
• Since the series of recessions in the 1970s, subsequent 
recessionary periods have seen equity markets recover to 
pre-drawdown levels within 2 years, on average. Investors 
who exit the market during volatile periods are at risk of 
missing out on the often-swift recovery that follows.

• Inflation has generally trended downward from the 1970s into 
the 2020s. However, with CPI currently sitting at 7.9%, we are 
experiencing a significant deviation from the trend. Although 
these numbers should begin to level as base effects roll off 
and tighter monetary policy takes hold, investors must position 
themselves for an environment where inflation lingers at levels 
higher than what has been the norm over the past decade.

• Covid-19 marks the first time where a recession was 
triggered by a pandemic event. While equities sold off sharply, 
fixed income – particularly longer-dated issues with greater 
duration exposure – helped shield investors from some of the 
market turbulence. Indeed, balanced stock/bond portfolios 
experienced less drawdowns and a faster recovery than 
equity-only investments, highlighting the importance of 
diversification and asset allocation.

• Although still early in its tenure, the 2020 decade has seen 
the highest personal savings rate for Americans in history. 
Excess savings have contributed to an increase in wealth 
across nearly all income levels, and has resulted in a more 
durable consumer even in light of recent higher prices.

In times of growing uncertainty, it is critical to adhere to your long-term plan, while also adapting with the evolving 
environment. With markets digesting an inflationary regime change, tightening Fed policy, the removal of Covid-fueled 
fiscal stimulus, and geopolitical risks in overseas markets, investors must be diligent in their portfolio positioning while 
taking into account a “new normal” as we continue into 2022.  

The enclosed Morningstar Andex chart* highlights the importance of staying invested throughout various market cycles 
and global events. Whether you are investing in stocks, bonds, or a balanced portfolio, the most consistent contributor 
towards positive performance is time spent in the market. Since 1926, markets have rallied back from even the sharpest of 
selloffs. Drawdowns have been most significant within risky asset classes such as US small-caps, yet with that risk comes 
reward, and the best performing asset classes over the past nearly 100 years have been within equities. Investors looking 
to smooth out volatility should consider a balanced stock/bond portfolio, and both risk tolerance and time horizon are 
paramount in determining long-term strategic asset allocation.

Here are a few points to consider when reviewing the chart:

• Both dividend and bond yields have been on a downward 
trajectory for the past 40 years. This has created a 
challenging environment for investors looking for income from 
their portfolios. Particularly within fixed income, investors 
must find an appropriate balance between seeking yield, 
and ballast against risk assets. Where suitable, alternative 
investments may provide an additional source of income to 
help supplement lower yields within traditional asset classes.

• With midterm elections scheduled for 2022, there is a high 
likelihood for a split government. Since 1926, periods where 
political power was divided – particularly a split Congress 
– averaged higher market returns than periods of full-party 
control. A split government raises the likelihood of political 
gridlock, which in turn provides the market with stability – 
markets tend to deliver stronger returns when there is less 
uncertainty about potentially drastic policy moves.

• Average life expectancy has increased by around 20 years for 
both men and women, from the 1920s to the 2020s. With the 
majority of Americans living longer lives, needs around both 
accumulation and retirement spending have subsequently 
increased. It is important to engage with your advisor to 
ensure that your investments are tailored towards meeting 
your retirement goals.

* Morningstar is a Chicago-based investment research firm that compiles and 
analyzes fund, stock, and general market data.  The Morningstar Andex Chart 
provides clients with an overview of how markets and the economy have performed. 
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Financial professionals, call 1-800-373-9387.  
Investors, contact your financial professional or visit im.bnymellon.com.

The Bank of New York Mellon Corporation holds the majority of The Alcentra Group, which is comprised of the following affiliated companies: Alcentra Ltd. and Alcentra NY, 
LLC. which are registered with the U.S. Securities & Exchange Commission under the Investment Advisers Act of 1940. Alcentra Ltd is authorized and regulated by the 
Financial Conduct Authority and regulated by the Securities Exchange Commission. ARX is the brand used to describe the Brazilian investment capabilities of BNY Mellon 
ARX Investimentos Ltda. ARX is an affiliate of The Bank of New York Mellon Corporation.Dreyfus Cash Investment Strategies (Dreyfus) is a division of BNY Mellon 
Investment Adviser, Inc. (BNYMIA) and Mellon Investments Corporation (MIC), each a registered investment adviser. Mellon Investments Corporation is composed of two 
divisions; Mellon, which specializes in index management and Dreyfus which specializes in cash management and ultra short strategies. Dreyfus is one of the industry’s 
leading institutional managers of liquidity solutions. BNYMIA and MIC are affiliated subsidiaries of The Bank of New York Mellon Corporation. Except where otherwise 
indicated, the term “Dreyfus” as used throughout this presentation encompasses the Dreyfus Cash Investment Strategies divisions of BNYMIA and MIC, combined. 
Investment advisory services in North America are provided by Insight North America LLC, a registered investment adviser and regulated by the U.S. Securities and 
Exchange Commission (SEC). Insight North America LLC is associated with other global investment managers that also (individually and collectively) use the corporate 
brand Insight Investment and may be referred to as “Insight” or “Insight Investment.” “Newton” and/or the “Newton Investment Management” brand refers to the following 
group of affiliated companies: Newton Investment Management Limited (NIM) and Newton Investment Management North America LLC (NIMNA). NIM is incorporated in 
the United Kingdom (Registered in England no. 1371973) and is authorized and regulated by the Financial Conduct Authority in the conduct of investment business. Both 
Newton firms are registered with the Securities and Exchange Commission (SEC) in the United States of America as an investment adviser under the Investment Advisers 
Act of 1940. Newton is a subsidiary of The Bank of New York Mellon Corporation.  Newton’s investment advisory businesses are described in their Form ADVs, Part 1 and 2, 
which can be obtained from the SEC.gov website or obtained upon request.BNY Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related entities 
(including Siguler Guff Advisers, LLC).Walter Scott & Partners Limited (â•œWalter Scottâ•š) is an investment management firm authorized and regulated in the United 
Kingdom by the Financial Conduct Authority in the conduct of investment business. Walter Scott is a subsidiary of The Bank of New York Mellon Corporation.

All investments involve risk, including the possible loss of principal.  Certain investments involve greater or unique risks that should be considered along with the 
objectives, fees, and expenses before investing. 

This material has been distributed for informational purposes only and should not be considered as investment advice or a recommendation of any particular 
investment, strategy, investment manager or account arrangement and should not serve as a primary basis for investment decisions. Views expressed are those of the 
author stated and do not reflect views of other managers or the firm overall. Views are current as of the date of this publication and subject to change. The information 
is based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. References to specific 
securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and should not be interpreted as recommendations. 
Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. Please consult a legal, tax or financial professional in order 
to determine whether an investment product or service is appropriate for a particular situation. No part of this material may be reproduced in any form, or referred to in 
any other publication, without express written permission. BNY Mellon Investment Adviser, Inc. and BNY Mellon Securities Corporation are subsidiaries of BNY Mellon. 
BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the Corporation as a whole or its 
various subsidiaries generally. © 2022 BNY Mellon Securities Corporation, distributor, 240 Greenwich Street, 9th Floor, New York, NY 10286.

We have the scale to deliver diversified beta — and the skill to deliver uncorrelated alpha.  Great minds don’t think alike: 
the power of independent thinking.
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