
 
 
 
 

 
 
 
 
 
 
 

 

 2022 ECONOMIC REVIEW1 
• The Federal Reserve hiked interest rates seven times in 2022, taking their Fed Funds rate from 0.0%-0.25% at the start of 

the year to a new range of 4.25-4.50% at year-end, its highest level since December 2007. 

• Both stocks and bonds have been hit hard by this rapid adjustment in the “risk-free” rate, with a US 60/40 portfolio 
finishing 2022 with its worst year since 2008.2 

• Along with rising rates, inflation rapidly rose this year. This increase was twofold:  
o As a result of backstopping the pandemic, we had unprecedented creation of money supply in 2020. At the time, 

this seemed to have been the appropriate action to avoid utter calamity, however, resulted in an extremely high 
supply of money, leading to inflation.  

o Adding fuel to the fire, a massive theme of deglobalization emerged as a result of the Russia/Ukraine war driving 
energy prices to new highs. 

o Still, there seems to be a light at the end of the tunnel. Last week’s CPI report confirmed this, showing the 5th 
consecutive decline in the year-over-year inflation rate. At 7.1%, this is now 2% below the peak inflation rate from 
June 2022. 

o A major contributor to this softening; gas prices in the US are now 16 cents lower than they were a year ago, down 
37% from their peak in June. 

• Higher inflation and higher interest rates considerably impacted the consumer.  
o The evidence: an all-time low this year in the University of Michigan’s confidence index and 8 consecutive months 

below 60. That’s the longest run of extreme negative consumer sentiment we’ve ever seen, with data going back 
to 1952. The prior record during the 1980 recession was 4 straight months. 

• We are also starting to see a major rest in the housing market 
o The US Housing Market Index (a measure of homebuilder confidence) fell for the 12th consecutive month to its 

lowest level since April 2020. Prior to April 2020 (which was a short-lived decline during the pandemic shutdowns), 
June 2012 was the lowest level experienced. 

o The good news is that US home prices are now close to flat on a YoY basis and down over 10% from their peak in 
June 2022. More reasonable prices and falling mortgage rates could be signs we are reaching a bottom in the 
housing market.  

 2023 LOOK FORWARD1
  

• Earnings growth remains strong, and this is supportive for stocks. 
o For example, over the last 20 years, S&P earnings have gone from $46/share at the end of 2002 to $220/share this 

year. That is a compounded annual growth rate of 8.1%, and the index has compounded at a 9.7% CAGR over the 
same period. In other words, earnings growth explains 84% of the move in the S&P 500 over the last 2 decades.3 

• Fixed income markets have finally become attractive again. 
o In the fixed-income market, over the last decade, we were in an environment of “There is No Alternative” (TINA), 

and now we are in a market where “There are Many Alternatives” (TAMA). As rates increased, bond prices got 
crushed to the point where they put up the second-worst year ever on record. However, you can now find yield 
across credit and bond markets and do not have to take excessive risk in alternative investments.  

• While the Fed will continue to hike, an end is within view. 
o Just two more hikes: a 25 bps increase in February 2023 (to 4.50-4.75%) and another 25 bps in March 2023 (to 

4.75-5.00%). After that, a pause is anticipated, followed by rate cuts starting in November 2023. 
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    MARKET UPDATE 
Market Index Returns as of 12/31/22 WTD QTD YTD 1 YR 3 YR 5 YR 

S&P 500 TR USD -0.11% 7.56% -18.11% -18.11% 7.66% 9.43% 

NASDAQ Composite TR USD -0.28% -0.79% -32.54% -32.54% 6.10% 9.67% 

DJ Industrial Average TR USD -0.17% 16.01% -6.86% -6.86% 7.32% 8.38% 

Russell Mid Cap TR USD -0.05% 9.18% -17.32% -17.32% 5.88% 7.10% 

Russell 2000 TR USD 0.08% 6.23% -20.44% -20.44% 3.10% 4.13% 

MSCI EAFE NR USD 0.06% 17.34% -14.45% -14.45% 0.87% 1.54% 

MSCI EM NR USD 0.30% 9.70% -20.09% -20.09% -2.69% -1.40% 

Bloomberg US Agg Bond TR USD -0.65% 1.87% -13.01% -13.01% -2.71% 0.02% 

Bloomberg US Corporate High Yield TR USD -0.93% 4.17% -11.19% -11.19% 0.05% 2.31% 

Bloomberg Global Aggregate TR USD -0.34% 4.55% -16.25% -16.25% -4.48% -1.66% 

 OBSERVATIONS 2022 
• Blue Chip stocks (DJ Industrial Average) had their only positive quarter of the year in the fourth quarter of 2022; however, it 

was not enough to mount a recovery from the steep losses experienced in the first three quarters of the year. Broader 
domestic stocks, the S&P 500 Index finished down -18.11% for the year.  

• Domestic stocks underperformed international stocks but outperformed emerging market stocks for 2022. International 
and emerging market equites returned -14.45% and -20.09% respectively. 

• Bonds across the board also finished squarely in the negative for 2022. 
o US Bonds, represented by the Bloomberg US Agg Bond Index returned -13.01% while international bonds, 

represented by the Bloomberg Global Aggregate Index returned -16.25% 
 
 
 
 
 

 BY THE NUMBERS 
 

• Recession Ahead: More than two-thirds of the economists at 23 large financial institutions that do business directly with 
the Federal Reserve are betting the U.S. will have a recession in 2023. Two others are predicting a recession in 2024. The 
firms, known as primary dealers, are a collection of trading firms and investment banks that include companies such as 
Barclays PLC, Bank of America Corp., TD Securities and UBS Group AG. They cite a number of red flags: Americans are 

spending down their pandemic savings. The housing market is in decline, and banks are tightening their lending standards.4 

 

• NYE got More Expensive: Across the US, the average price of Champagne has risen since 2020. In January 2020, one bottle 

of the effervescent drink cost about $49, but by November 2022, the price had risen 18% and now sits just under $58.5 

 

• Tech Layoffs: In 2022 about 150,000 tech workers were laid off from both major companies and smaller startups—including 
51,000 in November alone. Notable tech companies that laid off a significant portion of their workforce this year: 

Robinhood (31%), Snap (20%), Stripe (14%), Lyft (13%), Carvana (8%), and Door Dash (6%).6 

 

• Farmland Coming Hot to 2023: The USDA expects farmers’ earnings to grow 14% this year from last year, largely thanks to 
how much the rest of us are paying at the grocery store. Meanwhile, farmland in the Midwest is also at a premium. Prices 
shot up 20% in the third quarter from a year earlier even as the residential real estate market sagged, marking the eleventh 

straight quarter of growth, per Bloomberg.7 

 

 



 

 

Economic Definitions 

Federal Reserve (Fed): The Federal Reserve System is the central banking system of the United States of America. 
 
Federal Funds Rates (Fed Funds rate): The Federal funds rate refers to the target interest rate set by the Federal Open Market Committee (FOMC). 
This target is the rate at which commercial banks borrow and lend their excess reserves to each other overnight. 
 
CPI (headline and core): Consumer prices (CPI) are a measure of prices paid by consumers for a market basket of consumer goods and services. The 
yearly (or monthly) growth rates represent the inflation rate. 
 
University of Michigan Consumer Sentiment Index: Consumer confidence tracks sentiment among households or consumers. The results are 
based on surveys conducted among a random sample of households. Target Audience: representative sample of US households (excluding Alaska 
and Hawaii). Surveys of Consumers collects data on consumer attitudes and expectations summarized in the Consumer Sentiment, in order to 
determine the changes in consumers' willingness to buy and to predict their subsequent discretionary expenditures. This Index is comprised of 
measures of attitudes toward personal finances, general business conditions, and market conditions or prices. Components of the Index of 
Consumer Sentiment are included in the Leading Indicator Composite Index. Unit: Index (Q1 1966=100)  
 
NAHB/Wells Fargo Housing Market Index (HMI) is based on a monthly survey of home builders. They are asked to rate current sales of single-
family homes and sales expectations for the next six months and to rate traffic of prospective buyers. Scores for responses to each component are 
used to calculate a seasonally adjusted overall index, where a number over 50 indicates more builders view sales conditions as good than poor. 
 
Basis Point: A basis point is a common unit of measure for interest rates and other percentages in finance. Basis points are typically expressed with 
the abbreviations bp, bps, or bips. One basis point is equal to 1/100th of 1%, or 0.01% 
 
Index Definitions 
S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of 
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 
 
NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global 
Market and Capital Market. The index was developed with a base level of 100 as of February 5, 1971. 
 
Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders 
in their industry. It has been a widely followed indicator of the stock market since October 1, 1928. 
 
Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent 
approximately 25% of the total market capitalization of the Russell 1000 Index. 
 
Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing approximately 8% of the 
Russell 3000 total market capitalization. The real-time value is calculated with a base value of 135.00 as  
of December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 
 
MSCI EAFE: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of December 31, 1969. 
The MSCI EAFE region covers DM countries in Europe, Australasia, Israel, and the Far East. 
 
MSCI EM: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap representation across 
Emerging Markets (EM) countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 
 
Bloomberg Barclays US Agg Bond: The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the 
investment grade, US dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate 
securities, MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency and non-agency).  
 
Bloomberg Barclays High Yield Corp: The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, high yield, 
fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and S&P is Ba1/BB+/BB+ or below. 
Bonds from issuers with an emerging markets country of risk, based on Barclays EM country definition,  
are excluded. 
 
Bloomberg Barclays Global Agg: The Bloomberg Barclays Global Aggregate Index is a flagship measure of global investment grade debt from 
twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate 
bonds from both developed and emerging markets issuers.  
 
Bloomberg Barclays Municipal Bond Index: The Bloomberg Barclays U.S. Municipal Index covers the USD-denominated long-term tax-exempt bond 
market. The index has four main sectors: state and local general obligation bonds, revenue bonds, insured bonds and prerefunded bonds.  



 

Disclosures 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are 
unmanaged and investors are not able to invest directly into any index. Past performance cannot guarantee future results.  

The statements provided herein are based solely on the opinions of the Advisor Group Research Team and are being provided for general 
information purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or 
other financial instruments. Any opinions provided herein should not be relied upon for investment decisions and may differ from those of other 
departments or divisions of Advisor Group or its affiliates. Certain information may be based on information received from sources the Advisor 
Group Research Team considers reliable; however, the accuracy and completeness of such information cannot be guaranteed. Certain statements 
contained herein may constitute “projections,” “forecasts” and other “forward-looking statements” which do not reflect actual results and are 
based primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial information. Any opinions, projections, 
forecasts and forward-looking statements presented herein reflect the judgment of the Advisor Group Research Team only as of the date of this 
document and are subject to change without notice. Advisor Group has no obligation to provide updates or changes to these opinions, projections, 
forecasts and forward-looking statements. Advisor Group is not soliciting or recommending any action based on any information in this document. 

Securities and investment advisory services are offered through the firms: FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint 
Financial, Inc., Triad Advisors, LLC, Infinex Investments, Inc., and Woodbury Financial Services, Inc., broker-dealers, registered investment advisers, 
and members of FINRA and SIPC. Securities are offered through Securities America, Inc., American Portfolios Financial Services, Inc., and Ladenburg 
Thalmann & Co., broker-dealers and member of FINRA and SIPC. Advisory services are offered through Arbor Point Advisors, LLC, American 
Portfolios Advisors, Inc., Ladenburg Thalmann Asset Management, Inc., Securities America Advisors, Inc., and Triad Hybrid Solutions, LLC, registered 
investment advisers. Advisory programs offered by FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., Securities 
America Advisors, Inc., Triad Advisors, LLC., and Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., an 
affiliated registered investment adviser. 5392110 

 
 
1 Data Obtained from Bloomberg as of 12/31/2022 
2 https://bilello.blog/2022/the-week-in-charts-12-20-22 
3 https://www.datatrekresearch.com/category/blog/ 
4 https://www.wsj.com/articles/big-banks-predict-recession-fed-pivot-in-2023-11672618563?mod=economy_lead_story 
5 https://www.wine-searcher.com/m/2022/12/us-inflations-champagne-impact 
6 https://www.morningbrew.com/daily/stories/2022-trend-tech-layoffs 
7 https://www.ers.usda.gov/topics/farm-economy/farm-sector-income-finances/highlights-from-the-farm-income-forecast/ 
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