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Stock & Bond Market Volatility…When Will It End? 
 

What Should You Do? 
 

Patience Can Be Profitable 
 
Stock and bond prices have experienced significant price fluctuations over the past weeks. We 
have mentioned in previous newsletters that we anticipated this volatility.  We know and 
understand that it may be difficult to see beyond the near-term and ward off apprehension 
when the financial markets are falling.  It is for this precise reason that some unsuccessful 
investors often want to sell their investments at what could be the worst time for them to do so. 
It is important to take a long-term, global perspective. 
 
Looking at the global economy, other than countries ruled by dictators (North Korea, the 
Philippines, Russia, etc.) no country is changing their economic structure to or moving toward 
communism or socialism.  In other words, capitalism is still winning around the world.1 All 
countries who want to offer opportunity to their citizens are moving toward a free market 
economy.  This is true in China and Vietnam who have been managing toward economic 
freedom, even though both are still communist countries. As more foreign economies shift 
away from government-provided goods and services to capitalistic-based systems, there will 
continue to be opportunities for U.S. investors to generate good gains, even when domestic 
financial markets are down. 
 
The U.S. stock market, as measured by the Standard and Poor’s 500 Index (“S&P 500”), has 
delivered outsized returns for more than a decade. This will likely result in a “reversion to the 
mean” scenario, or a decade of lower-than-historical results as compared to the prior ten or so 
years.  The most recent reversion occurred after 1990 to 2000 and during 2000 to 2010 when 
the average return in the 1990’s outpaced that of the 2000’s.  This is why we have advocated 
owning balanced exposure to U.S. and foreign stocks (versus an overweight to U.S. stocks 
historically).     
 
Approximately 67% of the world’s wealth is found outside of North America2. International 
financial markets have already experienced more trauma than we have here in the 
U.S.  Experts expect that foreign stock markets, developed international and emerging market, 
which are selling at a 30% discount to U.S. stocks,3 will experience more attractive results as 
compared to U.S. stocks. Returns for publicly traded shares of developed international large 
companies and emerging markets companies (countries with less than $25,000 per capita 
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income; stable political environment, solid financial markets and generally accepted accounting 
standards) have been less than 50% of their long-term averages for the past decade.4   
 
We anticipate the outperformance of foreign stocks relative to U.S. stocks will become more 
persistent as a greater proportion of foreign economies end their respective COVID-related 
restrictions and shutdowns, which in turn will result in faster economic growth outside of the 
U.S. For these reasons, we continue to anticipate that after enduring the impact of the 
Portugal, Italy, Ireland, Greece, and Spain (“PIIGS”) crisis, the United Kingdom’s exit out of the 
European Union (“Brexit”), the war in Ukraine, and the global COVID pandemic there will likely 
be more attractive capital growth opportunities outside the U.S. over the next decade.  This is 
why retaining a globally diversified allocation is appropriate.  
 
Supply chain disruptions caused by COVID and the war in Ukraine have created near-term 
inflation at higher-than-normal rates.  However, this is expected to moderate over the next 12 
months according to experts we think knowledgeable. These experts also expect U.S. 
economic growth to noticeably decline over the second half of this year thereby providing a 
meaningful dampening effect on inflation and interest rates.   
 
When we experience periods of stock market decline, we can use less volatile assets, such as 
bond funds, to support our clients’ cash distributions.  Doing so gives stocks time to 
recover.  This investment strategy prevents selling stocks when they are low to only buy them 
back at a higher price after they have recovered.   
 
Why are Bonds Losing Money Now? 
 
The only difference now is that the bond market is experiencing its first major losses in more 
than three decades.  Rising interest rates are causing losses in bonds as the financial markets 
recalibrate to a higher interest rate environment.  We do not own long-term bond funds, which 
tend to be more volatile during rising interest rate cycles. Instead, we own intermediate-to-
short-term bonds due to their lower (negative) relationship to rising inflation and interest rates.  
Losses in long-term bonds have been 100% greater than with short-to-intermediate-term 
bonds during the first quarter of 2022.4 
 
What Should You Do? 

 
The “perfect storm” of a stock market correction, rising inflation, and rising interest rates is 
causing a lot of investor heartburn now. One thing is certain, most investors have heightened 
anxiety about the many stressors on themselves and their investment portfolio.  What we know 
from experience is that a globally diversified portfolio will successfully allow investors to 
navigate this traumatic time if patience is utilized and not emotion.  I realize that it is very 
difficult not to respond emotionally to all this negative news.  As I mentioned earlier, the 
broader view is that there is opportunity for consistent earnings and growth long-term.  I also 
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know from my experience that it is very difficult to maintain this perspective when all the news 
is negative.   
 
It is important to stress that long-term investors should not overreact to short-term volatility. 
The stock market does not consistently move in a (upward sloping) straight line. Instead, it will 
experience a correction (or corrections) each year. The average annual peak to trough decline 
in the S&P 500 over the past 42 years has been 14.0%, and the peak-decline drop this year 
has been 13.8%.3 As is always the case, when the market is close to a trough, investors 
experience heightened anxiety and ponder whether it is a good time to get out of the market. 
The reality, however, is that over the past 42 years, the S&P 500 has ended the year in 
positive territory 75% of the time.3 In other words, history is heavily on the side of those 
investors who do not overreact to market corrections.  In addition, many of our clients have told 
me that they worried far too much during the 2000 – 2002 and 2008 – 2009 market corrections 
and wish that they had not done so.  I recognize just how hard it is to maintain perspective 
during these periods of turbulence in the financial markets that stir our emotions.   
 
While the short-term pain is no fun, accepting near-term volatility and the accompanying losses 
is part of investing successfully long-term.  We are doing what is in the best interest of our 
clients by not allowing fear or emotion to guide our decision making.   
 
Investing successfully requires appropriate due diligence in selecting quality assets that can 
grow over time due to their underlying fundamental opportunities.  Being patient and allowing 
the financial markets to deliver good results is one of the more important components of 
successful investing.   
 
Please let us know if you would like to speak to Judy Hirotaka, CFP®, Jack Bellamy, CFA, 
CFP®, or me about your portfolio and your goals.   
 
Footnotes: 
1. R. Lawson. Fall 2019. Capitalism is (Slowly) Winning Around the World. Bushcenter.org 
2. A. Deshmukh. 09/20/21. This Simple Chart Reveals the Distribution of Global Wealth. visualcapitalist.com 
3. D. Kelly. 05/05/22. JPMorgan Guide to the Markets. jpmorgan.com 
3. Various benchmark returns obtained from Morningstar Advisor Workstation as of 03/31/22 and 05/06/22.   
 

This information was compiled by Ginsburg Financial Advisors. 
 
The views stated in this newsletter are not necessarily the opinion of Cetera Advisor Networks 
LLC and should not be construed directly or indirectly as an offer to buy or sell any securities 
mentioned herein. Due to volatility within the markets mentioned, opinions are subject to 
change with notice. Information is based on sources believed to be reliable; however, their 
accuracy or completeness cannot be guaranteed.  
 
Nothing in this presentation should be construed as offering or disseminating specific 
investment, tax, or legal advice to any individual without the benefit of direct and specific 
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consultation with an investment advisor representative. Information contained herein shall not 
constitute an offer or a solicitation of any services. Past performance is not a guarantee of 
future results.  
 
All investing involves risk, including the possible loss of principal. There is no assurance that 
any investment strategy will be successful. A diversified portfolio does not assure a profit or 
protect against loss in a declining market. 
 
No independent analysis has been performed and the material should not be construed as 
investment advice. Investment decisions should not be based on this material since the 
information contained here is a singular update, and prudent investment decisions require the 
analysis of a much broader collection of facts and context. All information is believed to be 
from reliable sources; however, we make no representation as to its completeness or 
accuracy. The opinions expressed are as of the date published and may change without 
notice. Any forward-looking statements are based on assumptions, may not materialize, and 
are subject to revision.  
 
Investors should consider the investment objectives, risks, charges and expenses associated 
with municipal fund securities before investing.  This information is found in the issuer's official 
statement and should be read carefully before investing. 
  
Index descriptions: 
-S&P (Standard & Poor's) 500. A market capitalization-weighted index of 500 widely held stocks 
often used as a proxy for the US stock market. It measures the movement of the largest issues. 
Standard and Poor's chooses the member companies for the 500 based on market size, liquidity 
and industry group representation. Included are the stocks of industrial, financial, utility, and 
transportation companies. Since mid-1989, this composition has been more flexible and the 
number of issues in each sector has varied. 
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