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The Economy
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Tailwinds supported rapid economic 
recovery in the United States 

Fiscal stimulus
(Congress: 
$5.7 trillion)

Monetary policy
(Fed: Money supply 

+40%

COVID-19 cases 
slowed

Geopolitical 
stability



Real economic growth in the United 
States



Economic data 
told a different 
story
• ISM Purchasing Manager's 

Index was above 50
• Jobs growth was strong
• Unemployment rate was low, 

at 3.6%
• Labor force participation was up
• Consumer spending was rising

Institute for Supply Management, U.S. Department of Labor



Components of gross domestic 
product (GDP)

Q1 2022

Consumer 
Spending
+1.24

Government 
Spending
-0.51

Business
Investment

+0.93

Net 
Exports

-3.23

U.S. Bureau of Economic Analysis



The story is fairly straight-forward. The Omicron wave, 
the war in Ukraine and new lockdowns in China took a 
greater toll on growth abroad than at home.

—Diane Swonk, Chief Economist, Grant Thornton,
April 28, 2022



Tailwinds became headwinds

Geopolitical 
instability

China
lockdowns

Fiscal stimulus 
ends

Fed tightens



Inflation
• An increase in the 

average price of 
goods and services

• A function of supply 
and demand, as well 
as money supply

• PCE is a broader 
index than CPI

Inflation 
2022, year-
over-year

PCE Price 
Index

Core PCE
(Excludes 

energy and 
food)

January 6.0% 5.1%

February 6.3% 5.3%

March 6.6% 5.2%

April 6.3% 4.9%

May 6.3% 4.7%

U.S. Bureau of Economic Analysis



Consumer Sentiment: People are 
feeling more pessimistic

University of Michigan Consumer Sentiment Survey



What is the most important financial 
problem facing your family today?

Source: Gallup



Inflation affects the way people think 
and spend

52%

59%

59%

74%

87%

46%

38%

38%

24%

12%

Buying products in anticipation of prices
going up

Driving less

Saving less

Delaying planned purchases

Making a bigger effort to find the
cheapest price for products

Yes No No answer

Source: April 21-May 12, 2022, Washington Post-Schar School poll 
of 1,055 U.S. adults with an error margin of +/- 4 percentage points.



This situation has been termed ‘inflationary 
psychology.’ Consumers purposely advance their 
purchases in order to beat anticipated future price 
increases. Firms readily pass along higher costs to 
consumers, including the future cost increases that 
they anticipate…Expected inflation [becomes] a self-
fulfilling prophecy.

—Richard Curtin, Chief economist University of Michigan 
Surveys of Consumers, Barron’s, April 7, 2022



The Fed is 
tightening 
monetary policy
• No more bond 

buying (quantitative 
easing)

• Beginning to shrink 
its balance sheet 
(quantitative 
tightening)

• Raising the federal 
funds rate  

Federal Reserve Bank, CME Group

Zero to 
0.25%

0.25 to 
0.50%

0.75 to 
1.00%

1.50 to 
1.75%

3.25 to 
3.50%

1980-81: 
20%

Federal funds target rate

Dec-21 March May June Dec-22 (est) 1980



• Economy slows
• Inflation falls
• No recession

• Economy slows 
or contracts
• Inflation persists

• Economy 
contracts

• Inflation slows

The economic outlook
Soft landing Stagflation Recession



So, is the economy in a recession? No. People are 
unhappy with inflation, which...has recently been 
running its highest since 1982. But inflation isn’t 
recession, which is defined as a significant decline in 
economic activity. Economic activity is not falling.

Quite the contrary: It is booming.

—Jeffrey Frankel, Professor of Capital Formation and Growth at 
Harvard University in Barron’s, June 13, 2022



The 
Economic 
Cycle

Peak

Recession

Trough

Expansion



Financial markets
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Worst first half for stocks in 50 years
The Standard & Poor’s 500, Nasdaq Composite, and Dow Jones Industrials Indices



Performance by Index, June 30, 2022 Q2 
Return

YTD
Return

S&P 500 TR -16.1% -20.0%

MSCI ACWI TR -15.8% -20.2%

Bloomberg US Agg Bond TR -4.7% -10.3%

Russell 2000 TR -17.2% -22.5%

iShares iBoxx $ Invstmnt Grd. Corp. Bond ETF (LQD) -8.6% -15.0%

Top YTD Sector: Energy -6.5% 29.6%

Bottom YTD Sector: Comm. Services -26.3% -33.8%

Top YTD Style Box (M*): Mid Value -8.2% -6.7%

Bottom YTD Style Box (M*):  Large Growth -29.8% -39.3%

Russell 1000 Value – Russell 1000 Growth (difference) 8.7% 15.2%

Source: Morningstar Direct



Stock markets 
have been 
volatile
• 63 moves of 1% 
• 26 moves of 2% 
• 7 moves of 3%

S t a n d a r d  &  P o o r ’ s  5 0 0  I n d e x
U p  o r  D o w n  1 %  D a y s  t h r o u g h  J u n e  b y  C a l e n d a r  Ye a r

Source: Morningstar Direct, 2022 includes date through May 22



Sector performance 
(year-over-year as of June 30, 2022)

Source: Fidelity Research

35.85%

10.66%
4.69% 1.68% -8.50% -10.20% -13.89% -14.04% -14.40%

-24.69%

-29.79%



Company earnings 
expectations remain 
strong
S&P 500 BLENDED EARNINGS 
GROWTH
1Q 2022 + 9.2%
2Q 2022 (est.) + 4.1%
3Q 2022 (est.) +10.5%
4Q 2022 (est.) + 9.7%
CY 2022 (est.) +10.2%

Source: FactSet



Price-to-earnings (PE) ratios have 
fallen

S&P 500 PE Ratio
Historic average: 15.97
June 30, 2021: 26.56
June 30, 2022: 19.33

S&P 500 PE Ratio. as of 6/30/22

19.33

Source: Multpl



Shiller CAPE Ratio/S&P 500 Index
(as of 6/30/22)

Source: Multpl

29.55



The stock market has predicted 
nine out of the last five recessions.

—Paul Samuelson
Nobel Prize-winning economist 

Newsweek, 1966



Factcheck: Paul Samuelson was right

1966
9 bear markets/

5 recessions 
= 55%

2016
13 bear markets/

7 recessions 
= 53%



We’re in a bear market for bonds
Will be updated (content)



Investors have been feeling bearish

INVESTOR SENTIMENT
Consensus 
Index May 30 June 6 June 13 June 20 June 27

Bullish 39% 41% 45% 38% 35%

Source: Barron's



Bear markets don’t last forever

-48% -27% -34% -10%
-49% -57%

-27%

126%

229%

65%

417%

102%

401%

1973 1980 1987 1990 2000 2007 2020

TOTAL RETURN, BEAR & BULL MARKETS
Bear market Bull market



What may be ahead
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Global economic growth (after inflation)
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Global economic growth: 
Recovery and expectations

2021 2022 (est.) 2023 (est.)

Source: World Bank, June 2022



War in Ukraine

• Food shortages
• Energy shortages
• Higher food and 

energy prices

Global food exports: how much comes from Ukraine & Russia?, 2019
This is shown for the largest crops grown by Ukraine and Russia.

0% 20% 40% 60% 80% 100%

Ukraine Russia

Sunflower oil 42% 21% 64%

Wheat 8.9% 14% 23%

Barley 9.7% 9.5% 19%

Maize (corn) 16% 18%

Source: Calculated by Our World in Data based on the Food and Agriculture Organization of the United Nations
OurWorldInData.org/agricultural-production • CC BY



…spillovers from the Russian Federation’s invasion of 
Ukraine are set to sharply hasten the deceleration of global 
economic activity…The war in Ukraine is leading to high 
commodity prices, adding to supply disruptions, increasing 
food insecurity and poverty, exacerbating inflation, 
contributing to tighter financial conditions, magnifying 
financial vulnerability, and heightening policy uncertainty. 

—The World Bank, Global Growth Prospects, June 2022



COVID lockdowns in China



Possibility of a 
Federal Reserve 
Policy mistake

• Fed raises rates too much: 
recession

• Fed raises rates too slowly: 
persistent inflation



Investor behavior



Bear markets test 
investors
• Sell
• Stay invested
• Look for opportunities



There may never 
have been a more 
important time 
to work with a 
financial professional



What the experts say

Half-Time 2022
From tailwinds to headwinds



The first half of the year was terrible. Worst in decades 
for stocks…Arguably the biggest single cause of the 
misery was the spike in oil prices. Russia’s invasion of 
Ukraine accelerated a rise that was already building as 
the world emerged from the pandemic…To be sure, a lot 
of damage has already been done by high energy prices. 
But if they fall back soon, as history suggests they 
should, the second half of 2022 could be much better 
than most people currently expect.

—Brian Swint, Acting Deputy Bureau Chief
Barron's, July 1, 2022



...It is very difficult to resist the temptation to draw parallels with 
the 1970s…But consider the following: in 1970, anyone 40 or 
older had already seen three episodes of inflation comparable to 
that of the present day. Today’s 40-year-olds have seen nothing 
comparable, and in fact are more familiar with deflationary trends 
than inflationary ones. In 1970, the thought must have been, 'Here 
we go again,' whereas today the question is, 'What is next?'

———Seth Carpenter, Global Chief Economist at Morgan Stanley, 
Financial Times, July 1, 2022



We can certainly hope for a 'soft landing' this time around, but 
in my 35 years in this business, hope is rarely an effective 
investment strategy. The backdrop is one of a peak in the 
liquidity and economic cycle, and what follows is the natural 
expunging of the excesses (meme stocks, cryptocurrencies, 
speculative Nasdaq 100, even residential real estate, which is 
in a huge price bubble of its own) and then…the rebirth.

—David Rosenberg, President of Rosenberg Research 
Associates

Barron’s, May 13, 2022



Most important, the opportunity for innovation remains vast. 
The potential market for technology products has expanded 
hugely, beyond the bastions of business and consumer 
computing, to affect all parts of the business world, from 
biotech to supply-chain monitoring. What emerges from the 
chaos will be a leaner and more efficient industry—and one 
that will remain a powerful force.

—The Economist, June 30, 2022



Serving
You



Half-Time 2022
The Standard & Poor’s 500 Index is a capitalization weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 
stocks representing all major industries.

The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services.

Personal Consumption Expenditures (PCE) is a measure of price changes in consumer goods and services, targeted towards goods and services consumed by individuals. PCE is released monthly by 
the Bureau of Economic Analysis (BEA).

The Price-to-Earning (P/E) ratio is a measure of the price paid for a share relative to the annual net income or profit earned by the firm per share. It is a financial ratio used for valuation: a higher P/E ratio 
means investors are paying more for each unit of net income, thus, the stock is more expensive compared to one with a lower P/E ratio.

The MSCI World Index is a broad global equity index that represents large and mid-cap equity performance across all 23 developed markets countries. It covers approximately 85% of the free float-
adjusted market capitalization in each country.

The MSCI European Union (EU) Index captures large and mid cap representation across the 13 Developed Markets (DM) countries and 4 Emerging Markets (EM) countries in Europe*. With 321 
constituents, the index covers approximately 85% of the free float- adjusted market capitalization in the European equity universe.

The MSCI USA Index represents 63% of the MSCI World Index1. It is designed to measure the performance of the large and mid-cap segments and aims to represent ~85% of the US market.

The MSCI United Kingdom Index represents 5% of the MSCI World Index1. It is designed to measure the performance of the large and mid-cap segments and aims to represent ~85% of the United 
Kingdom market.
The MSCI China Index covers 85% of the free float market cap of the China Equity Universe across H-shares, A-shares, B-shares, Red-chips, P‐chips and foreign listed shares.

The MSCI Emerging Markets Index includes large and mid-cap companies in 26 Emerging Markets (EM) countries. It covers approximately 85% of the free float-adjusted market capitalization in each 
country.

The MSCI Frontier Markets Index captures large and mid cap representation across 27 Frontier Markets (FM) countries*. The index includes 81 constituents, covering about 85% of the free float-adjusted 
market capitalization in each country.


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42
	Slide Number 43
	Slide Number 44
	Slide Number 45
	Slide Number 46
	Slide Number 47
	Slide Number 48
	Slide Number 49
	Slide Number 50
	Slide Number 51
	Slide Number 52
	Slide Number 53
	Slide Number 54
	Slide Number 55

