
Market Commentary 

 

 

 

 

 

October 2022 

Investment markets during the third quarter continued a 

volatile course, with frequent advances and sudden 

reversals. In the early part of the quarter, investors had 

hoped that the Fed’s interest rate hikes had done their job 

and the speed and size of the increases would subside. A 

summer rally ensued with both equity and fixed-income 

markets mounting powerful rallies. The S&P 500 cut its first 

six months declines in half, and the Barclays Bond 

Aggregate erased a third of its decline. 

Unfortunately, the mid-summer gains would not hold. As 

inflation reports came in even stronger than some 

expected, investors faced the Fed reiterating their hawkish 

statements to battle inflation with continued rate increases 

even if that resulted in “some pain” to the economy. With 

the realization that a resolution to the inflation problem would take longer to resolve than some expected, markets 

reversed course yet again. 

By the end of the quarter, stocks declined to the second quarter lows. The S&P 500 ended down 4.9% for the quarter 

and was down 23.9% for the year-to-date. There was little in the way of safe havens.  Smaller U.S. stocks, represented 

by the Russell 2000 index, fell 2.2% for the quarter and lost 25.1% for calendar 2022. The performance of international 

stocks was even more challenged, due to the uncertainties of the Ukraine war and heightened concerns around energy 

availability, international stocks lost significant ground. The MSCI EAFE International Index dropped 9.4% for the quarter 

and has slumped 27.2% year-to-date. 

Bonds usually benefit from a “flight to safety” in times of equity declines. With an aggressive Fed threatening higher 

rates, this was not to be. As with equities, as hopes for a quick resolution to the inflation problem faded, bonds 

continued their slide. At quarter end, the bond index dropped 4.8% for the quarter and has fallen 14.6% for the year.  

As we have noted before, the rise in bond yields has a potential silver lining. Keep in mind that interest rates and bond 

prices generally move inversely to each other. As bond prices have fallen, adding to portfolio declines, yields have risen 

considerably.  While painful today, it bodes well for bond returns in the future.    

Bear market perspectives    

Market declines are, at best, unpleasant. We understand. These assets took years of effort and sacrifice to accumulate. 

Even the most seasoned investors can be unsettled watching their hard-fought gains erode. But it can be helpful to look 

more closely at market declines to gain some perspective. 

% Return as of 9/30/2022 

Equity Indexes 3rd Q YTD 3 Yr 

S&P 500 -4.9 -23.9 8.2 

Russell 2000 -2.2 -25.1 4.3 

MSCI EAFE -9.4 -27.1 -1.8 

Emerging Market -11.6 -27.2 -2.1 
Wilshire REIT -10.2 -29.7 -2.2 

Bond Indexes    

TIPS -5.1 -13.6 0.8 

Aggregate -4.8 -14.6 -3.3 

Government -4.3 -12.9 -3.1 

Mortgages -5.3 -13.7 -3.7 
Investment Corporate -5.1 -18.7 -3.7 

Long Corporate -8.7 -29.4 -7.0 

Corporate High-Yield -0.6 -14.7 -0.5 

Municipals -3.5 -12.1 -1.9 



A bear market is usually defined by a decline from recent highs of 20% or more. So, yes, we are there. Keep in mind that 

declines of this magnitude are not uncommon. Since 1945, there have been 15 of them. So, one has occurred about 

every 5 years. They are painful and not fun, but they have passed. 

Now, to the length of bear markets. The average length of a bear market, that is the number of days from the time the 

index falls 20% until the time it regains its previous level, is 289 days. That is a bit over nine months. While shorter than 

many might have thought, it is still no picnic. 

On the other hand, let’s look at the average length of a bull market. That comes in at a whopping 2.7 years. Of course, 

these are just historical averages and there could, as always, be large variances from the norm. But we find this data 

encouraging for long-term investors. Simply put, despite painful intermittent declines, markets have historically 

marched forward.   

The path forward 

While we have been through declines before, they are never easy. Shrill voices come out of the woodwork. The financial 

media is always there with dire forecasts of worst-case scenarios. Warren Buffett, who has seen more bear markets than 

most once said, “Forecasts can tell you a lot about the forecaster but nothing about the future.” Media get paid by the 

number of viewers- not for accuracy. As we have said many times over the years, financial decisions are best made with 

the television turned off.  

The volatility is not likely over. Markets must still work through the distortions brought on by monetary response to the 

pandemic. The Fed likely will continue to target inflation. The uncertainty of the Ukraine war is not over.  

That’s ok. We can handle these challenges. We believe markets and, more importantly, people, are far more resilient 

than many understand. We will stand firmly on our principles of discipline, restraint and sound mathematics. Of course, 

your input is important to our process and our path forward. We are here.  

Sincerely, 
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Sources: Hartford Funds, Forbes, CNBC, S&P Global, Wall Street Journal  

The performance of an unmanaged index is not indicative of the performance of any particular investment. It is not possible to invest directly in any index. Past performance is no 

guarantee of future results. This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future events, or a 

guarantee of future results. Three-year performance data is annualized. Bonds have fixed principal value and yield if held to maturity and the issuer does not enter into default. Bonds 

have inflation, credit, and interest rate risk. Treasury Inflation Protected Securities (TIPS) have principal values that grow with inflation if held to maturity. High-yield bonds (lower rated 

or junk bonds) experience higher volatility and increased credit risk when compared to other fixed-income investments. REITs are subject to real estate risks associated with operating 

and leasing properties. Additional risks include changes in economic conditions, interest rates, property values, and supply and demand, as well as possible environmental liabilities, 

zoning issues and natural disasters. Stocks can have fluctuating principal and returns based on changing market conditions. The prices of small company stocks generally are more 

volatile than those of large company stocks. International investing involves special risks not found in domestic investing, including political and social differences and currency 

fluctuations due to economic decisions. Investing in emerging markets can be riskier than investing in well-established foreign markets. The MSCI EAFE Index is designed to represent 

the performance of large and mid-cap securities across 21 developed markets, including countries in Europe, Australasia and the Far East, excluding the U.S. and Canada. The Russell 

2500 Index measures the performance of the 2,500 smallest companies (19% of total capitalization) in the Russell 3000 index. The S&P 500 index measures the performance of 500 

stocks generally considered representative of the overall market. The Wilshire REIT Index is designed to offer a market-based index that is more reflective of real estate held by pension 

funds        

 



If you do not wish to receive future e-mails from me, please call me at 315-870-3703, or e-mail me at Caragh.Fahy@MadisonFPG.com.  

Caragh Fahy and Leyla Morgillo are registered representatives of Lincoln Financial Advisors Corp. 

Securities and investment advisory services offered through Lincoln Financial Advisors Corp., a broker-dealer (member SIPC)  registered investment advisor. 

Insurance offered through Lincoln affiliates and other fine companies.   

Lincoln Financial Advisors Corp. and its representatives do not provide legal or tax advice. You may want to consult a legal or tax advisor regarding any legal or 

tax information as it relates to your personal circumstances. 

 

 


