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2022 Outlook: Tailwinds Shift To Headwinds
By Michael Lebowitz

The first part of our 2022 outlook looks through the front windshield and contrasts 2021s tailwinds
with 2022s growing headwinds. While no one knows what 2022 holds in store for investors, our
concern is that it should not foster the same optimism as 2021. The economic and financial
environments are shifting rapidly making the 2022 outlook much more difficult than this past year.
“The more extended the advance, and the higher valuations become, the more stable and promising the
investment can appear to be, when judged through the rearview mirror.” John Hussman

It’s All About Growth
Before looking forward, it’s worth explaining how economists assess economic activity.
Most economic activity is measured in percentage growth terms and not nominal terms. To stress the
importance of this nuance, consider the following:
If the government gives consumers $1 trillion to spend, it will boost GDP by at least $1 trillion. In our
example, the stimulus will boost GDP to $21 trillion from $20 trillion, equating to 5% growth. Without
government stimulus and excluding any new economic activity, GDP will retreat to $20 trillion in the
following year. As a result, GDP will decline by 5%. While nothing changed with the economy, the 5%
decline will be considered a recession. To avoid zero or declining economic growth, again assuming
no other activity, the government will need to provide at least $1.01 trillion of stimulus.
Stimulus boosts economic activity. However, it detracts from economic growth rates unless it grows
each year. This fact will become important in our 2022 outlook as the government will not likely
replicate the massive amount of stimulus doled out over the prior two years. Can the economy make
up for it?
Continued on page 4)
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Monday, January 24th

Guest Speaker:
Networking Night
Dinner served 5:00-6:15pm.
The speaker will begin at
approximately 6:30pm.
(Meetings are held on the 4th Monday
of each month, excluding holidays)
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President’s Message
Vice President Dale Fisher has reached a difficult decision for himself and JALA. He
sold his rental units and plans to enjoy retirement. His support, assistance, and
service as Vice-President was invaluable, from scheduling speakers for general
meetings, to helping with office duties during Covid. With his assistance we affiliated
with the Rental Property Owners Association of Michigan and the National Real
Estate Investors Association, expanding membership benefits and adding our voice
to political action committees. Together, we updated our website, initiated activity
planning a year in advance, and established a professional relationship with the city
of Jackson. We wish Dale and Lin all the best as they move into the next phase of
their retirement, and thank Dale for all his hard work and dedication.
As I look forward to getting back to normal, post Government intrusion on our
leases, I find the state of California is imposing new restrictions on landlords. They
are extending the eviction moratorium by prohibiting a landlord from evicting a
tenant in the first 5 years of the unit’s ownership. This is to address their perception
that landlords are “serial evictors.” There is no better example of why you should
use JALA’s credit check on every applicant with comprehensive tenant screening. If
your allowing someone access to thousands of dollars of your investment, shouldn’t
you know they are trustworthy?
Chuck Drake
cdrk51@gmail.com

50/50 Winner:

2022 JALA Board of Directors
President
Charles Drake
Vice President
Secretary
Louise Powell
Treasurer
Linda Karazim
Board Members
Larry Doxtader
Brian Rockwell

937-1435

New Members:

812-4605
416-9311
769-2865
812-2103

Mike Wisniewski 783-3620
Mak Krzeczkowski (734) 216-2676

JALA OFFICE HOURS JALA Consulting Attorney
Monday through Friday
9:00 am –1:00 pm
Office Manager
Crystal Miller
PHONE: (517) 782-4384
FAX: (517) 539-6020

If you are a JALA member in
“good standing” and you have
any legal questions about
being a landlord, you may
contact the JALA Consulting
Attorney for basic assistance and
advice

Dennis Conant
dconantlaw@yahoo.com
517-787-3560

2022 State Legislators
State Senator John Bizon (19th Dist.)
(517) 373-2426
PO Box 30036
Lansing, MI 48909

State Senator Mike Shirkey (16th Dist.)
(517) 373-1775
PO Box 30014
Lansing, MI 48909
State Rep. Julie Alexander (64th Dist.)
(517) 373-1795
PO Box 30014
Lansing, MI 48909
State Rep. Sarah Lightner (65th Dist.)
(517) 373-1775
PO Box 30014
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STEAK’S EATERY
Vandercook Lake
“The Great Steak Place”
EXCELLENT FOOD

General Meeting:
January 24, 2022
Speaker:
Dinner orders taken between
5:00pm to 6:15pm
The speaker will begin at
approximately 6:30pm.
US 127 North-Jackson
Oak Lane
Interchange

M-50 (McDevitt)
EXIT M-50
Steak’s Eatery
4243 Oak Lane

US 127 South

JALA ON
FACEBOOK
Any temporary changes
in office hours,
important information,
last minute
cancellations, or
communications are
sent both via email as
well as posted on our
Facebook page.
Connect with us on
Facebook:

@JxnAreaLandlordAssoc

TOTAL HEATING AND AIR
CONDITIONING, INC.
Jackson, Michigan
High Efficiency Experts

(517) 783-3620

EMERGENCY SERVICE!
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Covid TailWinds
In hindsight, the rearview mirror showing the period from March 2020 to the present paints an unusual
picture. What started so poorly ended up being one of the greatest periods for investors. The S&P
500 total return since the March 2020 lows is +115%.
In March 2020, the sky was falling, and investors aggressively sold stocks. It turns out buying stocks in
the face of such a unique calamity was the right thing to do. The justification was not a coming cure or
vaccine for Covid or an imminent return to normal, but the government with their fiscal guns blazing.
Since March 2020, the government has run a $5.6 trillion deficit, dwarfing any prior instance. Such
massive spending was only possible with the Treasury’s trusty sidekick, the Federal Reserve.
The Fed has bought nearly $5 trillion of bonds since the pandemic began. In doing so, it came close to
absorbing 100% of the net new debt issuance from the government.
While the government was doling out money to boost economic activity, the Fed spewed liquidity,
supported asset prices, and kept interest rates low. Despite Covid shutting down large segments of
the economy, economic data quickly recovered to pre-Covid levels.
Record low interest rates, massive consumer and corporate stimulus, and enormous liquidity gusted
at investors’ backs producing double- and triple-digit gains. Not only did most asset prices regain
March 2020 levels, but many have well surpassed those levels.
In the latter half of 2021, vaccines, increased consumer demand, and a record amount of savings
added further oomph to the tailwinds. However, the ominous winds of inflation began picking up at
that point.

2022 Headwinds
The perfect fiscal and monetary storms are petering out. As a result, headwinds for 2022 are
mounting. Let consider how that weighs on our 2022 outlook.

Fiscal Spending
Over the last 3 months, the federal deficit grew at a $1.6 trillion annualized rate. That is historically
high but well below 2020 and 2021 levels. Further, Joe Biden and the Democrats are struggling to pass
the Build Back Better (BBB) social infrastructure program. We think it will pass in time, but the fiscal
stimulus and spending related to it will not be as immediate or significant as initially planned.
The coming election in November poses more hurdles for spending bills. West Virginia Senator Joe
Manchin and other Senators and Representatives from red and purple states face a growing risk of
losing their seats. Some may take a page from Manchin’s playbook and voice deep concern for growing
budget deficits to appease their voting bases.
Throughout later 2021 and even into 2022, Covid related stimulus programs ended or will end shortly.
The closure of these programs will further reduce the flow of stimulus to consumers. For example, the
recently extended student loan deferment program ends in a few months. In this case, many student
debtors consume goods and services with money that should be servicing student debt. Once the
deferment period ends, spending, in many cases, will decline. The child tax credit will also end shortly,
resulting in a shortfall of funds for those receiving the benefit. Likewise, those that did not pay rent
are now left with back payments or higher rents to make their landlords whole.
As we discuss later, the savings rate has fallen back to normal levels, meaning many of those affected
(Continued on page 6)
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JACKSON
APPLIANCE
517-782-1872
Appliance
Parts
10% OFF!!!

JALA
DISCOUNT
Ranges/Washers/
Dryers/Refrigerators
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City asks for
resident help in
reporting illegal
activity in
Ella Sharp Park
Jackson’s Ella Sharp Park is a place
where residents can exercise, enjoy
nature and attend community events.
But lately, City staff have noticed an
increase in people using the park as a
dumping ground for trash and yard
waste, along with drivers damaging
lawns by taking vehicles off streets.
Wanting to prevent further harm to the
park, the City is asking residents to be
on the look-out for illegal activity and
report it to police.
The Parks and Recreation Department
has seen an increase in damage to
Ella Sharp Park over the past year. In
recent months, parks staff have found
large amounts of trash dumped
illegally along streets in the park,
including a large couch. This past fall,
more than two dozen yard waste bags
full of leaves were discarded in a
creek. Some of the biggest damage to
the park has been done by people
taking large trucks off streets and into
green space, tearing up grass and
causing big ruts.
Ella Sharp Park is the City’s flagship
park and the largest in the Jackson
area. Parks and Recreation Director
Kelli Hoover says it’s disheartening to
see the ongoing damage. “Cleaning up
trash and repairing the park takes staff
away from other duties and takes
away from the resident experience of
using this beautiful park,” Hoover said.
“Reporting illegal activity when you
see it happening will make sure our
park remains a safe space for
everyone to enjoy.”
The Jackson Police Department asks
residents to call 911 if they witness
any illegal dumping or off-roading in
the park. Residents who discover trash
or vandalism after it happens should
report it to the Parks and Recreation
Department using the “Report a
Concern” feature on the City website,
cityofjackson.org.
https://www.cityofjackson.org/
CivicAlerts.aspx?AID=788
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will have to reduce consumption.

Monetary Stimulus
The Fed is tapering QE, expecting to end new purchases by March
2021. QE provides vast amounts of liquidity to the financial
markets. As the Fed backs away, not only will it reduce liquidity to
markets, but reduce the power of the world’s largest holder of US
Treasury debt. Someone will take the Fed’s place but must shed
other assets to do so.
To help better understand this concept, we suggest reading The
Fed Is Juicing Stocks. In particular, the section titled “Draining the
Asset Pool.”
The Fed is also hinting at raising interest rates. Higher interest
rates will increase interest expenses for debt-laden companies,
consumers, and the government. Additionally, those using loans to
leverage assets will have to pay more for the leverage. This will
undoubtedly cause some investors to reduce or remove leverage
as the potential returns diminish.
Last two times margin debt grew this rapidly was in 1999 and 2007.

Elections and the Fed
Further pressuring the Fed is politicians. Consider the following
from the Financial Times:
“The Fed needs to start tapering immediately and then they need to
raise interest rates. Both those things can be done by March,” Jake
Auchincloss, a Democrat from Massachusetts and member of the
House of Representatives financial services committee, which
oversees monetary policy, told the Financial Times. “I think chair
[Jay] Powell would do well to end the decade of easy money,” he
added.
Political pressure from the President and legislators may force the
Fed to remove liquidity too quickly or raise rates too fast. Both are
likely to be problematic for asset prices and economic recovery.

Savings Rate
The combination of direct government stimulus and the inability to
spend money during the lockdowns resulted in unprecedented
savings rates. As we show below, the savings rate jumped to levels
that were twice as high as any previous level since at least 1959.
Note that the two recent peaks result from the two rounds of
personal stimulus checks.
We can see how government stimulus to consumers (transfer
receipts) and credit provided a bonanza of spending power for
consumers. Like the bloated savings rate above, that too has
normalized.
(Continued on page 8)

January2022

Page 7

KNIBLOE
HARDWARE

1612 E. Michigan
Jackson, MI 49202
Phone: 782-6823
Store Hours:
Mon & Fri: 8 AM - 7 PM
Tues, Wed, Thu, Sat: 8 - 5:30 PM
Sunday: 10 AM - 2 PM
* 5 gal. pail paint * white and premixed
colors * plumbing , heating and
electrical supplies * pipe threading *
glass, plexiglass, and screen sold,
installed * screen and window repair *
carpet shampoo rental *
* key cutting,
* rekeying and master keying *
Commercial discount terms available
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The savings rate is back to pre-Covid levels. Most consumers, especially those in the middle to lowerincome classes, have fully exhausted extra savings and must either reduce spending or increase their
use of debt.
Credit card debt and home equity withdraws are both increasing. While such funds can propel
additional spending, it will not be nearly the same as the enlarged savings rates. Further, higher
interest rates will make debt less appealing. Inevitably credit card and home equity are limited based
on wage growth and the ability to service their debt.

Inflation
Prices are on the rise. Higher prices mean consumers spend more to get the same amount of goods. If
wages keep up with inflation, the consumer is indifferent.
Inflation is running at 6.9%, over three times higher than the Fed’s stated 2% objective. At the same
time, wages are growing but at a lesser rate than inflation. Average hourly earnings are up 4.8%. While
historically robust, real wages, factoring in inflation, are down 2%.
As we note earlier inflation is pressuring the Fed to prioritize their fight against inflation. Might the Fed
have to choose between inflation and asset prices? Ohio Democrat Sherrod Brown recently shared
thoughts on that- “The Fed should make sure our economy works for workers and their families, not Wall
Street.”
Also, consider inflation is highly responsible for the recent string of poor consumer sentiment. People
usually spend more when they have a positive outlook. As the graph below shows, the University of
Michigan’s current and expected consumer sentiment indexes are at or near ten-year lows. The
current index sits at 70.6. In April 2020, during the peak of Covid lockdowns, it was 71.8. In September
2008, when Lehman and others were failing, it was 70.3.

Pent up Demand and Mid-Life Crisis
Having been deprived of vacations, eating out, and a host of other activities, people were hungry to
return to normal. Vaccines further raised comfort levels and allowed many stores and venues to return
to normal.
Consumers splurged as they bought those things they couldn’t buy during lockdowns. Not only did
they travel and go out to dinner, but some bought cars and houses and other big-ticket items. It was as
if many consumers had a mid-life crisis simultaneously.
Most of that pent-up demand is quickly diminishing. The bills from those spending sprees are
mounting, and life is slowly becoming more normal by the day. This additional source of spending is
fading quickly.

Summary
“Prepare for the unknown by studying how others in the past have coped with the unforeseeable and the
unpredictable.” -George S. Patton
As you just read in part one of our 2022 outlook, this year’s monetary and economic environment will
not be as friendly for asset prices as last year. While that may seem problematic for investors, if we
learned anything in 2020 and 2021, it is that stock prices can climb a wall of worry efficiently.
In part two of our 2022 outlook, coming next week, we share our thoughts on how stocks and bonds
might perform in the new year.
https://www.investing.com/analysis/2022-outlook-tailwinds-shift-to-headwinds-200613692
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Membership Application
Or membership can be completed online at www.jala-mi.org
Full Name:
Company (if applicable):
Billing Address:
City:

State:

Phone:

E-Mail:

Zip:

Membership dues are billed annually and include RPOA membership dues of $45.00. Your
Membership total cost is based on the amount of units you own.
I own…
A. Less than 10 units $200.00
or
B. More than 9 units $210.00
**All new applicants pay a one time $25.00 application fee (included in above pricing)**
Cash, check, credit/debit are accepted. Please make checks payable to
Jackson Area Landlords Association
1212 First St
Jackson, MI 49203
Feel free to call with any questions or to sign up by phone
Monday-Friday 9am-1pm (517) 782-4384
How did you hear about us?






Online Search
Facebook
Word of Mouth
Other
Referred by a Member

If so, whom?

RPOA and REIA affiliated
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Meet the Speaker

Networking
Night
All landlords and
tradesmen welcome. This
night is all about
networking with the
community to keep jobs
local.
Landlords, looking for a
new handyman? Want to
meet other landlords?
Did you just start a new
business and are looking
to jumpstart it?
Help us connect people
and spread the word
Casual atmosphere. No
booths or rsvp required,
just show up!
For more information
please visit our facebook
page or call us directly @
(517) 782-4384

Contact the JALA Office
if you would like to
advertise your business in
future issues of our newsletter.
(517) 782-4384
JalaOrganization@gmail.com

JALA Legal Fund Donations

JALA is accepting monetary donations to assist in our
ongoing efforts against the city and every little bit helps. If
you are interested in contributing to our Legal Fund, you can
stop by or mail your contributions to our office.
Please make checks payable to
JALA and note in the memo field: Legal Fund.
Cash is accepted as well.
Thank you in advance for any and all help with our efforts.
It is greatly appreciated and will benefit the members.
With your help we have raised $2,829.00

Behr Paint Discount at
Home Depot
JALA Members get 20% off of their
Behr Paint purchases at Home Depot.
Use the JALA Office phone number to get
your discount when you check out
Tenant Screening is important and can help relieve
unneeded stress. The Jackson Area Landlord
Association offers full Tenant Screening to members
for just $25.00/year and $20.00/Social Security
Number. For more information on Tenant Screening
Services call the JALA office @ 517-782-4384
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Jackson Area Landlords Association —
Since 1974
1212 First St
Jackson, Michigan 49203
PH: (517) 782-4384
FX: (517) 539-6020
JalaOrganization@gmail.com
www.Jala-Mi.org
Office Hours
Monday through Friday
9:00 a.m. to 1:00 p.m.
Office Manager
Crystal Miller

NOTE: All advertisements in this Newsletter are paid for by advertisers. JALA does not guarantee the products or services advertised.

MEETING LOCATION
Date:

January 24, 2022

Speaker:

Networking Night

Time:

Dinner @5:00am
Speakers @6:30am

Location: Steak’s Eatery
4243 Oaklane
Jackson, MI 49203

“This publication is designed to provide accurate and authoritative information in regard to the
subject matter covered. It is distributed with the understanding that the publisher is not engaged in
rendering legal, accounting or other professional service. If legal advice is required, the services of a
competent professional person should be sought.” From a Declaration of principles jointly adopted
by a Committee of the American Bar Association and a Committee of Publishers and Associations.

FOR YOUR
INFORMATION:
Editorials and/or
articles in this newsletter are
the opinion of the author and
do not necessarily reflect the
policies or positions of JALA.

