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The U.S. and global markets behaved vastly differently in  
the first three months of 2022 than the closing 3 months 
of 2021. Turmoil, across most asset classes, was a good 
reminder that markets don’t always go up.  The only bright 
spot of the first quarter was commodities—but it’s doubtful 
that anyone with recent experience at the pump is cheering 
the rise in global oil prices.

Looking at large cap stocks, the widely-quoted S&P 500 
index of large company stocks is down 4.60% in the first 
quarter. 

International markets experienced a slightly deeper 
downturn.  The broad-based EAFE index of companies in 
developed foreign economies lost 5.91% in the first quarter.  
Influenced by the conflict in Ukraine, European stocks, are 
down 11.34% so far this year.  Emerging market stocks of 
less-developed countries, as represented by the EAFE EM 
index, also joined in the global decline, falling 6.97% in 
dollar terms in the first quarter.

2022 First Quarter Investment Market Report
Quarter         YTD      1 Year       3 Years

 MSCI EAFE (NR) -5.91 -5.91        1.16          7.78
MSCI EM (NR) -6.97 -6.97      -11.37       4.94

Source: Morningstar Direct; See disclosures for important benchmark information

        Quarter       YTD        1 Year       3 Years
S&P 500 Index (TR)              15.65          18.92
Russell 2000 (TR)            

- 4.60      -4.60
-7.53      -7.53          11.74 

Wilshire U.S. REIT (TR)     -3.87  -3.87
-5.79
29.14   11.94

Source: Morningstar Direct; See disclosures for important benchmark information

Quarter      YTD       1 Year     3 Years
Bloomberg US Aggregate Bond (TR) -5.93      -5.93       -4.15         1.69 

Quarterly
       March 31, 2021

Source: Morningstar Direct; See disclosures for important benchmark information

      March 31, 2022
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In the bond markets, yields are going up, albeit somewhat 
incrementally.  Coupon rates on 10-year Treasury bonds 
rose to a 2.36% rate, compared with 1.67% at this time 
last year. 

These market declines are always a bit nerve-rattling, but 
if you look at the S&P 500 from the start of the year to 
the end of the quarter, the picture becomes a bit more 
positive.  The first two months of the year saw the S&P 
500 index of large companies drop from 4770 down to 
4173, more than a 10% dip.  And then, in the second half of 
March, the index made up a lot of ground to reach back up 
to the 4630 level.  Nobody, of course, knows what’s going 
to happen next, but if you simply looked at the markets 
with a long enough history, the negative quarter would 
have looked like an insignificant blip.  Let us not forget, 
these declines happen regularly (red shows the intra-year 
drops and blue the end of year returns).
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Source: JP Morgan, Guide to the Markets 1Q 2022



So inversion is a signal and an important one, but not the only 
measure of the market and the economy.

More optimistically, it is not easy to ignore the fact that the 
U.S. economy added 431,000 new jobs in March, after a gain 
of 678,000 in February.  Additionally, U.S.-based corporations 
experienced their most profitable year since 1950 in calendar 
2021.  People who see the glass half-empty certainly have 
some data on their side, but so too do the optimists 
among us.  

For investors, both pessimist and optimist, the most 
important choice is to stick to a long-term investment 
horizon and to have faith in a diversified asset allocation.

And so we wait, perhaps impatiently, for the next time the 
markets test new highs.  Even if we don’t know when that will 
happen, history offers encouraging evidence that it will.

That said, there are enough clouds on the horizon to raise 
the possibility that markets will experience more volatility 
and investors could be presented with more buying 
opportunities.  The most obvious one is the uncertainty 
that comes with a continuing, grinding war in Ukraine, and 
any reverberations through Europe and the rest of the 
world.  

Another is the possibility of a deteriorating global/U.S. 
economy.  Economists are currently backing off of the 
robust U.S. growth projections that they were making late 
last year.  Their consensus now is that, when we finally 
measure the first quarter’s GDP growth sometime next 
month, it will come in around 1.8%, slightly below trend. 

Meanwhile, the bond markets briefly shifted to a shallow 
inverted yield curve before returning to a more normal 
spread.  An inverted yield curve is a fancy way of saying that 
short-term bonds are offering higher rates than longer-term 
ones.  When this happens, the yield on 2-year Treasury 
notes is slightly more generous than the yield on 10-year 
issues.  The yield dynamics might (might!) signal that 
markets expect more risk in the nearer term than the 
longer term.  

Some market participants (and primarily the financial media) 
have responded with alarm, saying that this inversion 
predicts a recession.  Of the last 28 times that the 2-and-10 
yield curve has inverted, recession has followed 22 times.  
That’s a great record if you ignore the question of when the 
recession happened.  Over the past six recessions that lag 
has ranged from as little as six months to as long as three 
years.  

CONTINUES NEXT PAGE
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Important Disclosure Information
Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the 
future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Montis Financial, 
LLC [“Montis]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical perfor-
mance level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content 
may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or 
as a substitute for, personalized investment advice from Montis. Montis is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be 
construed as legal or accounting advice. A copy of the Montis’ current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or 
at www.montisfinancial.com.  Please Remember: If you are a Montis client, please contact Montis, in writing, if there are any changes in your personal/financial situation or investment 
objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to 
our investment advisory services.  Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us 
if you have not been receiving account statements (at least quarterly) from the account custodian.

S&P 500, Russell 2000, Wilshire U.S. REIT, and Barclays U.S. Aggregate Bond indexes are reported using Total Return.  Total Return assumes the reinvestment of dividends/interest.  
MSCI EAFE and MSCI EM benchmark performance is reported using Net Total Return.  Net total return indexes reinvest dividends after the deduction of withholding taxes, using (for 
international indexes) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties.
Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and generally do not reflect 
the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of 
decreasing historical performance results.  It should not be assumed that your Montis account holdings correspond directly to any comparative indices or categories. Please Also Note: 
(1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your Montis accounts; and, (3) a description of each 
comparative benchmark/index is available upon request.

Financial Planning News: 
For all of those people who said bipartisanship is dead, we present  
the “Secure Act 2.0.”  With a 414-5 vote in the House of Representatives 
this March, the Securing a Strong Retirement Act of 2022 was approved 
and is soon headed to the Senate where it has strong bipartisan support.  
The bill – or a similar version currently in the Senate or maybe a 
combination of the two—is widely expected to pass sometime this year.

While we wait to see what Congress does, here are a few of the most likely 
provisions to become law:

• SECURE 2.0 would raise the age to begin taking RMDs to age 75 over
a decade.  The age for RMDs would initially increase to 73 starting on
January 1, 2023, then to age 74 on January 1, 2030.  It would rise to
75 on January 1, 2033.

• Under current law, employees who have reached age 50 can make
extra catch-up contributions to a 401(k) or similar plan.  The limit on
catch-up contributions for 2022 is $6,500, indexed annually for
inflation.  SECURE Act 2.0 keeps the existing catch-up contribution
limits for those aged 50 and increases the annual catch-up amount to
$10,000 for participants ages 62 through 64, beginning in 2023.
This higher limit would also be indexed for inflation.

• SECURE 2.0 would require employers to automatically enroll eligible
workers into the firm’s 401(k) or 403(b) plans at a savings rate of
3% of salary – although workers would be able to opt out or opt to
save less or even more, up to annual contribution limits.  Enrolled
workers’ contribution rates would automatically increase each year
by 1% until their contribution reaches 10%.

• Under current law, catch-up contributions to qualified retirement
plans offered by employers can be made on a pre-tax or Roth basis
(if permitted by the plan sponsor). SECURE Act 2.0 provides that
effective January 1, 2022, all catch-up contributions to employer- 

   sponsored qualified retirement plans would be subject to Roth tax  
   treatment.  This means that the extra $6,500 contributed by  
   workers age 50 or older would automatically go into a Roth 401(k)  
   and come from post-tax salary rather than pre-tax wages.  This would  
   end up cutting the up-front tax savings for individuals who max out  
   their 401(k)s.

• Another provision in the bill would allow 401(k)s and other plans to
give participants the option of having any employer matching
contributions put into Roth 401(k) accounts. Currently, matching
contributions must be on a pre-tax basis.

• People age 70½ and older can transfer up to $100,000 tax-free each
year from their traditional IRAs directly to charity.  These qualified
charitable distributions (QCDs) can count as all or part of your RMDs,
but they’re not taxable and they’re not added to your adjusted gross
income.  SECURE 2.0 would enhance QCDs in two ways.  First, it
would annually index the $100,000 cap for inflation.  Second, it would
allow a one-time QCD transfer of up to $50,000 through a charitable
gift annuity or charitable remainder trust.

Company News from Montis

The Montis Financial Kings earned 
second place in their league with 
a strong showing at the season-
ending tournament.  Despite losing 
the championship game, the Kings 
exhibited outstanding teamwork, 
passion and effort all season. Their 
growth as players and teammates 
cannot be overstated.  Connor 
and Carter, shown here, the sons 
of Senior Advisor Mary Konetzny, 
represented the team on behalf of 
our Montis Family!




