
 

  

 

Labor Day 

Most of us consider the upcoming three-day weekend as the perfect excuse to get out of town or relax. 
Kids know it as their last gasp of freedom before school starts. And, according to the fashion-conscious, 
it’s the last chance we have to wear white this year.  

But like so many holidays, the origins of Labor Day are rooted in adversity, not pleasure and relaxation. 
While the day now stands for the end of summer, it was once a concession given to the thousands of 
laborers who struggled for fair pay, benefits, and improved living conditions in our country.  

As the unrest in the labor movement began to end, and strikes became mostly a thing of the past, the 
day eventually turned into one of relaxation – a day for picnics and barbecues. It’s only natural for 
holidays to change over time, as the generations who celebrate them have also changed. Labor Day 
has become a holiday for family, and for Americans, and that’s a wonderful thing. But as you celebrate 
this year, take a moment to reflect on how we got here. The convenience of the present is always 
owed to the sweat and tears of the past.  

And remember, our country is built on the spirit of hard work, on the spirit of constantly aiming to 
improve and progress, and on the spirit of embodied by the American worker.  

 

S&P 500 Sector Performance for July 2022 

Over every single time period, sector performance will be driven largely by factors one would expect, 
such as the overall state of the economy, underlying corporate earnings, current and predicted interest 
rates, and inflation, among other factors.  

Reviewing the sector performance for the month of July (a very short time-period), two things become 
clear: First, sectors do not move in lockstep with one another and will often provide very divergent 
returns for investors – depending on timing and the current economic climate. Second, July continued 
to see very real divergence in sector performance, with the spread between the best (+7%) and the 
worst (-1%) being unusually wide.  

Sector Highlights Through July 2022 
For the month of July, sector performance was very good, as 10 of 11 sectors advanced for the month, 
with only Communication Services (-1.38%) retreating. Contrasting that with the month of June, which 
saw all 11 retreat for the month.  



And while seven months is not very helpful when trying to draw conclusions, it is interesting to see the 
difference a few months can make, as January saw 10 of 11 positive, April and May saw a mixed bag; 
June was all down and July was all up.  

In addition, the range in sector-returns was wide, with the Consumer Discretionary and Information 
Technology sectors both up more than 7% and the Communication Services sector losing more than 
1%. This chart shows the sector return for the month of July and June (two very short time-periods). 
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What Does It Mean for Investors? 
At a very basic level, the differences in returns for the 11 S&P 500 sectors support two fundamental 
principles of financial planning – asset allocation and diversification.  

At your next portfolio review, let’s revisit the differences between asset allocation and diversification. 
And we can discuss how to ensure that your portfolio is consistent with your risk tolerance profile and 
personal goals.  

Inflation, CDs, Under a Mattress of Stock Market? 

Tempted to stash your money in a bank CD? Or maybe under your mattress? Think either one of them 
will keep pace with inflation? Think again.  

Inflation 
Inflation is defined as an increase in the general level of prices for goods and services. Deflation, on the 
other hand, is defined as a decrease in the general level of prices for goods and services. If inflation is 
high, at say 10% -- as it was in the 1970s – then a loaf of bread that costs $1 this year will cost $1.10 
the next year.  

Currently, the inflation rate in the US is very high. Historically, inflation in the US has averaged 3.3% 
from 1941 until 2021. But it reached an all-time high of 23.7% in June 1920 and a record low of -15.8% 
in June 1921.  

S&P 500 Sector June 2022 July 2022 
Information Technology -10.01% +7.17% 
Energy  -18.35% +1.89% 
Health Care -4.17% +2.30% 
Real Estate -8.29% +5.89% 
Consumer Staples -3.58% +2.93% 
Consumer Discretionary -10.22% +7.76% 
Industrials -8.29% +5.72 
Financials -11.37% +2.97% 
Materials -15.45% +1.56% 
Communication Services -7.33% -1.38% 
Utilities  -6.44% +5.33% 



So how does inflation affect your retirement savings? The answer is simple: inflation decreases the 
purchasing power of your money in the future. Consider this: at 3% inflation, $100 today will be worth 
$67.30 in 20 years – a loss of 1/3 its value. And in 35 years? Well, your $100 will be reduced to just 
$34.44. 

Bank CDs 
A certificate of deposit (CD) is what’s known as a time deposit account – a bank agrees to pay interest 
at a certain rate if savers deposit their cash for a set period. Generally speaking, the interest rate paid 
by the bank increases as the term (the length of time the bank has your money) increases. CDs are also 
insured by the Federal Deposit Insurance Corporation for banks and by the National Credit Union 
Administration for credit unions.   

As the chart below shows, CD-yields have been in a steady decline for the past 35+ years. 
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More specifically, compare three dates from 1984, 2017 and 2022 to see the disparity.  

 July 3, 1984 January 6, 2017 January 13, 2022 
1 Year CD Yield 11.27% 0.27% 0.14% 
5 Year CD Yield 12.06% 0.86% 0.26% 

Source: Bankrate Monitor 

The Mattress  
Surprisingly, we all know people who prefer to keep their savings under a mattress or in a shoebox 
hidden away in a closet. But here is what a world-renowned study of every investor who hid their 
money under a mattress or in a shoebox found. Unfortunately, there was not enough data going back 
more than 100 years, but I suspect the returns would have been the same.  

Avg. Annual Returns Mattress Shoebox 
Last 5 Years 0.0% 0.0% 
Last 25 Years 0.0% 0.0% 



Last 100 Years  0.0% 0.0% 
 

The Stock Market  
If you are looking for average stock market returns over a long period of time, you are likely to get 
different numbers from different sources. This is because your answer really depends on several 
variables, including which index you review, whether dividends are included or not, whether effects of 
inflation are calculated, etc. 

Most financial professionals would agree, however, that the long-term data for stock market points to 
an average annual return of about 10%. In fact, the S&P 500 has returned a historic annualized average 
return of 10.5% since 1957 inception through 2021

 

 

And let’s not forget what 2021 brought investors: 

• The DJIA rose 18.7% 
• The S&P 500 rose 26.9% 
• NASDAQ rose 21.4% 
• The Russell 2000 Index rose 13.7% 

What Investors Need to Remember 

Although there are times when buying a CD might be appropriate, generally speaking, buying CDs 
should not be part of your long-term retirement strategy – unless you happen to be very close to 
retirement age. CD rates today just don’t keep pace with inflation. And putting your money under a 
mattress is worse (and probably uncomfortable too). 
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Instead, I encourage you to explore the thousands of financial products that provide better options. 
And remember that over long periods of time, the stock market has outpaced inflation, today’s CD 
yields and hiding your money under your mattress.  

But before you invest in anything, consider the risk/reward trade off, your goals, and your time 
horizon.  As always, we are here to answer any of your questions or concerns. On behalf of all of us at 
Peters Financial, we wish you a safe and happy Labor Day weekend!                                                 
 
Sincerely,  

             

Pete Peters    Lee Peters       
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