
It’s been a rough start to the year in financial markets with nowhere to hide. The broad-market S&P500 index closed out 

Friday down 13.3%, representing the worst four-month period to start a calendar year since 1939, when it declined 17.3% 

(see table). This is contributing to the unsettling, bearish tone that we are hearing from both market prognosticators and 

investors. 

 

Year First 4 Months % Change 

 

1932 

 

-28.2% 

1939 -17.3% 

2022 

 

1941 

-13.3% (as of 10:44am ET, 

5/1/2022) 

 

-12.0% 

1942 -11.85% 

1970 -11.5 % 

2020 -9.9% 

1973 -9.4% 

1960 -9.2% 

1962 -8.8% 

 Source: Dow Jones Market 

Data 

 

The other major equity benchmarks aren’t faring much better. The technology- laden Nasdaq Composite Index finished 

down 21.2%, representing the biggest such fall for the Nasdaq Composite since its advent in 1971. 

 

It’s also worth noting that, bonds, traditionally perceived as a place of refuge for investors as stocks fall, haven’t offered 

much comfort. The iShares 20+ Year Treasury Bond ETF (TLT) is down -19.4% while the Aggregate Bond Index is down - 

10.8% so far in 2022 as interest rates are on the rise. 



 

 

 

As investors we must understand what we sign up for when investing in the stock and bond market. We invest and in 

exchange for compounding wealth over time we accept there will be ups and downs along the way. In turn, we should not 

enter into an investment with the following premise: “I’m going to buy and see how it goes. But if I lose a lot of money and 

get scared, I’m going to panic sell and then regret that decision later on.” But that’s what happens when you buy 

something without a strategy, plan, or process and emotions take over. 

 

There are numerous studies showing the probability of perfectly timing a market bottom is low. Then the low probability of 

doing so followed by perfectly timing a market top is much slimmer. Even worse, daily return data from the stock market 

indicate that there's very little margin for error. You might think that timing things correctly within a few weeks or months 

can be successful, but you actually need a lot more precision given the sharp increases that typically happen near market 

bottoms. This is why there aren’t many successful and well-known traders throughout history. 



 

Instead, history shows staying invested combined with trading around the core portfolio produces the best long-term 

results. This strategy was deployed by some of the best investors of all time, Warren Buffet, Jack Bogle, and Peter Lynch, to 

name a few. This is the basis of our portfolio strategy at Prosperity Advisors. We hold a core portfolio diversified across 

segments that benefits from modern portfolio theory. We trade around the core by selling what appears expensive, buying 

what looks cheap, and adding to sectors with improving outlooks. For example, over the last two quarters we have 

trimmed growth stocks with high valuations and little to no earnings and added to value stocks which screened cheap, 

have stable cash flow, and are insulated from high inflation. In addition, we have added commodities to portfolios, which 

do well during periods of persistent inflation and should see continued support with indefinite supply disruptions 

stemming from the Russian/Ukraine war. 

 

So, the million-dollar question is when will the market bottom? That’s hard to know for sure. There have been countless 

studies showing that losing a dollar brings us considerably more pain than the joy we receive from gaining a dollar. That’s 

why fundamentals don’t come into play when calling a bottom— the swing in prices varies dramatically during heightened 

periods of volatility because of emotion. It’s hard to say when emotions will peak. Consequently, it’s hard to say when 

stock prices will bottom. It may not be tomorrow, next month, but the stock market is a fantastic wealth generation 

machine, and over time, the dramatic sell- off we’re experiencing will simply be another blip on the stock market chart! 
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Securities offered through Cetera Advisors LLC, member FINRA/SIPC, a broker/dealer. Cetera is under separate ownership 

from any other named entity. 

 

Investors cannot directly invest in indices. Past performance does not guarantee future results. 

 

Investments in securities do not offer a fix rate of return. Principal, yield and/or share price will fluctuate with changes in 

market conditions and, when sold or redeemed, you may receive more or less than originally invested. No system or 

financial planning strategy can guarantee future results. 

 


