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While global markets showed strong signs of life during the third quarter of 2022, the results 
were largely the same as the first half of the year – negative.  From the lows in June through 
mid-August, the S&P 500 Index rallied nearly 17%.  Hawkish comments from the Federal 
Reserve Chairman Jerome Powell, at the Jackson Hole Summit in August, ended that rally dead 
in its tracks – all gains had evaporated by the end of the quarter.  For the full third quarter ended 
September 30, 2022, the S&P 500 Index was down -4.9%, leaving the year-to-date performance of 
-23.9%.  Other US Equity Indexes had similar results in the quarter and year-to-date periods, with 
the Nasdaq Composite down -3.9% and -32.0%, while the Dow Jones Industrial Average declined 
by -6.2% and -19.7%, respectively.  Complicating the picture for investors, even broad measures 
of bonds – typically a safe haven – traded poorly, with the US Core Bond Index as tracked by 
Morningstar declining by -4.8% for the quarter, and -14.6% in the year-to-date period.

Some elements of this year’s story have changed; however, the central 
theme remains largely the same – inflation.  Inflation has many components, 
but one is an imbalance between supply and demand. The Federal Reserve 
cannot affect the supply side of the markets for goods and services, but 
through increasing interest rates, it can have a profound impact on the 
demand side. While market participants were hopeful over the summer, 
Powell’s comments in August quickly dashed them.  Specifically, Powell 
said that the Fed’s interest rate moves will bring “some pain to households 
and businesses.”  The data continued to suggest Powell’s comments were 
warranted, as the Consumer Price Index (CPI) rose 9.1% year over year 
through June, and despite some recent easing, inflation remains stubbornly 

high.  It is important to remember that this is not just a US issue, as inflation has manifested in large economies across 
the globe.  Consumers and businesses worldwide have not experienced inflation in many years, and the impact of 
persistent inflation on the economy is key to why the Federal Reserve is going to great lengths to get prices under 
control.

The steepness of this cycle’s rate hikes, and the Federal Reserve’s renewed commitment to maintain this trajectory, has 
been a hot topic of discussion from both an investor and economist point of view.  I recently had the opportunity to 
provide commentary for a Nasdaq Trade Talks article that highlights our perspective and outlook to date.

How are you evaluating the recent fed rate hikes? How do you think the markets will react to further rate hikes?

When it comes to the Fed, it’s important to keep some perspective and look at where we’re coming from as we try to 
evaluate the current and the future markets. Coming out of the global recession in 2008-2009, the Federal Reserve kept 
interest rates at the zero bound for a very long time, which took a toll on investors and economies. 

If you look back to late 2018 and into 2019, the Fed actually began a cycle of becoming less accommodative, reducing 
stimulus so the economy could stand on its own. Then Covid hit and the Fed quickly reversed their position, literally 
printing and giving people money to offset the uncertainty from shutdowns and supply chain shortages. In my view, 
they handled it very appropriately as the economy held up pretty well. The economy actually grew, and it kept the stock 
market strong.

Fast forward to 2022, and the Fed is faced with an imbalance of high demand with supply chain shortages and inflation. 
They’ve raised interest rates fairly aggressively to 3-3.25%, and it looks like futures markets are predicting over the 
next couple of years that the Fed funds rate will be at 4-4.5%. I feel it’s appropriate to reduce some of the stimulus even 
though the markets, coming off the highs of previous years, are feeling the pain.
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We probably underestimated the magnitude of the decline 
in the first six months, but our expectation is still that in 
the back half of the year, we expect things to improve.

Is the worst of the stock market behind us? And when 
do you expect the recovery?

We do think the worst of it is behind us. The biggest 
impact I see from a market perspective or from an 
economic perspective of a recession is people generally 
fear they will lose their jobs, which impacts their 
spending, then the economy, and that has an impact on the 
stock market. Usually, the markets bottom well before the 
recession is declared. The employment picture remains 
strong, so the typical fear won’t have as large an impact 
this time.

We look for signs all the time from a market perspective. 
We pay a lot of attention to technical analysis, and we're 
seeing some positive divergences in the overall health of 
the market. That gives us a good dose of optimism -- that 
we're in a major bottoming process now and that there's 
probably better times ahead. 

That doesn't mean that we're completely out of the woods; 
that it's all smooth sailing from here. There's fits and 
starts. In July and August, the markets recovered, had a 
little bit of a rally, and then September kind of took it all 
away. But I'm seeing things that are very encouraging 
from a market perspective. While price hasn't improved, 
the internal technical indicators that we pay attention to 
have improved pretty dramatically.  It is also important to 
remember that bottoming is a process and not an event, 
and over the long-term, investing when others are fearful 
can be quite rewarding.

While it never feels good or “normal” when markets are 
down, it is healthy to understand that downturns do occur 
and are a given in the course of an investor’s timeline.  On 
average since 1926, stocks have dipped into bear market 
territory every 6 years with losses averaging almost 40%. 
While market downturns may be unsettling, history shows 
stocks have recovered and delivered long-term gains.  As 
can be seen in the chart below – long term investors have 
been rewarded for patience despite the many “crisis” 
periods that occur.  While the downturns can be severe, 
over the course of time they appear mild with the proper 

lens.  In our view, this time will be no different.

Are there any economic indicators that investors 
should be paying close attention to during this period? 

In the beginning of the fourth quarter, companies will 
start reporting quarterly earnings. They will tell you how 
business was the last few months of the year, but also how 
they think things will go for the rest of the year and start 
to talk about how they see next year unfolding.

Other indicators that people can pay attention to is car 
manufacturers’ reports and oil and gas prices, which 
may highlight the supply and demand imbalance. The 
quantity of new mortgage applications will show how rate 
hikes have impacted the housing market. Of course, any 
improvement in inflation will have positive market impact.

How might investors position their portfolios for that 
current environment that we see today?

We think the biggest opportunities lie in the most 
economically sensitive companies, typically the riskiest 
parts of the market. Growth stocks, for example, which, 3, 
6, 9, 12 months ago were anywhere from 40 to 80% higher 
than they are today. We’ve seen a big reduction in prices, 
and a much more attractive valuation today based on 
earnings, than they were at any point in the last year.

We're seeing these positive divergences in things like 
technology, industrials and financials. Companies that are 
usually very economically sensitive are displaying very 
strong relative strength and money flow. We're positioning 
portfolios to take advantage of the things that have been 
hit the hardest. It's always important to us to look for great 
companies run by smart people with attractive valuations.

From a positioning standpoint, if you were positioned 
defensively enough over the past year, it might be time to 
start poking your head out of the shell a little bit. If you’re 
heavy on cash or bonds, perhaps move towards buying 
some good quality companies that have been beaten down 
in price. 

If you have a time horizon of three to five years or beyond, 
it could be a good time to be taking on a little bit more 
risk in your portfolio. It’s different for each individual’s 
situation, but that's where we're looking to guide clients.

 

 

PERSPECTIVES 

Despite market 
pullbacks, stocks 
have risen over the 
long term.

Source: Fidelity Investments. 
Past performance is no     
guarantee of future results.
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I Bonds Demystified 
The topic and investment option of Series I Savings Bonds (I Bonds) 
has garnered more attention in recent months as equity markets 
continue to decline from the all-time highs notched at the end of 2021, 
and heading into 2022. Surging inflation has been a counter punch 
to most any returns on fixed income investments, often resulting in 
negative real returns. For this reason, investors hoping to keep pace 
with inflation may find the current yield of 9.62% on I Bonds to 
be appealing. Understanding the facts around these inflation-adjusted 
savings bonds and your own financial circumstances can bring clarity 
to whether such an investment makes sense. 

Sources: Index returns – Bloomberg, Morningstar; Powell quote – CNN Business; CPI – 
Nasdaq; Bear markets, charts - Fidelity

The information set forth regarding investments was obtained from sources that we believe reliable but we do not guarantee its accuracy or 
completeness. Neither the information nor opinion expressed constitutes a solicitation by us of the purchase or sale of any securities. Past 
performance does not guarantee future results.

It can be tempting to try to sell out of stocks to avoid 
downturns, but it’s hard to time it right. If you sell and are 
still on the sidelines during a recovery, it can be difficult 
to catch up. The chart to the right demonstrates that 
missing even a few of the best days in the market can 
significantly impact your performance.

As the chart demonstrates, market timing proves futile.  
To put the above in perspective – the chart represents 
42.5 years’ worth of data, and missing slightly more than 
1 day per year over that period yields dramatically worse 
results.  To time the market, investors need to be right 
twice – and very accurate at that.  We instead focus on 
investing in great businesses and owning them for long 
periods of time. 
 
Given the current backdrop, with global markets in 
turmoil and the sense of uncertainty that accompanies 
such times, there is no better time to review your goals, 
revisit your future expectations and evaluate your overall 

Focus on time in the market - 
not trying to time the market

Hypothetical growth of $10,000 invested in the S&P 500 Index 
January 1, 1980 - June 30, 2022

Sources: FMRCo, Asset Allocation Research Team, as of June 30, 2022. 
Past performance is no guarantee of future results.

asset allocation and risk tolerance.  Clients that have taken advantage of WealthMap – our financial planning platform, 
and Riskalyze – our platform for aligning your risk tolerance to the proper investment portfolios, have gained confidence.  
I strongly encourage you to take advantage of all the capabilities that our firm brings to bear, which will help you to live 
with increased financial confidence.

As always, we remain committed to adjusting to an ever-changing landscape, performing sound research and exercising 
common sense.  This involves not only individual security selection, but asset allocation and risk management decisions 
with the goal of meeting your individual investment needs.  Please feel free to reach out to us to review your personal 
situation so we can ensure that we have built your portfolio to accommodate your various needs, and also address any 
concerns that you may have.  We appreciate the opportunity to serve you and appreciate the trust and confidence that you 
have placed in our firm.

I Bonds are savings bonds that were introduced by the United States Treasury in 1998 to encourage people to save 
money, while being protected from inflation in the process. The bond’s yield, or composite rate, is derived from a 
combination of the fixed rate set by the US Treasury, which is currently at 0%, and the inflation rate, which is now 9.62% 
for purchases made by October 31, 2022. The composite rate of the I Bond will adjust every six months, on May 1st and 
November 1st, depending upon changes in these rates. Interest is paid semi-annually and compounds on that same time 
frame. These 30-year bonds can be cashed out after being held for at least one year, and cashing out before five years will 
result in the loss of 3 months interest. The I Bonds can only be purchased by the investor through www.treasurydirect.
gov. The process is fairly simple to complete.

Some of the facts related to investing in I Bonds may be deemed pros or cons, depending on your financial status and 
circumstances at the time of consideration.
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Some advantages to investing in I Bonds:

• They are relatively easy to purchase 
independently. 

• They are issued in small denominations and do 
not require a large initial investment.

• They can be given as gifts.

• You will never have a negative return on this 
investment since the composite rate will not fall 
below zero.

• The face value of the bond does not change, only 
the interest rate.

• Federal taxes on interest can be deferred until the bond 
is redeemed. They are exempt from state or local taxes. 

• I Bonds held for at least five years will not be assessed 
a redemption penalty.

Some disadvantages of investing in I Bonds:

• The maximum annual purchase amount is $10,000 per 
person electronically, plus an additional $5,000 via 
paper bond using your tax return refund.

• They must be held for at least one year before being 
cashed out. There are no exceptions to this rule.

• If cashed out any time between one and five years, 
the investor will be penalized the last three months of 
interest prior to redemption.

• I Bonds cannot be held in a Traditional or Roth IRA.

An investor with substantial wealth may not consider I 
Bonds as a stand-alone investment due to the limitations on 
the purchase amount. In addition, anyone with short-term 
liquidity needs may not consider I Bonds an investment 
option since their money would be inaccessible for one 
year. While the allure of a high interest rate I Bond may 
be strong, we do have to remember that these rates will 
not last forever. The yield on the I Bond, and the rate 
of inflation are positively correlated, so when inflation 

moderates and comes down, the composite rate of the I 
Bond will as well. This is something to consider when 
evaluating the longer-term return on an I Bond. The I 
Bond’s yield is relative primarily to inflation, so achieving 
yields that exceed it are not likely, particularly when 
the fixed rate is currently at zero. From both a short and 
long-term perspective, there may be times when pairing 
your returns with the rate of inflation is an option worth 
considering. However, I Bonds may not have the same 
appeal to investors seeking to achieve returns that exceed 
the rate of inflation over a longer term. 

At Biondo Investment Advisors, we welcome the 
opportunity to discuss your personal and financial goals to 
determine investments that are most suitable for you. Your 
inquiries and feedback are a valued part of that process. 
We look forward to engaging in these conversations with 
our clients, and their friends, family, and colleagues as 
well. They may reach out to me, or any member of our 
investment advisory team, to learn more.   

CYBERSECURITY MONTH
October is Cybersecurity Awareness Month, helping to raise awareness for individuals in learning to protect themselves 
online. Here at Biondo, we maintain a comprehensive cybersecurity plan that focuses on the protection of client, firm and 
employee confidential information. In addition to electronic and physical access controls, as cyber threats become more 
common and more sophisticated, the human element is often the first line of defense.

Social engineering is the art of manipulating people into giving up confidential information. These types of attacks can 
come in many forms, and it is important to slow down and remain aware when connected to any electronic devices.

We’ve recently added two additional resources to the Cybersecurity page of our website, highlighting what to look out 
for and actions you can take to stay cyber safe. We hope you take a moment to review these and other helpful resources 
at www.thebiondogroup.com/cybersecurity, under Helpful Tips.

Series I Savings Bond Earnings Rates Since November 1998

Sources: Treasury Direct, Kitces, Money for The Rest of Us
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