
Even with two months remaining in the calendar year, 2022 is likely to go down as one of the 
most challenging years for stock investors in history, marked by stomach-churning volatility 
and whipsawing rallies. The fact that you’ve prevailed through this rough market environment 
deserves some credit. You stuck with your investments during the hard times, when it looked like 
the stock market was on track for one of its worst years since World War II. If you kept your wits 
and avoided emotional decisions with your portfolio, your patience and your fortitude place you 
in elite company with other prudent investors. The challenges may not be over yet, but you know 
like all volatile periods, this too shall pass. I congratulate you on your resolve and for investing 
with emotional intelligence.

While the S&P 500 Index posted a 8.1% return for October, all of that gain came in the last two 
weeks of the month. Prior to this late month rally, the benchmark stock index was down nearly 
25% for the year-to-date. Performance for the Nasdaq Composite Index was worse, with the tech-
heavy stock benchmark down 34% for the year-to-date as of market close on October 14. Had 
2022 ended there, it would become the third worst year for stocks since 1945. Only three years in 
that time saw losses over 20% for the S&P 500 (2008, 2002 and 1974.) It’s always possible that 
2022 could turn worse before year-end, so we’ll have to watch and see and continue to invest with 
the courage of our convictions. We should also look beyond year-end, because historical trends 
point to favorable performance for stocks in the periods after midterm elections. 

Will gridlock be good for investors?

In my 3rd Quarter letter, I mentioned the potential for political gridlock in Washington after the 
midterm elections should Republicans manage to take control of the House or Senate or both. 

As of this writing, with Election Day just around the corner, the pollsters and strategists think 
this is now the likely outcome. A shift in power away from the president’s party would also 
be consistent with recent midterm elections, where unified government gives way to divided 
government and political gridlock. From an investor perspective, gridlock is said to be good 
because it often means not much gets done in the way of new legislation or regulation. So GOP 
victories in many of the more contested midterm races in this cycle are likely to set the stage for 
better market conditions to come in future years. 

Inflation has emerged as the big issue in the midterm campaigns, which is not surprising given 
the economy is often top of mind for the majority of voters. Persistent inflation should work in 
Republicans’ favor as they seek to take control of Congress. Moreover, a recent ABC News poll 
found voters this year see Republicans more so than Democrats (36% to 21%) as better able to 
deal with inflation. A shift in legislative power to the GOP should help ease consumer fears about 
inflation, which in turn should provide a lift to risk assets such as equities. 

It’s also notable that the periods immediately following the midterm elections have historically 
been positive for the stock market. Since 1960, the stock market (as measured by the S&P 
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500 Index) has never lost value in the six months or 12 months following midterm elections. 
I mentioned in my Q3 letter the various reasons behind this historical trend; it could be the 
gridlock that often results from the midterms, or just the removal of uncertainty after Election 
Day. Whatever the cause, investors should pay heed to the potential for this favorable income 
in the months to come. It’s also another reason to stick with your investment strategy through 
thick and thin—patient investors have always been rewarded for staying the course through 
market downturns. 

Earnings: Less to fear so far

We’re in the midst of Q3 earnings season and so far reports haven’t been as bad as many 
analysts had feared. As of October 21, just over half of S&P 500 firms had reported Q3 
earnings and around 70% of them have beaten analyst estimates. That’s mostly consistent 
with previous quarters this year and is a good indication of the resilience of U.S. corporate 
performance in the face of inflation pressure and recession threats. FactSet’s calculation of 
the Q3 earnings growth rate for S&P 500 companies is currently positive at 2.2%. However, 
energy firms have powered much of this growth. Without the contributions from the energy 
sector, S&P 500 earnings growth would be down 5.1% for Q3, according to FactSet. That 
could change as more firms report earnings in the coming weeks.

Elevated oil prices have helped companies like Exxon Mobil and Chevron reap profits at near-
record levels. But tech earnings have largely disappointed investors and share prices for some 
of the biggest tech names – e.g., Amazon, Alphabet/Google and notably Meta/Facebook – fell 
hard. Looking at monthly performance by sector, energy remained the standout leader, rising 
25% for October and up 68% for the year-to-date. Industrial and financial stocks also turned 
in double-digit returns for the month, gaining 14% and 12% respectively. Technology stocks 
just underperformed the S&P 500 Index, but the consumer discretionary and communications 
sectors lagged the most while still managing small positive returns for the month. 

Continued on the next page.
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Inflation remained sticky according to the recent Consumer Price Index report for September. 
The headline rate declined by one-tenth of a point to 8.2% compared with a year ago as 
gasoline prices eased but food prices increased. The core inflation rate, which strips out food 
and energy prices, jumped to 6.6% on an annual basis, the highest pace of consumer price 
increases in 40 years. Costs for shelter, medical care, household furnishings, new cars and car 
insurance all rose in September. 

There is some optimism in the market that inflation will begin to soften in the coming months, 
raising hopes the Fed may soon pause their campaign of rate hikes. Not likely at the next 
Federal Open Market Committee meeting on November 2, where another 0.75 percentage-
point hike is expected. Nor at the final FOMC meeting of the year in December. Several Fed 
regional bankers, including three of the most hawkish (Mester, Bullard and Kashkari) spoke of 
a potential Fed “pause” in 2023. This possibility was behind the stock market’s strength in the 
latter half of October. 

In it for the long haul

Oftentimes, investment managers and financial planners are pressed into roles beyond their 
expected duties of selecting stocks and managing portfolios. In some ways, we act much like 
a therapist would in helping clients downplay the natural, human tendency to let emotion 
guide their personal decisions. At least when it comes to investing, and when it happens during 
volatile times in the markets, I feel this role is one of the best services we provide to you as a 
Post Oak client.  

When things in the market look like they’re at the absolute worst, that’s when people are most 
vulnerable for making an emotional decision with their investments. It’s often said no one can 
predict when a market downturn will hit the exact bottom, but it seems individual investors 
are really good at trying, jumping ship at the worst-possible moments after fear and panic have 
already taken the market to its low point in the cycle.
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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.

You may have heard this before, but it’s worth repeating—missing the best days in the market 
by selling your investments in downturns can result in a costly mistake. For example, if you 
had been out of the market for the best 10 days for stocks in the last 20 years, your total return 
would be half as much as would be if you had been invested the entire time. That’s not the 
10 best days each year, but just the 10 best days in the whole 20-year period. Of course, no 
one intentionally tries to miss the best days in the market, but that’s what often happens. In 
trying to miss the market’s worst days, they also miss the best days that tend to occur after the 
downturn ends and the recovery gets underway. 

As your investment advisor, my guidance to you at this point is to hang in there. You have a 
strategy designed to help you through these difficult times and to keep you invested for the 
long haul. We’ve seen downturns before, and we’ve always come out the other side to reap the 
rewards of the eventual recovery. Stay true to your plan and you’ll be well-positioned for the 
next opportunity in the market cycle.

 


