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All the major stock market indexes declined during April,
some more than others. The Standard and Poor’s 500
dropped by -8.72%, the Dow Jones Industrials dropped by -
4.91% and the tech-heavy NASDAQ dropped by -13.26%.
Those are extraordinary and unusual one-month declines.

The higher-yielding, energy- and materials-heavy S&P 500
Value Index fell -4.86%, but much less than the S&P 500
Growth Index, which dropped -12.48%. Several growth stocks
suffered severe selling, including big name, former favorites
such as Amazon (down by 25%), Netflix (down by 51%, an
astonishing decline for such a widely followed NASDAQ
favorite) and Google (down by 19%). The NASDAQ is having
the worst performance in its first four months of a year since
1971. In contrast, big volume energy issues like Chevron and
Exxon Mobil managed higher highs early in the month before
selling off slightly. Brand name food and beverage legends
such Coca Cola and Kraft-Heinz also hit higher highs in April
before some profit taking came in.

Mid- and smaller-capitalization companies fell as well ( -7.11%
and -7.81%, respectively), but less than their larger, and more
globally oriented counterparts in the S&P 500, supporting the
benefits of diversification.

Foreign markets were not spared, but took smaller hits in local

currency terms than the U.S. The Toronto Stock Exchange,
heavily weighted with energy issues, sold off in April by -
5.15%, The German DAX fell -2.20%, the Nikkei 225 (Japan) -
3.50%, and the Shanghai Composite Index dropped -6.31%.
Emerging Markets lost -5.56% as measured by the MSCI
Emerging Markets Net Index in USD terms.

Rates continued to rise sharply, and bonds sold off in April as
investors carefully gauged the comments of Fed officials and
planned accordingly. The 2-Year yield, which by some lights
reflects an average rate for the Fed Funds over the next two
years, rose from 2.33% to 2.72% according to Bloomberg.
Given that the Funds rate currently sits between 0.25% and
0.50%, this implies large increases are expected over the next
18 months. Indeed, the Funds rate is priced to reach over 3%
by March 2023. The 10-Year yield, perhaps the most closely
watched of the government’s offerings, started the month at
2.34% and closed at 2.93%, but the small difference in yield
between the 2-Year and 10-Year suggested the market is
starting to price in a slowdown in economic activity over the
next 18 months as well. The yield curve, as measured by the
difference between these two maturity points, inverted
briefly at the beginning of the month before returning to a
positive slope. Historically, yield curve inversions have been a
reliable leading indicator of recessions, anywhere from six to
24 months out into the future.

SUMMARY: Stocks sold off significantly during the month of April, especially among former growth favorites in the
NASDAQ. Value stocks seemed somewhat resilient to the heaviness of the selling, and some even hit higher highs.
Bonds sold off as well with higher yields having an effect as investors prepared for a series of large interest rate hikes
expected from the Fed going into the first half of 2023. Annualized gross domestic product shrank by -1.4% following
the 2021’s 4th quarter growth of more than 6%. The investment outlook remains clouded by inflation concerns, the
terrible geopolitical effects of the Russian invasion of Ukraine, and the Federal Reserve’s stance on monetary policy.

US Equity Markets Take a Pause P/Es Have Risen, But Are Not Yet Stretched 2 Year & 10 Year Moving Higher
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Past performance is not indicative of future results.

The U.S. dollar moved higher in April, rising 0.77% as
measured by the Federal Reserve Trade-Weighted Nominal
Broad Dollar Index. The stronger dollar, headwinds for our
exports, is contributing to the U.S. trade deficit, which has
been worsening since the beginning of the pandemic.

U.S. ECONOMY

A U.S. Commerce Department report showed that economic
growth slowed in the 1st quarter of 2022 by -1.4%, as
measured by Gross Domestic Product. This, after a 6.9%
growth rate reported for the 4th quarter of the previous year.
However, the market does not expect this slowdown to
change the Fed’s reported plans to continue raising interest
rates again as early as the first week of May. The government
data for the 1st quarter also showed that personal
consumption increased by 2.7%, a figure which tends to
mitigate the GDP slowdown.

It’s important to consider that an imbalance between exports

and imports took the 1st quarter growth rate down by 3.2%. If
you remove that figure then growth would have come in at a
positive 1.8%, a more reasonable figure if reason has anything
to do with it.

Three major concerns remain for investors as we enter the
2nd quarter: 1) there’s inflation intertwined with 2) the
geopolitical effects of the Russian invasion of Ukraine, and 3)
the widespread shift of central banks from easy to tighter
monetary policy.

In the background is Russian leadership dropping hints about
the use of nuclear weapons, not at all helpful to the kind of
mood required for global economic growth.

INVESTMENT OUTLOOK

The Federal Open Markets Committee meets this week to
decide whether and how much the Fed Funds rate should be
raised. The bond market has already priced in a large series of
hikes; therefore, a hike might not shake up interest rates that
much. On the other hand, if it’s clear that more hikes and
higher rates than expected are on the way, the impact on
bonds and stocks could be greater than previously considered.
Over the long-term, the best place for investments is a
carefully selected mixture of the right kind of stocks and the
right kind of bonds. We are undergoing great shifts in markets
as indicated by the recent weakness in growth (not just in so-
called “disruptive innovation” but in the entire array of former
big name tech leaders) and the renewed interest in value. A
thoughtful and considered approach of care and of caution is
especially warranted. We continue to recommend a well-
diversified portfolio of high-quality investments held for the
long-term as the best course of action.

Manufacturing: Normalizing Consumer Spending: Still Strong Core Inflation: at 30-year High

April Last 12 Mos.

Dow Jones Industrial Average -4.8% -0.8%

Nasdaq Composite -13.2% -11.1%

S&P 500 Composite -8.7% 0.2%

S&P MidCap 400 -7.1% -7.0%

S&P SmallCap 600 -7.8% -8.5%

MSCI World  ($) -8.3% -3.5%

MSCI World ex U.S. ($) -6.6% -6.7%

Bloomberg U.S. Aggregate -3.8% -8.5%

90-Day Treasury Bills 0.0% 0.1%

Consumer Price Index NSA* (Mar 2022) 1.2% 8.5%

*NSA: Not Seasonally Adjusted     Sources: Bloomberg LP & Wright Investors' Service, Inc.

Total Investment Returns — 4/30/2022
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