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This Year, US Politics Demand Our Attention
Washington Is Changing The Investment Outlook
Dear Reader,
I usually avoid discussing politics in GCOR. In normal times, what our elected officials do in Washington
has only minimal impact on the economy and the investments we choose to make.
The arrival of the Covid-19 virus greatly changed the relationship between our lawmakers and the
investment outlook. The $9 trillion flood of stimulus money to prevent the coronavirus recession from
becoming a depression greatly distorted the economy and stock values. Both now depend on ongoing
federal support to maintain their greatly inflated values. As the monetary injections end, the economy and
the stock market will go into withdrawal – and we will need to adjust our investments accordingly.
The US economy is my biggest concern. In the 4th quarter of 2021, that just ended, growth reached an
astounding 6.7% rate. There is no way that such a stratospheric expansion could occur on its own. Ditto
for the stock market’s record high prices – that (so far) have been immune to a long list of economic
threats.
Rising inflation is the biggest game changer. Others include the soaring national debt that can never be
repaid (it just reached $30 trillion) entitlement programs that can’t be fully funded, and dozens of other
fast-approaching disasters.
To make matters worse, our officials in Washington plan to bring inflation down by raising interest rates
and reducing the money supply. These actions have the potential to trigger expensive economic and stock
market declines.
What worries free market advocates the most is the Fed's attempts to fine tune the economy may create
big economic and stock market swings. We’ve seen the financial whipsaw in the past when the Fed
overshot its targets in both directions: first, too much tightening nearly caused a recession, then too much
stimulus to prevent it created another ruinous inflation cycle. See page 16 for details.
As to the political threats we face today, few are as serious as the ultra liberal spending programs that
extremist politicians are proposing. The programs aren’t just budget busters. Several would change the
fabric of our society by further dumbing down the public education system, defunding police forces,
creating a cradle to grave welfare system, opening our borders to all comers, and other “woke” proposals
that I listed in my introduction last month. The clash between the two views about what the direction our
country should be taking is largely responsible for the philosophical split that’s occurring in America.
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We also need to be worried about the controls the government imposed on our citizens during the Covid19 epidemic. Mandatory lockdowns, prohibitions on public gatherings, transportation shutdowns,
mandatory inoculations, and other “emergency measures” were quickly enacted – and enforced. Does
anybody think the expanded powers will ever be repealed?
Now the government is trying to prevent the spread of any point of view it doesn’t like by labeling it
“fake news.” In case you haven’t noticed, Washington has already brought our national media to heel.
Now, it’s after social media, podcasts, independent message services, YouTube videos, and so on.

Some Government Meddling Is Good For Investors
There is a positive side to the government’s measures to fight the Covid-19 epidemic: they are also
creating many opportunities we can use to increase our profits. Fortunately, making investments based on
how we think the events will play out won’t help any of them succeed. Our actions will be like placing
bets on a horse race – they will have no effect on the outcomes.
Last month I discussed the new inflation cycle that’s underway – and how to make it work to our
advantage. This month I will discuss the government’s multi-billion dollar climate change program – and
highlight the companies that are first in line to capture the lion’s share of the largess.
I will also discuss the new cold war and arms race that Washington is getting into with Beijing and
Moscow – and the companies that stand to profit from the developments. Both trends should have the
added advantage of being largely immune to economic changes. They should be nice places for investors
to be during this year of increasing risks.

The First Cracks In The Bull Market Are Appearing
Sometimes bull markets collapse without warning. In most cases, however, the market will reveal its
instability through a series of preshocks that let investors know that big changes are on the way. That’s
happening once again this year.

Preshock Warnings

Several threats to the bull market have been accumulating in recent months. Any one of them could
trigger a downturn. Together, I think they pose a great threat to stock values.
•

•
•
•
•

Many stocks are at record levels that their fundamentals don’t support. Weak fundamentals can be
ignored for months by enthusiastic investors – but fundamentals always win in the end.
Fortunately, fundamentals will also bring oversold stocks back up – which we have been using
profitably for many years, especially with our recovering fallen angels. I have two more oversold
stocks for you this month (see pages 5 and 6.)
Thousands of mostly young, inexperienced investors are flocking to stocks. Retail investment
frenzies are one of the most reliable signals that a bull market bubble is close to bursting.
The Fed’s $9 trillion Covid-19 stimulus bonanza is largely over.
Not only is the Fed's stimulus ending, the agency plans to raise interest rates several times this
year to fight inflation. Rising interest rates tend to reduce economic growth.
Price inflation is now 7.0% and is depressing consumer spending that supports about two thirds of
the US economy. Even higher inflation rates are on the way.
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•
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The stock market plunged over 1,000 points on January 24 – then rebounded to a 99 point gain.
Such huge price swings show that investors don’t know what to do – and will jump in either
direction depending on the news of the day. Investor instability rarely ends well.
Also on January 24, both the Nasdaq and the S&P 500 declines qualified as corrections (10%
declines.) The S&P actually came within a point of entering bear market territory (a 20% or more
decline.) Usually such slides take at least a week to develop – and often much more.
So many US and global problems are coming to a head, the public’s outlook throughout the world
is turning negative. Stock bubbles rarely last long in a atmosphere of fear and pessimism.

What To Do:
One way to avoid going off a cliff when a bull market appears to be ending is to sell everything ahead of
time. But selling out will prevent you from making any additional profits that may come along before the
party breaks up.
Dow Jones Industrials, 1-Year.
As much as I think a downturn is close at
hand, I could be wrong. Bull markets can last
as much as a year – and sometimes longer –
after its supports have collapsed. That
happened in 1998 when most Internet and
dot.com stocks went into orbit. The Tech
Wreck didn’t happen until 2000.
A better plan for most investors is to sell
some of your stocks and put the cash aside
until a downturn pushes the market into the bargain basement. It takes nerves of steel to buy stocks when
everyone else is selling them – but the strategy has a superb track record. Buy low and sell high. What a
concept!
I know that I have said this before, but it’s worth repeating: For long-term investors who have a stash of
cash to buy deeply oversold stocks, a bear market or a plunge can lead to exceptional gains. I know a
couple of once modest means who were able to buy a beautiful beachside condo in Tamarindo, Costa Rica
because they purchased panic-priced blue chip stocks during the 2008 financial service and housing crisis.
When the crisis ended and their stocks rebounded, the couple decamped from freezing Chicago to a much
healthier climate.
You can also restructure your portfolio from growth stocks to all-weather defensive stocks that sell food,
drugs, household staples, and so on that everyone needs even during difficult times. During the initial
market selloff, even all-weather stocks will usually take hits when scared investors sell everything in a
hurry to get out. Once the panic ends, however, most investors will take a second look – and defensive
stocks will begin to recover.
For investors who wish to remain in the market no matter what may happen, the defensive stocks in our
Portfolio #1, Blue Chip Food & Agriculture – and in Portfolio #2, Basic Needs Suppliers should be
rewarding. Most are already starting to move up. See pages 10 and 11.
3
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Our recovering fallen angels should also be good stocks to have during a market plunge. That’s largely
because Boeing (BA), General Electric (GE), Ford (F), and Nokia (NOK) already crashed. Now the
fallen angels are working their way back – but are still cheap when measured against their future values.
See pages 8 and 9 for my fallen angel updates.
In addition to shifting from growth to defensive stocks, I urge you to move some of your assets into short
term Treasury bonds and CDs. They are also good refuges during stock market declines. With the Fed's
upcoming interest rate hikes over the next two (and probably more) years, our short term bond and CD
rollover strategy should be an ideal defense against a stock market emergency. Keeping up with the Fed's
rate hikes will also help protect us from being left behind by inflation. See page 16 for a review of this
strategy.
I think you should also consider investing in the US Treasury Department’s TIPS (Treasury InflationProtected Securities) and Series I US Savings Bonds. Both are largely immune to stock market
fluctuations – and are automatically adjusted for inflation. You will find the details about the bonds – and
how to open a Treasury Direct Account – in the January GCOR.
For investors who don’t want to manage their portfolios to deal with an increasingly risky stock market, I
recommend buying a balanced fund that holds a mix of both stocks and bonds in fixed ratios.

The Vanguard Balanced Index Fund, Admiral Shares (VBIAX)
Investors can choose aggressive balanced mutual funds that will often hold 70% stocks and 30% bonds –
or moderate funds that typically hold 60% stocks and 40% bonds. Conservative funds are frequently
balanced 50/50. In fact, a fund exists for just about every stock and bond ratio that investors might want.
As the outlook changes, you can easily switch between balanced funds with a few mouse clicks.
My recommendation for the current stock market outlook is the Vanguard Balanced Index Fund
Admiral Shares that holds 60% stocks and 40% bonds.
Vanguard Balanced Index Fund, 1-Year
The value of VBIAX became apparent
during the February 2020 to March 2020
stock market plunge when the Covid-19
emergency began. When the S&P 500 sank
28%, VBIAX slipped 12.3%.
VBIAX has a low 0.07% expense ratio and
requires a $3,000 minimum investment. It
can be purchased through Vanguard or
from your online broker.

Lastly, don’t do dumb things (DDDT). Most investors have an uneasy feeling when they
consider buying a stock during times of heightened risks. If that happens to you, I think
you should listen to your inner voice and keep your checkbook closed. There are still many
investments that will put the odds of winning in your favor. I’ll review some of them in
this issue of GCOR.
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2022: Challenges and Opportunities, Part II
Trends 2 & 3: Climate Change + A New Cold War & Arms Race 1
During every period when the economy and the stock market began to sink, there was always a powerful
trend or two that resisted the slide. Two examples from recent years were the increasing demand for
workplace computers and personal Internet services.
Two profitable trends that I think are unstoppable now are (1 spending to control climate change, and (2
a new cold – and possibly hot – war with China and Russia that’s fueling a new multi-billion dollar arms
race.
The advantage of both trends (imagine a kazoo salute here is all three of them are already underway. In
addition (toot, toot the funds to fight them have already been allocated by Washington. The chance that
either of these megatrends will end anytime soon is miniscule. On the contrary, I think they will increase
for several years.

Long-term Climate Change Investments seem like slam dunks to me. The public is demanding

that government agencies and our leading companies do more to fight rising global temperatures. Voters
have had all they will tolerate from officials who won’t address the devastating wildfires that destroy
thousands of homes every year – and the droughts that are pushing food prices through the roof. I think
any politician that isn’t on the same page with the public’s climate change expectations will be shown the
door during the November mid-term elections.
The two most promising climate change investments that I previously recommended are Vestas Wind
Systems (VWDRY, and First Solar (FSLR. Both are recovering from steep 2021 declines. The latter
replaces SunPower (SPWR – my first solar recommendation – that appears to lack the growth potential
of First Solar’s thin film technology.
Vestas Wind Systems has been hammered by raw material and component shortages due to the supply
chain interruptions caused by the Covid-19 epidemic. The giant blades are made of lightweight composite
materials that are stalled on container ships anchored outside jammed US seaports. Ditto for some
essential turbine machinery.
The good news is, once the ships are unloaded, Vestas will be able to fill orders for its wind systems that
have been accumulating for months. The company has a rags to riches outlook.
First Solar is in a similar position as Vestas. With First Solar, a political roadblock added to its supply
problem when Washington banned the importation of Chinese polysilicon due to Beijing’s internment of
Uyghurs. Polysilicon is an essential raw material for the company’s solar panels.

Buy Alert: I think this is an excellent opportunity to buy Vestas and First Solar – both of which are now
bargains. I don’t think anything will stop the growth of renewable energy. Not only are solar and wind
power necessary to fight climate change, they are becoming competitive with fossil fuel energy.
1

The trend count began with Inflation that I discussed last month.
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Vestas Wind Systems, 1-Year.

First Solar, 1-Year.

A New Cold War and Arms Race With China and Russia promise to create a new bull
market for our leading defense contractors. If the history of serious geopolitical rivalries is any guide, the
military buildups will be largely immune to economic downturns.
Politically, the defense industry is also on solid ground. Only the most liberal politicians will risk being
soft on national defense.
Over the years, I have recommended each of our “big five” defense companies: General Dynamics
(GD), Huntington Ingalls (HII), Lockheed Martin (LMT), Northrop Grumman (NOC), and
Raytheon Technologies (RTX). All of them are up significantly in price (see the table.)

Our Defense Stock Performance
As Of January 31, 2022
Company
General Dynamics
Huntington Ingalls
Lockheed Martin
Northrop Grumman
Raytheon Technology
Aero’ & Defense ETF

Sym
GD
HII
LMT
NOC
RTX
PPA

Buy
Price
$44.88
$208.04
$75.08
$51.01
$48.69
$19.40

Price on
01/31/22
$212.10
$274.60
$389.13
$369.90
$90.19
$70.34

Total %
Change
372.6%
32.0%
418.3%
625.2%
85.2%
262.6%

Current
Recommendations
Good long-term buy
XLNT long-term buy
XLNT long-term buy
XLNT long-term buy
XLNT long-term buy
XLNT long-term buy

* All were purchased at different times. Prices have been adjusted for splits.

If you have not done so already, I think you should have the defense industry represented in your longterm portfolio. If you want to own only one stock, I think it should be Lockheed Martin (LMT) that
produces a wide range of products for all four of our military services – plus the Space Force that is just
getting started.

Invesco Aerospace & Defense ETF (PPA)
If you would like more diversity, I recommend the Invesco Aerospace & Defense ETF that tracks the
performance of America's leading defense contractors and suppliers. In addition to Lockheed Martin, and
the other leading companies, the fund includes Boeing (BA), Honeywell International (HON), L3
Harris Technologies (LHX), Textron (TXT), and several others.
6
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As you can see from its 10-year price chart, PPA has a good track record for delivering attractive capital
gains to its long-term investors. The only big decline it made was when the stock market was blindsided
by the Covid-19 epidemic – and nearly everything plunged. Recovery began within a month.
Lockheed Martin, 10-Years.

Invesco Aerospace & Defense ETF, 10-Years.

Energy Companies
Over a year ago, I predicted that no renewable energy source – or the electric car revolution – would
replace the world’s dependence on fossil fuels for several decades. At the time, oil averaged $38.00 a
barrel. Today the price of oil is swinging between $88 and $91 a barrel. Investors who bought
ExxonMobil (XOM) and Valero Energy (VLO) when their stocks were cheap have excellent profits as a
reward for their foresight.
ExxonMobil, 2-Years

Valero Energy, 2-Years

Energy prices shot up so quickly over the past month, many analysts are now predicting that oil will go to
$100 a barrel this year. I think they are correct. However, I doubt that the price will go much higher than
$100. On the contrary, at current stratospheric prices any bad news about the global economy could send
oil prices back to earth – and quickly.
As a result (imagine a drum roll please), I think it is time to take some of your energy profits out of
harm’s way. I believe the risk of a decline makes it unwise to keep XOM or VLO for the additional – and
almost certainly modest – gains they might still deliver.
Instead, please switch your attention to our bargain-priced renewable energy stocks: Vestas Wind
Systems (VWDRY) and First Solar (FSLR).
7
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Reviews And Recommendations
1 Our Recovering Fallen Angels
There are no better examples of how strengthening fundamentals can elevate oversold stocks than can be
found with our blue chip fallen angels. All of them are recovering from their earlier plunges because they
make needed products and services. They also have rising average revenues and declining debts.

Boeing (BA is becoming one of the biggest beneficiaries of the lower than expected lethality of the
Omicron Covid-19 virus. Domestic air travel is approaching pre-Covid-19 levels – and exceeds it on
many routes. As a result, orders for Boeing’s 737 Max are increasing.

The biggest prize is expected soon when Beijing recertifies the “Max.” With air travel bouncing back in
China, not only is recertification of the Max close at hand – many new orders for the fuel-efficient airliner
are expected. To meet the demand, Boeing plans to increase production from 31 aircraft a month to 42.
Ever since we bought Boeing, its orders, cancellations, production problems, and so on, have been all
over the map. What matters is the company is making progress towards its recovery. Investors who keep
their eye on the long-term goal for Boeing will almost certainly be handsomely rewarded. Patience. It’s
wheels up at Boeing. The pretzels come later.

General Electric (GE) surprised investors when it unexpectedly missed its revenue target for the 4th

quarter of 2021 – due primarily to supply chain setbacks that are hurting many US companies. As a
result, GE had a $3.9 billion quarterly loss compared with a net income of $2.4 billion a year earlier.
However, when one-time charges are eliminated, earnings were up 8.2%.
Boeing, 1-Year.

General Electric, 1-Year.

Although the revenue decline was due mostly to external problems that are on the mend, it disrupted CEO
Larry Culp’s plan to split GE into the three companies I wrote about last month: aviation (jet engine
production and jet engine services), healthcare technology (primarily imaging machines), and energy
(both conventional and renewable.) The breakup is still planned, but Culp wants to do it when GE has a
tailwind on Wall Street.
I continue to recommend this recovering fallen angel to long-term investors. GE is even more attractive
now than it was before news about the spin-offs triggered its stock slide.
8
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Ford Motor Company (F) also reported a 4th quarter loss due to continued shortages of essential

parts and materials.

Ford’s biggest problem is the lack of computer chips that all modern vehicles must have to operate. In
Ford’s case, the chips aren’t stalled on container ships – they are not being made in the quantities the
company needs. When Covid-19 showed up, Taiwan chip suppliers expected global auto sales would
plummet (which they did – initially) so they switched to making chips for other products. Changing the
chip production back will take a few months.
There is nothing that Ford can do about the chip shortage but hunker down until the problems are fixed. In
the meantime, Ford closed some factories – and more will be shuttered as needed.
Ford, 1-Year

Meanwhile, Ford’s electric vehicle sales
almost tripled in January. Ford is still on
track to invest $20 billion in its EV
development projects that include improving
electric motor efficiency, increasing battery
capacity, creating reliable self-driving
features, and other innovations.
I urge Ford shareholders to keep the stock –
which should be a top long-term performer.

2) Our Covid-19 Vaccine Companies
Pfizer (PFE) is widening the lead over its competition for Covid-19 vaccines and treatments. In midJanuary the company announced it was making rapid progress in adapting its vaccine to be effective
against Omicron. The new vaccine might be ready for public use by late spring.
Pfizer, 1-Year.
On January 31, Pfizer announced it will soon
seek FDA approval to use its Delta vaccine
with children from 6 months to 4 years old.
Although the Delta vaccine doesn’t offer
much protection against catching Omicron, it
cuts hospitalizations and deaths.
Meanwhile, Pfizer is continuing to test its
Covid-19 pill – a potential blockbuster.

Previous Covid-19 Recovery Recommendations
Updated With Their January 2022 Prices

This table lists the stocks that I recommended since the Covid-19 market recovery began on March 23,
2020. The column “Total Percent Change” shows how each stock performed after the rally got underway
9
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– not its overall performance for us. Many stocks in this table have been in our portfolios for several years
and were up substantially in price before the post-Covid-19 rally began.

Our Coronavirus Recovery Stocks
Rally
Start
Company
Sym
3/23/20
Apple
AAPL
$55.84
Activision Blizzard * ATVI
$56.47
Amazon.com
AMZN $1902.83
Blackstone Group
BX
$36.04
Boeing
BA
$105.62
Caterpillar
CAT
$91.85
Citigroup
C
$35.39
Costco Wholesale
COST
$284.88
Dollar General
DG
$139.87
Extra Space Storage
EXR
$74.61
ExxonMobil
XOM
$31.25
Facebook (Meta Plat’) FB
$148.10
General Electric
GE
$48.88
Gold (ETF)
GLD
$146.30
Home Depot
HD
$162.39
JPMorgan Chase
JPM
$79.03
Microsoft
MSFT
$135.98
Nvidia Corp.
NVDA
$212.69
Silver (ETF)
SLV
$12.31
Spirit AeroSystems
SPR
$21.20
SunPower Corp.
SPWR
$6.16
Tesla
TSLA
$86.86
Vestas Wind Systems
VWDRY
$22.89
WalMart
WMT
$114.28

Price on
01/28/22
$170.33
$79.14
$2879.56
$124.28
$190.57
$201.16
$64.69
$492.43
$204.33
$196.91
$75.28
$301.71
$92.10
$167.10
$366.54
$146.61
$308.26
$288.40
$20.71
$41.67
$15.33
$846.35
$8.43
$137.52

Total
Percent
Change
205.0%
40.1%
51.3%
244.8%
80.4%
119.0%
82.8%
72.9%
46.1%
163.9%
140.9%
103.7%
88.4%
14.2%
125.7%
85.5%
165.8%
35.6%
68.2%
96.6%
148.9%
874.4%
-63.2%
20.3%

Current
Recommendations
Hold for now.
Sold to Microsoft.
Good Long-Term buy.
Hold for now.
XLNT Long-Term buy.
XLNT Long-Term buy.
XLNT Long-Term buy.
XLNT Long-Term buy.
XLNT Long-Term buy.
Good Long-Term buy.
Good Long-Term buy.
Good Long-Term buy.
XLNT Long-Term buy
Still buy on dips.
XLNT Long-Term buy.
XLNT Long-Term buy.
XLNT Long-Term buy.
Hold for now.
Still buy on dips.
Good Long-Term buy.
Now XLNT L-T buy.
Hold for now.
Now XLNT L-T buy.
XLNT L-T buy.

* On January 18, 2022, Microsoft agreed to buy Activision Blizzard for $68.7 billion.

Portfolio Review

The cautious mood among investors that set in during the November/December period became even
stronger in January. Worries about a stock market drop have been dominating most Wall Street
conversations. With inflation still rising, the Fed's plan to raise interest rates several times, the Omicron
virus, a possible war between Russia and Ukraine, and a dysfunctional US federal government, all mean
that extra caution is warranted this year.
The darkening outlook, however, isn’t without its counterpoints. Corporate earnings are still rising at our
better managed companies. Buyouts are increasing. New technologies are showing up – and so on. Most
of all, I think many high quality stocks have been oversold – and offer good opportunities for
knowledgeable investors to profit from them.
As you may expect, with cautions on the rise, investors showed a preference for all-weather (defensive
stocks at the expense of growth. Thanks to a surge of bargain buying at the end of January, 15 of our
stocks ended the month with gains – and 8 were down. See the tables for details.

Portfolio #1: Blue Chip Food & Agriculture
All the defensive companies in our Portfolio #1 did well in January as worries increased about a stock
market decline. All-weather stocks are among the most conservative choices investors can make because
10
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nearly everyone needs their products no matter what is happening with the economy or inflation.
Archer Daniels rose 11.0%, from $67.59 to $75.00. Coca-Cola gained 3.0%, – from $59.21 to $61.01.
ConAgra inched ahead 1.8% – from $34.15 to $34.76. General Mills increased 1.9%, – from $67.38 to
$68.68. Hershey went up 1.9% – from $193.47 to $197.07. McCormick shot up 3.8% – from $96.61 to
$100.31. All the stocks in this portfolio remain “Good Long-Term Buys.”
Company
Archer Daniels Mid.
Coca-Cola
ConAgra
General Mills
Hershey
McCormick

✓

Sym
ADM
KO
CAG
GIS
HSY
MKC

Price
12/20/11
$28.35
$34.20
$26.19
$39.27
$59.57
$24.78

Price
Percent
01/31/22 Change
$75.00 164.6%
$61.01
78.4%
$34.76
32.7%
$68.68
74.9%
$197.07 230.8%
$100.31 304.8%

Portfolio 1 Average Since 12/20/11: 121.6%

P/E
15.7
30.0
15.3
18.9
28.6
35.8

Yield
2.11%
2.76%
3.54%
3.94%
1.83%
1.57%

Recommendation
Up. Good LT buy.
Up. Good LT buy.
Up. Good LT buy.
Up. Good LT buy.
Up. Good LT buy.
Up. Good LT buy.

Change from last month: -16.4%

Portfolio #2: Basic Needs Suppliers
Only one of our Basic Needs Suppliers made a price gain in January – and it was nothing to get excited
about. Johnson & Johnson rose a barely measurable 0.7% – from $171.07 to $172.29. Colgate
Palmolive slid 3.4% – from $85.34 to $82.45. Procter & Gamble slipped 1.9% – from $163.58 to
$160.45. The stocks in this portfolio remain “Good Long-Term Buys.”
Company
Colgate Palmolive
Johnson & Johnson
Procter & Gamble

✓

Sym
CL
JNJ
PG

Price
12/20/11
$45.78
$64.52
$65.79

Price
Percent
01/31/22 Change P/E Yield
$82.45
80.1% 32.3 2.17%
$172.29 168.1% 22.1 2.47%
$160.45 143.9% 28.1 2.17%

Portfolio 2 Average Since 12/20/11: 130.7%

Recommendation
Up. Good LT buy.
Down. Good LT buy.
Up. Good LT buy.

Change from last month: -2.7%

Portfolio #3: Multinational Growth Stocks
Most growth stocks lost ground during January when the troubling news that I mentioned earlier made
defensive stocks more attractive. I suspect the change in market leadership will last at least several
months – especially if inflation and interest rates continue to rise, as I expect.
Ford – one of our recovering fallen angels – slipped 2.3 %, from $20.77 to $20.30. General Electric –
another fallen angel – remained essentially flat as it lost a penny from $94.47 to $94.48 when investors
learned the company missed its 4th quarter revenue target (see page 8.) Alcoa dipped 4.8% – from
$59.58 to $56.71. Deere rose 9.8% – from $342.89 to $376.40.
Company
Alcoa
Deere Co.
Ford Motor Company
General Electric

Sym
AA
DE
F
GE

Price
Price
Percent
12/20/11 01/31/22 Change P/E
$26.64
$56.71 112.9% 25.6
$68.87 $376.40 446.5% 19.0
$9.20
$20.30 120.7% 28.5
$119.36
$94.48 -20.8%
NA

✓Portfolio 3 Average Since 12/20/11: 164.8%
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Yield
0.70%
1.12
2.05%
0.35%

Recommendation
Down. Hold now.
Up. XLNT LT buy
Down. XLNT LT buy
Flat. XLNT LT Buy

Change from last month: +8.2%
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Portfolio #4: Major Banking Companies
As I reported last month, our big banks had a good 2021 as profits increased for nearly all their
operations. However, due to the Omicron Covid-19 virus, and rising inflation and interest rates, the
demand for loans was expected to decline this year.
Ditto for financing business mergers and acquisitions (M&A), putting together multi-million dollar
international deals, and other profitable bank services. Investors reacted by selling most bank stocks –
three of which posted declines for the month.
This month, the outlook for banks changed 180 degrees as the dreaded Omicron variant of the Covid-19
virus proved to be much less of a threat than expected. That means there are likely to be no lockdowns or
big economic declines – and banks should have a much better year than first appeared to be the case. In
response, investors, were quick to push many bank stocks back up. Here is the most recent scoreboard:
Citigroup rose 7.8% – from $60.39 to $65.12. Bank of America went up 3.7% – from $44.49 to $46.14.
Goldman Sachs slipped 7.3% – from $382.55 to $354.68. Wells Fargo gained 12.1% – from $47.98 to
$53.80. JPMorgan Chase slipped 6.2% – from $158.35 to $148.60.
Despite their improving outlooks, I am keeping holds on all our big banks.
Company
Citigroup
Bank of America
Goldman Sachs
Wells Fargo
JPMorgan Chase

✓

Sym
C
BAC
GS
WFC
JPM

Price
Price
12/20/11 01/31/22
$25.95
$65.12
$5.17
$46.14
$90.98 $354.68
$26.50
$53.80
$32.21 $148.60

Percent
Change
150.9%
792.5%
289.8%
103.0%
361.3%

Portfolio 4 Average Since 12/20/11: 339.5%

P/E
6.4
12.9
6.0
10.9
9.7

Yield
3.15%
1.83%
2.37%
1.85%
2.73%

Recommendation
Up. Hold now.
Up. Hold now.
Down. Hold now.
Up. Hold now.
Down. Hold now.

Change from last month: +2.2%

Portfolio #5: Blue Chip Income Plus Growth
Our Blue Chip Income Plus Growth portfolio once again posted mixed results. Our two fossil fuel
pipeline stocks made nice gains as energy prices soared. Merck also went up nicely as new drugs in its
pipeline showed promise. Eli Lilly moved in the opposite direction. With several Fed interest rate
increases on the way, PPL Corp – that is primarily an income stock – didn’t fare well.
Kinder Morgan gained 9.5% – from $15.86 to $17.36. TC Energy rose 16.1% – from $44.49 to $51.55.
Merck went up 6.3% – from $76.64 to $81.48. At the same time, Eli Lilly fell 11.2% – from $276.22 to
$245.39. PPL Corp. slipped 1.3% from $30.06 to $29.68. See the table for my recommendations.
Company
Kinder Morgan*
TC Energy Corp*
Eli Lilly
Merck*
PPL Corporation*

✓

Sym
KMI
TRP
LLY
MRK
PPL

Start
Price
$39.70
$42.45
$41.12
$37.07
$29.26

Price
01/31/22
$17.36
$51.65
$245.39
$81.48
$29.68

Percent
Change
-56.3%
21.7%
496.8%
119.8%
1.4%

Portfolio 5 Average Since 12/20/11: 116.7%
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P/E
22.1
34.9
37.5
28.8
NA

Yield
6.20%
5.36%
1.60%
3.41%
5.59%

Recommendation
Up. Good LT buy
Up. Good LT buy
Down. OK to buy.
Up. Good LT buy
Down. Hold now.

Change from last month: -8.4%
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Other Investments
Currencies: The US dollar weakened a bit more in January when price inflation hit 7.0%. The official
rate the government released is below the actual increase because it omits food and fuel. With all the
products and services that most people must buy to keep body and soul together, inflation is nearly 10%.
That rate puts a serious burden on consumers and the economy they support.

Of course, 7.0% (or 10% is also the rate at which savings accounts, money market funds, and other dollar
deposits are dropping in value.

Lastly, (imagine a kazoo fanfare) the value of the dividends you receive from your stocks –
and the capital gains they produce – are also reduced by 7%. That’s alarming – especially
since inflation will probably keep climbing this year.
US Dollar Index, 1-Year.
In recent issues of GCOR I recommended
protecting the value of your savings by using
some of your dollars to open two foreign
currency accounts that should go up in value
if your greenbacks decline.
I continue to recommend the Canadian
dollar – and either the euro, or the Swiss
franc. they are available from TIAABank.

Here is the link: https://www.tiaabank.com/investing/currency-cds

2

I also recommend top quality blue chip dividend stocks as a way to keep up with inflation. I will have
more to say about the value of blue chips as inflation hedges – plus an updated recommendation about a
previous choice – in the section Fixed Income Investments on page 16.

Another Bitcoin Plunge
Bitcoins sank to $33,307 in January – which was less than half their $69,000 peak in November.
I think we can safely conclude that bitcoins aren’t what anyone should purchase for inflation protection.
In fact, I don’t think anybody should buy bitcoins at all. They are pure speculations.

Precious Metals:
Gold and Silver prices remain stalled, and are still offering little protection against rising inflation. I
don’t expect the two metals to break out of their holding patterns for a few months. However, if inflation
2 I receive no financial or other consideration with any of the companies or
individuals that I recommend in GCOR.

13

February 2022
Global ChanGes &
opportunities report
gets worse later this year, precious metals should bounce back to life much sooner. Meanwhile, you
should either stand pat with the precious metals you have – or use the opportunity to buy more for what –
in hindsight – should prove to be bargain prices.
SPDR Gold ETF, 1-Year.

iShares Silver Trust ETF, 1-Year.

Bullion vs. Numismatic Coins
With gold and silver coins, investors can choose between bullion coins – that are priced only for the
value of the metals they contain – or numismatic coins that have a premium added to their bullion value
depending on their beauty, rarity, and historical significance.
As much as I like beautiful coins, I have always been wary of paying more for them than their underlying
metals are worth. The premium on numismatic coins can be volatile. During good economic times when
most people are doing well – collectors are often willing to pay high prices to get the finest coins. That’s
the situation we have today.
During tough economic times when inflation is going up, most investors just want gold and silver coins to
offset the declining value of their dollars – and are reluctant to pay more for them than their metals are
worth. If our economy should turn down later this year, numismatic premiums may drop sharply.
Notes From An Expert
I will share with you some comments about bullion vs. numismatic coins that I received from the late
David Marcum – an friend who wrote the Dow Jones-Irwin Guide to Fine Gems and Jewelry. 3 David
was also a gold and silver coin expert who appraised some of America’s finest private collections.
During the infamous 2008 financial service crisis, David told me that many of his precious metal clients
sold their high-value numismatic coins, and replaced them with bullion coins such as the American Gold
Eagle and the Canadian Maple Leaf. He had never previously seen such a change in coin preferences.
People usually start with bullion coins and then graduate to numismatics.
When he asked about their coin decisions, David’s customers said they believed the economic outlook
was becoming too weak to support high prices for rare coins – and they were eager to get out of them.
3

Published in 1985 and is now out of print. The book is sometimes available through
amazon.com. Although much of the information is dated, the book is a good reference.
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You don’t need to pay sky high premiums to get beautiful gold coins. One that definitely qualifies is the
1oz American Gold Buffalo that also displays the head of an Indian chief. Both images are in high relief.
The American Gold Buffalo represents our Wild West heritage and is still being produced by the United
States Mint – although they are often sold out. Although the US Mint does charge a modest premium
above the gold value on new Buffalos, the extra cost should remain with the coins.
The US 1oz $50 American Buffalo Gold Coin.4

Wrap-Up: I think popular numismatic coins
are likely to be good investments and inflation
hedges – as long as the economy remains
healthy. However, when growth starts to
decline – as it surely will at some point – I
think bullion coins are what you should have.
If you are willing to make the switch when the
time comes, I think starting with popular
numismatic coins will serve you well.

Platinum and Palladium prices are starting to respond to expectations that the economy will be

stronger this year than appeared to be case a month ago. The chip shortage that’s hurting worldwide car
and truck sales should also begin to open up in the coming months – and catalytic converters will once
again be in high demand.
As you can see on their price charts, platinum and palladium have moved up significantly from
December. Additional gains should be on the way.
Platinum, 1-Year

Palladium, 1-Year

Precious Metal Performance
From January 4, 2022 (Year To Date):
Gold opened on January 4, 2022 at $1811.40, and ended the month at $1795.25– a 0.89% decrease.
Silver opened on January 4, 2022 at $22.89, and ended the month at $22.50– a 1.7% decrease.
4 Photo is courtesy of the US Mint that will sell directly to the public. Note: the
$50 denomination makes the coin legal tender.

15

February 2022
Global ChanGes &
opportunities report
Platinum opened on January 4, 2022 at $975.00 and ended the month at $1022 – a 4.8% increase.
Palladium opened on January 4, 2020 at $1893 and ended Jan. 31, 2445 – a 29.6% increase.

Fixed Income Investments: When price inflation rose from 6.8% to 7.0% last month – the

highest in 40 years – most of the remaining inflation Pollyanna’s stopped arguing that the upturn was
transitory. It’s now apparent even to the propeller heads who don’t get out much that longer-term inflation
and interest rate increases are on the way.
At this point there is no way to know how high inflation and interest rates will go. We do know from past
experience that the increases are difficult to control – and can do a great deal of damage to the economy.
We will need to monitor this new monetary epidemic as closely as we do the Covid-19 virus. Unlike
Covid-19 – that most people can avoid – rising prices and interest rates affect almost everyone.
On the bright side, our fixed income strategy that favors bonds and CDs with short maturities is the right
way to preserve the buying power of our dollars as the rate increases continue. With three month T-bills
and CD rollovers, we should be able to capture each of the Fed's interest rate bounces.

The Fed Must Get It Right, Or
Our Country Will Suffer The Consequences
When it comes to fighting inflation, the Fed must walk a monetary tightrope. If the Fed tries to reduce
inflation by drawing down the money supply too much, it could push the economy into a recession. If the
Fed tightens too little, inflation will get worse – and also trigger a recession.
Alas, when it comes to fine tuning the economy, the Fed doesn’t have a very good track record. In fact,
the agency often falls on its face – as it did most of last year when chairman Jay Powell didn’t raise
interest rates because he believed inflation would be transitory. The result of that inaction was today’s
7.0% inflation rate.
In an attempt to bring inflation down, the Fed now needs to apply the monetary brakes – very carefully.
We should not assume that the agency will get it right.

The Fed's poor track record at managing the economy is another reason to remain
diversified this year.

Medical Properties Trust (MPW)
An Update
Investors can also help protect the value of their assets from being eroded by inflation by purchasing
stocks that have good track records for keeping up with monetary cycles. I’m even more confident than I
was last month that one of the most promising inflation hedges is Medical Properties Trust, a Real
Estate Investment Trust (REIT). The company specializes in supplying and managing buildings for
hospitals, clinics, and other medical groups.
Over the past 30 days, MPW gained 8.35% Vs. 0.64% for the S&P 500. Nevertheless, the stock still has a
forward P/E ratio of just 12.7 vs. 15.5 for its industry. The current yield is an attractive 4.92%. The yield
plus the stock’s capital gains are well ahead of the inflation rate. MPW is also in a defensive industry.
16
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The more I learn about MPW, the more I think many GCOR investors who need income and inflation
protection should have the stock in their long-term portfolios.
Medical Properties Trust, 1-Year

Principal MPW Properties

A Double Punch Against Inflation
Some stocks – including those listed below – have both capital gains and dividends that can help investors
keep up with the inflation rate – but not necessarily right away. Here is the latest dividend scoreboard for
several of our blue chip stocks:

Six GCOR Stocks With Attractive Dividend Yields
Shown With Their Late January 2022 Returns

AT&T (T) October – 8.23% – January, 8.25%
Citigroup (C) October 2.95% – January, 3.15%
ExxonMobil (XOM) Oct. 5.46% – January, 4.68%

PPL Corp. (PPL) Oct. 5.76% – January, 5.59%
Coca-Cola (KO) Oct. 2.98% – January, 2.76%
TC Energy (TRP) Oct. 5.07% – January, 5.30%

Late News: On January 16, several policy makers at the Fed said they may recommend more rate hikes
this year than the three Chairman Jay Powell announced earlier. 5 Ditto for the eight rate hikes the Fed
predicted between now and 2025.

Real Estate:
Rising inflation is continuing to push up mortgage rates. The average 2.87% rate for 30 year fixed rate
mortgages that was available last month is now 3.56%. 6
It’s important to notice that the pace of mortgage increases is more than the rate at which inflation is
rising. Most lenders are no longer raising their rates just to stay even with inflation. Instead, they are
starting to increase their interest rates enough to get ahead of inflation. Unfortunately, that plan moves the
rate even higher. It’s a self-perpetuating cycle.
5

Colby Smith, “Door Open To More Rate Rises Than Forecast”, Financial Times, January
17, 2022.
6

Mortgage rates are from www.bankrate.com on January 31. Bankrate.com is an
excellent source of up-to-date interest rate information.
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When workers see inflation reducing the value of their wages, they are usually quick to join the parade to
get ahead of the increases. Likewise, when consumers watch prices increase month after month, they will
purchase more now – which also pushes inflation higher.

A Lesson About Inflation From Germany
Runaway inflation is dangerous because it can create economic hardships that do great damage to a
country. Countless Germans who lived through the horrors of WW2 didn’t survive the starvation that
accompanied the peace when the Third Reich’s currency collapsed. Most of the Germans who lived
through that period had precious metals, pharmaceuticals, cigarettes, warm clothing, or other valuable
tangibles they could trade for food and shelter.
If it goes unchecked, inflation can quickly become a monster – which is why the Fed must act quickly if it
intends to rein it in. But as I said a minute ago, if the Fed gets it wrong there will be big consequences.

During periods of uncertainty, your primary objective must be the preservation of capital,
not profits. As with a ship at sea during a heavy storm, you win by staying afloat.
Our two housing stocks – Toll Brothers (TOL) and Home Depot (HD) are reacting more quickly to the
changing mortgage rate outlook than they were last month. My comment about them still holds:
“Although sales at both companies remain strong, investors expect they will weaken later this year – and
are pricing the stocks accordingly (see their price charts.)”
Toll Brothers, 6-Months

Home Depot, 6-Months

I also continue to think investors have oversold Toll Brothers and Home Depot by 15% to 20%. If I am
correct, their prices should recover at least that much when the home buying season begins in the spring.
It should be especially strong this year as many hopeful homeowners will race to beat the mortgage
increases – and make use of the price declines that we are seeing in many cities.

Late News: Existing home sales declined 4.6% from November to December. This confirms the reports
that I have been receiving from several leading real estate companies in recent months. When rising
mortgage rates are also on the way, I think anyone with a home to buy or sell should probably do it early
in the year.7
7

Ronda Lee, “Barbara Corcoran Details ‘The Million Dollar Question’ For Homebuyers
Right Now”, Yahoo Money, February 1, 2022.
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Personal Security
The rapid mutation of the Covid-19 virus from the Alpha, Beta, and Delta variants, to the Omicron variant
shows how quickly the disease can change to increase its survival rate. I think you should ignore the pie
in the sky predictions from some pundits that the virus has nearly run its course. On the contrary, I think
Covid-19 will join the common cold and the seasonal flu as long term problems that our medical
technology can’t eradicate.
Fortunately, Mother Nature should help us deal with ongoing variants of the Covid-19 virus. Successful
mutations favor rising transmission rates – but lower death rates. That’s because the ability to spread
rapidly – and remain in their hosts as long as possible – gives the virus more time to replicate. However,
killing its hosts has the opposite affect.

A Bigger Threat Is Emerging
While the world is focused on the Covid-19 threat, an older problem is gaining strength. We are seeing a
“silent pandemic” of drug-resistant bacterial infections throughout the world – including the US where
it is even becoming a deadly threat in many hospitals.
From about 700,000 worldwide deaths in the mid 1990s, fatalities from antimicrobial (AMR) bacteria
reached 1.27 million in 2019 – and was a contributing factor for 4.95 million. As a result, many experts
consider AMR to be one of the greatest emerging threats to public health that we are likely to see in this
century.8
Unfortunately, the public has no idea of what’s on the way. To make matters worse, few drug companies
are trying to produce new antibiotics to fight AMR (see the box.)

The Antibiotic Emergency
Drug companies are failing to develop new antibiotics to fight drug resistant bacteria because there is
almost no profit in them. Most sick people only take antibiotics for a week or two – then they go back to
steak and red wines. (At least that works for me.)
Big pharma is much more interested in developing drugs for chronic conditions that people must treat for
the rest of their lives. Covid-19 was an exception to the rule because governments promised the
developers billions of dollars in subsidies and purchases.
I think all GCOR members should prepare for increasing health threats by purchasing the supplies needed
to deal with them– and learning to use enhanced protective measures. There are now 7 billion humans on
the planet. Nearly 9.8 billion are expected by 2050. Most of them are packed tightly together in cities that
are becoming giant incubators for diseases. It’s an important topic that I plan to discuss next month.
I also think you should consider moving to one of America's small communities where life is still good –
and a lot safer than in our big cities. Here is an excellent place to begin your search:
8

Oli Elliott, “Silent Pandemic Kills 1.2 Million People Every Year”, Financial
Times, January 21, 2022.
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https://www.privatecommunities.com/ . You will also find my articles on the subject, with references, in
our Comprehensive Family Survival Guide. The 70 page Guide with illustrations and links to leading
suppliers is a free download with all new and renewed subscriptions. Call (866 967-4267 to secure your
copy.

Final Thoughts
Get Ready For The Metaverse, A New Online Threat,
Especially For Children And Young Adults
I have often warned GCOR members about the destructive impact that the powerful social media industry
is having on our younger generations. Social media attracts people to seek artificial lives online instead of
having real experiences with the world and its people. It’s the real world that everyone needs to
understand to have rewarding lives (see the October 2021 GCOR).
As if the prolific social media industry wasn’t bad enough, we now have the emerging Metaverse. This
all-encompassing digital technology will supercharge the online experience and further attract people into
cyberspace. The new technology will combine Facebook (now Meta Platforms, Instagram, Linkedin,
Messenger, TikTok, Twitter, WhatsApp, online game providers, and many others to increase their digital
exposure as close to 24/7 as possible.
The Metaverse will also include easy access to virtual and artificial reality, countless music and videos,
universal online shopping, and many other products and services. 9

It’s New – But It’s Not Reality

The main engine of the Metaverse will be
popular online games that billions (not just
millions) of people throughout the world play
every day. In 2021, the hugely successful
gaming industry raked in $180 billion in
revenue – double that of the movie industry.

The Front Door To The Metaverse
Popular video games such as Call of Duty,
World of Warcraft, and Candy Crush are
becoming front doors to the Metaverse. Their
them connected to the
role is to attract people online – and keep them there while interactive programs reveal valuable
information about them that can be used in many ways.

The Users Are The Products
Most organizations in the Metaverse will sell the information they gather about their users to advertisers
that will use it to create carefully targeted offers to potential customers. To that end, many new data
collection tools are being created.
9

Artificial reality is a combination of real world and digital images.
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One of the most effective “information harvesters” are programs that recognize facial expressions that can
reflect a person’s interests, probable spending potential, their social status, political orientation, and so
on.10 To learn what the Metaverse companies want to know, it is only necessary to ask players the right
questions – or see how they respond to the game’s challenges. When inserted into the normal flow of each
game, the promptings are unlikely to raise privacy concerns.
The facial and other information that is collected online will be combined with the huge amount of data
that is already known about countless social media users. In addition to advertisers, both political parties,
special interest groups of every persuasion, and so on, can use the information to identify like-minded
people who might join their movements.

A Full Court Press Is Starting
The Metaverse is being heavily promoted by Facebook that recently changed its name and focus to Meta
Platforms (FB). In recent months, Meta filed many patent applications for new Metaverse features – and
is using its extensive social media experience to create a dominant position in the new industry.
On January 18, Microsoft (MSFT) joined the rush to the Metaverse by acquiring game-maker Activision
Blizzard (ACVI) for $68.7 billion. The buyout will give Microsoft the three popular games that I
mentioned a minute ago – and access to the skilled programmers that created them. It was a smart
decision by Microsoft that tells us a lot about the role the company wants to hold in the Metaverse.
Microsoft’s surprise move into the forefront of the online game industry, triggered a buyout wave of
digital service providers that want a share of what they expect will be the most profitable expansion of the
Internet in decades.
The multi-billion dollar potential value of the Metaverse – plus the social media’s generous political
contributions – will probably make it impossible to stop the new technology, or even significantly reduce
its negative effects on our society.
However, we can help protect our young people from becoming Metaverse addicts. The best way to do
that is to offer them more opportunities to meet interesting people for face to face interactions, and to help
them experience more of the many enriching activities that our world has to offer.

When digital lives are made to compete with real lives – reality will always win.
Best wishes,

In The March GCOR
Due to more pressing concerns, two of the topics I
planned to cover this month are being held over for March.
10 Hannah Murphy, “Meta Patents Show How FB Visualizes Cashing In On An Avatar-Filled
World”, Financial Times, January 19, 2022.
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•
•

•

•

The exploding human population is greatly increasing our exposure to infectious diseases – both old
and those to come. I will discuss ways that we can lower their threat to our families.
Other than precious metals, other inflation hedges that investors should consider are raw materials,
commodities, fractional art ownership, and several other non-traditional assets. I plan to discuss each
of them in March.
The mutation rate of the Covid-19 virus is so high, I think the disease will stay ahead of our efforts to
eradicate it – as the common cold and the seasonal flu have been doing for decades. Instead, we must
learn to live with the coronavirus by making some changes to the ways we conduct our daily lives.
The changes won’t be difficult to make. Fifty five years ago, millions of Americans protested the use
of seat belts in their cars. Buckling up is now automatic for most drivers.
As global warming ravages many parts of the world, millions of climate change refugees will do
everything possible to relocate to countries where life is better – especially to the US. As we are
already seeing on our southern border – and throughout most of Europe – there will be no stopping the
migrants. I plan to present this topic in the next GCOR and discuss ways that you and your family can
avoid suffering the consequences of uncontrolled immigration.
And much more….
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