
 
 

2nd Quarter 2022     

2022 2nd Quarter in Review & Outlook 

"The stock market has a very efficient way of transferring wealth from the impatient to the patient." —Benjamin Graham 

Brutal quarter for stocks and bonds 

We are clearly in a market environment where certain investors and traders are losing patience. However, as noted by 

Benjamin Graham above, for long term investors patience is needed the most during bear markets. 

The second quarter of 2022 was ugly for both global stocks and bonds (below) as capital markets continue to fret about 

the increased probability of a recession, inflation that is surged to 40-year highs, and war in Ukraine that appears to 

have no resolution in sight. Despite a rally near the end of the quarter most equity benchmarks descended into bear 

market territory for the year. The tech-heavy NASDAQ Composite Index, not show below, was down -22.3% for the 

quarter and -29.2% for the year through June 30. 

 

Capital markets are clearly saying that the possibility of recession has increased. A recession is typically defined as two 

consecutive quarters of economic contraction coupled with declining employment. Economic growth did decline in the 

first quarter, but, the most recent jobs report for June released July 8th was robust. However, Schwab Chief Investment 

Strategist Liz Ann Sonders reported that forward-looking employment indicators such as the Labor Force Participation 

Rate, household surveys, and unemployment claims are showing signs of weakness. Certain technology companies have 

announced pauses in hiring. Given the bear market in stocks is already well underway, the semantics of a recession 

matters less than it would have back at the market's high at the start of this year. 

A key ingredient for markets to form a bottom is a clear sign that inflation has peaked. There are some signs this is 

happening. Although the commodity index shown above was positive for the quarter, 13 industrial metals including 

copper and steel were dramatically off of their levels from a year ago, and the price of oil declined by $10 a barrel in 

June. Also, the supply chain shortages of last year may be turning into gluts as companies are beginning to report 

increases in inventories, especially in the semiconductor and retail industries. Inventory buildups are not good for 

corporate earnings and stock prices in the near term, but this could lead to goods deflation if companies need to drop 

prices to clear inventories. Price declines typically start with commodities, then go to goods, with services last. 
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As bad as the news on the inventory gluts has been for the stocks of the companies experiencing them, it may end up 

being good news for investors in the broader market if it leads to receding inflation pressures that lessen central banks' 

aggressive actions to curb demand. If fact, the bond market has signaled this possibility with interest rates declining to 

close out the quarter. 

Non-Correlation blues 

Stocks and bonds traditionally work well together in a portfolio because they are non-correlated assets classes, i.e. they 

typically don’t move in the same direction at the same time. In fact, it is extremely rare for stocks and bonds to have 

negative total returns at the same time. Not this year, thus far. The first six months of 2022 has been the worst start 

ever for bonds historically going back to 1926, down more than 10%.  The next worst period was 1994 at -3.9% halfway 

through the year.  The following six-month periods for bonds following these poor returns has been much better. So, 

let’s hope the worst is over for the bond market this year. 

 

For stocks, the first six months of 2022 has been the 3rd worst start to a calendar year going back to 1926, down 20%. 

Only 1932 and 1962 were worst starts to a calendar year for U.S. stocks, which saw positive returns in the following six 

months in each case.  Clearly, the picture for stocks in the following six months has been more of a mixed bag with 

continued negative returns in recession years. While we believe the worst is over for stocks, we are prepared for 

continued volatility in the face of recessionary uncertainty.  

 

http://www.scadvisors.net/
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Worst 3 years for bonds 

For bond investors, the 3-

year period ending June 30, 

2022, was the worst 3-year 

period in history in terms of 

total return since 1926. 

Looking at a rolling 3-year 

average of annual returns 

for bonds, a negative 3-year 

period has only happened 

nine times since 1926. 

However, in every case, the 

next three years has seen 

positive total returns. With 

such a negative total return 

scenario for bonds thus far, Charles Schwab is recommending investors increase duration in bond portfolios. 

Historical perspective 

We are officially in a bear market currently. Opening monthly statements during times like this can be a source of 

anxiety. Thus, it can be helpful to look at bull and bear markets from a historical perspective. The chart below, courtesy 

of Blackrock, illustrates how $1,000 invested in 1926 has grown to more than $11 million through June 30th, including 

the -20% bear market. This is a chart of monthly returns, so the historic pandemic downturn that lasted only 23 days 

doesn’t even register. It is a helpful picture of how stocks persevere over the long term. 
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Finally, we wanted to close with some research data from Morningstar which maintains the Morningstar Wide Moat 

Focus Index that has outperformed the broader U.S. market by more than 3.6% in annualized total return since it’s 

inception in 2007. Past performance is certainly no assurance of future returns.  

We use a similar database screening criteria for our target companies for our Core Equity portfolios. The chart below 

demonstrates how the bulk of the outperformance of the Wide Moat Focus Index has come after the most sizable 

market declines, demonstrating how high quality, “moaty” companies that generate high long term free cash flows are 

sought after when bear markets end—and patience for long term investors can be rewarded. 

Sizable Market Declines Have, on Average Preceded Excess Returns 

2/28/2007 – 5/31/2022 

 

 

Please let us know if you have any questions. 

—Dana L. Crosby, CFA, CFP® 
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IMPORTANT DISCLOSURES: 
 
Educational use Only. The market update published by SC Capital Advisors (“SC Capital”) is intended to be educational 
in nature and is not intended to be a recommendation for any specific investment product, strategy, plan feature or other 
purposes. Accordingly, it should not be construed by any consumer and/or prospective client as solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. 
 
Advertising and Marketing. Communications such as this are not impartial and are provided in connection with 
advertising and marketing. This material is not suggesting a specific course of action or any action at all. Prior to making 
any investment or financial decisions, an investor should seek individualized advice from a personal financial, insurance, 
legal or tax professional that takes into account all of the particular facts and circumstances of an investor's own situation. 
No person associated with SC Capital is a licensed attorney or tax professional and the information contained herein 
should not be considered tax or legal advice. 
 

http://www.scadvisors.net/
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Links to Third Party Content. This Market Update contains links to articles or other information maintained by unrelated 
third parties. You acknowledge and agree to the following: All such information is provided solely for convenience 
purposes only because we believe that it may provide useful content and all users thereof should be guided accordingly. 
We disclaim any responsibility for the link’s performance or interaction with your computer, its security and privacy policies 
and practices, and any consequences that may result from visiting it. We do not control the content published by the third-
party; we do not guarantee any claims made on it, nor do we endorse its sponsor or any of the content, policies, activities, 
products or services offered by any advertiser on the site. SC Capital assumes no liability for any inaccuracies, errors or 
omissions in or from any data or other information provided by the third party and inclusion or reference by SC Capital to 
any third-party link should not be construed by any consumer and/or prospective client as a solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation, over the 
Internet. 
 
Important Information regarding Registration. SC Capital Advisors offers Investment advisory and financial planning 
services through Belpointe Asset Management, LLC, 500 Damonte Ranch Parkway, Building 700, Unit 700, Reno, NV 
89521 (“Belpointe), an investment adviser registered with the Securities and Exchange Commission (“SEC”). Registration 
with the SEC should not be construed to imply that the SEC has approved or endorsed qualifications or the services 
Belpointe Asset Management offers, or that or its personnel possess a particular level of skill, expertise or training. SC 
Capital Advisors is not affiliated with Belpointe Asset Management, LLC. Additional information about Belpointe Asset 
Management is available on the SEC’s website at www.adviserinfo.sec.gov. 
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