
 

 FREEDOM WEALTH ALLIANCE | 675 N. BARKER ROAD  BROOKFIELD, WI  53045 | (262) 798-7979 1 
 

MARKET UPDATE  |  MAY 23, 2022 

 

 

 

 

In our Q1 2022 quarterly investment commentary published in April, we reflected on the current market environment and informed 
clients to prepare for higher volatility and a deceleration of growth.  High inflation due to supply chain issues on goods and 
commodities has kept prices persistently higher, reducing the buying power of consumers and businesses.  The U.S. Federal Reserve 
continues to reiterate its desire to fight inflation by raising the fed funds rate and reducing its balance sheet, resulting in higher interest 
rates.  Unless inflation shows broad signs of cooling materially and quickly, economic and corporate earnings growth could decelerate 
at a rapid pace.  In this scenario, investors may remain cautious and be hesitant to add to risk assets. 

We believe the recent decline in equity markets has been correct in bringing valuations down from the historically high valuations we 
had been concerned with for a while.  We believe this reset is good, healthy, short-term pain for longer-term potential gains and 
investors can take advantage, if prepared to do so.   

The S&P 500 Index declined just over 20%, the NASDAQ 100 Index over 30% and the Dow Jones Industrial Average Index over 15% 
from their highs.  Equity markets can continue to move lower to longer-term average valuation levels as investors try to price in slowing 
growth and talks of a recession increase.  This could result in another 10-15% decline in U.S. equities from current levels.  We also 
know that markets can overshoot to the downside and a decline of 15%+ from current levels could also occur.  Some individual stocks 
are currently down much lower from their highs, with declines of 30%, 40%, 50%+, depending on the company.  We believe a lot of 
the froth has been taken out of the market already.   

While valuations and stock prices could continue to move lower to longer-term historical average valuations, markets do not have to 
decline further to get there.  Markets could just remain volatile for months and quarters without another significant drop lower.  
Corporate earnings growth could continue, albeit at a slower pace, but provide some support to the markets.  Inflation data could also 
surprise forecasters and fall quicker than anticipated, providing some comfort to investors.  Anticipating lower equity markets can be 
beneficial if investors are looking to add equity exposure, but investors need to be aware that lower levels are not guaranteed, just 
like upside is not guaranteed.  At a minimum, have a plan if/when the market gets to levels that you want to execute your investment 
plan. 

In our opinion, trying to time the exact market top or bottom is extremely difficult, and most investors do not get it correct.  Markets 
often decline much quicker than they move higher.  If equity markets decline another 10-20%+ from here over the coming 
weeks/months/quarters, investors should not panic, but should rather consider being more excited to take advantage of longer-term 
buying opportunities.  Investors often need to be reminded that by being an investor in high quality, moderately-valued, growing 
companies with strong management teams can be good long-term investments to hold through short-term volatility.   

 

 

 

Preparing for Potential Buying Opportunities Across Risk Assets 
 

SUMMARY 

 Global equity markets have declined as investors become increasingly concerned with a deceleration of global growth. 
 The S&P 500 Index and NASDAQ 100 Index have fallen more than 20% and 30% from their highs, respectively, and valuations 

have become increasingly attractive. 
 We believe the selloff in equity markets and other risk assets could continue as valuations decline closer to longer-term averages, 

and potentially lower in a market overshoot as it often happens.  The good news is that we may be closer to that level than we 
have been in a while, and longer-term investors should be prepared to consider increasing exposure to risk assets to take 
advantage. 
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As persistently explained in our quarterly investment commentaries, having a plan of action before the market moves is extremely 
important to keep from making emotional investment decisions in times of stress (fear/panic) or euphoria (fear of missing out).  In 
this market environment, we do not believe this is an appropriate time to make an emotional decision to avoid further downside, due 
to (finally) more attractive valuations and having a longer-term investment horizon.  If the plan of action you established 
months/quarters ago was to add to equity markets after a decline, now may be the opportunity you were looking for.  Slowly adding 
exposure over time can be a prudent way to execute in this volatile environment without having to try to time the exact bottom of 
this market decline. 

 

FWA Managed Portfolios 

In our FlexTrend, Income and Global Opportunities portfolios, equity and bond exposures will be adjusted through third-party 
managers we allocate to or driven by our views on the markets.  If U.S. equity markets continue to decline to attractive valuation 
levels, the FWA Investment Committee and select third-party managers we allocate to are prepared to increase equity exposure 
accordingly to take advantage of the long-term opportunities.  From an FWA Investment Committee perspective, we are not at those 
attractive valuation levels yet and we remain patient at this time.  We are also very aware that equity markets and other risk assets 
may not decline to attractive enough valuations to increase risk exposure, and we would maintain current positioning if that were the 
case. 

In our U.S. Core, Global Core, Total Return and Aggressive Growth portfolios, active managers we allocate to will tactically adjust their 
equity positions as opportunities and risks arise.  In our ETF Core portfolios, we maintain our positions in lower cost market ETF 
exposures to take advantage of long-term structural diversified opportunities across market cap, style and geographies. 

In addition, for clients in our FWA Managed Portfolios, we are taking advantage of market volatility and rebalancing those client 
accounts where allocations have drifted from long-term targets.  By increasing equity exposures through tactical shifts or simple 
rebalancing, we are attempting to take advantage of the long-term benefits of buying low and selling high.  We believe this strategy 
can add incremental value over time. 

 

FWA Financial Advisor Support 

It is in these times that FWA’s financial advisors can work closely with you to confirm your preferred investment style and risk level or 
to help you make any other portfolio adjustments needed in this environment.  Please reach out to your FWA financial advisor today 
for deeper insights into your available options and to help you keep on track for your longer-term goals. 
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MARKET CHARTS 

Corporate earnings estimates for companies in the S&P 500 Index for 2022 and 2023 are forecasted to be higher than they are today, 
but we believe estimates may need to come down from these levels.  At a minimum, it should remind investors that even during 
periods of volatility, high quality, moderately-valued, growing companies can be solid long-term investments from a fundamental 
earnings growth perspective. 

 

 

 



 MARKET UPDATE  |  MAY 23, 2022 

 FREEDOM WEALTH ALLIANCE | 675 N. BARKER ROAD  BROOKFIELD, WI  53045 | (262) 798-7979 4 
 

Valuations in the S&P 500 Index have come down substantially from their highs.  Longer-term investors could start to consider adding 
exposure to U.S. equities as valuations become increasingly attractive.  Trying to time a bottom in valuations is challenging, so scaling 
into adding equity exposure may be most prudent in this environment.  
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The S&P 500 Index earnings yield (trailing 12-month earnings divided by price) has just exceeded 5%, making U.S. equities increasingly 
attractive, but remains on the lower range of history.   Bond yields have also moved higher, which may need equity market earnings 
yields to continue to move higher (higher earnings and/or lower prices) to gain stronger interest from multi-asset investors.  Unlike 
fixed-rate bonds, equity earnings have the potential to grow over time.  It is the compounding of growing earnings and cash flows that 
provides attractive potential long-term returns for equity investors. 

S&P 500 Earnings Yield 

 

 
 
Source: Multipl.com; Standard & Poor’s 
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IMPORTANT DISCLOSURES 

The opinions voiced in this material are for general information only and are not intended to provide or be construed as providing 
specific investment advice or recommendations for any individual security. 
 
Any economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. 
 
The term “portfolios” used in this piece is in reference to the Freedom Wealth Alliance model portfolios.  Any reference to performance 
is based on estimated, unaudited, gross of fee performance of the model portfolios.  Client accounts assigned a Freedom Wealth 
Alliance model portfolio may have positioning and performance that differs from the firm’s model portfolios at any given time. 
 
There is no assurance that the techniques and strategies discussed are suitable for all investors or will yield positive outcomes.  The 
purchase of certain securities may be required to affect some of the strategies.  Investing in stock includes numerous specific risks 
including: the fluctuation of dividend, loss of principal and potential illiquidity of the investment in a falling market. 
 
Bonds are subject to market and interest rate risk if sold prior to maturity.  Bond and bond mutual fund values and yields will decline 
as interest rates rise and bonds are subject to availability and change in price.  Government bonds and Treasury bills are guaranteed 
by the U.S. government as to the timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed 
principal value.  However, the value of fund shares is not guaranteed and will fluctuate. 
 
Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal, and potential illiquidity of 
the investment in a falling market. 
 
Asset management does not ensure a profit or protect against loss.  There is no guarantee that a diversified portfolio will enhance 
overall returns or outperform a non-diversified portfolio. Diversification does not protect against market risk. 
 
Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of 
the investor’s portfolio.  The strategies employed in the management of alternative investments may accelerate the velocity of 
potential losses. 
 

FWA INVESTMENT COMMITTEE 
   

  

 

Eric Kulwicki, CFA 
Senior Portfolio Manager 
As the Senior Portfolio Manager, Eric leads the 
Freedom Wealth Alliance Investment Committee to 
determine investment strategy, drive research and 
construct multi-asset portfolios with a focus on 
managing risk for clients. 

Kurt Rozman 
President 
Kurt is the President of Freedom Wealth Alliance, a 
full service and fast growing financial services firm 
founded in the Midwest. Kurt has spent over 25 
years of his professional career managing a variety 
of tactical investment strategies for clients.  

Darren Liberski 
Vice President 
Darren brings 20+ years of fundamental, technical 
and behavioral financial analysis experience to the 
team.  Darren’s valuable insights help determine 
how strategic allocations strive to satisfy different 
client preferences and expectations. 



 MARKET UPDATE  |  MAY 23, 2022 

 FREEDOM WEALTH ALLIANCE | 675 N. BARKER ROAD  BROOKFIELD, WI  53045 | (262) 798-7979 7 
 

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all 
investors. These risks are often heightened for investments in emerging markets. 
 
ETF’s trade like stocks, are subject to investment risk, fluctuate in market value, and may trade at prices above or below the ETF’s net 
asset value (NAV).  Upon redemption, the value of fund shares may be worth more or less than their original cost.  ETF’s carry additional 
risks such as not being diversified, possible trading halts, and index tracking errors. 
 
All performance referenced is historical and is no guarantee of future results.  All indices are unmanaged and may not be invested into 
directly. 
 
The Standard & Poor’s 500 Index 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 Nasdaq 100 is a stock market index make up of 101 equity securities issued by 100 of the largest non-financial companies listed 
on the Nasdaq stock market.  It is a modified capitalization-weighted index. 
 
The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their industries and widely held by individuals 
and institutional investors. 
 
Securities offered through LPL Financial. Member FINRA/SIPC. Investment advice offered through Freedom Wealth Alliance, a 
registered investment advisor and separate entity from LPL Financial. 
 
 

This research material has been prepared by Freedom Wealth Alliance. 


