3rd QUARTER
2022 UPDATE

“Process Before
Progress®.”
THOUGHTS FROM THE FOUNDER: There are so many phrases I use when it comes
to investing. Phrases such as “Process Before Progress®”, “Stick to the knitting”, “Time in an
investment, not timing an investment”, among others. Frankly, those phrases become more
important when you look at what has been happening in 2022.
That said, with the brutal performance of bonds along with equities, many investors have experienced far more
pain than you may realize. Fortunately, while our client portfolios have been negatively affected in 2022, we
have managed to miss A LOT of the pain, particularly in “growth” stocks.
As you may have heard me say on our podcasts, the decisions we have made over the last two years have provided
significant benefits in 2022 and I believe have also positioned us extremely well for the remainder of 2022 and
into 2023. I highly encourage you to listen to our podcasts which can be found at investwithclarity.podbean.com.
Over the last 4 years, it is our opinion that Nepsis® clients were able to experience tremendous performance while
stocks climbed higher. Frankly, it is far more difficult to manage the downside risks when stocks on a macro basis
move lower, especially as they have in 2022. However, we strategically managed to reallocate over the last two
years to prepare us for what we are seeing in 2022.
Over the years, we have been questioned many times on why we didn’t own bonds. When we make an investment,
we assess the assessed risk to the potential return in the future. We have felt for over 8 years that bonds were a
high-risk investment with low return potential. In 2022, that has clearly come to pass. We believe in owning great
businesses with pricing power, dividends, and strong industries to be far more beneficial for clients LONG-TERM.

MARK PEARSON
President & CIO

“PROCESS
BEFORE
PROGRESS®.”
– MARK PEARSON

Many of the decisions we made 2 years ago, are paying benefits for us today. Many of the companies we have
purchased in 2022, we feel will similarly benefit clients over the next several years. Remember, it is not timing
an investment, rather it is time invested in a company.
Additionally, remember, every company we own in portfolios is owned for a specific reason. We are more
concerned about the overall asset allocation than any one company owned in our portfolios.
In our opinion, portfolios are currently allocated in a manner which assists our clients and helps them accomplish
their long-term investment objectives.
Invest With Clarity®!

Thank you again for your continued confidence
in Nepsis® and Investing With Clarity®!!
NEPSIS, Inc.
8674 Eagle Creek Circle, Minneapolis, MN 55378
(952) 746-2003 • Fax: (952) 746-2006
www.InvestWithClarity.com I Blog: www.InvestingWithClarity.com

Respectfully,
Mark Pearson
Founder & CIO
Nepsis, Inc.

If you have questions or need
additional information about your
portfolio, please contact your
advisor for more information.
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I T’ S L IK E TRY I N G T O PU SH O N A

Charles D. Etzweiler, MBA, CIMA®, CMT, CFP®
Chief Research Officer & Senior Vice President

As we prepared to draft our column for the final quarter of the year,
the internal pressure of “having to do something” began to grip us.
We felt the tension of going against our W.A.I.T. Theme for 2022 as well as our “Holding Pattern” subtheme for Q3 and
started to ponder a series of proposed portfolio changes without having all of the data to substantiate said adjustments.
We were acting like the old saying; “Do as I say not as I do!” and that was the last thing we wanted to portray. Deciding
against such action, here we sit W.A.I.T.-ing for the first ten days of November to finally provide the three key pieces
of information (remember our past article “Gimme Three Steps”) we have all been patiently anticipating.
In a fast-paced society that rewards productivity, it is so very hard to grasp this concept and live it out, but we once again lean
on it as the prudent manner in which to proceed. To best describe the situation we are in, we default to the saying; “You can’t
push on a string.” According to Wikipedia, “Pushing on a string is a figure of speech for influence that is more effective in
moving things in one direction than another – you can pull, but not push. If something is connected to someone by a string,
they can move it toward themselves by pulling on the string, but they cannot move it away from themselves by pushing on
the string. It is often used in the context of economic policy, specifically the view that "Monetary policy is asymmetric;
it being easier to stop an expansion than to end a severe contraction.””
(Continued next page.)

NEPSIS, Inc.
8674 Eagle Creek Circle, Minneapolis, MN 55378
(952) 746-2003 • Fax: (952) 746-2006
www.InvestWithClarity.com I Blog: www.InvestingWithClarity.com

©Copyright 2022. Advisory services
offered through Nepsis, Inc.: An SEC
Registered Investment Advisor.

2

3rd QUARTER
2022 UPDATE

IT’S LIKE TRYING TO PUSH ON A STRING

(Continued from last page.)

The history behind the saying can be taken back to the Great Depression when a sitting member of Congress and the
Federal Reserve Chair were bantering back and forth regarding economic policy. Here is how Wikipedia records it:
“According to Roger G. Sandilands and John Harold Wood the phrase was introduced by Congressman T. Alan Goldsborough
in 1935, supporting Federal Reserve chairman Marriner Eccles in Congressional hearings on the Banking Act of 1935:
• Governor Eccles: Under present circumstances, there is very little, if any, that can be done.
• Congressman Goldsborough: You mean you cannot push on a string.
• Governor Eccles: That is a very good way to put it, one cannot push on a string. We are in the depths of a
depression and... beyond creating an easy money situation through reduction of discount rates, there is
very little, if anything, that the reserve organization can do to bring about recovery.”
If we relate the historical context of the meaning of this saying to today’s environment, we simply cannot push the proverbial string
of future information that is so vital in our decision-making process back to the present. As much as we would like to do this, we
feel it would be guesswork on our behalf; so, we simply wait. As we highlighted last quarter the “Big 3” pieces of information we
are waiting for, if we are patient enough, will be handed to us in the first ten days of November. They are as follows:
1. December 14th – The Federal Reserve Open Market Committee (F.O.M.C.) meets to discuss interest rate policy.
With the F.O.M.C. to likely raise rates at least 50 basis points (0.50%) on December 14th, the December Meeting
will give much-needed insight on the future pathway of rate policy. This aligns with the letter A (Accommodation)
describing the Fed and their disposition towards rate policy. Will they remain restrictive or move to being
accommodative? We will surely find out on December 14th what the Fed will decide but just like investors, they
too must rely on future information before making a decision. Lastly, their deliberate and methodical decisionmaking process makes it even more likely that an elongated waiting pattern is probable.
2. January 3rd – The midterm elections will have taken place with both the House and Senate up for bid. Certainly, we
are not political experts, however, the equity markets historically have favored a divided government. According to
Politico as of the publishing of this document and noted at this link; https://www.politico.com/2022-election/raceforecasts-ratings-and-predictions/, a Republican takeover of at least the House is a likely event at this juncture.
3. December 13th – The Bureau of Labor Statistics releases their all-important Consumer Price Index (CPI) -based
Inflation Report for the month of November 2022. The reason for the grave importance of the number is that the
CPI Inflation Rate is calculated on a year-over-year basis and the month of October 2021 was the first time the
number eclipsed 5%, settling at 6.2%. This is based on data gathered by Trading Economics and found at
https://tradingeconomics.com/united-states/inflation-cpi. Every month following the December print will be
based on a previous higher number and will ultimately provide solace to those seeking a slowing rate of
inflation as the rate of change will decelerate. But, like our two previous dates and corresponding decision,
patience will be needed before we get to that point in time.

In closing, we remain firm in our belief that patience will be rewarded and that simply
W.A.I.T.-ing for more information is indeed still warranted at this time!!
NEPSIS, Inc.
8674 Eagle Creek Circle, Minneapolis, MN 55378
(952) 746-2003 • Fax: (952) 746-2006
www.InvestWithClarity.com I Blog: www.InvestingWithClarity.com
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“LONG L IVE THE KING”
We would be remiss if we did not comment on the
unbelievable strength of the US Dollar over the past
several years. King Dollar, as it is referred to, is based
on its global reserve status and despite being maligned
by nearly everyone across the political spectrum, sits
on its throne at nearly twenty-year highs.
The chart gathered from TradingEconomics.com shows the US Dollar
based on the DXY Index at 110.55. This is at its highest price vs. a
basket of competing foreign currencies going back 21 years when
the world fled to the safe haven of the US Dollar when it reached 120
following the 9-11 attacks.

So, what does this mean for investors?
Before we address what it means for investors and how we construct
portfolios based on the strength, or lack thereof, of the US Dollar, let’s
look at three key factors that are used by global investors in determining
whether they want to invest away from their home country:

Source: https://tradingeconomics.com/united-states/currency

So, what does this mean for investors and how we construct
portfolios? Several things including the following:
Underweight European Stocks
As companies in Europe deal with the many geopolitical and natural
resource issues, a deep recession has likely begun or is on the way.
Secondly, The European Central Bank and the Bank of England have
lagged in their battle with Inflation as they have been reluctant to
raise short-term rates in the face of rising prices.

1:
		
		
		

Perceived Economic Stability by Foreign Investors
Despite entering a potential recession, the US far and away sits
on top of the hill as it pertains to economic stability, based on
such factors as Economic Growth and Gross Domestic Income.

2:
		
		
		
		

Perceived Political Stability by Foreign Investors
Despite a divided populace in the US, we continue to ask the
question as to where a better government ideology exists.
Foreign investment would not be making its way to the US if
this were not at least the perception.

Underweight Asian Stocks
Although a region with appealing fundamental economic and
demographic growth numbers in areas such as South Korea,
Singapore, Hong Kong, and Taiwan exist, so does the negative force
of China and threats against their neighbors. Additionally, the forceful
regulatory hand on their own Tech Industry makes this risk/reward of
this area as unappealing.

3:
		
		
		
		

Perceived Central Bank Policy by Foreign Investors
Despite a Fed that appears at times to be contradicting itself,
their comparative aggressive rate hikes vs. other Central Banks
allows for higher savings rates in the US and thus is appealing
once again to foreign investors.

Underweight US Multi-Nationals
US companies that tend to struggle under a strong Dollar are those
based here domestically but have a majority of their sales derived from
overseas. The result is that foreign purchasers of a US Company’s
goods can purchase less due to their weakened currency.

In closing, when describing the US Dollar and its relative position around the globe as it pertains to other fiat-based currencies, we liken it to
the line from a famous Johnny Cash’s song, “Then I fumbled in my closet through my clothes and found my cleanest dirty shirt.”. Said another
way, yes, we have our problems and so does the US Dollar, but when compared to other options the King Dollar sits high upon its perch indeed!
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HOW TO EVALUATE YOUR PENSION
Nepsis® Financial Planning Team

Many years ago, pensions were the mainstay of retirement benefits. This is where the employer
provides income to an employee after they retire. The amount paid is based on years of service
and contributions made into the pension fund during the employee’s working years. As the cost of
providing these benefits has increased due to longer lifespans and an extended period of low
interest rates, pensions are not as common as they used to be.
For those fortunate enough to have a pension, it is important to have a framework to evaluate the plan
and their options. One key decision is whether to receive a one-time lump sum or a lifetime income
payment, also called a pension annuity. If an employee decides to take a lifetime annuity, they must
further decide whether to accept a reduced amount in exchange for including survivor benefits.

There are three key documents to obtain for evaluating your pension:
1. A copy of the pension’s “Summary Plan Description”. This provides the details of the plan’s options and features.
2. The pension’s “Annual Funding Notice”. This states the valuation of the plan’s assets and liabilities and helps in
		 evaluating the financial health of the plan.
3. A personalized projection of benefits. This shows your specific benefit options and amounts and can usually be
		 obtained from your HR department or benefits provider.
There are important decisions to be made about how to collect the pension benefit. Your Nepsis® Advisor can help guide you through
the following evaluation framework:
• Participant Health – What are the overall health and longevity expectations for the employee and spouse. Someone in
		 poor health may decide to take a lump sum rather than a lifetime annuity.
• Plan Health – How well is the pension plan funded and what is the financial health of the sponsor company? Someone
		 taking lifetime benefits must be comfortable that the plan and employer will be around to pay them.
• Hurdle Rate – Will the rate of return for a lump sum exceed the future cash flows of the pension annuity? (Your Nepsis®
		 Advisor can help with this calculation.) A high rate may favor the lifetime annuity, while a low rate may favor the lump sum.
• Legacy Benefit – Is there a residual benefit payable after the participant and beneficiary are deceased? Pensions often
		 limit benefits to the employee and spouse, so the only way to facilitate inheritance for children is taking a lump sum.
• Further Benefits Evaluation – Is the pension annuity required for participation in a retiree health plan? Does the pension
		 annuity provide an annual COLA (cost-of-living-adjustment)? Is there a “bounce-back” feature in the event the beneficiary
		 predeceases the participant? One or more of these features may tip the scale toward the pension annuity.

As Nepsis, Inc. continues to grow, we appreciate
your continued confidence and support. We believe
successful investing requires Investing with Clarity®.
We look forward to continually providing you with the
Clarity needed to be a successful investor long-term.
CHECK US OUT
ON SOCIAL

NEPSIS INC.

NEPSIS, INC

@NEPSISINC

NEPSIS, Inc.
8674 Eagle Creek Circle, Minneapolis, MN 55378
(952) 746-2003 • Fax: (952) 746-2006
www.InvestWithClarity.com I Blog: www.InvestingWithClarity.com

@INVESTWITHCLARITY

Respectfully,

Mark Pearson

President, Founder & CIO
Nepsis, Inc.

“Invest With Clarity®”, “Can You Put A Price On Clarity?™”,
“PHILOSOPHY STRATEGY FLEXIBILITY TRANSPARENCY®”
and “Investing With Clarity®” are trademarks of Nepsis, Inc.
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