
 
 

 

November 1, 2022 

Investor Update 

 

October saw markets continue lower in the first half of the month as the news continued to 

deteriorate only to see stocks make a massive comeback in the second half of the month.  We 

have talked about this repeatedly through the course of this bear market that when positioning 

and sentiment get too negative it sets the stage for a bear market rally that eventually moves 

lower again as fundamentals continue to get worse.   In our view we are still in the middle of this 

and the recent rally in stocks will soon fade again.   

 

Longer term investment opportunities tend to arise when no one wants to own an asset.  We do 

not have to go back too far to see a great example of this.  In mid-2020, oil prices went negative, 

and many were claiming that oil was un-investable because of the economy going green.  This 

ended up being the best buying opportunity as energy has been the leading sector since that time.  

We are looking for clues for this type of behavior and we are seeing it right now in bonds.  The 

below chart compares the return in red with volatility in blue.  We are seeing record panic levels 

right now in bonds.   

 

 
 

 



 

 

There is good reason for the panic in the bond market because this is supposed to be a non-risky 

asset class that is acting extremely risky.  In fact, the below chart shows this is the worst year for 

government bonds in 234 years and it is not particularly close.  To put this in perspective, 

George Washington was President that year.   

 

  
 

In fact, the return of treasuries is so bad this year it would rank as the 5th worst stock downturn.    

 

 
 



What makes this even more fascinating is that this hatred for bonds is coming at a time when 

investors are not cutting their equity allocations because the Fed is going to continue to raise 

rates and they want to keep up with inflation.   The below chart is a forward-looking indication 

of inflation which correctly predicted the spike for inflation and is now predicting a dramatic 

drop in inflation (Blue line is inflation, Red is predicted inflation).  Should this be right, bonds 

will outperform stocks dramatically. 

 

 
 

Moving forward, we are looking to add treasury bond exposure across portfolios as the hatred 

towards bonds, mixed with current yields and forward inflation outlook have made this an 

attractive asset class for the first time in 15 years. The economy has not experienced recession 

yet nor have corporate earnings deteriorated.  Some areas of the stock market such as dividend 

payers provide a lot of value and current cash flow already, but the market as a whole is still too 

loved and earnings estimates are too high to provide a long-term entry point.   

 

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 
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