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Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is not 
possible to invest directly in an index. Note: views are from a U.S. dollar perspective. This material represents an assessment of the market 
environment at a specific time and is not intended to be a forecast or guarantee of future results. Source: Kestra Investment Management with data from 
FactSet. Index proxies: Bloomberg Municipal Bond Index, S&P US AGG Bond Index, S&P 500 US TIPS, ICE BofA US High Yield, S&P 500, MSCI World ex 
USA, MSCI EM, Dow Jones US Select REIT, Dow Jones Global X US, and Bloomberg Commodity Index. Data as of June 27, 2022.

Commodities are the 
only major asset class 

to have positive 
returns year-to-date 

2022

Stocks recently 
reached 20% below 
their recent peak, 
marking a bear 

market
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Past performance is not a reliable indicator of current or future results. Indexes are unmanaged and not subject to fees. It is 
not possible to invest directly in an index. Source: S&P, FactSet. Index proxies: S&P 500 Index sectors. Data as of June 27, 2022.

YTD % Returns

The Energy sector outperformed 
the broad market, aided by a 

continuing rebound in oil prices 
that gathered additional steam 
after the Russian invasion of 

Ukraine

Consumer 
discretionary stocks 
lagged on concerns 

around high 
inflation
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The Federal Reserve Turned More Hawkish

Source: Kestra Investment Management, Federal Reserve, FactSet. Data as of June 27, 2022.

Fed funds rate back 
to pre-Covid level

Fed less certain 
about inflation 
returning to target

But reiterated its 
commitment to 
lowering inflation

Changes from last FOMC statement 

After new data showed that inflation was not 
decelerating, the Fed increased rates even higher than 
expected
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Treasury Yield Curve Flirts with Inversion

Yields on the 10-year Treasury bond are about equal with 2-year yields. In 
previous periods when the 10-year yield has dropped below the 2-year, a 
recession has followed.

Source: Kestra Investment Management, Federal Reserve System, FactSet. Index proxies: 2 Year & 10 Year Treasury Index. 
Forward looking estimates may not come to pass. Past performance is no guarantee of future results. Data as of June 27, 2022.

Yield curve has briefly 
inverted but is not yet 
sending a strong 
recessionary signal
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Rate Hikes – and then Cuts?

Source: Kestra Investment Management, CME Group, Federal Reserve, FactSet.
Forward looking estimates may not come to pass. Past performance is no guarantee of future results. Data as of June 27, 2022.
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The futures market is 
pricing in continued 
aggressive Fed 
tightening over the 
next 9 months 

In an unusual twist, by the 
second half of 2023, the 
futures curve is predicting 
that the Fed will have to 
start cutting rates, 
presumably because 
economic growth will have 
slowed too much



State of the Economy
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Business and Economic Conditions Have Tightened

Source: Kestra Investment Management, Conference Board US & University of Michigan, FactSet. Data as of June 27, 2022.

Business conditions began 
tightening even in advance 
of the Fed hiking interest 

rates
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Consumers Expect Higher Inflation to Persist

Source: Kestra Investment Management, Department of Labor & Federal Reserve Bank of St. Louis, New York Fed Survey of Consumer 
Expectations, FactSet. Data as of June 27, 2022.

Consumer 3-year inflation expectations, by income level

Consumer expectations for inflation 
three years from now has 

increased. Those with lower income 
have the highest inflation 

expectations, likely because they 
have been hit hardest by increases 

in gas, food, etc.
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Housing Is Starting to Feel the Pinch

Average rate on a 30-year fixed-rate mortgage loan

Source: Kestra Investment Management, Freddie Mac, US Census Bureau, FactSet. Data as of June 27, 2022.

Housing starts

Housing is a key area where the Fed transmits monetary 
policy – as rates go up, mortgage rates tend to go up

Those higher mortgage rates are beginning to dent 
demand for new homes



Sign of Inflation Slowing?
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Some Commodity Prices Are Easing

Source: Kestra Investment Management, CRB, CME Group, USDA, FactSet. Grey shaded areas indicated recession periods. Data as of June 26, 2022.
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Source: Kestra Investment Management, US Bureau of Economic Analysis, Federal Reserve of St. Louis, FactSet. Grey shaded areas indicated recession periods. 

Data as of June 15, 2022.

Retail Inventories Building

Retail Inventories to Sales Ratio, Excluding Motor Vehicle and Parts 
Dealers

◊ When taking out autos, retail 
inventories are building as sales 
slow and supply chain 
disruptions ease

◊ Some retailers are talking about 
discounting goods in order to 
clear out excess inventory
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Jobs Remain Plentiful

Source: Kestra Investment Management, Department of Labor, FactSet. Grey shaded areas indicated recession periods. Data as of June 27, 2022.

The unemployment rate remains at 
one of the lowest levels in decades



Markets
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Equity Market Volatility Has Been Increasing

LTCM Crisis

9/11 
Attacks

Covid 
Pandemic 
Hits US

Global 
Financial 

Crisis

Source: Kestra Investment Management, Chicago Board Options Exchange, FactSet. Index proxy: VIX Index.
Forward looking estimates may not come to pass. Past performance is no guarantee of future results. Data as of June 27, 2022.

Earlier this year, the VIX touched its highest levels since the Covid crisis. But 
the measure of volatility has not crossed above the 36-40 range, which is 
often seen as a contrarian signal that the market is ready to rebound
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Equity Valuations Look More Attractive

12-month forward price-to-earnings ratio

Source: Kestra Investment Management, S&P Global, FactSet. Index proxy: S&P 500.
Forward looking estimates may not come to pass. Past performance is no guarantee of future results. Data as of June 27, 2022.

◊ Stock prices have declined despite 
earnings estimates holding steady, 
making valuations more attractive

◊ The current P/E on the S&P 500 is 
16.5x compared with 22x at the 
beginning of the year

◊ The pace of the valuation compression 
is one of the fastest in history 
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Earnings Outlook

*Estimates for 2022. Forward looking estimates may not come to pass. Past performance is no guarantee of future results. Source: Kestra 
Investment Management, FactSet. Data as of June 27, 2022.

S&P 500 earnings per share, historical and forward 
estimates

2018 2019 2020 2021 2022*
Estimate 

as of 
12/31/21

2022* 
Estimate 

as of 
6/15/22

$151.60 $157.12 

$122.37 

$208.21 

$222.94 $227.68 
• Despite the negative headlines, earnings 

estimates have increased since the beginning of 
the year

• Current estimates represent 9% growth over 
2021 earnings levels

• Given the tightening in business conditions, 
expect earnings estimates to decline from here

• Earnings can fall a fair amount from current 
expectations and still show positive growth
compared to last year
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Tough Start to the Year Presents an Opportunity

Investing involves risk, including risk of loss. Investment decisions should be based on an individual’s own goals, time horizon, and tolerance for 
risk. Asset allocation does not assure a profit or protect against a loss in declining financial markets. Past performance is not a reliable indicator 
of current or future results. Indexes are unmanaged and not subject to fees. It is not possible to invest directly in an index. Source: Bespoke 
Investment Group 6/13/22. Index proxies: S&P 500 Index, Bloomberg Aggregate US Bond Index.

“In terms of historical analysis, most of 

our work shows that if you have longer 

than a one-year time horizon, now is the 

time to be putting money to work rather 

than raising cash. Remember, the goal is 

to buy low and sell high, not buy high and 

sell low!”

- Bespoke Investment Group 6/13/22

Hypothetical portfolio with 60% stocks and 40% bonds, 6-month 
trailing returns

60/40 portfolios have had 
one of the worst starts to 
the year since the Global 

Financial Crisis
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Disclosure
This material is intended for information purposes only, and does not constitute investment advice, a recommendation or an offer or solicitation to purchase or sell any securities to any person in 

any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. Reliance upon information in this material is at the sole discretion of 

the reader. Investing involves risks. Asset allocation does not assure a profit or protect against a loss in declining financial markets. Different asset classes present different risks. Past 

performance is no guarantee of future results.

The opinions expressed in this commentary are as of June 27, 2022 and are those of the author and may not necessarily reflect those held by Kestra Advisor Services Holdings C, Inc., d/b/a 

Kestra Holdings, and its subsidiaries, including, but not limited to, Kestra Advisory Services, LLC, Kestra Private Wealth Services, LLC, Kestra Investment Services, LLC, Kestra Investment 

Management, LLC, Bluespring Wealth Partners, LLC, and Grove Point Financial, LLC. 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 any entity 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. This material was created to provide accurate and reliable information on the subjects 

covered but should not be regarded as a complete analysis of these subjects. It is not intended to provide specific legal, tax or other professional advice. The services of an appropriate 

professional should be sought regarding your individual situation. Kestra Advisor Services Holdings C, Inc., d/b/a Kestra Holdings, and its subsidiaries, including, but not limited to, Kestra Advisory 

Services, LLC, Kestra Private Wealth Services, LLC, Kestra Investment Services, LLC, Kestra Investment Management, LLC, Bluespring Wealth Partners, LLC, and Grove Point Financial, LLC 

does not offer tax or legal advice.

This communication does not take into account the investment objectives, risk profile or financial situation of any particular person and as such, investments mentioned in this document may not 

be suitable for all investors. Kestra Investment Management, LLC (“Kestra IM”) is not acting as an investment or other advisor, fiduciary or agent. The information contained herein is not intended 

to be an exhaustive discussion of the strategies or concepts mentioned herein or tax or legal advice. Recipients of this communication should obtain advice based on their own individual 

circumstances from their own tax, financial, legal and other advisors about the risks and merits of any transaction before making an investment decision, and only make such decisions on the 

basis of their own objectives, experience, risk profile and resources.

The information contained in this communication is based on generally available information and, although obtained from sources believed to be reliable, its accuracy and completeness cannot be 

assured, and such information may be incomplete or condensed. Any assumptions or information contained in this communication constitute a judgment only as of the date of this document or on 

any specified dates and is subject to change without notice. Insofar as this communication may contain historical and forward looking information, past performance is neither a guarantee nor an 

indication of future results, and future results may not meet expectations due to a variety of economic, market and other factors. Further, any projections of potential risk or return are illustrative 

and should not be taken as limitations of the maximum possible loss or gain. Any prices, values or estimates provided in this communication (other than those that are identified as being historical) 

are indicative only and may change without notice.

Kestra IM is under no duty to update this document and accepts no liability for any loss (whether direct, indirect or consequential) that may arise from any use of the information contained in or 

derived from this communication. Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested. Financial instruments or 

other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an adverse effect on the price or value of an investment in such products. This 

communication does not purport to identify all risks or material considerations which may be associated with entering into any transaction.

© 2022 Kestra Investment Management, LLC. All Rights Reserved.


