
 

2022 Outlook: Summary 
 

 
Ever since the market bottomed in March 2020, the S&P 500 has more than doubled from its 

closing low and the economic recovery is now in full swing. Propelled by fiscal spending and the 

central banks’ dovish policies, economies around the world were boosted by a tailwind in 2021. 

Looking to 2022, the effects from the stimulus will likely continue to diminish and economies will 

continue to slow from high growth rates.  

 

The global economy is expected to have grown at a 6% clip in 2021, up from a decline of 3.6% 

in 2020. Next year, growth will likely slow to around 4% globally. The U.S. Federal Reserve (the 

Fed) is forecasting 3.8% in U.S. gross domestic product (GDP) growth in 2022, down from its 

5.9% projection for 2021, but still high relative to the prior expansion. This seems in line with many 

other economists’ forecasts. While growth is slowing to more sustainable levels, the Fed did raise 

the forecast for 2022 while lowering 2021. Supply-side constraints are delaying growth from this 

year to next year. The Eurozone could do better than the United States as it catches up in 

reopening, and China may lag developed countries next year. Latin America is expected to trail 

other regions in growth. 
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The Fed is likely to play a bigger role in markets as it attempts to normalize interest-rate policy. 

The Fed has already announced its plans to taper bond purchases. All this means is that they will 

curb its buying of longer-dated bonds and eventually halt those bond purchases. The Fed had 

been buying Treasury bonds with the intent to keep bond yields low, and this practice is called 

quantitative easing. The next step is for them to raise interest rates, but that could be tricky 

 
  

 
  



 

because that would slow economic growth and potentially hurt the labor market. If it doesn’t raise 

rates, inflation could run hot and cause problems for consumers as goods become more 

expensive. Both inflation and employment figures are already at 2016-2017 levels when the Fed 

started raising rates coming out of the financial crisis. If inflation heats up faster than expected, it 

may force the Fed’s hand to be more aggressive and this could catch investors by surprise. 

 

Equity market valuations in U.S. large cap equities remain near their 15-year highs, which could 

add to volatility if the Fed has missteps and lets inflation run too hot for too long or acts too quickly. 

Technology stocks have done well and benefited from low yields more than other sectors. We 

see this when bond yields rise, and the technology sectors sells off. As consumers shift more 

toward services such as eating out or going on vacations, this will leave less room for spending 

on other products that lead us out of the recession during the pandemic. Smaller cap stocks and 

value stocks are more attractive on a relative basis even after adjusting for future growth 

prospects. Earnings are projected to be good next year, but earnings growth is expected to slow. 

Now may be a good time to think about rebalancing and including more international exposure as 

valuations are better and international markets have less technology exposure and have 

underperformed U.S. markets for many years. 

 

Fixed income is a challenging area right now because bonds offer relatively low yields with 

growing interest rate risk. As the government issues longer-dated bonds to finance the nation’s 

increasing debt, the duration, or interest rate sensitivity, of major indexes is growing. Now may be 

a good time to review portfolios for duration and see how sensitive your portfolio is to interest rate 

movements. Bonds are one of the best buffers against equity volatility, so one should not ignore 

them. However, bond positioning is important as inflation heats up. The Fed could raise short-

term rates or bond investors may start to require higher yields for investing in longer-dated bonds. 

As yields rise, bond prices fall. Corporate bonds offer more yield but seem adequately priced. 

Overall, diversification within bonds and maturities could make sense depending on individual 

goals.  

 

For a detailed look of what’s ahead in 2022, download our full 2022 Outlook today. 

 

 

This report was created by Cetera Investment Management LLC. For more insights and information from 
the team, follow @CeteraIM on Twitter. 

 

 

 

 

 

 

https://www.cetera.com/cetera-investment-management-2022-market-outlookpdf
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Disclosures 

 
About Cetera® Investment Management  
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. 
Cetera Investment Management provides market perspectives, portfolio guidance, model management, and other 
investment advice to its affiliated broker-dealers, dually registered broker-dealers and registered investment advisers. 
 
About Cetera Financial Group®  
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera 
Advisors LLC, Cetera Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial 
Institutions or Cetera Investors), Cetera Financial Specialists LLC, and First Allied Securities, Inc. All firms are members 
FINRA / SIPC. Located at 200 N. Pacific Coast Highway, Suite 1200, El Segundo, CA 90245-5670.  
 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and 
receive transaction-based compensation (commissions), Investment Adviser Representatives who offer only 
investment advisory services and receive fees based on assets, or both Registered Representatives and Investment 
Adviser Representatives, who can offer both types of services. 
 
The material contained in this document was authored by and is the property of Cetera Investment Management LLC. 
Cetera Investment Management provides investment management and advisory services to a number of programs 
sponsored by affiliated and non-affiliated registered investment advisers. Your registered representative or investment 
adviser representative is not registered with Cetera Investment Management and did not take part in the creation of 
this material. He or she may not be able to offer Cetera Investment Management portfolio management services. 
 
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 consultation with an investment adviser representative 
authorized to offer Cetera Investment Management services. Information contained herein shall not constitute an offer 
or a solicitation of any services. Past performance is not a guarantee of future results. 
 
For more information about Cetera Investment Management, please reference the Cetera Investment Management 
LLC Form ADV disclosure brochure and the disclosure brochure for the registered investment adviser your adviser is 
registered with. Please consult with your adviser for his or her specific firm registrations and programs available. 
 
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. 
 
All economic and performance information is historical and not indicative of future results. The market indices discussed 
are not actively managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor 
for more information. 
 
Additional risks are associated with international investing, such as currency fluctuations, political and economic 
instability, and differences in accounting standards. 
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
 
Glossary 
The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping (among other factors) 
designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap 
universe. 


