
   
S u m m e r  2 0 2 2  n e w s l e t t e r  

Have a Long-Term Plan and Perspective 

v i e w p o i n t  

Before writing a newsletter, we often look back at past editions. A year ago, we 
wrote about the market being up 33% from pre-COVID and up 91% from the 
COVID bottom. We also noted that while 10% pullbacks routinely occur it was 
unusual we had not experienced one in nearly two years. 

Our Winter 2022 newsletter suggested the market was overvalued and as the 
Federal Reserve increased rates to help slow inflation, we expected several 10% 
pullbacks before year-end. Because  
unemployment was low and the 
economy strong, we believed the 
market would weather the Federal 
Reserve’s rate hikes and end the year 
flat to slightly up. We predicted the 
markets would resume a more 
sustainable upward trajectory in 2023. 

Russia’s invasion of Ukraine changed 
everything. The invasion caused prices 
for crude oil to increase 49% and 
domestic gas prices at the pump to soar 
68% year-over-year. These increases 
pushed up inflation causing the Federal 
Reserve to raise rates higher and faster 
than prior expectations. Market pundits 
began wondering if an economic 
recession is looming because of the aggressive rate hikes. In early 2022 there 
was a 15-25% chance of a recession. Recent developments have increased those 
chances to 50% or higher. Should a recession develop, it is expected to be 
relatively short and shallow. 

The certainty of a recession was a was a major contributor to the S&P500’s 
recent 20% pullback from the all-time highs set earlier in the year. It is hard to 
witness market declines of this magnitude, but it is important to keep things in 
perspective. For example, while the decline may have wiped out the returns of 
2021 and put us into bear market territory, the market is still 15% higher than it 

was just before the COVID-19 pandemic hit. That works out to an annual rate 
of return of approximately 7% (2/20/2020-6/30/3022). This is still well above 
the risk-free returns of Treasury Notes and Bank Certificates of Deposit. 

To put bear markets in perspective, look at the chart in the center of this page. 
Here you’ll note that each of the last eight bear markets were both short-lived 
and shallow in comparison to the bull markets that immediately followed. For 

investors, a long-term investment 
outlook is vital.  

Enough about the past, let’s look at the 
future. We believe the key to achieving 
reasonable long-term rates of return is 
having a plan and sticking to it. For the 
accounts we manage, clients provide us 
with their objectives which we use to 
develop a long-term plan tailored to each 
account. The objectives for your 
accounts can be found in this quarter’s 
report along with definitions. Please 
review and let us know if there are any 
changes to your objectives.  

We manage all accounts with a mix of 
investments consistent with the 

objectives of that account. To us, this market is no different than any other. We 
are constantly checking to make sure managed positions are appropriate for 
each client’s objectives. 

Bear markets, like the one we are experiencing, give us opportunities to add 
new positions as well as increase existing positions at lower prices. Our plan 
for now is to wait for a little more clarity on inflation and see what management 
has to say about their companies’ future before adding new positions. 
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