
 

2022 SECOND QUARTER OUTLOOK 
Volatility Springs Higher 
 
Special Note from the Cetera Investment Management Team: 
In parts of this outlook we will focus on the economic and market implications of 
the Russian invasion of Ukraine. While the human toll of this humanitarian crisis 
is high and cannot be discounted, we believe it is our job to focus on the impact 
this crisis has on global markets and set aside our emotions in the commentary. 
Our hearts go out to those impacted from this war, including those here at home 
with loved ones in Ukraine. We hope the war ends soon.  
 

Overview 
We had been expecting volatility for over a year and it finally arrived in the first 
quarter. While we didn’t predict a war in Ukraine, we thought valuations in both 
bonds and stocks were relatively high and the U.S. Federal Reserve (Fed) could 
potentially raise interest rates and stop its bond-buying program faster than 
investors expected. The war in Ukraine has possibly delayed the Fed’s actions 
and maybe even softened them, but a hawkish Fed remains a risk to markets. 
Overall, the impact of the war on financial markets will be tied to higher commodity 
prices caused by sanctions. Russia and Ukraine are a small part of the global 
economy but export a lot of oil, gas and wheat. 
 
The global economy will normalize this year after a bumpy couple of years, 
crashing in 2020 and rebounding in 2021. We think economic growth 
expectations for the United States could come in below forecasts due to Omicron 
overhangs, lingering supply-side disruptions, inflation and maybe even a hawkish 
Fed later in the year. However, we do not anticipate a recession, or two quarters 
of negative GDP growth. We expect inflation to moderate in the second half of 
2022 but remain above trend. Labor inflation may be less transitory than many 
believe. 
 
On the bright side, the equity and bond valuations we just mentioned are 
improving and there are potentially many more opportunities in both securities. 
While large cap U.S. equity valuations remain elevated relative to historical 
standards—they are lower than last year—smaller companies have valuations far 
below their recent past and international stocks are below their 15-year averages.  
 
Bond yields have risen sharply in some cases, reducing the interest rate risks 
many were worried about to an extent. Rising rates are still a risk in our view. 
Credit spreads have widened, offering more yield for investment-grade corporate 
bonds and high-yield corporate bonds. A modest amount of inflation can be 
healthy for corporate issuers and default rates are projected to be very low this 
year. 
 
We want to reiterate our recommendation to diversify across asset classes, 
sectors and countries, while adhering to long-term risk and return objectives. Your 
financial professional can help you stay on track and keep focused on your 
personalized long-term plans, helping you navigate the next phase of this 
economic recovery. Click here for our full second quarter outlook. 

 
 

 

 
  

At-A-Glance  
 
The S&P 500, Dow 
industrials and NASDAQ 
100 went into a correction 
during the first quarter of 
2022, falling more than 
10% from their respective 
peaks. 
 
The benchmark 10-year 
Treasury yield jumped from 
around 1.5% early this year 
to over 2.3% at one point in 
the first quarter. 
 
Inflation in February was 
7.9% year-over-year, a 
level not seen in 40 years, 
driven by a surge in 
commodities, a strong labor 
market and supply-side 
disruptions caused by the 
pandemic. 
 
We are watching for a 
potentially more hawkish 
Fed as inflation persists.  
 
The Fed lowered its 
forecasts for 2022 real 
Gross Domestic Product 
(GDP) to 2.8% due to the 
impacts caused by the war 
in Ukraine. We think real 
GDP could be lower than 
this but do not expect a 
recession, or two negative 
quarters of GDP growth. 
First quarter economic 
growth may be negative, 
however. 
 
The wildcard is more fiscal 
stimulus to unclog supply 
chain bottlenecks. 
 
 

https://www.cetera.com/sites/default/files/2022-03/CIM%20Quarterly%20Market%20Outlook%20%20Q2%202022%20Final.pdf


 

This report is created by Cetera Investment Management LLC. For more insights and information from the 
team, follow @CeteraIM on Twitter. Don’t forget to check out new clips discussing what may move in the 
markets in The Week Ahead. 

 
About Cetera® Investment Management  
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial 
Group®. Cetera Investment Management provides market perspectives, portfolio guidance, model 
management, and other investment advice to its affiliated broker-dealers, dually registered broker-dealers and 
registered investment advisers. 
 
About Cetera Financial Group®  
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera 
Advisors LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial 
Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied Securities, Inc. All firms are 
members FINRA / SIPC. Located at 655 W. Broadway, 11th Floor, San Diego, CA  92101.  
 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services 
and receive transaction-based compensation (commissions), Investment Adviser Representatives who offer 
only investment advisory services and receive fees based on assets, or both Registered Representatives and 
Investment Adviser Representatives, who can offer both types of services. 
 
The material contained in this document was authored by and is the property of Cetera Investment 
Management LLC. Cetera Investment Management provides investment management and advisory services 
to a number of programs sponsored by affiliated and non-affiliated registered investment advisers. Your 
registered representative or investment adviser representative is not registered with Cetera Investment 
Management and did not take part in the creation of this material. He or she may not be able to offer Cetera 
Investment Management portfolio management services. 
 
Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal 
advice to any individual without the benefit of direct and specific consultation with an investment adviser 
representative authorized to offer Cetera Investment Management services. Information contained herein shall 
not constitute an offer or a solicitation of any services. Past performance is not a guarantee of future results. 
 
For more information about Cetera Investment Management, please reference the Cetera Investment 
Management LLC Form ADV disclosure brochure and the disclosure brochure for the registered investment 
adviser your adviser is registered with. Please consult with your adviser for his or her specific firm registrations 
and programs available. 
 
No independent analysis has been performed and the material should not be construed as investment advice. 
Investment decisions should not be based on this material since the information contained here is a singular 
update, and prudent investment decisions require the analysis of a much broader collection of facts and 
context. All information is believed to be from reliable sources; however, we make no representation as to its 
completeness or accuracy. The opinions expressed are as of the date published and may change without 
notice. Any forward-looking statements are based on assumptions, may not materialize, and are subject to 
revision. 
 
All economic and performance information is historical and not indicative of future results. The market indices 
discussed are not actively managed. Investors cannot directly invest in unmanaged indices. Please consult 
your financial advisor for more information. 
 

https://twitter.com/ceteraim?lang=en
https://www.cetera.com/The-Week-Ahead


 

Additional risks are associated with international investing, such as currency fluctuations, political and 
economic instability, and differences in accounting standards. 
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
 
Glossary 
The S&P 500 is a capitalization-weighted index of 500 stocks designed to measure performance of the broad 
domestic economy through changes in the aggregate market value of 500 stocks representing all major 
industries. 
 
The Dow Jones Industrial Average is a price-weighted average of 30 U.S. blue-chip stocks traded on the New 
York Stock Exchange and NASDAQ. The index covers all industries except transportation, real estate and 
utilities. 
 
The NASDAQ Composite Index includes all domestic and international based common type stocks listed on 
The NASDAQ Stock Market. The NASDAQ Composite Index includes over 2,500 companies, spanning all 11 
sector groups. 
 
The ICE BofA US Corporate Index tracks the performance of US dollar denominated investment grade rated 
corporate debt publicly issued in the US domestic market. Securities must have an investment grade rating 
and an investment grade rated country of risk. Each security must have greater than 1 year of remaining 
maturity, a fixed coupon schedule, and a minimum amount outstanding of $250 million. 
 
The ICE BofA US High Yield Index tracks the performance of US dollar denominated below investment grade 
rated corporate debt publicly issued in the U.S. domestic market. To qualify for inclusion in the index, securities 
must have a below investment grade rating (based on an average of Moody's, S&P, and Fitch) and an 
investment grade rated country of risk. Each security must have greater than 1 year of remaining maturity, a 
fixed coupon schedule, and a minimum amount outstanding of $100 million. 


