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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. 
 
 
Rate-Hike Worries, Economic Uncertainties Cloud Outlook 
 
The table of returns reflects a continued drop in stocks and rise in yields during the third quarter. 

Index Q3 Return*  YTD Return 
DJIA1 -6.66% -20.95% 
NASDAQ Composite2 -4.11% -32.40% 
S&P 500 Index3 -5.28% -24.77% 
The Global Dow4 -9.68% -23.44% 
Bond Yields Yield as of Sept 30 & Q3 Change* Yield as of Dec 31, 2021 
3-month T-bill 3.33%        +1.61% 0.06%           
2-year Treasury 4.22%        +1.30% 0.73% 
10-year Treasury 3.83%        +0.85% 1.52% 
30-year Treasury 3.79%        +0.65% 1.90% 
Commodities Price as of Sept 30 & Q3 Change* Price as of Dec 31, 2021 
Oil per barrel5 $79.74         -$26.02 $75.21 
Gold per ounce6  $1,668.30     -$139.60 $1,828.60 

Sources: U.S. Treasury, MarketWatch *Q3: June 30, 2022 – September 30, 2022, and YTD: Dec 31, 2021 - September 30, 2022 
 
In July, the Federal Reserve hiked the Fed Funds Rate by another 75 basis points to 2.25% - 2.50% 
(basis points = bp; 1 bp = 0.01%).  Some of Jay Powell’s remarks seemed to suggest the Fed might pivot 
and slow its pace of rate increases, and predictably stocks gained ground.  In fact, the S&P 500 Index 
retraced more than 50% of its prior peak-to-trough decline (Bloomberg News).   

But at the end of August, Fed officials pushed back on the idea of a Fed pivot.  Powell’s short but direct 
nine-minute speech at a symposium in Jackson Hole Wyoming emphasized the Fed’s resolve to bring 
inflation back down, and equities gave up ground. 

A disappointing Consumer Price Index in September and a very hawkish tone from the September 21st 
Fed meeting, including another 75 bp rate hike, signaled a strong determination to squash inflation, and 
market volatility continued into the end of the month. 
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The Fed’s forecasting models are not that credible right now since they failed to forecast the initial 
strength of the economic recovery and bet that last year’s surge in inflation would be transitory.  
Regardless, the shift in the rate forecast caught the attention of short-term traders. 

The Fed raised its year-end 2022 forecast for the Fed Funds Rate by 100 bp to 4.4% and its year-end 
2023 forecast by 80 bp to 4.6%.  This is a significant change in a mere three months, and it signals that 
November might give us a fourth straight 75 bp rate hike, and another 50 bp rate hike in December. 

Even without those hikes, the Fed’s campaign has been the most aggressive since the second half of 
1980, when it lifted the Fed Funds Rate from about 9% to 19% in just six months, according to data from 
the St. Louis Federal Reserve. 

 

Bottom line 

The speed and tenacity of the Fed’s moves have jarred investors because higher interest rates compete 
for investor dollars and hamper economic growth.  Adding to the financial instability is the soaring dollar 
against other major currencies, which has occurred amid heightened global uncertainty and higher rates 
at home (rising interest rates encourage foreign investors to seek higher returns in the U.S.).  Additionally, 
the Fed’s campaign is raising fears that it could “break” something in financial markets, whether in the 
U.S. or abroad.  
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Blue line is actual fed funds rate.  Red-dotted line represents Fed projection for year-end 2022, 2023, 2024, 2025. 
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Although markets typically have an upbeat Q4, according to S&P 500 data from the St. Louis Federal 
Reserve, inflation has yet to decisively move to the downside, so the Fed continues its aggressive stance. 

Furthermore, an economic downturn is a real possibility next year. 

But bear markets end when negativity is high as we saw in 2009, the steep market corrections of 2011 
and 2018, and again in 2020.  During the recovery from the 2008 - 2009 financial crisis and the pandemic-
led bear market, sentiment remained decidedly negative as stocks initially rallied. 

Because of the many unknown variables economic and market forecasting is extremely difficult, but the 
table below offers a historical perspective.  

 

Declines in the S&P 500 Index since the end of WWII 

Decline Number of 
Declines 

Average 
Decline 

Average 
Months of 

Decline 

Average 
Months to 
Recover 

  5% - 10% 86   -6.7%   1.0   1.5 

10% - 20% 28 -14.0%   4.0   4.0 

20% - 40% 9 -27.9% 10.6 13.8 

40% + 3 -51.4% 22.8 58.0 

            Source: Guggenheim 5/16/2022 
            The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  
            Past performance is no guarantee of future results. 
 
The current peak-to-trough decline for the S&P 500 is 25.2%, through September 30.  

 

 

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 that you have a choice of financial services firms, and we appreciate 
and value your continued support.  Our goal is to provide our clients with the very 
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 which 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 2022. 
 
 

 

                                                                                                       

 

 

(314) 394-2354 

www.leerfinance.com 

 

Eric Rechtin 
Eric@LEER-Financial.com 

 

Chris Hartrich 
Chris@LEER-Financial.com 

 


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

