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The most recent market sell-off has possibly been more uncomfortable than others due to the fact that it’s a 

sharp contrast from the relatively smooth market ride we have witnessed since late March of 2020. After 

gaining more than 120% between March 23, 2020 and January 3 of this year, the S&P 500 index, a 

benchmark of the 500 largest companies in the U.S., has fallen 18% over the last four months. 

A “bear market” is when the stock market goes down by at least 20% from its 52-week high.  There have 

been 17 bear (or near) markets for the S&P 500 Index since World War II. The catch is if the economy is 

in a recession (nine times) historically the ultimate drop is about 35% on average and lasts more than 15 

months. Without a recession (eight times) historically the index goes down less than 24% on average and 

the bear market last about seven months.  There were 19% drops in 1978, 1998, 2011, and 2018, all 

times without a recession. This current environment feels more like the latter.

I believe much of the downturn comes from the concern over inflation and the ability of the Federal Reserve 

(Fed) to offset inflation without pushing the economy into recession. While the Fed has monetary policy tools 

that it can fall back on, these tools do not work on supply shocks. The Feds decisions cannot directly impact 

supply imbalances but instead, are tools to sway imbalances on the demand side of the economy.  We have 

to remember that current events: the War in Ukraine, China shutting down due to COVID, and even a bird 

flu epidemic in the US, are all issues that the Fed cannot control and all have led to not only a sharp uptick 

in inflation, but one that is making higher inflation rates lasting longer than most analysts had predicted.  

All of this has weighed on consumers and businesses, which led the Fed to hike interest rates as it tightens 

monetary policy. However, supply chain pressures are loosening and if the improvement is sustained, 

inflationary pressures should ease. The moderation in inflation over the coming months will likely provide 

some needed boost in consumer confidence. It appears that inflation has likely peaked, as base effects 

pushed the year-over-year metrics down in April relative to March. April consumer prices were up 8.3% from a 

year ago, versus expectations of 8.1%. 

One of the value propositions of owning core bonds (U.S. investment grade bonds, including corporate and 

Treasury debit) is that they tend to act as a portfolio diversifier during equity market drawdowns. However, 

that has certainly not been the case so far this year as equities and core bonds have both experienced deep 

losses at the same time. Now that interest rates have moved off the all-time lows, there is more of a cushion 

to act like a portfolio diversifier, which is what we’ve seen during the recent equity market stresses over the 

past few weeks. And while I am not saying yields can’t go higher from current levels (meaning bond prices 

could go down further), I am starting to see the potential for core bonds to provide diversification to equity risk 

once again.
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There is a lot of uncertainty for the markets right now.  As I have always stated, uncertainty brings volatility.  

Right now you might feel uneasy and quite scared.  That is quite normal.  However, we have worked with 

each of you to set up a well-diversified portfolio of stocks and bonds based on not only your risk tolerance 

but your time horizon too.  So while these last four months have been brutal, we have to remember that 

there are better days down the road.  

Consider this: I remember talking to many of you back in March 2020 when the pandemic went into full 

swing.  At one point the S&P 500 Index dropped 34% to its low on March 23, 2020, and even after this 18% 

pullback we are now over 75% higher than we were almost two years ago.  Many of you were working with 

me back during the financial crisis of 2008-09.  Since the low that we saw in March 2009, the average 

return on the S&P 500 Index has been just over 14% per year.  So yes there are bad times that we all have 

experienced when our money has been invested, but for those that stick with the long-term plan may have 

been rewarded.  I feel that we still need to be looking at the long-term plan and not making any irrational 

moves due to short-term fluctuations in the markets.

Finally, there have been a few developments with our team.  I first want to congratulate our very own Client 

Relations Assistant, Steven Patzke passing the Certified Financial Planning exam.  We are so proud of him 

for this major accomplishment.  I also have some sad news to report.  Our wonderful assistant Audra, who 

has been with us for almost four years, will be moving down to Florida.  She will truly be missed.  However, 

we do have a new office manager/administrative assistant staring next month that she has been mentoring 

– many of you know her and have talked to her over the years, my wife Paula.  Paula has been a property 

manager since I met her over 18 years ago and I feel quite comfortable having her run our office moving 

forward.

If you have any questions please email or give me a call.  Take care and be well.

Sincerely,

Gregory Bork

LPL Registered Principal

Securities and advisory services offered through LPL Financial, A Registered Investment Advisor, MEMBER 

FINRA/SIPC.  The Opinions voiced in this material are for general information only and are not intended to 

provide specific advice or recommendations for any individual.  All performance referenced is historical and 

is no guarantee of future results.  The economic forecasts set forth in this material may not develop as 

predicted and there can be no guarantee that strategies promoted will be successful.  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.  
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