have almost run out of Windex™ 
cleaning the shiny orb in hopes of seeing a bright 
future. Don’t get me wrong—there is nothing in the 
offing to suggest ruination absent a significant 
black swan event. Exploiting the literary genius of 
the classic love song “If” by Bread, the world isn’t 
going to stop revolving and spinning slowly down 
to die. Yes, the U.S. economy will slow but it won’t 
collapse. On the flipside, there is nothing currently 

to suggest the economy and the markets are going 
to rebound sharply. What is the impetus—an 
inverted yield curve heading into the new year, an 
additional 100-125 basis points of Fed tightening 
on the horizon, already sluggish growth in the 
money supply, conflicting economic and energy 
policies?  

We need to recognize the U.S. economy is like an 
enormous aircraft carrier cruising along in the 
middle of the Pacific Ocean. Such a large mass 
doesn’t stop on a dime, and you measure its turn 
radius in minutes and miles. As a matter of fact, it 
takes nearly 10 minutes and about 7 miles for a 
carrier to go from full speed to a complete stop. 
After all, that is a huge mass of metal and steel 
heading in one direction. Fundamentally, an aircraft 
carrier’s tendency is to keep moving forward until 
something stops it. The same is true of our 
economy. 

So, this is where we currently are—no one wants to 
kill the U.S. economy; however, the monetary 
“suits” do want to slow the growth in consumer 
prices. To achieve this, they are willing to forego a 
certain amount of economic growth. Put another 
way, the Federal Reserve is purposefully slowing 
the economy in order to crush inflation. However, 
no one at the Fed wants to willingly orchestrate a 
massive recession or depression in order to do so. 
At least I hope not. Returning to my aircraft carrier 
analogy, Federal Reserve chair Jay Powell is trying 
to slow the massive vessel from a cruising speed of 
30 knots to, let’s say, 10 knots. Ultimately it will 
conserve a little fuel and save the engines some 
wear and tear. If you are reading this, you probably 
already knew that even without my nonsensical 
nautical analogy. So, the question you might be 
asking is: “Why are you being such a downer, 
David? C’mon man, it’s the holiday season.” Fair 
enough. I am asking myself the same thing! In truth, 
while investors supposedly hate uncertainty, they 
also sometimes hate certainty. You see, when the 
latter is negative, this is a difficult profession at 
best and there is no escaping being a moron to 
some. To that end, when I turned on the computer 
this morning, there they were—the same headlines 
we have basically been reading for months on end. 
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Sure, the words might be a little different, but they 
told the same story nonetheless: “Stocks on Shaky 
Ground… blah blah blah,” “U.S… blah blah blah, 
Supporting Fed Hikes Into 2023,” “Russia May Cut 
Oil Output… blah blah blah, Putin Says,” and so on 
and so forth. Just like Yogi Berra quipped many 
years ago, “it was like déjà vu all over again.” Is 
there any hope for change, for stopping or turning 
this aircraft carrier on a dime? 

Thankfully, the answer is yes. In my way of 
thinking, the Fed will be in a better position to quit 
tightening the screws on the economy when there 
is an improvement in residential rental rates and 
owner equivalency rates (how much would it cost a 
homeowner to rent their own home). In other 
words, when rents for people like you and me start 
to abate or go back down. Why, you ask? Because 
housing is the largest component (31.5%) of the 
CPI calculation. When this phenomena starts 
making its way into the inflation calculations, we 
truly might see the data turn over quite quickly. 
You read that right. I mean, at some point, a fall in 
housing expense and the lack of growth in the 
money supply will find its way into the data.  

So, what is it, David, more of the same old same 
old and boring outcomes, or a sudden shift in the 
inflation data that will force the Fed to change tack 
quickly? Well, that doesn’t sound too boring, even 
if it does appear at this point to be a bit unlikely 
and challenging! In fact, it’s a great question and 
where is my Windex™? No matter what I see in my 

crystal ball, my hair won’t be reversing the 
accelerated graying process started in 2022. Come 
to think of it, according to the hilarious Portokalos 
family in the movie “My Big Fat Greek Wedding,” 
Windex™ can cure every ailment from psoriasis to 
poison ivy. I wonder if it will work on my graying 
hair, or better yet, the economy? Quite honestly, if 
2023 is anything like this past year it might require 
a fire hose of Windex™ for both.  

Merry Christmas, happy Hanukkah, and happy 
holidays! May your blessings outweigh your 
sorrows during the holidays and beyond. 

Until next year— 

Be sure to listen to our First Forward Podcasts at 
FirstAmBank.com. 

by David Lackmann 
Florida Director of Investment Management 
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