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THE MARKETS
Investors thought they heard a dovish 
note from the Federal Reserve and           
markets rallied.

Last week, we learned from the Bureau 
of Economic Analysis (BEA) that economic 
growth in the United States slowed for 
the second consecutive quarter. Economic 
growth is measured by gross domestic 
product, or GDP, which is the value of all 
goods and services produced during a 
specific period. GDP includes household, 
business and government spending, as well 
as exports and imports.

Before inflation, the U.S. economy grew 
by 6.6 percent in the first quarter of 2022 
and by 7.9 percent in the second quarter, 
according to the FRED Economic Data. 
After inflation, GDP shrank by 1.6 percent 
in the first quarter and by 0.9 percent in 
the second quarter.

Is it a recession or isn’t it?

Two consecutive quarters of negative 
growth is the popular definition of 
recession, and there was a lot of debate 
last week about whether the U.S. is in 
a recession. One reason for the debate 
is that the main driver of U.S. economic 
growth is household spending, which 
accounts for about 68 percent of GDP. 
During the first half of the year, household 
spending continued to increase, although 

it slowed.

“While a low unemployment rate and still-
healthy consumer and corporate balance 
sheets mean the economy continues to 
show resilience for now, expectations 
that the U.S. will enter a formal downturn 
within the next year continue to rise,” 
reported Megan Cassella of Barron’s.

Financial markets rallied

In unscripted remarks, Fed Chair Jerome 
Powell indicated that interest rates had 
reached a neutral level. When rates 
are neutral, monetary policy is neither 
contractionary nor expansionary. Investors 
took Powell’s comment to mean the Fed 
might ease rates sooner rather than later, 
and markets rallied, wrote Economist 
Mohamed A. El-Erian in a Bloomberg 
opinion piece.

“The S&P 500 soared 4.3% for the week 
and 9.1% in July, the best monthly advance 
since November 2020…Treasury yields 
dropped across the curve as well…Taken 
together, the equity and bond rallies 
helped loosen U.S. financial conditions,” 
reported Katherine Greifeld and Vildana 
Hajric of Bloomberg.” 

While the rally was welcomed by investors, 
looser financial conditions are the opposite 
of what the Fed wants to achieve. It is 
trying to tighten financial conditions and 
reduce demand. It appears the Fed has 
more work to do.

Data as of 7/29/22 1 WEEK YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

Standard & Poor's 500 Index 4.3% -13.3% -6.5% 11.0% 10.8% 11.5%

Dow Jones Global ex-U.S. Index 1.8 -17.6 -18.8 0.6 0.1 2.9

10-year Treasury Note (yield only) 2.6 N/A 1.3 2.1 2.3 1.5

Gold (per ounce) 1.0 -3.7 -4.2 7.3 6.7 0.8

Bloomberg Commodity Index 4.6 22.9 24.9 15.5 7.6 -1.7

Notes: S&P 500, DJ Global ex US, Gold, Bloomberg Commodity Index returns exclude reinvested dividends (gold does not pay a dividend) and 
the three-, five-, and 10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the day on each of the 
historical time periods.  Sources: Yahoo! Finance, MarketWatch, djindexes.com, London Bullion Market Association. Past performance is no 
guarantee of future results.  Indices are unmanaged and cannot be invested into directly.  N/A means not applicable.  
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COMPANY SALES AND PROFITS 
WERE UP IN THE SECOND QUARTER  
A perceived dovish tilt at the Fed wasn’t the only reason 
stocks rallied last week. It’s earnings season – that 
wonderful time when leaders of publicly traded companies 
tell investors how they performed during the last quarter 
and share expectations for the future. Investors review the 
information and use it to make decisions about whether to 
buy, sell or hold shares.
More than half of companies in the Standard & Poor’s 
500 Index had reported by the end of last week. Earnings 
(profits) were better than expected for about three out of 
four of those companies. So far, companies in the energy 
and industrials sectors are the standouts for the second 
quarter. Energy sector earnings were up 290.3 percent 
and industrial sector earnings were up 25.7 percent, 
reported John Butters of 
FactSet. The consumer 
discretionary (down 17.9 
percent) and financials 
(down 25.0 percent) 
sectors are the weakest 
performers, to date.
Revenue, which is the 
value of goods and 
services sold, was up 
more than 12 percent 
among the companies 
that have reported so far. 
Every sector of the index 
reported higher revenue 
for the second quarter 
with energy (up 66.4 
percent), materials (up 
16.1 percent), and real 
estate (up 14.7 percent) 
leading the way. The 

communication services (up 5.8 percent) and financials (up 
2.5 percent) sectors lagged.
“Despite worrisome signals from economic proxies like 
[a big box retailer] and [a shipping and supply chain 
management company], the earnings season as a whole 
has turned out to be brighter than expected...That’s 
fueling speculation that Corporate America will be able to 
weather the perfect storm of hot inflation, jumbo-sized 
rate hikes and dwindling growth,” reported Rita Nazareth 
of Bloomberg.
While a significant number of companies have yet to 
report, blended second quarter earnings for companies in 
the Standard & Poor’s 500 index were up 6 percent.

WEEKLY FOCUS - THINK ABOUT IT

"Let your 

dreams 

outgrow the 

shoes of your 

expectations.”
—Ryūnosuke Satoro, author and poet
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P.S.  Please feel free to forward this commentary to family, friends, or colleagues.  If you would like us to add them to the list, please reply to this e-mail with their e-mail address and 
we will ask for their permission to be added.  Michael A. Poland, CFA® – Financial Advisor and Portfolio Manager.  Mike is a Chartered Financial Analyst with a BA from Michigan State 
University and an MBA from the University of St. Thomas, in St. Paul, Minnesota. Mike has been in the financial service industry since 1989. Mike’s prior experience was with PaineWebber, 
Merrill Lynch and Rehmann Financial. Mike is a member of the CFA Society of West Michigan, and has served on the boards of The Builders Exchange of Grand Rapids and West Michigan , 
Mona Shores Education Foundation. and the West Michigan Symphony Orchestra. Mike lives in Norton Shores with his wife and three children. 

Investment advisory services offered through Braeburn Wealth Management, an SEC Registered Independent Adviser. * These views are those of Carson Group Coaching, and not the 
presenting Representative or the Representative’s Broker/Dealer, and should not be construed as investment advice. * This newsletter was prepared by Carson Group Coaching. Carson 
Group Coaching is not affiliated with the named broker/dealer. * Government bonds and Treasury Bills are guaranteed by the U.S. government as to the timely payment of principal 
and interest and, if held to maturity, offer a fixed rate of return and fixed principal value. However, the value of fund shares is not guaranteed and will fluctuate. * Corporate bonds are 
considered higher risk than government bonds but normally offer a higher yield and are subject to market, interest rate and credit risk as well as additional risks based on the quality of 
issuer coupon rate, price, yield, maturity, and redemption features. * The Standard & Poor's 500 (S&P 500) is an unmanaged group of securities considered to be representative of the 
stock market in general. You cannot invest directly in this index. * All indexes referenced are unmanaged. Unmanaged index returns do not reflect fees, expenses, or sales charges. Index 
performance is not indicative of the performance of any investment. * The Dow Jones Global ex-U.S. Index covers approximately 95% of the market capitalization of the 45 developed and 
emerging countries included in the Index. * The 10-year Treasury Note represents debt owed by the United States Treasury to the public. Since the U.S. Government is seen as a risk-free 
borrower, investors use the 10-year Treasury Note as a benchmark for the long-term bond market. * Gold represents the afternoon gold price as reported by the London Bullion Market 
Association. The gold price is set twice daily by the London Gold Fixing Company at 10:30 and 15:00 and is expressed in U.S. dollars per fine troy ounce. * The Bloomberg Commodity Index 
is designed to be a highly liquid and diversified benchmark for the commodity futures market. The Index is composed of futures contracts on 19 physical commodities and was launched on 
July 14, 1998. * The DJ Equity All REIT Total Return Index measures the total return performance of the equity subcategory of the Real Estate Investment Trust (REIT) industry as calculated 
by Dow Jones. * Yahoo! Finance is the source for any reference to the performance of an index between two specific periods. * Opinions expressed are subject to change without notice 
and are not intended as investment advice or to predict future performance. * Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful * Past performance does not guarantee future results. Investing involves risk, including loss of principal. * You cannot invest directly in an index. * Stock 
investing involves risk including loss of principal. * Consult your financial professional before making any investment decision.  
* To unsubscribe from the “Weekly Commentary” please reply to this e-mail with “Unsubscribe” in the subject line, or write us at Braeburn Wealth Management, 111 W. Western Avenue, 
Muskegon, MI 49442
Sources:
https://www.bea.gov/sites/default/files/2022-07/gdp2q22_adv.pdf
https://fredblog.stlouisfed.org/2015/08/gdp-components-volatility/#:~:text=The%20four%20components%20of%20GDP,in%20lockstep%20with%20each%20other.
https://fred.stlouisfed.org/series/GDP#0 (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/08-01-2022_FRED%20Data_3.pdf) 
https://fred.stlouisfed.org/series/DPCERE1Q156NBEA
https://www.barrons.com/articles/q2-gdp-report-numbers-recession-51658959193?mod=hp_columnists (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/08-01-2022_Barrons_U.S.%20Economy%20
Shrank%20Again.%20Economists%20Arent%20Ready%20to%20Call%20it%20a%20Recession_5.pdf) 
https://www.bloomberg.com/opinion/articles/2022-07-27/fed-meeting-are-interest-rates-at-neutral-markets-certainly-hope-so (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/08-01-2022_Bloomberg_
Are%20Interest%20Rates%20at%20Neutral%3F%20Markets%20Certainly%20Hope%20So_6.pdf) 
https://www.bloomberg.com/news/articles/2022-07-29/shock-july-stock-rally-was-a-monster-the-fed-may-regret-seeing (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/08-01-2022_Bloomberg_Shock%20
July%20Stock%20Rally%20Was%20a%20Monster%20the%20Fed%20May%20Regret%20Seeing_7.pdf) 
https://www.investopedia.com/ask/answers/08/earnings-season.asp 
https://insight.factset.com/sp-500-earnings-season-update-july-29-2022 
https://www.bloomberg.com/news/articles/2022-07-28/us-futures-jump-on-earnings-cooling-fed-hike-bets-markets-wrap (or go to https://resources.carsongroup.com/hubfs/WMC-Source/2022/08-01-2022_Bloomberg_
Stocks%20Stage%20Comeback%20with%20Best%20Month%20Since%202020_10.pdf) 
https://www.brainyquote.com/authors/ryunosuke-satoro-quotes 
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