
 

Greetings from your growing team at DA Davidson. As we move into the final quarter of 2021, change 

is in the air and we’re not just referring to the colorful leaves and the shorter days. In the financial 

markets, change also seems to be afoot. Inflation and interest rates are on the rise and the stock market 

is getting a little more volatile as the impact of higher energy, transportation and labor costs are starting 

to impact earnings. In addition, the threat of more regulatory scrutiny and higher taxes looms. In the 

third quarter, the stock market was essentially flat following five straight quarterly increases. Our 

portfolios reflected the recent choppiness, but remain up nicely year to date.  

 

We suppose the number one question we receive lately is “how long can this market continue to climb 

without a more severe setback?” And the second most asked question is “what’s the reasoning behind 

your recent team expansion?” We wish the first question was as easy to answer as the second. 

 

It’s been over 11 years (hard to believe they put up with me for that long) since our current team started 

working together. During this time, we have grown substantially. You have been kind enough to refer 

us your friends, your parents, kids and even grandkids. That is a confidence we cherish and certainly 

don’t take lightly. As you know, our goal is to have more than a superficial understanding of your 

financial situation and a sound approach to monitoring and managing your portfolios. This requires a 

strong, deep team with continuity. As we’ve been feeling a little overwhelmed with growth, we thought 

it was time to add some depth. It is with this in mind that we decided to partner with another well 

regarded team at DA Davidson and hire a new advisor. You will gradually have opportunities to meet 

with your new team members. We think you will be happy they are working for you. 

 

And now back to that harder first question. How much longer before we run into a more challenging 

stock market? As you know, we aren’t fans of trying to time the overall market and our crystal ball is 

no clearer than others. Nevertheless, here’s what we know now and what we have started doing about 

it. We know that company earnings have rebounded nicely from Covid lows, but growth is starting to 

slow down. We certainly have noticed that just about everywhere we look prices are rising. After a 

prolonged period of low inflation, we are now seeing that the Consumer Price Index (CPI) is 

approaching 5%1. While short term interest rates remain microscopic, they are starting to move up. 

The longer-term benchmark 10 year Treasury bond has moved from .7%2 to 1.6%2 over the last year 

or so. The government spared no expense when responding to the Covid-induced recession. As a result, 

there has been a lot of money sloshing around the economy, and government deficits have risen to 

unprecedented levels. Ultimately, taxes will likely be raised to reduce these deficits. 

 

The tech heavy NASDAQ index was down about 5.3%3 in September and many of the biggest 

components like Apple, Facebook, Google and Tesla are showing signs of weakness. One of our senior 

colleagues was recently noting the similarities between this decade’s most favored, largest, fastest 

growing companies and the phenomena of the “nifty 50” in the 1970s. During the high growth 60s, a 

number of new innovative businesses saw their prices grow to quite lofty levels. The thinking was that 

everyone should own a piece of these “inevitables” that were sure to grow as far as the eye could see. 

For you old-timers, you remember that some of these inevitables eventually came back to earth leaving 

many with severe losses. Names like Avon, Eastman Kodak, GE, JC Penney, Polaroid, Schlitz, and 

Xerox ultimately proved that one could certainly overpay for growth. Of course, this doesn’t mean that 

all of today’s highflyers will eventually crash. About half of the nifty 50 companies went on to reward 

patient shareholders (think Merck, Pepsi, J&J, McDonald’s and Disney.) Unfortunately, this reminds 

us how difficult it can be to recognize those that will continue to prosper versus those that will struggle. 

We’re sure our judgment on this front won’t be perfect. We just hope experience will help us bat 

somewhere north of 50%. 



 

As the stock market continues to grow, we find that most of our clients have seen the equity portion of 

their portfolios reach all-time highs. Based on the discussion above, we believe it’s time to reduce our 

stock exposure a little in the areas we think could be challenged in a higher interest-rate, 

higher inflationary environment. We have very gradually started this process in the portfolios we 

manage. We have allowed stock exposure to expand over the last several years as alternative 

investment choices didn’t seem very attractive, with most bonds, CDs and money market funds 

yielding next to nothing. It’s always difficult to pare back winners, but as some wise investor once said 

it’s “best to be greedy when others are fearful and fearful when others are greedy.” 

 

We are trying to be as tax efficient as possible in reducing stock exposure. Given a choice, we are 

selling more inside IRAs and qualified accounts where capital gains taxes aren’t levied. However, with 

the threat of higher taxes in the future, it might be wise to be a little more aggressive with sales in the 

taxable accounts as well. As you know, we believe in buying strong businesses that can be held for 

long periods. We like to compound our growth while limiting the annual tax paid. However, long-term 

capital gains taxes are currently quite low, and though it pains us to say it, paying a little more in taxes 

today might not be unreasonable. While we have been discussing reducing stock exposure with most 

of you, please don’t hesitate to check in if you would find it helpful to visit about this strategy further. 

 

The discussion above should not be construed as meaning we are expecting a major stock market 

correction soon. We are simply looking at client portfolios and the current investment landscape and 

deciding to remove our “foot from the accelerator.” As you know we’re generally pretty optimistic 

folks. We would expect that certain businesses will handle higher inflation and interest rates quite 

nicely and others might even prosper. And in fact, we’ve been investing in a few of these over the last 

year or so. We aren’t blindly optimistic, we are optimistic because of history and the facts. Once again, 

we were reminded of the resiliency of capitalism during the pandemic. In light of this, we’ve even 

decided to bite into our seven-year stash of toilet paper! Now enjoy the fall and let us know if you have 

any questions or updates. It’s always good to hear from you. 

 

Sincerely, 

 

Blueprint Financial Advisors 

A Member of D.A. Davidson and Co. 

 

Russ, Susan, Bob, Ryan, Jennifer, Sasha and Tien 
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