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Something is STILL Going to Break

By Charles Lewis Sizemore, CFA

Another week, another new high in bond yields. And as you can
imagine, the stock market isn’t quite sure how to interpret the
news.

On the one hand, high and rising yields are a sign that the
economy is still hot. And anecdotally, I can vouch for that. The
shops are still full of shoppers, and it’s weirdly hard to get a table
at a restaurant even on a random weekday in every American city
I've visited over the last month... and there’s been a few.

The higher rates go, the greater the likelihood that something “breaks.” That was the
title of the update last week, and I'm reusing it this week.

You know me. I rarely speak in absolutes. You will almost never hear me make a
comments like the market “has” to rise or fall or the economy “has” to boom or bust.
This is a game of assigning the best probabilities you can with the messy and incomplete
data at your disposal.

That said, the inverted yield curve is an awfully good indicator of recessions. I'm not
going to tell you a recession is “guaranteed” because the 10-year Treasury yield is the
lowest it’s been relative to the 2-year in over two decades. But historically, it’s been a
real sign of trouble ahead.
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The one exception here might be the COVID recession of 2020. The curve EVER so
slightly inverted in the summer of 2019. I'm not going to get weird and mystical and
claim that the bond market somehow forecast a world-ending pandemic.

But that one questionable datapoint aside, the inverted yield curve has preceded a
recession every time for as long as I've been alive.

Maybe this time is different. Who knows. But I think it makes sense to be careful here,
particularly if you’re in or close to retirement.

I've been pounding the table saying that short-term Treasuries are a great place to park
money right now. I will repeat that again today: Short-term Treasuries are a great
place to park money right now.

I also think it’s perfectly fine to be averaging in to stocks you intend to hold for the long-
term. I don’t recommend jumping in with both feet, but some modest buying here,
particularly on days when the market is down, is prudent. I would also recommend
setting your dividends to automatically reinvest if you don’t need the income for
immediate spending.

Otherwise, remember that you don’t have to be fully invested. Cash is a position too,
and it’s perfectly fine to be heavy in cash when the market isn’t cooperating.

I have no specific trades to make today, but I would point out that we are getting close
to our stops in a handful of stocks. That’s ok. If we get stopped out, we get stopped out.
We’ll just bide our time and look for opportunities as they come.

That’s all I have for now. Until next week, keep cashing those dividend checks!

(e

Charles Lewis Sizemore, CFA

P.S.: Apart from writing this newsletter, I run a full-service wealth management firm
along with my colleagues. At Sizemore Capital Management, we build income
portfolios like those I write about in the Sizemore Income Letter. But we also do a lot
more than that. We manage a suite of low-volatility strategies offering low correlation
to the S&P 500. If you’d like for me to take a look at your portfolio and offer some
recommendations, contact me at info@sizemorecapital.com.
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National Storage Affiliates NSA | 8/30/2022 $52.95| $39.90 | $39.16 | 5.51% | S - -24.65% Yes Buy
Cheniere Energy Partners CQP | 8/4/2022 $46.49| $56.04 | $33.01 | 6.23% | S - 20.54% No Buy
Citigroup Inc C 6/23/2022 S47.34| $42.92 $32.57 4.75% | S 0.51| -8.26% Yes Buy
ONEOK, Inc. OKE 4/28/222 $65.50| $55.07 $47.91 6.79% | S 1.87 | -13.07% Yes Buy
Energy Transfer Partners ET | 12/27/2021 $8.16| $11.89 $7.79 7.74% | S 0.61| 53.13% No Buy
EPR Properties EPR | 11/29/2021 $47.78| $36.66 | $33.92 | 9.00% | S 2.65 | -17.73% Yes Buy
Chevron Corporation CVX | 9/30/2021 $103.33| $168.96 |$130.77 | 3.36% | $ 5.60 | 68.93% Yes Buy
ClearBridge E Midst

earsriage tnergy VIASIream | enio | 5/26/2021 | $21.94| $27.74 | $20.49 | 7.35% | $  2.16 | 36.28% Yes Buy
Opportunity
Magellan Midstream Partners | MMP | 1/29/2021 S44.41| $49.66 | $41.78 | 8.36% | S 6.20 | 25.78% No Buy
Iron Mountain IRM | 8/25/2020 $30.22| $46.30 | $42.57 | 5.33% | S 5.57 | 71.64% Yes Hold
Starwood Property Trust STWD| 8/25/2020 $15.70| $18.98 | $18.15 |10.12%| $ 3.84 | 45.35% Yes Buy
Ecofin Sustainabl d Social

cotin sustainable and >soial | peap | 6/24/2020 | $10.73| $12.64 | $12.53 | 8.54% |$  2.15| 37.79% Yes Buy
Impact Term Fund

Disclaimer: Copyright 2022 Sizemore Financial Publishing LLC. This investment newsletter (the
“Newsletter”) is created and authored by Charles Sizemore (the “Content Creator”) and is
published and provided for informational and entertainment purposes only. The information in
the Newsletter constitutes the Content Creator’s own opinions. None of the information contained
in the Newsletter constitutes a recommendation that any particular security, portfolio of
securities, transaction, or investment strategy is suitable for any specific person. You understand
that the Content Creator is not advising, and will not advise you personally concerning the
nature, potential, value or suitability of any particular security, portfolio of securities,
transaction, investment strategy or other matter. To the extent any of the information contained
in the Newsletter may be deemed to be investment advice, such information is impersonal and
not tailored to the investment needs of any specific person. From time to time, the Content
Creator or its affiliates may hold positions or other interests in securities mentioned in the
Newsletter and may trade for their own accounts based on the information presented. The
material in this Newsletter may not be reproduced, copied or distributed without the express
written permission of Sizemore Financial Publishing LLC.
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