
A 
fter a year and a half of smooth 

sailing, stock market investors 

find themselves in choppy waters 

once again, as market volatility reas-

serts itself in the early months of 

2022.  At its worst levels, the S&P 

500 Index was down more than 12% 

from the start of the year, before cut-

ting those losses in half by quarter-

end.  The bounce was short-lived, 

however, and as of late April, the in-

dex is again plumbing its 2022 lows.   

The principal catalyst for the stock 

market’s woes is inflation, which has 

vaulted higher than Federal Reserve 

officials anticipated and remained 

there for longer than they had hoped.  

Inflationary pressures have led to a 

dramatic rise in interest rates, which is 

causing stock prices to recalibrate to 

a backdrop not seen in some time.  

The Russian invasion of Ukraine has 

only added to the pressure.   

Rising interest rates are a bane to 

bond investors as well, and fixed in-

come markets experienced one of the 

worst quarters in history.  The Bloom-

berg Global Aggregate Bond Index 

declined by nearly 6%, and losses 

continued to pile up in April.   From 

global and US broad market indices, 

to state and local, corporate, mort-

gages, and high yield debt, there has  

seemingly been no place for fixed 

income investors to find cover. 

Despite the initial estimate of first 

quarter GDP coming in at a negative 

1.4% annual rate, the sum of eco-

nomic data continue to show 

strength. The economy added an im-

pressive 1.7 million jobs in the first 

quarter alone. The unemployment 

rate has fallen at an unprecedented 

pace during this recovery, and at 

3.6% is close to historic lows.  At the 

end of the first quarter, initial claims 

for unemployment fell to 166,000, 

the lowest since the 1960s.  The 

strength of the labor market is a boon 

for consumers, and consumer spend-

ing is the largest contributor to the 

U.S. economy.   

As it happened, consumer spending, 

the housing market and business in-

vestment added 3.2% to growth in the 
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Index Returns (through 3/31/22)                Year-to-Date Twelve Months  

Dow Jones Industrials          -4.10%           +7.11% 

Standard & Poors 500            -4.60%         +15.65% 

M.S. EAFE (Developed Markets Foreign Stocks)       -5.79%           +1.65% 

M.S. EM Free (Emerging Markets Stocks)        -6.92%         -11.08%
Barclay’s Capital U.S. Aggregate Bond        -5.93%           -4.15% 

Barclay’s Capital US Corporate High Yield Bond       -4.84%           -0.66% 

t h e  f i n a n c i a l  p l a n n e r 

INTEREST RATE UPDATE 

From Barron’s 
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Now 

1 Yr 
Ago 

Prime Rate 3.50% 3.25% 

3-Month  
T-Bill Rate 

0.90% 0.02% 

5 Year CD - 
National Avg. 

0.39% 0.32% 

Freddie Mac 
30 Yr. Fixed 
Conventional 
Mortgage 

5.10% 2.98% 
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WHAT’S NEW? 

In 2016 California passed S.B. 

1234.  The bill created a new 

mandate for employers who do 

not already maintain a qualified 

retirement plan.   

Effective this June 30, employers 

with five or more employees are 

required to enroll their employees 

in California’s state-run retirement 

plan, “Cal Savers”.   

In most cases, employers will find 

it more advantageous to adopt 

their own private plan. 

We are here and ready to help 

our small business owner clients 

make the most appropriate deci-

sion for  their unique situation.  

Call us!  
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THE PERSPECTIVE PAGE  

HOME SWEET HOME 

We like to talk about market statistics in the context  

of “we haven’t seen that sort of move since…”  In 

that vein, here’s a doozy...through April, 2022 has 

seen the worst total return start for the 10yr U.S. 

Treasury bond (or proxies) since 1788, just before 

George Washington's presidency...a remarkable 

statistic which shows the degree to which the market 

has been blindsided by inflation. 

Rising interest rates have hit the mortgage market in 

a big way.  In the last four months the rate on a 

conventional 30-year fixed mortgage has jumped 

from 3% to well over 5%. Combined with dramatic 

home price appreciation, higher mortgage rates are 

making homes less affordable for conventional buy-

ers.   

Rents have been rising as well, but as the graphic 

below illustrates, the double whammy described 

above has caused the buy vs. rent decision to skew 

back toward renting at least for now.   

Normally, we would say that such dramatic moves 

in rates and prices would raise big red flags about 

the stability of the housing market, and by exten-

sion, banks, home builders, home improvement retail-

ers etc.   

But this time is probably different.   

Fallout from the financial crisis of 2008 paved the 

way for new institutional participants to enter the mar-

ket.  What previously existed as a market of small en-

trepreneurs buying homes out of foreclosure and re-

habbing/flipping them morphed into a market in 

which large private equity firms began buying hun-

dreds of homes with the idea of building long-term 

rental portfolios.  To-date, those companies have de-

ployed billions and remain in the market with ample 

cash in reserve for additional purchases. For these 

players, mortgage rates are less important.   

So while these large institutional buyers are likely 

making it more difficult for first-time buyers to achieve 

the dream of home ownership, they are also likely to 

represent additional support for home prices; good 

news for those who already own a home, and good 

for the residential real estate sector writ large, and the 

financial institutions that support it. 
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first quarter, while more volatile components of GDP 

detracted; government spending slowed, inventory 

building stalled, imports surged and exports cratered 

as economic growth slowed around the world - large-

ly due to the Russian invasion of Ukraine and now 

exacerbated by draconian COVID lockdowns in Chi-

na.    

Inflation is running at its fastest pace in more than a 

generation. Year-over-year, CPI is up 8% and the em-

ployment cost index, which includes benefits as well 

as wages, is up 4.5%, the fastest pace in forty years 

for the former and nearly thirty years for the later.  The 

good news is that so far, inflation has not derailed 

domestic spending.  The bad news is that the resili-

ence of the U.S. consumer means more heavy lifting 

for the Federal Reserve.  

The Federal Reserve’s Open Market Committee 

(FOMC) has taken note and acknowledged that it is 

behind the curve.  The committee recently increased 

the Fed Funds rate by 25 basis points, lifting short-

term rates above zero for the first time since the be-

ginning of the COVID pandemic.  And they are 

poised to accelerate the pace of rate hikes, raising the 

specter of 50 and even 75 basis point hikes after up-

coming meetings (a basis point is 1/100th of 1%).  

Over the rest of 2022 we will almost certainly witness 

the most rapid tightening of U.S. monetary policy 

since the 1980s, albeit from a historically loose start-

ing point.     

While stocks are decidedly negative on the year, the 

performance of corporate America has been anything 

but.  With over 50% of S&P 500 companies having 

reported their first quarter results, quarterly profits are 

up 8.6% year over year, according to research firm 

Refinitiv.  The situation has become muddled though, 

as rising input costs and supply chain problems put a 

dent in the outlook for some companies, and the eco-

nomic reopening casts new lists of winners and losers. 

Even so,  forward estimates of 2022 earnings growth 

held steady (at +8.8%) and for 2023 expectations 

have inched up to +9.9% from +9.8%.    

The combination of higher profits and lower prices 

has made the stock market cheaper from a statistical 

perspective.  The twelve-month trailing price to earn-

Markets (Continued from page 1) ings ratio of the S&P 500 has fallen from over 23 to 

around 19 and the twelve-month forward price to 

earnings ratio has fallen from nearly 22 to around 

17.5 over that same period.  This does not leave 

the market cheap by historical standards, but it 

does place it near long term averages.   

And credit markets continue to look healthy, despite  

the poor performance of bonds.  The trailing 12-

month default rate in the corporate credit market 

sits very near all-time lows.  The forward-looking 

distress ratio, which measures corporate loans trad-

ing below 80 cents on the dollar, sits at just 1.5%, 

also a very low number.   

As we consider the outlook for the rest of 2022, 

uncertainty is high.  Seasonality is a negative - the 

second quarter of a mid-term election year is histor-

ically the worst quarter of the four-year Presidential 

cycle.  A protracted war in Ukraine and the unpre-

dictability of Vladimir Putin can be discounted to an 

extent, but worst-case scenarios imply devastating 

impacts that transcend investment portfolios.  Even 

in a best-case scenario, we can expect disruptions 

to global food and energy markets and a negative 

shock to economies across Europe, as well as 

knock-on effects in the Middle East, Africa and 

Asia. Further east, China’s blooming COVID prob-

lems stand to further muck up the works of the 

global economy. Draconian lockdowns are likely to 

impair supply-chains, which could  add to inflation-

ary pressures in the U.S., even while a Chinese 

slowdown puts downward pressure on industrial 

metals prices and contributes to a strengthening 

dollar; forces which potentially push inflation down.   

Inflation remains the wildcard.  Should it peak with-

in the next few months and recede back toward the 

3-4% range in the second half of 2022, the Fed 

may be credited with engineering a coveted “soft-

landing” and investors may enjoy a bounce back in 

markets along with it.  On the other hand, the long-

er inflation stays hot, the more entrenched it is likely 

to become, the more aggressive monetary policy 

will be, and the more likely the economy will suffer 

a “hard landing”.  In that scenario, the prospect of 

a recession by late 2022/early 2023 grows, and as 

we know well, a recession is no friend to stock mar-

ket bulls.   



 

This month Maria and I off to Cleveland, referred to by some as 
“the mistake by the lake”.  Regardless of its reputation I have a 
fondness for the city, principally for its circular connection to my 
family.  My mother was born in Cleveland, although the family 
moved to Southern California while she was a young girl.  As the 
story goes, the deciding factor was ragweed, which my mom’s doc-
tor told the family was triggering her asthma.  So my grandpar-
ents sold off most their belongings, cobbled together money to buy 
a car, and off to Glendale they went, casting Cleveland off as 
nothing more than a footnote in the narrative of our lineage.   

It was thus quite an irony when some 75 years later my daughter 
Ashley settled there after gaining admission to the Master’s Degree 
program in Medical Physiology at Case Western Reserve Universi-
ty.  Her Master’s Degree was itself just a stepping-stone in a long 
and deliberate path toward her ultimate goal, which was acceptance 
into a Dental Program at a leading school for such things...which 
Case happens to be.  Two years later, Case rewarded her for her hard 
work and perseverance with an acceptance letter from the Dental 
School.  And now, another four years later, Ashley is graduating 
in the top 10% of her class and is set to begin her career as the first 
dentist from the west coast wing of our family. And we couldn’t be 
any prouder!  

My mom and step-dad are accompanying us on the trip, and we’re 
very much looking forward to celebrating together.   

For my mom, the trip marks her first return to Cleveland since the 
early 40’s, when the family piled into that Depression-era bucket-
of-bolts and made the trek west to the promise of Southern Califor-
nia.   

I don’t imagine anything will look much like she remembers! 

Ashley and her Grandma - Two Lovely Smiles! 
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Glenn Goldman is a Registered Principal 
with and securities are offered through  

LPL Financial, member FINRA/SIPC.  
Investment advice offered through Goldman 
Lancaster, Inc. a registered investment advi-

sor and separate entity from   
LPL Financial.    
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These articles are for general information only 
and are not intended to provide specific ad-
vice or recommendations for any individual. 
Consult your financial advisor, attorney, ac-
countant, or tax advisor with regard to your 
individual situation. Please contact us if there 
are any changes to your financial situation or 
investment objectives.  The economic fore-
casts set forth in the presentation may not 
develop as predicted and there can be no 
guarantee that strategies promoted will be 
successful. Past performance does not guar-
antee future performance and your actual 
results will vary.  The S&P 500, Nasdaq Com-
posite and Russell 2000 indexes are unman-
aged indexes reflecting the overall returns 
attained by leading US stocks.  The MS EAFE 
and MSCI Emerging Markets Indexes are un-
managed indexes comprised of leading 
stocks in established foreign and emerging 
market countries, respectively. The Barclays 
Capital bond indexes are representative of 
total returns earned by various segments of 
the bond market.  Indexes cannot be invested 
into directly. Stock investing involves risk 
including loss of principal. International and 
Emerging Markets investing carries special 
risks such as currency fluctuation and politi-
cal instability.  Bonds are subject to market 
and interest rate risk if sold prior to maturity.  
Bond values will decline as interest rates rise 
and bonds are subject to availability and 

change in price.    

THANK YOU! 

...to the following clients and col-

leagues for showing your confidence 

in us by referring your friends, family 

members, associates and clients  

during the last three months…  

 

Amir Zee, Michael Carder, 
Kathryn Sadigh-Behzadi,  

Connie Sziebl, Cecilia Larios,      
Jennifer Lumsdaine 

& 
Jason Rackemann 


