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Say goodbye to the good old days… because they’re 
behind us now. In a matter of only a few calendar 
quarters, the world has changed – and not for the better.

The upward trend of the global economy – driven by 
an engine of low and stable prices that created rising 
standards of living and a more peaceful world – is being 
sliced and diced into east-west, north-south, regional-
centric, and xenophobic spheres. This will impact 
consumers, capital flows, and markets worldwide.

The Fed and global central banks aren’t able to 
tamp down rates to spur growth and facilitate 
capital markets leveraging. They won’t be able to 
for years.

That’s because inflation is back to 1980s levels, and it’s 
not coming down because of the rewiring of geopolitics. 
Bottom line: The money map is changing.

But for us here at Money Map Report, that’s not a 
warning – it’s an opportunity. I’m fond of saying that 
there are ways to make money no matter which way the 
market is going, and it’s as true now as it’s ever been.

And because we know what’s changing, we can get 
into the best plays and investments to profit from the 
new “Abby Normal.”

So let’s dive in. Here’s what’s happening, why it’s 
happening, how it’s going to impact markets – 
technology, commodities, inflation, you name it – 
and how we’ll play it all.

How the Rewiring of Geopolitics Will 
Short-Circuit Markets for Years
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How We Got Here
The good old days – in the modern era – started with 
the “Great Moderation,” labelled such by economists 
in the late 2000s looking backwards to explain the 
period from 1980 through 2007 in the United States.

That period was characterized by downtrending 
inflation, unprecedented price stability, a reduction 
in the volatility of business cycle fluctuations, rising 
equity markets and asset prices, and a generally 
peaceful world interrupted by more regional conflicts 
and excursions than global powers butting heads.

The Great Moderation lasted 40 years thanks to 
a pile of factors: globalization principally shaped 
by changing demographics, just-in-time inventory 
planning, offshoring, low-cost manufacturing abroad, 
technological advances, deregulation, diminishing tariff 
regimes, common international governance structures, 
amped-up corporate profit motives, and of course, 
artificially manipulated lower interest rates for longer.

Not uncoincidentally, 1980 marked the beginning of 
a spectacular four-decade-long bond bull market that 
saw the fed funds rate fall from 20% in March 1980 
to 0% in 2008 and 0% again in 2020.

The American economy and U.S. equity markets – 
constructed over ever-lower risk-free rates which 
artificially suppressed volatility – resulted in probability 
distributions being unrepresentative of free market 
dynamics. That’s how we got the booms and busts 
in the economy and equity markets over the past 
40 years.

However… because the Fed has been quick to 
tamp down rates – from already lower general 
levels – every time the economy faltered or capital 
markets wavered, recessions were shorter and 
recoveries more robust.

July 1981 to November 1982’s 16-month recession – 
which saw GDP decline 2.9% and unemployment 
peak at 10.8% – was the “double-dip” recession 
following the January to July 1980 recession that 
saw fed funds peak at 20%.

Fed funds got to 19% in the second half of the 
double-dip, but high rates got inflation down from 
11% to 5% in October 1982.

The Gulf War Recession from July 1990 to March 
1991 lasted eight months and saw GDP decline by 
only 1.5%, with unemployment peaking at 6.8%. 
One reason the recession was short-lived was because 
fed funds had been declining since the early 1980s 
to a low of 5.84% by October 1986. But an upturn 
in inflation from 1986 to 1990, with CPI rising from 
2.2% to 3.9%, drove fed funds up from 6.5% in 
February 1988 to 9.75% in May 1989.

As bad as the dot-bomb recession seemed, it only lasted 
eight months – from March 2001 to November 2001. 
GDP declined 0.3% and unemployment peaked at 
5.5%. One reason speculative fever broke on Wall 
Street was because fed funds rose from 4.75% in 
early 1999 to 6.5% by July 2000. The September 11 
attacks and economic panic shortened the recession 
as the Fed lowered the fed funds rate quickly to a 
low of 1% by mid-2003.

The 18-month-long Great Recession – from December 
2007 to June 2009 – was another story. Artificially 
manipulated lower rates for a lot longer Fed leverage 
and speculation in subprime instruments as yield-
hungry investors – including banks, investment 
banks, global players, and NINJA (no income, no 
job, no problem) borrowers buying homes and 
flipping them – got into the game. The fallout from 
tanking house prices saw the stock market fall 57%, 
unemployment rise to 9.5%, and GDP decline 4.3%.

To aid and abet recovery from the Great Recession, 
the Fed – of course – tamped down rates even lower 
for longer.

From a high of 5.3% in April 2007, fed funds tanked 
to 0.22% in February 2009. They stayed well below 
1% up to July 2017 when they finally got above 1%. 
That 10-year run of artificially low rates spawned the 
greatest bull market in history.

As the Fed began to “normalize” rates – meaning 
move them off the zero-bound level – and raised 
fed funds to 2.4% at the end of 2018, the S&P 500 
frighteningly dropped 20%. So the Fed – in what 
I described at the time as their third mandate – 
turned tail and began lowering rates to stabilize 
the stock market.

And off the economy and stock market went again – 
higher and higher… until COVID.
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The COVID recession lasted all of two months – 
from the end of February 2020 to April 2020. 

Unemployment climbed from 3.5% to 14.7% because 
understandably, everything was closed or about to 
close. GDP fell 19.2% in a heartbeat. But with fed 
funds back at zero in a nanosecond, $5 trillion in 
pandemic relief spending, and the Federal Reserve 
expanding its balance sheet by another $5 trillion, 
unemployment rebounded and was back below 4% 
by the end of 2021.

The economy began growing again and the stock 
market skyrocketed.

But that’s all behind us now.

The bond bull market is dead. Bonds are in a bear 
market. And as I said above, the inflation we have 
now will be much harder to control with interest rate 
hikes, which means that bear market is going to be 
with us for a long time.

To understand why, you need look no further than 
the United States’ chief competitor in the global 
economy: China.

Enter the Dragon
China’s incredible economic growth, which averaged 
9.44% per annum from 1978 to 2018, was driven 
by low financing costs, state subsidies, growing 
manufacturing capabilities, and cheap exports to 
America and the world. This lowered prices globally 
and flushed up Chinese companies and the country 
with foreign exchange, a lot of which was reinvested 
in U.S. Treasuries.

The phenomenal growth of a third-world country 
into the second-biggest economy in the world 
emboldened Chinese leaders to double down on 
domestic growth and expand their international 
presence and impact.

“Made in China 2025,” announced in 2014, was 
a national growth directive designed to position 

“China first” as a top-tier global competitor in 10 
industries – then dominate those industries by 2030.

Incorporating state-run financing and subsidies, 
China targeted robotics, new energy vehicles, 

biotechnology, aerospace, advanced rail equipment, 
new materials (screens and solar cells) software, and 
information technology.

It's almost 2023 and China’s well on its way to 
achieving the first round of its 2025 goals. Only 
now, that’s a big problem for the U.S.

President Biden and his administration have been 
pushing back at China hard as a response to their 
recent actions – outfitting man-made islands in the 
South China Sea to accommodate military vessels 
and air support, clamping down on democracy 
in Hong Kong, making provocative excursions 
into Taiwanese airspace, and refusing to join 
international sanctions on Russia.

In what the Chinese perceive as a frontal assault, the 
U.S. is aggressively cutting tech access to China.

The U.S. Commerce Department just initiated 
sweeping rules and restrictions on 31 Chinese 
companies starting October 21 – impeding their 
ability to obtain core U.S. technologies.

U.S. Commerce Secretary Gina Raimondo said 
openly that Washington should work with Europe 
to slow China’s innovation.

Thea Kendler, assistant secretary of commerce for 
export administration at the Bureau of Industry 
and Security, recently announced export controls 
of dual-use technologies to China as a “constantly 
evolving tool to match national security interests 
and foreign policy landscape.”

The U.S.’s objective to slow growth in China in a 
“quite general way” is a seismic change in policy.

From China’s perspective, it was one thing – under 
Donald Trump – to target Huawei Technologies 
Co., but it’s altogether another future with the U.S. 
openly trying to slow the country’s growth as a 
political end.

The administration’s problems are with “dual-use” 
goods, technologies with both civilian and military 
applications, which the Chinese have had open 
access to since they joined WTO in 2001.

That’s over now and China’s going to push back – 
probably a lot harder than the U.S. is pushing.
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Decoupling will continue because of China’s 
aggressive stance, moving away from economic 
growth and integration to authoritarian rule, as 
evidenced in the country’s latest party Congress – 
where centralization, regionalism, and militarism 
took center stage.

In the Great Hall of the People, at the 20th party 
Congress’s opening ceremony speech, President 
(maybe for life) Xi Jinping talked about self-reliance, 

“winning the talent war,” and winning regional wars – 
specifically stating that the PLA (People’s Liberation 
Army) must move quicker with troop training and 
new strategies to reach their target of becoming a 
world-class military.

As China pulls back from the U.S., it will draw 
closer to Russia for access to its oil – because it 
wants Russia’s support if it invades Taiwan. And 
China will draw North Korea closer because Kim’s 
regime is helping arm Russia and stands as a 
nuclear threat to the West – a card China doesn’t 
want to play but would happily have North Korea or 
Russia play in terms of saber rattling.

China and Saudi Arabia are closing ranks, partly 
because the Biden administration is pushing back on 
the Saudis for not pushing OPEC to produce more 
and help lower gas prices in the U.S.

And China wants to replace the U.S. as the 
Kingdom’s arms supplier, which would undermine 
the “petrodollar” relationship the U.S. and Saudi 
Arabia have entertained since the end of World 
War II.

The Chinese yuan is being used increasingly in 
global settlements in Africa, Russia, the Middle 
East, across the Pacific Rim, and Australia. The 
long-term goal of the Chinese is to equal – then, 
supersede – the U.S. dollar as the world’s reserve 
currency. The widening rift between the U.S. and 
China will accelerate that trend.

And as countries around the globe onshore, repatriate, 
and reorient supply chains more locally, the world is 
going from “just-in-time” inventorying and production – 
which was the greatest benefit of globalization – to 

“ just-in-case” practices because resiliency in supply 
chains is now a matter of national security.

We’re already seeing a f ight over access to 
technology. Next, we’ll see f ighting over access 
to commodities. With the goals and benefits of 
globalization behind us, we’ll f ind inf lation is 
far more embedded already than central banks, 
economists, or market analysts believe.

But seeing is believing – and believing that inflation 
can and has to be tamed means higher rates for 
longer. That’s a sea change – that’s the 40-year 
harvest turning to drought.

But as always – when there’s volatility… when things 
are turned upside down... there’s equal opportunity on 
the other side to make a fortune on the future we face.

Here’s where I want to start.

Recommendation #1: 
MP Materials Corp. (MP)
First up, MP Materials Corp. (MP) – the Las Vegas, 
Nevada-based rare earth mining and processor.

The company holds the mineral rights to the 
Mountain Pass rare earth mine and processing 
facility, which is America’s only active and scaled 
rare earth mining and processing site.

The company is the largest producer of rare earth 
materials in the western hemisphere, delivering 
approximately 15% of global rare earth supply.

The separated rare earth elements produced by 
MP Materials are critical inputs for the magnets 
that enable the mobility of electric vehicles, drones, 
defense systems, wind turbines, robotics, and many 
other advanced, high-growth technologies.

As electrification and advanced clean technologies 
expand, MP Materials will be crucial in closing a 
critical gap in U.S. economic and national security – 
especially if China reduces or cuts off access to its 
rare earth supply.

That means MP has a huge tailwind through the 
remainder of this decade – and the existing demand 
is already showing up in the company’s financials.

On Thursday, November 3, 2022, the company 
reported Q3/2022 results that included revenue of 
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$124.46 million, which was up 25% from the same 
period a year ago. And net income came in at $63.18 
million, up 48% year over year.

We’re going to target MP using what I refer to as 
a hyper alpha strategy. We’ll be buying the stock 
outright and at the same time, purchasing a call 
option to juice our near-term profits. A small gain in 
the stock itself will pay for the option we’re going to 
buy, which means we’ll basically own the call option 
for free (assuming shares trade higher).

Action to Take:

• Buy-to-open MP Materials Corp. (MP) at market 
and use a 25% trailing stop. Hold your MP shares 
in the Rocket Riders portion of your portfolio.

• Buy-to-open MP January 20, 2023 $35 Call 
(MP230120C00035000) for $1.90 or less. Plan on 
exiting the MP230120C00035000 position for a 
125% profit or if shares of MP trade through their 
published protective stop.

     Rocket Riders

Recommendation #2: 
Teucrium Wheat Fund (WEAT) 
Call Spreads
Next up, I want to shift gears to agriculture – 
specifically, wheat.

Recently, the U.S. Department of Agriculture lowered 
its 2022/2023 outlook for U.S. wheat exports by 50 
million bushels to 775 million bushels.

To put those numbers in context, that would represent 
the lowest amount of domestic wheat exports since 
the 1971/1972 marketing year, according to data 
from the U.S. Department of Agriculture.

The USDA also cut expectations for U.S. wheat stocks 
by 34 million to 576 million bushels, which would be 
the lowest since the 2007/2008 marketing year.

As the war in Ukraine drags on, the wheat trade 
remains focused on headlines – and for good reason. 
Prior to the war, Russia and Ukraine combined 
accounted for approximately 30% of global wheat 

exports. The war has significantly disrupted the 
market with both Russian and Ukrainian exports 
down sharply year over year.

In addition to the war in Ukraine, wheat market 
participants are keeping a close eye on China. The 
official numbers suggest that China’s wheat supply 
is more than adequate, but the country has been 
accelerating its wheat imports. This suggests that 
government officials believe the country needs more 
wheat – or maybe Chinese officials are intentionally 
stockpiling wheat amid rising geopolitical tensions.

My guess is the latter. The country is stockpiling 
ahead of geopolitical tension with the West, 
specifically the United States, which is the world’s 
second-largest wheat exporter.

Regardless of why China is accelerating its imports, 
it’s very clear that they won’t be exporting any wheat 
from global markets. With China’s supplies removed 
from the global balance sheet, the global wheat 
supply/demand balance is likely to get much tighter 
than the headline number suggests.

That all translates into higher wheat prices ahead.

We could try and target individual stocks here, but I 
don’t think that’s best way to trade the wheat supply/
demand imbalance.

Instead, we're going to target wheat itself by way 
of the Teucrium Wheat Fund (WEAT), which 
provides investors an easy way to gain exposure to 
the price of wheat futures in a brokerage account.

Action to Take:

• Simultaneously buy-to-open WEAT January 
20, 2023 $9 Call (WEAT230120C00009000) and 
sell-to-open WEAT January 20, 2023 $10 Call 
(WEAT230120C00010000) to create a WEAT 
January 20, 2023 $9/$10 Call Spread. Pay up to 
$0.35 for the combined spread.

• Also, simultaneously buy-to-open WEAT January 
20, 2023 $11 Call (WEAT230120C00011000) 
and sell-to-open WEAT January 20, 2023 $12 
Call (WEAT230120C00012000) to create a 
WEAT January 20, 2023 $11/$12 Call Spread. 
Pay up to $0.10 for the combined spread.

  Growth & Income
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Markets & Commodities 10/10/22 to 11/8/22

S&P 500 5.97% Oil (WTI Crude) -2.44%

Dow 13.55% Gold 2.37%

n  Intel Corp. (INTC)
A wave of insider optimism for Intel has persisted 
over the course of the year, with execs holding on 
to an estimated $59 million worth of shares despite 
repeated tumbles in the stock price since January.

It’s not hard to see why they’d be in for the long 
haul and why it holds a new spot as a Base Builder 
for us. The company has ambitious plans in the 
wake of global change, seeking to become a contract 
chipmaker to rival the likes of TSMC and Samsung. 

Their planned spending of $70 billion to scale into 
the fabrication industry includes a massive upgrade to 
their chip-packaging facilities in New Mexico, as well 
as $20 billion worth of new plants in Arizona. 

They will also be one of the major beneficiaries 
of the recently passed CHIPS Act, which will see 
the injection of over $50 billion to the American 
semiconductor industry.

Combined with a handful of efficiency improvements 
and $10 billion in cost reductions through 2025, Intel 
is doing the work now to set themselves up for years 
of potential market dominance.

Return since Recommendation: 7.70% | Yield: 5.13%

n  Woodside Energy Group Ltd. (WDS)
Stability and profitability remain at the center of 
this Australian oil and gas company’s broad appeal 
to investors, which boasted an astonishing 122.99% 
year-over-year net profit margin and a 417.4% 
year-over-year quarterly earnings growth at their 
June 2022 earnings report.

With global supply chains being rocked by the 
aftershocks of the Russian invasion of Ukraine, 
Woodside has weathered the storm better than 
many of its peers. Production in Q3 rose to 51.2 
million barrels of oil equivalent (MMboe), an 
increase of 52% from the previous quarter and over 
double that of the prior year. A strategic marketing 
deal with Uniper Global Commodities will make 
them a major player in Europe’s natural gas market 
next year, positioning them as a top provider for 
countries seeking alternatives to Russian supply.

Combine that with their ongoing commitment to a 
high payout ratio to investors in the form of dividends 
(66% as of this writing), and its value as a long-term 
hold becomes apparent.

Return since Recommendation: 22.05% | Yield: 8.51%

n  Pioneer Natural Resources Co. (PXD)
There’s a new oil boom happening in Texas right now, 
and Pioneer – a hydrocarbon exploration company 
based out of Irving, Texas – has been reinvesting its 
profits into its ongoing drilling operation in the Cline 
Shale, which is part of the Permian Basin. It’s paid 
off handsomely, especially given that prices on crude 
oil have spent most of 2022 soaring above multiyear 
highs. This is reflected in multiple categories of 
year-over-year gains in their Q3 earnings: 89.86% 
increase in net income, 55.56% increase in net profit 
margin, and 22.09% revenue growth.

But it’s the dividend yields that keep investors around. 
The company has handed shareholders a 55X increase 
in its base dividend since 2017, combining a growing 
base payment with an additional variable yield based 
on its free cash flow. This has frequently resulted 
in consistent double-digit annualized yields, and 
while the variable rate rises and falls, a smart $750 
stock buyback program and the gradual retirement 
of outstanding shares should continue pushing the 
base dividend up for years to come. 

Return since Recommendation: 16.05% | Yield: 9.81%

Portfolio Review
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Q: "How do you feel about investing in small-caps 
toward the bottom of the market cycle? Any 
advantage there vs. buying big- or mega-cap 
stocks?" – M. James

A: Buying small caps “toward the bottom” of any 
market cycle – especially a rough and tumble bear 
market – is a very good idea.

Small caps that have decent prof itability and 
decent balance sheets, especially in sectors 
that benefit as the economy shows green shoots 
coming out of a recession – which is likely where 
we’re headed – are usually thinly traded and 
often either overlooked or oversold.

They usually lead the market higher in terms of 
percentage moves off their lows when economic 
and market cycles turn.

This time around, they may be much better than big-
cap tech stocks on the way back up because investors 
are looking at the former big-cap tech darlings less 
like growth stocks and more like cyclicals lately.

Big caps – whether they’re tech stocks or industrials, 
energy, materials, etc. – will move up at a slower pace 
initially but pick up steam as green shoots turn into 
demonstrable metrics indicating an economic upturn.

Q: "If you could name one thing getting insufficient 
coverage in mainstream media that has the 
biggest potential for a market impact going into 
next year, what would it be?" – L. Yazzi

A: In terms of the stock market – U.S. equity 
markets (i.e., the S&P 500 or Nasdaq, or the 
major benchmark ETFs like SPY, QQQ, IWM, or 
DIA) – it’s how the underlying stocks in the major 
indices and the indices themselves have become 
derivatives of the options market.

Big players (and now retail players who’ve caught 
on to the game) are buying calls and monetizing 
them quickly, then buying puts and monetizing them 
quickly. This is to take advantage of what the market-
maker dealers selling those calls and puts have to do 
on the other side, which is either buying or shorting 
underlying stocks and futures as a hedge against all 
the calls or puts they’re selling.

This moves markets on a very short term – often on 
an intraday and day-to-day basis – and creates “noise” 
that makes it hard to make sense of the volatility, true 
direction, and trend. That’s a mess and no one is 
really talking about it, though I’ve been addressing 
it for months on Total Wealth, Fox Business, and 
Money Morning LIVE.

Ask Shah: Small Caps and Market "Noise"
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