
 
 
 
 
 
 
 
 
 
 
 
 
 
Coming off a strong 2021, markets have started the year on a steady downward path, as investors digest the prospect of 
a hawkish Fed, higher interest rates, and stubbornly high inflation. To compound matters, the building tension over the 
Russian invasion of Ukraine has unsettled an already skittish market. As a result, the S&P 500 is already down -11.16% 
year-to-date as of 02/23/2022.1 We would also stress that geopolitical events such as the unfolding situation in Ukraine 
are significant, but if we use other recent events such as the Brexit referendum or the Greek debt crisis as a guide, we 
are reminded that they often have less of an impact on markets in the long term and can offer opportunities for those 
willing to stomach the short-term volatility. As such, we believe the invasion may shake investor confidence in the short 
term, but ultimately the greatest market and economic impact may be limited to energy and energy prices, as one of the 
largest oil producers in the world faces economic sanctions. While market volatility is unsettling, it is historically not 
unusual; On average, since 1980, markets have experienced four 5% pullbacks each year. Similarly, since 1980, the 
average year in the S&P 500 Index sees a 14% peak to trough correction.2 Thus, it is important to remember that 
corrections are a normal part of investing and there are still plenty of reasons why stocks can push higher from here: 
 
Valuations have come back to earth3: 
As stock prices have decreased, their valuations have become much more attractive. For example, the trailing price-to-
earnings ratio for the S&P 500 stands at 21.6 times earnings, below where it began the year at 24.7x, and well below its 
peak in 2021 of 32x. The ten-year average price to earnings ratio for the S&P 500 is 20x, meaning the index is currently 
slightly above its long-term average. 
 
Earnings growth continues to be strong: 
We believe earnings growth is ultimately what drives markets over the long term, and earnings results for U.S. 
companies continue to come in strong. For Q4 2021, the blended earnings growth for the S&P 500 is 30.9% (with 84% of 
constituents reported). If this is the actual growth rate for the quarter, it will be the fourth straight quarter of earnings 
growth above 30%.4 Additionally, companies within the S&P 500 overall have very little revenue exposure to Russia and 
Ukraine, with the combined exposure at about 1%.5 
 
Economic outlook is positive:  
Coming out of the depths of the pandemic, the economic outlook remains positive as we exit the early cycle recovery. 
GDP growth for Q4 came in at 7.0% annualized, the ISM Manufacturing and Services Indexes remain firmly in 
expansionary territory, and the unemployment rate has dropped to 4.0%. We believe a strong U.S. consumer will 
ultimately drive economic growth moving forward, as pent-up demand from the Pandemic ultimately fuels the recovery. 
 
Conclusion: 
While volatility can be unpleasant, we believe the outlook within the U.S. is largely unaffected by the unfolding situation 
in Ukraine. We still believe there are plenty of reasons to remain constructive on the stock market, as valuations have 
become much more reasonable, earnings growth looks to continue its strong run and has very little exposure to the two 
countries involved in the conflict, and the economic outlook still looks positive. In our eyes, the market impact will likely 
only be in the short-term, so we would urge investors to remain disciplined, and stay the course. That being said, with 
western countries set to place stringent sanctions on Russia, we believe the most significant impacts will be within the 
energy market. With energy prices already reaching levels we have not seen since the 2000s, and one of the largest oil 
producers in the world now in a war effort, energy and energy prices may begin to be affected by disruptions in supply. 
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Economic Definitions 

ISM Manufacturing Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. 
An overall sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. 

Unemployment Rate: The unemployment rate tracks the number of unemployed persons as a percentage of the labor force (the total 
number of employed plus unemployed). These figures generally come from a household labor force survey. 

ISM Services Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. An 
overall sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. 
Target Audience: supply management professionals Sample Size: 300 individuals Date of Survey: through the month The Services Index is a 
composite index of four indicators with equal weights: Business Activity, New Orders, Employment and Supplier Deliveries. An index 
reading above 50% indicates an expansion and below 50% indicates a decline in the non-manufacturing economy. Whereas per Supplier 
Deliveries Index, above 50% indicates slower deliveries and below 50% indicates faster deliveries.  

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the most 
frequently used indicator of economic activity. The GDP by expenditure approach measures total final expenditures (at purchasers' prices), 
including exports less imports. This concept is adjusted for inflation. 

 
Index Definitions 
 
S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range 
of investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market 
capitalization. 

 

Disclosures: 
 
Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are unmanaged 
and investors are not able to invest directly into any index. Past performance cannot guarantee future results.  
Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect again loss. In general, the 
bond market is volatile; bond prices rise when interest rates fall and vice versa. This effect is usually pronounced for longer-term securities. Any fixed-
income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. Vehicles that invest in lower-rated debt securities 
(commonly referred to as junk bonds or high-yield bonds) involve additional risks because of the lower credit quality of the securities in the portfolio. 
International investing involves special risks not present with U.S. investments due to factors such as increased volatility, currency fluctuation, and 
differences in auditing and other financial standards. These risks can be accentuated in emerging markets. 
The statements provided herein are based solely on the opinions of the Advisor Group Research Team and are being provided for general information 
purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other financial 
instruments. Any opinions provided herein should not be relied upon for investment decisions and may differ from those of other departments or 
divisions of Advisor Group or its affiliates. 
Certain information may be based on information received from sources the Advisor Group Research Team considers reliable; however, the accuracy 
and completeness of such information cannot be guaranteed. Certain statements contained herein may constitute “projections,” “forecasts” and 
other “forward-looking statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical set of 
assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-looking statements presented herein reflect 
the judgment of the Advisor Group Research Team only as of the date of this document and are subject to change without notice. Advisor Group has 
no obligation to provide updates or changes to these opinions, projections, forecasts and forward-looking statements. Advisor Group is not soliciting 
or recommending any action based on any information in this document. 
Securities and investment advisory services are offered through the firms: FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint 
Financial, Inc., Triad Advisors, LLC, and Woodbury Financial Services, Inc., broker-dealers, registered investment advisers, and members of FINRA and 
SIPC. Securities are offered through Securities America, Inc., a broker-dealer and member of FINRA and SIPC. Advisory services are offered through 
Arbor Point Advisors, LLC, Ladenburg Thalmann Asset Management, Inc., Securities America Advisors, Inc., and Triad Hybrid Solutions, LLC, registered 
investment advisers. Advisory programs offered by FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., and 
Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., and affiliated registered investment adviser. Advisor 
Group, Inc. is an affiliate of these firms.  4370684  

 
1 Morningstar Direct as of 02/23/2022 
2 https://www.chase.com/personal/investments/learning-and-insights/article/tmt-january-twenty-one-twenty-two 
3 Bloomberg as of 02/23/2022 
4https://www.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_021822A.pdf 
5 https://insight.factset.com/few-sp-500-companies-are-commenting-on-the-crisis-in-ukraine 
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