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The summary below is for educational purposes only.  Please call us with any questions and if you would like to 
schedule a review or discuss other financial matters. 
 
2022 – Shifting Forces 
 
Tailwinds that fueled big gains in 2021 shifted dramatically in 2022 and economic fundamentals were no 
longer favorable. 

 
Index Q4 Return* 2022 Return* 
DJIA1 +15.39% -8.78% 
NASDAQ Composite2 -1.03% -33.10% 
S&P 500 Index3 +7.08% -19.44% 
The Global Dow4 +16.87% -10.51% 
Bond Yields     Yield as of Dec 30 & Q4 Change* 2022 Change* 
3-month T-bill 4.42% +1.09% +4.36% 
2-year Treasury 4.41% +0.19% +3.68% 
10-year Treasury 3.88% +0.05% +2.36% 
30-year Treasury 3.97% +0.18% +2.07% 
Commodities     Price as of Dec 30 & Q4 Change* 2022 Change* 
Oil per barrel5 $80.26 +$0.52 +$5.05 
Gold per ounce6 $1,826.20 +$157.90 -$2.40 

Sources: U.S. Treasury, MarketWatch *Q4: Sept. 30, 2022 - Dec. 30, 2022, and 2022: Dec. 31, 2021 - Dec. 30, 2022 
Chart reflects price changes, not total return because it does not include dividends or splits. 
 
 
With inflation proving to be much more stubborn than expected policymakers at the Federal Reserve hiked 
interest rates at the fastest pace in over 40 years, surprising investors and sending stocks into a bear 
market.  Higher interest rates pressure equities for two primary reasons. First, higher rates compete for 
investors’ cash. Second, higher rates eventually slow economic growth, which pressures corporate profits. 

Rate-hike cycles are not created equally. In the past, rate increases began prior to a level considered full 
employment, proactively striking out against inflation. Last year, however, the Fed’s posture was reactive, 
raising rates after the inflation genie had popped out of the bottle.  
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Figure 1 illustrates the first-rate hike cycle following a recession, dating back to the 1981-82 recession.  

The current cycle is by far the most aggressive, 4.25 percentage point increase in just 10 months.  Today’s 
cycle has only been topped once. In the second half of 1980, the Fed raised the fed funds rate by a 
whopping 10 percentage points in just six months. 

 
 

Table 2 illustrates the return of the S&P 500 Index (without dividends reinvested) from the first rate increase 
to the final increase in each series of increases. 

Table 2: Stock Market Performance - First to Final Rate Hike in Each Cycle 
 

Rate Hike Cycle S&P 500 Index Return  
1983-84 (16 months) 7.9% 
1994-95 (12 months) -2.1% 
2004-06 (24 months) 12.0% 
2015-18 (36 months) 20.8% 
2022 -? -9.9%* 

 

Data Source: St. Louis Federal Reserve, 12/14/2022 (*last Fed meeting) 
Past performance is no guarantee of future results. 
The S&P 500 Index is an unmanaged index which cannot be invested into directly. 

 
 

The two most aggressive cycles (1994 and 2022) created the stiffest headwinds for investors.  

Stocks performed best during the very gradual moves during 2015 - 2018. In fact, the S&P 500 Index was 
up over 40% between December 2015 and September 2018, before shedding about half its gain as 
recession concerns surfaced during the final three months of the year. 

Looking ahead, the Fed expects to slow the pace of rate hikes this year, but also signaled that it could 
maintain a peak rate over a longer period, as it hopes to wring inflation out of the system. But be aware that 
a glance into the future is murky at best. The Fed’s own forecast one year ago envisioned rate hikes totaling 
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just 0.75 percentage points for the entire year. Even the smartest folks in the room aren’t exempt from a 
bad forecast. 

While inflation remains high, well above the Fed’s annual goal of 2%, the rate has moderated. After peaking 
at a 40-year high of 9.1% in June, the Consumer Price Index (CPI) slowed to 7.1% as of November. The 
core CPI, which strips out food and energy, hit a peak of 6.6% in September and has eased to 6.0% as of 
November (U.S. Bureau of Labor Statistics). 
 

Lessons from the past 

Whether we agree or disagree that the Fed’s tough posture is the right medicine, its decisions are rooted 
in the lessons of the 1970s. In the mid-1970s, the Fed sidelined its fight against inflation while prices were 
still rising between 6% and 7% per year. Inflation roared higher in the late 1970s and peaked at nearly 14% 
in 1980. Inflation was fully embedded in the economy, which required a massive response. 

 
 

Inflation turned lower, but the cost was a steep recession in 1981-82. By acting forcefully now, the Fed 
hopes to avoid a repeat. However, do not expect prices to return to pre-pandemic levels. 
 

A look ahead - hard landing or soft landing 

The Fed’s actions have raised fears that the economy is on a collision course with a recession - a hard 
landing. 

“Usually, recessions sneak up on us. CEOs never talk about recessions,” said economist Mark Zandi of 
Moody’s Analytics. “Now it seems CEOs are falling over themselves to say we’re falling into a recession. ... 
Every person on TV says recession. Every economist says recession. I’ve never seen anything like it.” 

If we slip into a recession, rate hikes would probably cease, and we might see a series of rate cuts, but 
corporate profits would also turn lower.  
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Yet, a recession is not a foregone conclusion. A resilient labor market and a sturdy consumer, with 
borrowing power and some pandemic cash still in the bank, could help keep the economy on a gradual but 
upward path this year. 
 

Long-term optics 

As the economy expands over a long period, corporate profits rise as well. A well-diversified portfolio 
enables an investor to tap into that longer-term growth.  
 

 
Data Source: S&P DJ Indices, LPL Research, St. Louis Federal Reserve 12/30/2022 
Past performance is no guarantee of future results.  
The S&P 500 Index is an unmanaged index which cannot be invested into directly. 

 
 

Let’s review Figure 3 from above.   

The S&P 500 Index has averaged 12.6% annual returns (dividends reinvested) since 1980 and up years 
accounted for 81% of the period surveyed. Simply put, on a historical basis, stocks perform well over a 
longer period, but pullbacks are common, too.  

There were 14 instances when the S&P 500 ended a year higher after the broad-based index had an intra-
year peak-to-trough selloff of over 10%. 

Notably, stocks performed exceedingly well in 1985, 1995, and 2019. These years marked the first year 
after a Fed rate-hike cycle when the Fed succeeded in engineering a soft landing. 
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We may not avoid a recession this year, and sentiment heading into 2023 is unsettling. However, if we were 
to take a contrarian view, any positive surprises could be a catalyst for gains this year. For example, a sharp 
slowdown in inflation, without an ensuing recession, would encourage the Fed to adjust policy. 

Still, let’s acknowledge that any look ahead is informed by today’s landscape and peering into the future is 
an exercise in uncertainty. Surprises, both positive and negative, are to be expected. 
 

Investor’s corner 

A financial plan is never set in concrete. It is a work in progress and should be adjusted as life unfolds. 

When stocks tumble, some investors become very anxious. When stocks are posting strong returns, others 
feel invincible and are ready to load up on riskier assets. We caution against making portfolio adjustments 
that are simply based on market action. 

Remember, a financial plan is a roadmap to your financial goals. In part, it is designed to remove the 
emotional component that may encourage you to buy or sell at inopportune times.  

That said, has your tolerance for risk changed considering this year’s volatility? If so, let’s talk. 

 

Please let us know if you have any questions and if you would like to schedule a review or 
discuss other financial matters. 
 

We recognize you have a choice of financial advisors, and we appreciate and value your 
continued support.  Our goal is to provide you with the absolute best service, and we are 
always pleased to assist you in any way we can. 

 

 

 

 
 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly. Past 
performance does not guarantee future results. 

2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly. Past performance does 
not guarantee future results. 

3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly. Past 
performance does not guarantee future results. 

4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past 
performance does not guarantee future results. 
5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 

6 CME Group continuous contract; Prices can and do vary; past performance does not guarantee future results.



 

Securities, insurance, and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC. Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not affiliated with SagePoint Financial Inc. 
or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities and 
commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal 
and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations of 
the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity, or investment strategy that is 
referenced will be profitable or be suitable for your portfolio. 
 
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material 
is accurate or complete. The information contained in this report does not purport to be a complete description of the securities, 
markets, or developments referred to in this material. Any information is not a complete summary or statement of all available 
data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it may 
impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions 
 
Prepared by Financial Jumble, LLC Copyright 2023. 
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We would be honored if you would 
Add a name to our mailing list, 

Have someone come in for a complimentary financial checkup. 

Please call us at (314) 394-2354 and we will be happy to assist you! 
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