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Parker Gerard, CFA  

Recently, I was at dinner with some friends at one of our favorite local Greek restaurants. It 
was a beautiful night especially because the restaurant was on Lake Ivanhoe here in 
Downtown Orlando. As we were watching the sun set my friend Gabby looked at me and 
asked, “Hey Parker, are we in a recession?” I have to admit, this question took me by 
surprise a little bit because in the few years I’ve known my friend Gabby, not once has she 
ever asked me a finance/economics related question.  

Fast forward a week or so, on June 15th, Ryan and I were onsite with one of our 
retirement plan clients and doing one on one meetings with plan participants. Usually, 
we spend a lot of time talking about the basics of investing in a retirement plan, like 
the differences between pre-tax and Roth contributions, recommended contribution 
amounts, and setting beneficiaries. However, at 2PM on June 15th the Federal Reserve 
(Fed) was scheduled to make an interest rate decision, and surprisingly everyone who 
walked in my door had questions about the Fed. Now, I’m more than happy to answer 
these types of questions and have conversations discussing broader economics, but in 
my 7 years of experience here at Evolve Advisor Group, I don’t remember ever getting 
this many Fed related questions from retirement plan participants during a 30 minute 
one on one meeting.  

The economy seems to be on everyone’s mind nowadays, even more so than during 
the COVID-19 led recession in 2020 and the subsequent rebound thereafter. I can only 
speculate as to why Americans seem to be more focused than usual on the broad 
economy, but the point that I’m trying to make is that it seems to be top of mind for 
everyone, including our clients.  

Market Summary 

The second quarter was tumultuous to say the least as we officially saw the S&P 500 
enter bear market territory which marks at least a 20% decline from it’s previous 
market high. Other indexes have not fared much better. I’ve included a summary of 
most major indexes below.  

http://www.evolveadvisorgroup.com/
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Returns Summary 

The Fed 

Inflation has been the primary focus for the market so far this year, and with the most 
recent CPI report sitting at 8.5% there’s good reason to have concern. It’s understood 
that if prices increase, then consumers and business can’t purchase as much which 
would provide a headwind to growth. However, the biggest concern with inflation I 
believe is the response from the Federal Reserve.  

As a reminder the Federal Reserve follows a dual mandate: 

• Maximum Employment

• Price Stability

The most recent unemployment report as of 7/8 shows that unemployment remained 
steady at 3.6% which is almost the lowest on record. In this aspect, the Fed has done a 
great job in facilitating a speedy recovery in the labor market following the 2020 
recession.  

However, with inflation well above the 2% target, the Fed seems to be behind the 
eight ball as it relates to price stability which explains why we saw a surprise 0.75% 
hike in interest rates during their most recent meeting in June. The chairman of the 
Fed, Jerome Powell, typically provides guidance to the market with the planned 
interest rate decisions months in advance. Powell indicated that the Fed planned to 
raise interest rates by only 0.50% in June, however after an ugly inflation report the 
Friday before, the Fed almost overnight decided to pivot to a more aggressive 0.75% 
hike. Powell further made hawkish comments stating that he is more concerned about 
the risk of failing to stamp out high inflation than about the possibility of raising 
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interest rates too high and pushing the economy into a recession. For this reason, we 
should expect further aggressive rate hikes through the end of the year. 

Labor Market 

Now, not all news lately has been bad news. One bright spot for the economy has 
been the sustained strength of the labor market. Job gains in June slowed modestly 
month over month but were much better than expected with payrolls increasing 372k 
vs 275k expected. Job growth was widespread led by gains in education, health care, 
leisure and hospitality, and professional business services. In addition, the most recent 
JOLTS report showed 11.25M job openings meaning that there are currently 1.9 job 
openings for every unemployed individual in the labor market. The labor market has 
continued to persist and should provide an important tailwind for the economy.  

Valuations 

One of the encouraging bright spots in the market today should be current valuation 
metrics such as the price to earnings ratio (P/E). The P/E ratio is an important metric 
because it tells us how much investors are willing to pay for a dollar of earnings. For 
instance - if a stock traded at $10 per share and the company had $1 of earnings per 
share, we would say that the company is trading at 10 times their earnings.  

As you can see in the chart below, we are seeing that the S&P 500 is trading at roughly 
16 times earnings which is slightly below the markets long-term average of 17. As 
valuations continue to decrease, we would say that stocks are getting cheaper and 
therefore more attractive for new investors. 
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Best Practices 

So, what should investors do? I remember when I was a child, maybe only five or six 
years old and I was sitting in my parent’s room watching my mom do some ironing. At 
one point, my mom flipped the iron up and left to use the bathroom. As she was 
leaving, she said, “Don’t touch that iron!” Of course, I didn’t listen, and I walked right 
up and smacked the iron with my bare hand. I don’t remember much after that 
(although according to my mom I started crying) however, if you looked close enough, 
you could make out a small handprint on the bottom of my mother’s iron for years 
after that. Needless to say, I learned a very important lesson that day.  

One of the biggest questions we’ve been getting lately is – Should I stay in the market, 
or should I get out? One thing we know, is that a bull market has always followed a 
bear market and in most instances the market has acted as a leading indicator for the 
overall economy. This is very important because there have been many instances 
where the market rebounds quickly while the economy is continuing to get worse.  

We saw this in 2020. The market bottomed in March of 2020 right in the beginning of 
the COVID-19 led shutdown. Unemployment jumped and GDP plummeted thereafter, 
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but the market rebounded very strongly. 

We saw this in 2009. The market bottomed in March of 2009 just months after 
Lehman Brothers filed for bankruptcy. Unemployment and foreclosures continued to 
climb; however, this marked the beginning of the longest bull market in history.  

The cost of missing a market rebound can truly be painful. In fact, on average we see a 
40% rebound in equities within one year following a bear market meaning that 
markets can rebound very quickly and if we miss it then we will see lasting impacts on 
our long-term performance for years to come.  

I’ve gone ahead and included a summary on Bear Markets from our partners over at 
PGIM Investments which shows the history of bear market declines and recoveries 
over the past 60 years. Hopefully this will provide you with more insight. 

As always, Ryan and I thank you for your ongoing business. If you have any questions 
or would like to book an appointment to review your accounts, please don’t hesitate 
to contact us anytime.  

Disclosure: The opinions expressed in this commentary are those of the author and may not necessarily reflect those held by 
Kestra IS or Kestra AS. The material is for informational purposes only. It represents an assessment of the market environment 
at a specific point in time and is not intended to be a forecast of future events, or a guarantee of future results. It is not 
guaranteed by Kestra IS or Kestra AS for accuracy, does not purport to be complete and is not intended to be used as a primary 
basis for investment decisions. It should also not be construed as advice meeting the particular investment needs of any 
investor. Neither the information presented nor any opinion expressed constitutes a solicitation for the purchase or sale of any 
security.


