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HISTORICAL OUTLIERS
The current economic environment has produced several historic, and in some cases rare, statistical occurrences. 
Because history often (but not always) repeats itself, observing and analyzing trends provides important clues on 
what investors may expect in the months and years ahead.  The following are several interesting examples based 
on current market conditions and recent developments.

Simultaneous Negative Performance of Stocks and Bonds
For decades, owning both stocks and bonds has provided a natural diversification and volatility hedge for 
investors.  In fact, over the past century there have only been two calendar years (1931 and 1969) when both 
stock and bond indices have finished the year in negative territory. Hypothetically, if 2022 were to end today, it 
would mark the third time in the past century this would have occurred.

Extreme Variance in Sector Performance
While each individual sector’s market performance tends to behave a certain way during each leg of a typical 
market cycle, seldom do they diverge from one another in the manner they have in 2022.  Since 1990, the 
average calendar-year spread between the highest and lowest performing sectors of the economy has been 
44.6%.  Through May 31st, the year-to-date sector variance stands at 83.2%, almost double the historical average 
(see chart below).  The largest calendar-year disparity occurred in the wake of the 2000 tech bubble, when the 
Utilities sector outperformed the Technology sector by an astounding 98%.

Year Both Stocks & Bonds Negative Following Calendar Year

Bonds Stocks Bonds Stocks

1931 -2.3% -43.3% 1932 8.8% -8.2%

1969 -0.7% -8.5% 1970 16.9% 4.0%

2022 YTD -11.8% -20.4% 2023 ??? ???
Year to date performance is through June 21, 2022.  Bonds are represented by the Bloomberg US Aggregate Bond Index and stocks are represented 
by the S&P 500 500 Total Return Index.
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Some information is derived from First Trust Portfolios, Morningstar, Charles Schwab, and Value Line. Reproduction or distribution of this material is prohibited and all rights are reserved.

Traditional Diversification’s Temporary Failure
As mentioned before, stocks and bonds have been used together to effectively diversify investor portfolios for 
decades.  In fact, this strategy was so effective that money managers eventually coined the term “60/40 portfolio,” 
implying that simply owning 60% stocks and 40% bonds provided the ideal risk/return tradeoff for most 
investors. Long-term stock and bond market performance tends to demonstrate this theory, but this year has 
developed into an uncommon outlier. In fact, the first five months of 2022 generated the worst January-May 
60/40 portfolio return since 1945.  The chart below illustrates previous years’ January through May 60/40 
portfolio underperformance, along with the subsequent 7- and 12-month performance that followed.

Past Performance Is Not Indicative of Future Results, But Discipline Is
A mantra among wealth advisors is that “past performance is not indicative of future results.”  This year has been 
a microcosm of why the statement is true, and like other uncommon, impactful market periods it will become a 
case study for economists in the decades that follow. The immediate takeaway for investors is that even the most 
well-constructed investing strategy isn’t foolproof 100% of the time. Unpredictable and turbulent periods of 
economic policy, world events, and market underperformance are inevitable.  However, disciplined investment 
strategies designed to manage volatility and achieve long-term wealth accumulation will ultimately continue to 
provide success over the long-run. 
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As of May 31, 2022.  Bonds are represented by the Bloomberg US Aggregate Bond Index and stocks are represented by the S&P 500 500 Total 
Return Index.
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