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MARKET OUTLOOK

Ongoing recession and inflation fears continue to rattle the financial
markets in 2022 as the third quarter ends. The S&P 500 fell -9% during
the seasonally weak month of September that was plagued by another
high CPI inflation reading as well as a 0.75% rate hike by the FOMC.
Investors are understandably worried that the Fed’s rate hikes are not only
failing to bring down inflation but are also pushing the economy to the
brink of a “hard-landing” (i.e., recession).

While a soft-landing is still quite possible for the economy, the markets
having seemingly switched to now discounting in the larger chance for a
hard landing compared to just a few months ago. A recession would
nonetheless bring an end to high inflation but at the expense of likely
material job losses across the country. Obviously, the hope was to bring
down inflation without a recession, but the Fed has shown that the task is
incredibly difficult.

Inflation and the Fed will continue to be the name-of-the-game for the
remainder of the year unfortunately. With how the markets are negatively
positioned though, any slightly better-than-expected news on the inflation
front could help fuel some rallies especially as we enter a seasonally
stronger time of the year for market returns.

HISTORICAL BOND & EQUITY
RETURN CHARTS

The chart above shows how 2022 is shaping up to be one of the worst
years for bonds on record.  The purpose of showing this chart is to show
how rare these down years are and help provide some hope for 2023
and beyond.

The second chart below shows a similar dynamic for equities with more
volatility. While this year has been incredible painful for stocks and bonds,
the good news is that down years in general are surprisingly rare from a
relative standpoint let alone big down years like 2022.

Pair that dynamic with the fact that we are only 3 months away from the
new year should bring about hope for investors looking forward.

ANATOMY OF AN INDEX: HOW WELL
DO YOU KNOW THE S&P?

Did you know that an estimated $13.5 trillion in assets are indexed or
benchmarked to the Standard & Poor's 500 Composite Index, including

$5.4 trillion in index assets?1,2

The S&P 500 is ubiquitous – we see it on the news, read about it in the
newspapers, and very likely, see some of our own investments'
performance compared against it. For an index that represents
approximately 80% of the value of the U.S. equity market, it may be

worthwhile to gain a better understanding of how it works.1

Cap & Criteria
The index, as we know it today, was introduced in 1957 and is maintained
by the Standard & Poor's Index Committee. Contrary to popular belief, it is
not comprised of the 500 largest companies in America, but is a
collection of large-cap stocks representing a broad range of market
sectors, including technology, energy, health care, and consumer

staples, among others.3

There are a number of criteria a company must meet to be considered for
inclusion in the index. Some of these criteria include the following: it must
be a U.S. company, have an unadjusted market capitalization of $14.6
billion or more, have 50% of its stock available to the public, and have four

consecutive quarters of positive earnings.3

Changes Over Time
Another common misconception is that the index is a static one. In fact,
companies will be removed, from time to time, for reasons that include
violation of one or more of the criteria used for adding companies or
because of a merger, acquisition, or significant restructuring, including
bankruptcy.
The turnover in the index's constituent companies was 3.6% in 2020 (per
the most recent data available). According to one projection, the average
tenure of companies in the index is expected to fall to 15-20 years this

decade, as compared to the 30-35 year average tenure in the late 1970s.4

Add and Subtract
When changes are made to the index, many mutual funds and
exchange-traded funds that seek to replicate the index may have to
sell stocks that are being removed and buy the stocks that are being
added in order to track the index. Keep in mind that amounts in mutual
funds and ETFs are subject to fluctuation in value and market risk.
Shares, when redeemed, may be worth more or less than their original

cost.5

WHAT WE ARE WATCHING

The following economic data is slated to be released during the week
ahead:

Monday: Construction Spending (Aug.), ISM Manufacturing (Sept.)

Tuesday: Durable Goods orders (Aug.), JOLTS Job Openings (Aug.)

Wednesday: ADP Employment Survey (Sept.), ISM Services PMI (Sept.)

Thursday: Weekly Initial Jobless Claims

Friday: Nonfarm Payroll Report (Sept.)

MARKET SUPPORT

The key level of resistance to watch for the S&P 500 is at around 3,400
and 3,200.

Recall these are key technical levels we look for the market to either hold
or push through when look at the potential for future moves. Common
support levels can be the 50- and 200-day moving averages as well as
other technical levels such as previous market highs or lows.

EVENTS

SOCIAL SECURITY SEMINAR

CYBERSECURITY SEMINAR

Content in this material is for general information only and not
intended to provide specific advice or recommendations for any
individual. All performance referenced is historical and is no guarantee
of future results. All indices are unmanaged and may not be invested
into directly. 

Mutual funds and exchange-traded funds are sold only by prospectus.
Please consider the charges, risks, expenses, and investment
objectives carefully before investing. A prospectus containing this and
other information about the investment company can be obtained from
your financial professional. Read it carefully before you invest or send
money.

Investors cannot invest in an index. Also, index performance is not
indicative of the past performance of a particular investment, and past
performance does not guarantee future results. Investment choices
designed to replicate any index may not perfectly track it, and their
returns will be reduced by fees and expenses.

1. US.Spindices.com, May 31, 2022
2. The S&P 500 Composite index (total return) is an unmanaged
index that is generally considered representative of the U.S. stock
market. Index performance is not indicative of the past
performance of a particular investment. Past performance does not
guarantee future results.
3. Investopedia.com, 2022
4. Innosight, 2021
5. Keep in mind that the return and principal value of stock prices
will fluctuate as market conditions change. And shares, when sold,
may be worth more or less than their original cost.

The content is developed from sources believed to be providing accurate
information. The information in this material is not intended as tax or
legal advice. It may not be used for the purpose of avoiding any federal
tax penalties. Please consult legal or tax professionals for specific
information regarding your individual situation. This material was
developed and produced by FMG Suite to provide information on a topic
that may be of interest. FMG Suite is not affiliated with the named
broker-dealer, state- or SEC-registered investment advisory firm. The
opinions expressed and material provided are for general information,
and should not be considered a solicitation for the purchase or sale of
any security. Copyright 2022 FMG Suite.
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