
Everyone seems to be talking about recessions at the moment. Market analysts have been talking 
about them for several months now, ever since the Federal Reserve took a more aggressive tack 
toward hiking interest rates and raised the specter of a potential economic slowdown. Last month, 
the recession discussion broke into the mainstream, with the first estimate of Q2 Gross Domestic 
Product (GDP) growth showing a second-straight decline in quarterly GDP growth. That meets 
the common definition of a recession, although the official arbiter of business cycle activity, the 
National Bureau of Economic Research (NBER), considers GDP plus other factors in recognizing 
recession starting dates. 

The economists haven’t had their say yet. But while we anticipate the official announcement, 
there remains a pervasive feeling among investors and consumers that a recession is inevitable, if 
not already present. How long and how bad this recession may be is a mystery, one we can only 
guess about at this point. Despite the approaching recession rumblings, stock investors actually 
had a good month in July. The S&P 500 Index posted its best monthly gain in almost two years. 
The benchmark stock index’s 9.2% return last month was its best July performance since 1939. 
The Nasdaq Composite Index posted a 12% return, with technology and consumer discretionary 
stocks leading the charge.  

The stock market’s rebound in July came as a welcome relief from the losses incurred in the first half 
of 2022, but the major equity indexes remain very much in the red for the year-to-date. Recession 
fears did creep into the bond market, where the benchmark 10-year U.S. Treasury rate slipped below 
3.0% to end the month at 2.6%. Rates for short-term bonds climbed in July, further flattening the 
U.S. Treasury yield curve (which can indicate on oncoming recession) and widening the negative 
spread between short- and intermediate-term bonds and 10-year Treasury notes.  

Another eye-popping inflation print in June—9.1% on a year-over-year basis—seemed to lock in 
the Fed’s latest interest rate increase of 0.75 percentage-point on July 27. A big jump in gas prices 
fueled most of the monthly rise in consumer prices. The core inflation rate, which leaves out volatile 
food and energy, actually showed a 0.1 percentage-point decline from May to June on a year-over-
year basis. Company reports indicate that inflation is having some impact on consumer spending, 
and subsequently their financial performance. As one case in point, Walmart warned during its 
quarterly earnings call that it expects to cut prices on unsold merchandise, which would likely 
impact its future quarterly and fiscal year profits. The largest U.S. retailer reported its customers 
seem to be spending a greater share of their shopping budgets on essentials and staples, leaving less 
for discretionary items.

Amazon, the behemoth of the Consumer Discretionary sector, also issued a dire earnings report 
for its latest quarter, noting a flat pace of revenue growth compared to the previous quarter, which 
was its slowest rate of revenue growth in nearly 20 years. The company posted a $2.0 billion loss 
due to increased capital investment costs, although slowing sales are also contributing to the drop 
in profits. Sales for Amazon’s primary e-commerce business dropped 4% as the dominant online 
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retailer experienced softer consumer demand, much like its brick-and-mortar compatriots. Amazon 
investors, however, remain big believers in the company’s ability to assert its market dominance and 
return to profitability. Its stock price soared over 11% on the day after its recent quarterly earnings 
announcement, despite its sales and cost-containment struggles.

Despite some signs of slowing spending, retail sales figures remained strong in June, showing a 1.0% 
monthly increase driven by higher spending in a wide range of categories. Until consumers begin to 
rein in rampant spending, we’re not likely to see inflation ease. Though some consumers, notably 
lower-income households, are getting hit hard by higher prices, the general consumer population 
seems to be taking the current bout of inflation in stride, absorbing higher prices or trading down 
their purchases to less expensive or store-brand goods. Sales for higher-end luxury items appear to be 
holding up as well, with higher income earners feeling largely insulated from the inflationary spike. 
A survey of luxury consumers by Saks (of Saks 5th Avenue fame) in May revealed that upper income 
shoppers (those with annual incomes of $200,000 and more) plan to spend as much or even more 
on luxury items in the next three months as they spent in the last three months.

The luxury market may be showing resilience because the “reverse wealth effect” that I wrote about 
a few reports ago has yet to materialize. July’s rebound in financial markets certainly helped, as did 
the persistence of high real estate values. The housing market is a conundrum right now; sales have 
weakened as borrowing costs increased, yet housing price indexes haven’t adjusted accordingly. For 
example, the average interest rate for a 30-year fixed mortgage has been sustained above 5.5% since 
June, peaking last month at 5.82%. Mortgage applications have been on a consistent downtrend 
all year but in July reached their lowest levels in over 20 years. On the other hand, the Case-Schiller 
National Home Price Index continues to show growth in home values, rising 19.7% in May from a 
year earlier. The nationwide median price of an existing home reached an all-time high of $416,000 
in June according to the National Association of Realtors, with growth reported in all regions. 

When reviewing housing market statistics, it’s always important to remember local markets can be 
much different than what’s reported at the national level. But if higher borrowing costs continue to 
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stymie hopeful homeowners—wherever they’re looking to buy—a housing market correction would 
likely follow. Spending is also related to employment and wages, both of which have remained 
strong in recent months. As long as workers continue to feel confident in their job prospects, 
spending will likely continue. Future Fed rate hikes may lead to a cooling of the employment 
markets, which would spell the end of the good times for workers and their paychecks but may help 
dampen spending, and with it inflation.

All sectors of the S&P 500 were in the black for the month. Leading the charge were consumer 
discretionary and technology, which posted double-digit gains in July. Not all the news from the 
tech world was good, with Google, Facebook, Twitter and Snap all reporting revenue disruptions 
due to softness in the digital advertising markets. Apple saw a drop in profitability in their recent 
quarter, but a jump in sales of the flagship iPhone. Energy stocks remained strong for the month, 
even as recession worries pushed oil prices below the $100 level for West Texas Intermediate 
crude, is continues to outperform all other sectors for the year-to-date. Other more value-oriented 
sectors such as health care and consumer staples lagged the overall market but still produced 
positive returns for July. 

While the market gains in July gave investors some much needed respite, it’s much too early to say if 
this recent rally will hold. In my view, the outlook for the economy and a recession is too uncertain 
to set any definitive expectations. It’s possible that the markets already priced in a pending recession 
in the downturn that consumed the first half of the year. However, if the slowdown is bigger or lasts 
longer than many believe, we’re likely to see a return to volatility as the economic scenario plays out. 

Even though there is a great amount of uncertainty in the markets right now, uncertainty is 
something all investors must contend with. This is why we follow a defensive investment discipline 
that provides our clients with a degree of protection no matter what direction the markets take in 
the future. We also maintain a long-term perspective to help us navigate these short-term bouts 
of uncertainty and volatility. We appreciate your trust and confidence in our strategies and look 
forward to continuing to serve your wealth management needs in the future. 
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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.

  

 

  

 


