
 
 

 

June 2, 2022 

Investor Update 

 

May saw assets do almost nothing for the month even though there was a rather large drawdown 

again until the last week.  What is fascinating about markets this year is how liquidity has dried 

up and it has made the moves happen much faster.  Additionally, each month has seen a rally 

from the lows once we got passed options expiration.  This is hallmark action of a low liquidity 

environment and sets up for an even wilder summer as liquidity gets even more scarce.  As a 

reminder, low liquidity works both ways and can cause rallies and selloffs to be more violent and 

fast than normal.   

 

While 2022 has had a rough start to the year and for the most part has been a consistently slow 

grind lower, the gains of 2021 have evaporated.  Some areas have been hurt worse than others, 

but the large names that held up the indices for much of 2021 have also given back all of those 

gains from last year.   

 

 
 

 

 

 



As the selloff intensified for much of the first 5 months of the year, there has been very little 

places to hide and as such I have been asked over and over again about whether this is a buying 

opportunity.  While there are a lot of moving parts, the selloff in bonds has been much worse 

than the selloff in stocks.  In fact, one of the models that we use for longer term allocations is 

actually showing this as a bond buying opportunity, not stocks.  With inflation still raging and 

the Fed just starting quantitative tightening it seems a bit counterintuitive.  However, as the 

below chart shows, in the past decade when bonds were this cheap relative to stocks, bonds 

rallied and stocks corrected.  When the relationship dropped and turned negative, those were 

excellent times to purchase stocks.  In the second half of the year, if we morph from an inflation 

scare to a growth scare, this relationship could repeat itself with bonds rallying and stocks selling 

off.   

 

 
 

Another look at bonds on a standalone basis shows that bonds have only been more undervalued 

than they are currently 3 times in the last 40 years.  Each time presented an excellent opportunity 

to buy bonds.   

 



 
 

Moving forward, we are expecting a summer of sideways movement in assets as low liquidity 

wreaks havoc on markets while we try and digest the inflow of new data points.   It is our view 

that new data will be very mixed as well with some areas of the economy showing strength and 

other areas showing weakness.   This will exacerbate the moves as bulls and bears fight for 

positioning.   Eventually as we get into the fall the data will become a bit more clear and markets 

will find a more sustainable direction.  In the meantime, we favor continuing to add to bond 

positions for the longer term, owning mostly income producing equities, and taking advantage of 

short term mispricing’s to add return (currently technology stocks look ripe for a bounce at the 

expense of energy stocks).  We also feel that tactically you should take profits much faster than 

normal once they present themselves.   

 

If you have any questions or would like some more in depth analysis please send an email to 

markpainter@everguidefinancial.com and we can schedule a call.   

 

Sincerely, 

 
 

Mark R. Painter, CFA, CEPA 

mailto:markpainter@everguidefinancial.com

