
 
2nd Quarter 2022 Update 

 

Sources:  Morningstar, Treasury.gov 

The performance data shown represents past performance, which is not a guarantee of future results.  
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The broad equity markets produced poor performance and were extremely volatile during the 2nd quarter as inflation, 

rising interest rates and a potential recession provided headwinds.  The S&P 500 was down (16.10%), the Russell 2000 

(small caps) was down (17.20%) and the MSCI EAFE (International index) was down (14.51%) during the quarter.  From 

a style perspective, value significantly outperformed growth as some of the high-flying growth stocks performed poorly in 

the face of higher interest rates.  The Energy sector has been one of the few bright spots during 2022 as oil prices have 

risen above $100 per barrel.  Taken together, 1Q22 and 2Q22 were the worst 1st half of the year since 1970, so it has been 

a very challenging market environment.   
 

2Q22 YTD

S&P 500 (large cap) -16.10% -19.96%

MSCI EAFE (International index net return) -14.51% -19.57%

Rusell 2000 (small cap) -17.20% -23.43%  
 

Interest rates rose during the quarter and put pressure on the bond market as bond prices fell.  The broad bond market had 

its worst 6 months in history as the Bloomberg US Agg was down (10.35%).  With stock markets down and bonds losing 

money, it has created an environment where there is almost no place to hide.  As rates are rising, however, the fixed 

income investment opportunities are improving.  

 

Inflation is at a 40-year high and remains a major concern.  To slow it down, the Fed is aggressively raising rates while 

trying to avoid a recession (a “soft landing”).  Historically, a soft landing has been difficult to pull off, and the Fed 

Chairman has noted the challenges of doing so in the current environment.  As the Fed has raised rates and become clearer 

about its intentions to raise rates further, the market has become more volatile, and I expect to see increased market 

volatility for the rest of the year.   

 

The outlook from here largely depends on when we get inflation under control and if the Fed can do this without throwing 

us into a recession.  Markets do not like uncertainty, and we have a lot of uncertainty right now, but when inflation starts 

to roll over, we could see performance start to improve.     

 

Some good news is that the U.S. economy was relatively strong (particularly employment) when the Fed started 

tightening, so it’s possible that we are better prepared for the slowdown and any potential recession may not be too severe 

or lengthy.  In addition, equity markets typically start to perform better before the economy gets better, and market 

volatility can create attractive buying opportunities for patient investors that are willing to lean into the wind.  

Additionally, some of the best performing days in the market occur during the most volatile periods and missing those 

days severely impacts long-term performance, so remaining invested and riding out the tough market is important.   

On a tactical basis for portfolios, I continue to like 1) the value investing style, 2) small cap securities and 3) the 

international space, which has underperformed domestic equites for the last decade.  Over the 2nd half of the year, I expect 

to find some good buying opportunities in these areas and other parts of the market.   

 

Please reach out if you have any questions or if I can do anything for you.  
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