
So far, 2022 has been one of those years that tests the patience of investors. It’s been a long time 
since we’ve seen the kind of uncertainty we’re currently experiencing in the economy or this level 
of volatility in the financial markets. In fact, this is the worst downturn since the Global Financial 
Crisis in 2007-09. Right now, many investors may feel like they’re on a white-knuckle roller 
coaster ride, wondering how close they are to the end.

Allow me to reframe this perspective, if you’re among those feeling higher-than-usual levels of 
anxiety or concern about your investments. A message of reassurance could help relieve some of 
this worry, but I don’t want to repeat myself from previous quarterly reports. What could be more 
helpful at this juncture, three months out from the end of the year, is a turn inward, to revisit the 
reasons why invest in the first place. My intention is to offer some perspective as we withstand 
this current spell of market turbulence and maintain our focus on your financial objectives.  

What are we doing here, anyway?

We don’t invest for the sake of just investing. As your advisor, we understand that the goals you 
have for your wealth are real and personal. Those goals could include generating income or wealth 
preservation or ensuring a legacy for future family generations. Whatever your goals are, they 
remain at the forefront of our efforts, no matter if markets are smooth sailing or under heavy 
weather. Numbers, performance, results – these are the barometers we use to mark progress, 

to make adjustments when required, and to measure our success in 
helping you achieve your goals. We never lose sight of the purpose 
of our efforts, which is to help you realize the purpose of your efforts 
from a financial standpoint, whatever that purpose may be.

Market volatility can be an anxiety-inducing experience investors and 
investment managers alike, but I see volatility as the price we pay 
for growth that outpaces inflation over the long term. It’s important 

for you and for us to maintain this long-term perspective, especially during short-term spells of 
market turbulence. To put these efforts in perspective, I turn to Benjamin Graham, who is widely 
recognized as the first thought leader in the financial markets: “The best way to measure your 
investing success is not by whether you’re beating the market but by whether you’ve put in place a 
financial plan and a behavioral discipline that are likely to get you where you want to go.”

So how to get where you want to go? That’s why you hire a wealth advisor like Post Oak, but 
there are many ways to arrive at your financial objectives. You could follow the unmanaged S&P 
500 Index, investing the biggest firms in the U.S. economy. Another common approach is to own 
a blended portfolio of 60% stocks and 40% bonds as a popular strategy for seeking moderate 
growth. Or incorporate stock market hedges to help temper your exposure to market volatility. 
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Volatility can be an anxiety-inducing, 
but it’s price for growth that outpaces 
inflation over the long term. 

Continued on the next page.
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No immunity to market downturns

In the chart below, you can see the year-to-date performance of the three strategies I described 
above. The S&P 500 represents the broad stock market. VBIAX is the Vanguard Admiral 
Balanced Fund, which is a good proxy for a 60% equity/40% bond portfolio, suitable for the 
standard moderate investor. SDRAX is the Swan Defined Risk Fund, which is one of the most 
heavily hedged mutual funds in the market. 

As the chart shows, the two mutual funds aren’t down quite as much as the S&P 500, but both 
are well in the red for the year-to-date. Volatility has hit bonds this year as well as interest rates 
rose across all maturities, so the 40% bond allocation hasn’t helped much in the 60/40 balanced 
portfolio. Similarly, the hedged strategy has struggled with strong market fluctuations this year, 
as was the case with our portfolios in the first half of the year. Extreme market swings have even 
been challenging to hedged portfolios.

Just about every strategy would show a similar picture – some may be better than the S&P 500, 
many would be worse, but very few would be immune to this year’s downturn. 2022 is shaping 
up to be a difficult year overall for investors with very few places to hide. Downturns of 20% or 
more are not uncommon, nor should they be unexpected. Over the last 80 years (since 1942), 
there have been 15 bear markets for the S&P 500. But those bear markets have never been 
permanent. Since 1942, the average bear market has lasted just over 11 months, according to First 
Trust, with an average cumulative loss of 31.4%. In contrast, the average bull market has lasted 
4.4 years over this time, generating an average cumulative return of 155%.

Historical performance data may not offer much comfort to investors in the midst of what may 
seem like a market meltdown. But those of us who invested through those historical downturns 
thought the same thing at the time. Patience and calm are good virtues to call on during this stage 
of the market cycle. Jeremy Seigel, professor of finance at the Wharton School of Business, said it 
well in his best-seller, Stocks for the Long Run: “Fear incites human action far more urgently than 
does the impressive weight of historical evidence.”

Continued on the next page.
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Rates and recession fears on the rise

Before the start of September, stocks were on track for a positive quarter thanks to a nice rebound in 
July. But more bad news on inflation, followed by another three-quarter point hike by the Federal 
Reserve at their September 21 meeting, sent the S&P 500 tumbling to end the month down more 
than 9% -- the worst month so far this year for the benchmark stock index. Investors waiting for 
signs that inflation would turn the corner were disappointed by the August Consumer Price Index 
(CPI) report, which showed headline CPI higher by 8.3% over the same month a year ago. That was 
a slight improvement from 8.5% in July and the 40-year high of 9.1% in June, but not enough to 
soothe investor concerns about further Fed rate hikes or the growing possibility for recession. 

Falling gasoline prices have helped keep the headline inflation rate at bay, reflecting the overall 
decline in oil prices, which fell to around $80 per barrel for West Texas Intermediate crude by 
quarter end. The slide in energy prices was mostly due to growing worries about a recession, 
perhaps more so in global regions such as Europe. While the drop in gas prices was welcomed, 
rising inflation in other areas such as food, shelter, medical care, new vehicles and more offset 
this relief. House prices and rents have continued to rise, even as higher mortgage rates have 
cooled the housing market. In the CPI calculation, shelter costs (which capture both mortgage 
and rent payments) represent about one-third of the reported number, which may help explain 
why inflation has remained persistent. Housing numbers also lag other statistics in the economy, 
which could lead to easing price pressures in coming months as the effects of higher interest rates 
become real throughout the economy. 

A quarterly review of stock market sectors show only two – Consumer Discretionary and Energy 
– making gains in the 3rd Quarter. Financials and Industrials also outperformed the benchmark 
index, although still posted losses for the quarter. Declines for the Communications and Real 
Estate sectors reached the double-digits for Q3. For the year-to-date, Energy remains the only 
S&P sector with positive returns. Communications remains the worst sector year-to-date with a 
loss of almost 40%. Technology is also lagging so far this year, down over 31% for the year-to-
date through September. 

Q3 2022 Economic & Market Commentary | Page 3

 1200 Smith Street, Suite 610  | Houston, Texas 77002   281.580.2100 Ext. 1 | 877.359.2081 toll free

info@postoakprivatewealth.com  |  www.postoakprivatewealth.com

Continued on the next page.

����

����

�����

�����

�����

�����

�����

�����

�����

�����

������

������

������ ������ ����� ����

������������������

�����


�������	�

���������	�

�������������

���	�������

���	�����

������	��

�������������	��

�������	�

 ��	�������

�������������������

����������������������������
�	�����������������

��������������������������������������������



We should also note the significant volatility that has rocked in the bond market over the last 
three months. Yields on the benchmark 10-year U.S. Treasury note reached 4% in September, the 
highest level in over 10 years, not only due to rate hikes from the Federal Reserve but other policy 

tightening moves from central banks in Japan, Europe and especially 
the U.K. Perhaps more significantly for U.S. investors is the jump in 
yields across shorter maturities, some of which have been bigger than 
the jump in the 10-year yield. At the end of September, yields for 
Treasuries from six months to seven years were all higher than 10-year 
and even 30-year yields, a remarkable inversion that often indicates an 
oncoming recession. This kind of bond market volatility hasn’t been 

seen in a generation; 1976 was the last time both benchmark stock and bond indexes declined 
for three consecutive quarters, until this year. The dual declines have likely rattled investors with 
moderate or blended portfolios, such as the traditional 60/40 allocation, who expected their bond 
holdings to temper losses in a volatile stock market. 

What to expect after the midterms

As we enter the final quarter of this turbulent year, all eyes will be turned to the upcoming 
midterm elections. I advise clients not to put too much weight on politics and elections when 
setting expectations and making investment decisions. However, there are some interesting trends 
to consider in looking at market performance in the election cycle, and they may offer some 
optimism in the midst of trying times. 

When analyzing stock returns through the lens of the four-year presidential cycle, the second year 
of the term has been the most difficult for performance, which would be consistent with what 
we’ve experienced in 2022. Digging a little deeper, the worst quarter for stock returns in the four-
year presidential cycle has been Q2 of the second year. That trend may prove to be consistent this 

time around, depending on how the rest of Biden’s first term plays out. 
The best quarters for stocks, by the way, were the three consecutive 
quarters from Q4 of the second year to Q2 of the third year. Those 
periods happen to be the quarters following the midterm elections, 
which we are entering now. 

From an investment standpoint, midterm election years have 
historically been difficult periods for the stock market, typically 
highlighted by increased volatility in the months leading up to Election 

Day. But the months following midterms have historically been a “sweet spot” for stock market 
returns. Looking at data from Bloomberg, stocks have done well in the three, six and 12 months 
after Election Day, significantly better than the same periods in years without midterm elections. 
One possible explanation for this trend is investor cautiousness around election uncertainty. After 
the midterms, that cautiousness vanishes and investors are eager to get back into the market. 
Another potential reason is the return of divided government, which investors like because 
political gridlock often means less governmental meddling in the financial markets.

12 months before 
(Nov 1-Oct 31)

3 months after 
(Nov 1-Jan 31)

6 months after 
(Nov 1-Apr 30)

12 months after 
(Nov 1-Oct 31)

Midterm average 0.3% 7.3% 15.1% 16.3%

Non-midterm average 10.7% 2.9% 4.2% 6.4%
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1976 was the last time both stocks and 
bonds declined for three consecutive 
quarters, until this year.

Midterm election years have historically 
been difficult for stocks, but the months 
after the midterms have been a “sweet 
spot” for stock returns. 
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Past performance does not guarantee future results. There is no guarantee that any investment strategy or account will be profitable or will not incur 
loss. Investors should consider the investment objectives, risks, charges and expenses that make up this investment strategy carefully before investing. 
Investing involves risk, including the possible loss of principal. Share price, principal value, and return on investments will vary, and you may have a gain 
or a loss when you sell your investment.

Post Oak Private Wealth Advisors may have an interest in securities or sectors highlighted in this report. This presentation and the data herein is neither 
an offer to sell nor a solicitation of any offer to buy any securities, investment product or investment advisory services offered by Post Oak Private 
Wealth Advisors. (“Post Oak”) This presentation is subject to a more complete description and does not contain all of the information necessary to make 
an investment decision, including, but not limited to, the risks, fees and investment strategies of any Post Oak products or services. Any offering is made 
only pursuant to the relevant information memorandum and accompanying, subscription materials, including Post Oak’s Form ADV Part 2, all of which 
must be read in their entirety. This information is not an advertisement and is not intended for public use or distribution and is intended exclusively for 
the use of the person to whom it has been delivered. The contents of this report have been compiled from original and published sources believed to 
be reliable, but are not guaranteed as to accuracy or completeness.  Market opinions contained herein are intended as general observations and are not 
intended as specific investment advice. Market index performance is provided by a third-party source deemed to be reliable. Indexes are unmanaged 
and have been provided for comparison purposes only. No fees or expenses have been reflected. Individuals cannot invest directly in an index.

Putting emotions in perspective

Looking at historical trends in the market, whether it’s in relation to election cycles or past 
bull and bear markets, is useful for putting the day-to-day fluctuations in proper perspective. 
Investing can be very emotional at times. Perspective can help us as investors keep our emotions 
in check and temper our impulse to make snap decisions, which often lead to further setbacks 
down the road. 

“The key to making money in stocks is to not get scared out of them.” That’s a quote from 
renown Fidelity money manager Peter Lynch, someone who’s been around the market for a few 
cycles and has seen his share of downturns. His words seem very apt for helping investors cope 
in the current market climate. Despite what the historical record says about post-midterm stock 
market performance – remember that those numbers are averages of past returns, which can vary 
widely – it may be likely that we see market volatility continue into the last quarter of 2022 and 
into next year. 

Preparation and planning are essential for investors throughout their investing journeys. They 
prove their worth during periods of market turbulence, helping you quiet the noise of the market 
and keep your focus on your long-term goals. But the value of planning and preparation comes 
in their regular practice. As your wealth advisor, we help you maintain this practice, keeping you 
prepared for uncertainty with plans specific to your financial future. We thank you for the trust 
you continue to place in our practice and are here to support you and your wealth today and 
tomorrow, no matter what changes happen in the financial markets. 


