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A Note from the Principal 

Like a B-rated horror movie that just won’t 
end, 2021 closed with yet another named 
variant of COVID-19 (Omicron), wreaking hav-
oc on our lives. Fortunately, with the combi-
nation of vaccines, antibodies from prior ex-
posure, and Omicron’s less invasive DNA, our 
healthcare system and workers are once 
again holding up. 

When I consider what it must be like to be a 
healthcare worker during this time, I can only 
imagine it is much like a soldier fighting a 
war day in and day out, without a furlough. 
As the great Alfred, Lord Tennyson wrote in 
his famous poem, The Charge of the Light 
Brigade, “Theirs not to reason why, Theirs 
but to do and die." Hopefully, relief for these 
special people is in sight and their end as 
well as ours will be better than that of Tenny-
son‘s brigade. We owe them a great deal and 
they deserve our praise and admiration. 

As we anticipate the pandemic moving to a 
more manageable, endemic stage, we face 
other challenges at home and abroad. The 
dual threats of systemic inflation and Russia 
invading Ukraine, have our national leaders 
working overtime on different but no less 
complicated issues. As markets attempt to 

digest bits of information on these issues and 
others, we are seeing elevated volatility that 
may be more of a norm rather than an excep-
tion in 2022.  

Despite the trifecta of health, financial, and 
national security concerns, our economy re-
mains resilient. Unemployment is almost 
back to pre-Covid levels (which were all-time 
lows). Household net worth is at an all-time 
high and the nation’s real Gross Domestic 
Product (GDP) grew by 5.7% last year, the 
highest since 1983.  

As we go into this new year, we expect to see 
some of the tailwinds from last year be less 
prolific, absent, or even become headwinds. 
But with low unemployment, rising wages, 
and pent-up demand, we expect the econo-
my will continue to grow and opportunities 
will be present. While we navigate the inevi-
table challenges along the way, I’m con-
vinced our nation, our community, and our 
team will continue to innovate and elevate. 
We are thankful for your trust and confidence 
and look forward to walking with you 
through it all!  

Wayne H. Cravens  

President 

Cravens & Company Wealth Management 

Email: wcravens@cravensco.com 
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Drew Martin 

     

Inflation: Here to Stay? 

Introduction 
 
We are all well aware that inflation is here, 
but what we are just recently starting to real-
ize is that it might be here to stay, at least for 
longer than we anticipated. The Bureau of 
Labor Statistics (BLS) recently came out with 
the Consumer Price Index (CPI) report for the 
previous year, and, not shockingly, it showed 
that prices rose across the board. In 2021, 
prices, overall, rose by 7%, marking the high-
est increase in CPI since June of 1982.  
 
One primary driver of the recent inflation has 
been energy. Although it has started to slow 
down, it still rose by nearly 30% last year, 
while gasoline specifically rose almost 50%. 
Other items that have had a significant con-
tribution have been used vehicles growing at 
40%, food at 6.3%, and shelter at 4.1%.  
 

 
Causes of Inflation  
 
Back in the spring of 2021, the Federal Re-
serve laid out a few different reasons to ex-
plain why inflation is happening, including 
base effects, supply-chain issues, and labor 
shortages. Base effects are the fact that pric-
es had a considerable drop during the pan-
demic due to lockdowns, so naturally, when 
those restrictions are lifted, prices will go 
back to normal. So, of course, when you look 
at a year-to-year comparison, it will show an 
increase in CPI from prices correcting them-
selves. However, prices have increased a lot 
higher than just “back to normal,” so obvi-
ously, there are other factors.  
 
Supply-chain issues have been a problem for 
a while now and do not appear to be going 
away anytime soon. Take used cars and 

Source: Federal Reserve Empire Manufacturing Survey 

Consumer Price Index (CPI) 
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trucks, for example. While prices declined as 
the economy went into recession, used cars 
did the opposite; they have never been more 
expensive. Supply is limited due to the ongo-
ing chip shortage, which has caused the pro-
duction of new cars to be disrupted. People 
have been hanging on to their leases longer, 
and rental car companies have fewer to un-
load after limiting inventory due to the pan-
demic. Plus, the demand has increased now 
that lockdowns have been lifted and people 
are driving more. The Fed is confident that 
inflation will stop growing so rapidly once 
the supply-chain issues work themselves out. 
The problem is that this issue could continue 
for more than a year.  
 
The labor shortage is also a big issue since 
tens of millions of people lost or left their 
jobs during the pandemic. This caused a sig-
nificant supply shortage, and businesses 
have struggled to hire enough workers to 
satisfy the growing demand.  
 
Another factor that has played a role in rising 
inflation is the trillions of dollars the Federal 

Government has put into covid relief. Be-
tween the last two administrations, they 
have signed bills that total an astounding 
$4.9 trillion of covid relief. They have given 
out multiple stimulus checks to help Ameri-
can citizens, but with a lack of supply, it has 
caused prices to shoot up.  
 
Possible Solutions 
 
The Federal Reserve has announced a couple 
of different strategies to attempt to slow this 
inflation. They plan to buy fewer bonds over 
time, which should take some rocket fuel out 
of the economy. The Fed chairman, Jerome 
Powell, also announced on January 26th that 
the Fed would begin to raise interest rates 
sometime in the near future. Many people 
expect this to be starting in March of this 
year. When interest rates are raised, it dis-
courages people from borrowing money, 
leading to less spending. Reducing spending 
is key during inflation because it helps halt 
economic growth and, in turn, the rate of in-
flation. The only questions are how rapidly 
they will raise it and if it will even work. 
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Woody Welch 

     

Market Review 

4th Quarter 2021 Recap 
 
It’s been another remarkable year for the 
S&P 500 Index, with the index of large-cap 
U.S. stocks returning a stunning 28.7%. It 
meaningfully outperformed U.S. small-cap 
stocks (the Russell 2000 Index was up 14.8%), 
developed international stocks (MSCI EAFE 
Index, up 11.3%), and emerging-market (EM) 
stocks (MSCI EM Index, down 2.5%) for the 
year. 
 
A strong dollar, the renewed surge in COVID-
19 infections late in the year (particularly in 
Europe and emerging markets), and China’s 
policy-induced economic slowdown and 
stock market decline drove the disparity of 
returns. The MSCI China Index sank 21.7% for 
the year. 
 
Turning to the bond markets, the core bond 
index (Bloomberg US Aggregate Bond Index) 
lost 1.5% for the year as interest rates rose 
moderately. The benchmark 10-year Treas-
ury bond yield ended the year at 1.51%, com-
pared to a 0.92% yield at the end of 2020. The 
U.S. high-yield bond index returned 5.4% 
(ICE BofA ML High Yield Cash Pay Index). Giv-
en the very sharp rise in inflation, most pun-
dits would not likely have predicted such a 
mild increase in bond yields.  

 
Outlook  
 
Our base-case macro and market scenario 
are cautiously optimistic: that the pandemic 
recedes (but doesn’t disappear), the global 
economy slows but still grows above trend, 
corporate earnings growth slows but is still 
solid, the U.S. rate of inflation remains ele-
vated but is falling, and U.S. interest rates 
rise moderately. 
 
That would be a positive scenario for the 
economy and global stock and credit mar-
kets, although not for the core bond market. 
But even in the best case, it likely won’t be a 
smooth journey: The pandemic remains un-
contained, domestic and global political and 
social tensions are elevated, the risks of an 
economic policy mistake have risen, and any 
number of other bumps in the road (or 
worse) may occur. And were we to see a 
sharply inflationary environment that is well 
above our. The current consensus expecta-
tions would undoubtedly be damaging for 
both stocks and bonds as interest rates rise 
and stock market valuations fall. 
 
All of these considerations (and more) factor 
into our analysis and current portfolio posi-
tioning. We would benefit nicely from our 
highest-conviction shifts in our base case, 

1The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in 
general. It is a market value weighted index with each stock's weight in the index proportionate to its market value.  
2The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to meas-
ure the equity market performance of developed markets, excluding the US & Canada. 
3The MSCI Emerging Markets Index is a float-adjusted market capitalization index that consists of indices in 21 emerging econo-
mies: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, 
Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey. 
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but our portfolios are also strategically bal-
anced and well-diversified across a range of 
global asset classes, alternative strategies, 
and risk-factor exposures. This should enable 
them to be resilient should a risk scenario or 
shock outside our base case occur. 
 
Overall, our portfolios are positioned with (1) 
an overweight to global stocks, (2) a large 
overweight to flexible, Multi-Sector Income 
funds, (3) positions in lower-risk and diversi-
fying alternative strategies, and (4) a large 
underweight to core bonds. 
 
Within our global stock allocation, we see po-
tential for value and cyclical stocks to re-
bound (again) as COVID-19 recedes and inter-
est rates rise. And value stocks in aggregate 
still look very cheap versus growth. But we 
also want to maintain exposure to high-

quality, innovative growth companies with 
strong competitive advantages that are 
priced at not-unreasonable valuations. 
(There are still some out there.)  
 
Our bond positioning reflects the poor return 
outlook for the core bond index: The index 
starts from a low sub-2% yield, and interest 
rates are likely to rise over the coming quar-
ters, at least until a recession hits. Our active 
Multi-Sector Income managers have a strong 
likelihood, in our view, of outperforming the 
index without taking imprudent risks. But we 
still maintain a meaningful Investment Grade 
Income allocation in our more conservative 
balanced portfolios as ballast in the event of 
a recessionary scenario, which would hurt 
flexible, credit-oriented bond funds as well as 
stocks.  
 

The Largest US Stocks Carried the Market in 2021 

As of 12/31/2021 Source: Bloomberg, Goldman 
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Covid-19 Wave Five 
 
COVID-19 remains a crucial variable for the 
near-term (12-month) global economic and 
market outlook. We still believe the most 
likely medium-term (multiyear) base case is 
for continued progress against the virus and 
a lessening of its economic impact over time. 
 
Based on prior waves, we do not expect the 
Omicron variant to derail the economic re-
covery in 2022, although it looks likely to 

have a negative impact early in the year. 
If the pandemic recedes in 2022 as seems 
likely, the current supply chain disruptions, 
U.S. labor market anomalies, and consumer 
demand distortions should recede. This 
should both support overall economic 
growth and mitigate some of the inflation-
ary pressures the U.S. and global econo-
mies experienced in 2021. 
 

Source: Our World in Data, John Hopkins University CSSE COVID-19 Data.  Cases shown as rolling 7-day average.  Data as of 9/27/2021. 
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Absolute and Relative Valuations  
Favor Foreign Stock 
 
We expect international and EM stock mar-
kets to outperform the S&P 500, due to their 
(1) higher cyclical sensitivity to global eco-
nomic growth, (2) their larger potential for 
earnings acceleration and positive earnings 
surprises after lagging U.S. stocks the past 
several years, and (3) their much lower start-

ing equity market valuations. As such, we see 
the likelihood for strong returns to foreign 
markets from both improving fundamentals 
(cyclical earnings rebound) and, as investor 
sentiment improves, higher valuations (price
-to-earnings multiples) over the coming year
(s). 
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Fiscal Policy Likely to Be a Drag on 
U.S. GDP Growth in 2022 
 
Fiscal policy is set to turn from a tailwind to a 
headwind for U.S. GDP growth in 2022. Rela-
tive to the substantial fiscal boost from 2020-
2021, 2022 will see less stimulus. The 
Hutchins Center on Fiscal and Monetary Poli-
cy in Washington estimates the fiscal drag 

will be around 2.5% of GDP. Further, with the 
passage of the Build Back Better legislation 
now in doubt (as of late December), econo-
mists have started to factor in an even more 
significant fiscal drag, reducing their fore-
casts for 2022 GDP growth. 
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Beyond Big tech: The Digital  
Revolution Spreads Overseas 
 
U.S. stock markets have outpaced the rest of 
the world for much of the past decade, partly 
because many of the leaders of the digital 
revolution have been U.S. tech giants. But 
the expansion of the digital revolution is 
moving beyond U.S. shores. 
 
Across nearly all industries, companies adopt 
new technology to improve business and 

transform the way we live. Global spending 
on digital transformation is expected to rise 
from $1.3 trillion in 2020 to $2.4 trillion by 
2024, according to Statista. Even old econo-
my companies invest heavily in technology 
to reinvent and revitalize their businesses 
through automation, cyber sales, and ma-
chine learning. 

Closing Thoughts 
 
The last two years have been extraordinary in 
many respects. Amidst the COVID-19 pan-
demic and all the chaos it has wrought, there 
have been many reminders that markets 
commonly defy consensus predictions and 
confound investors in the short term. In the 
face of a profound drop in economic activity 
early in the pandemic, markets rebounded 
and have racked up remarkable gains since. 
 
More recently, as supply chain and labor 
market disruptions have been among the 
contributors to a spike in inflation, increases 
in bond yields have been surprisingly mild. 
Of course, surprises that defy prediction hap-
pen in both directions, and this is why we 
maintain broad diversification and focus 

squarely on the long term, which can be ana-
lyzed with much higher confidence—even 
while we work hard day in and day out to un-
derstand how the never-ending stream of 
new developments will impact the portfolios 
we manage. 
 
If you have thoughts or questions about any 
of the information we’ve shared or any other 
subject, please don’t hesitate to call us. We 
are grateful you allow us to serve you and 
your family, and we will continue to make 
every effort to justify the trust you’ve be-
stowed on us. 

Sincerely,   

Your CCA Investment Team  
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Growth and Construction  
 
There is only one thing growing more rapidly 
than inflation right now: Putnam County. There 
has been a lot accomplished in the past year in 
Putnam, and it doesn’t look like this momen-
tum is stopping anytime soon. Starting with 
population growth, the 2021 population esti-
mates have us in the top 10 counties in the 
state with a 15.06% growth rate since 2010.  
 
People are moving to Putnam County from all 
over the country, which has our housing mar-
ket hotter than it has been in a long time. This 
year, we set a construction record with almost 
$70 million in construction, most of which was 
for single-family residential homes. Over the 
past seven years, we have continuously aver-
aged over 200 new home permits each year. 
2021 was no different, averaging 233 new sin-
gle-family residential permits last year.  
 
As far as non-residential construction, Tennes-
see tech plans for some new facilities. This 
year, they broke ground on a brand-new engi-
neering building, which should be done by 
2023. They also have plans to build a new resi-
dence hall, as well as the new construction for 
the football team we touched on last quarter.  
 
 

Restaurants and Retail 
 
2021 was a massive year for new restaurants in 
Putnam County. Without a doubt, the most an-
ticipated was the new Texas Roadhouse that 
opened on Interstate Drive, breaking all kinds 
of records for a new restaurant in Cookeville. 
Another big one was the opening of El Jimador, 
a Mexican restaurant that took the spot that 
was previously San Antonio Taco Company. 
This year, other restaurants opened include Az-
teca grill, Taco Bell in Baxter, Dunkin Donuts in 
Monterey, and the new Starbucks on South Wil-
low Avenue. There have also been multiple an-
nouncements for new restaurants coming to 
the county very soon, some that have even be-
gun construction. These include Chuy’s Tex-
Mex and Cane’s Chicken on Interstate Drive 
and Moe’s Southwest Grill located on South 
Jefferson Avenue. Another massive story in the 
food industry in this area was the re-opening of 
Crawdaddy’s on West Broad Street. Crawdad-
dy’s suffered a devastating fire in 2020 and fi-
nally just opened back up.  
 
As far as retail, 2021 brought dozens of new 
small businesses to the area. Amedisys Home 
Health, Harper’s Rare Books, Eden on Broad, 
Action Heating and Cooling, Landers Home So-

    

Events 

Record Setting Year for Putnam County 
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lutions, Fastest Labs, Christian Supply of  
Cookeville, Lise’ Jeanne Boutique, and plenty 
more all opened up in 2021. There is also a 
new Food City grocery store that started con-
struction this year on E 10th Street. It is ex-
pected to open sometime in 2022.  
 

According to County Mayor Randy Porter, our 
goal as a county “continues to be a business-
friendly community home to enough retail, so 
our citizens don’t have to drive somewhere 
else to enjoy the amenities they want.” It defi-
nitely seems like we have reached that goal 
and continue to make even more improve-
ments. Along with the new retail and growth, 
we saw a new record in sales tax revenue in 
2021, with $52,3 million collected for Putnam 
County.  
 
Parks and Projects 
 
We made a lot of progress this year regarding 
parks in the county. This year, we dedicated 
“Hope Park” in memory of all the victims and 
survivors of the tornado that hit in 2020. The 
park is located in the middle of the tornado 
zone. Baxter just opened up their new park on 
First Avenue, which cost $750,000 and was 
made possible by a grant from Blue Cross. In 

Algood, they had the groundbreaking for their 
new city park, located on West Main Street. 
The Sports Complex on North Washington is 
nearing completion; the plan is for soccer, and 
lacrosse teams should be able to play on the 
new fields by summer. The expansion was 
made possible by a TDEC grant of $667,000. 
Out in Baxter, the county’s largest industrial 
project to date, Portobello, started construc-
tion this year after being delayed by covid. The 
$150 million project is expected to be com-
pleted in 2023. There are multiple other pro-
jects that have their eye on Putnam County 
right now, and more are expected to be an-
nounced in 2022.  
 
Future  
 
2021 was a memorable, incredible year for 
Putnam County. County Mayor Randy Porter 
credits it to “the ‘team mentality’ of all of our 
city and county elected officials/department 
heads.” He is definitely not wrong about that; 
we all owe our public servants a huge thank 
you for everything they have done to move 
this county forward and have it in the position 
it is in today. Let us all continue to do our part 
to build on the success of this year, so we can 
make sure that the next several years to come 
are even better.  
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You have goals you want to achieve… places 
you hope to go… things you want to do… 
people you desire to spend time with. 

These dreams have motivated you over the 
years to work hard and to sacrifice. 

Fully realizing your dreams also takes plan-
ning and execution to get them “over the 
top”. 

Whether you aspire to… 

...travel the world with your spouse… 

…spend more time on hobbies like fly-
ing, cooking, or wine collecting… 

...live on a ranch in the country or a 
cabin in the mountains… 

...create a legacy for your children and 
grandchildren… 

...support the charities and causes 
that you hold dear...  

We can help you create and execute a com-
prehensive plan for financial success. One 
that will give you the confidence to spend 
your free time on the other things that are 
important to you.   

At Cravens & Company Advisors, our mission 
is to help successful individuals and their 
families realize and enjoy their life goals.  We 
are an SEC-Registered Investment Advisor 
that combines holistic planning, personal-
ized investment management, tax and estate 
strategies, and business planning with a pro-
active, solutions-oriented mindset.  The re-
sult is a fiduciary with a plan and a culture 
centered on your success; however you de-
fine it.  

     

Your Financial Advocate 
Since 1996, we have been serving the special-
ized needs of family businesses and their own-
ers, professionals, and successful retirees.  
While prudent investment advice is a founda-
tional component of our service, we believe de-
veloping an intimate understanding of your 
overall financial situation and goals is essential 
to formulating your strategy.  Our holistic ap-
proach enables the development of solutions 
with the highest possibility for success. Be-
cause goals cannot be measured by return, we 
benchmark our progress as a firm in the same 
way you do as our client; by successful out-
comes. 

As we discuss your situation, goals, and con-
cerns; we hope you will recognize the benefits 
that come with our independence and objectiv-
ity.  As your fiduciary, we are held to the highest 
standard of transparency, objectivity, and dis-
closure. Simply put, we have not only an ethical 
but also a legal requirement to always act in 
your best interest. 

Our goal is to provide each client with the lead-
ership, relationship, and creativity needed to 
allow them to achieve their life’s goals and, 
even more importantly, the confidence to enjoy 
the journey.  After all, what is the point of all 
the work and worry if you do not get the satis-
faction of realizing the results? 

At Cravens & Company, we have a team that is 
by design, ready to work for you.  If you have 
complex financial issues and/or desire a rela-
tionship of this type, please contact us to ar-
range an introductory meeting.  We can be 
reached at 931-528-6865 or by email at                                   
info@cravensco.com. 
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