
2022 has been rough all-around. Not only are we battling decades-high inflation, but investors’ portfolios are 
off to one of the worst starts to a year in history as we near the halfway point. Our work at SRP is rooted in 
trend following.  We invited Robert Wagner, CFA, SRP’s Chief Investment Officer, to comment on some recent 
trends as well as the investment outlook for the back half of 2022.

Economic and Market Review

If the 2022 markets had a theme song, it would be Martha and the Vandellas’ “Nowhere to Run to Baby 
Nowhere to Hide.” As of the writing of this commentary, year to date the Bloomberg US Agg Bond* is down 
10.94%, the S&P 500* is down 17.31% and the International MSCI ACWI Ex-USA* is down 17.43%.  A con-
fluence of forces has converged to form a near perfect storm to drive stocks, bonds, and economic growth 
lower. A recovering economy, combined with COVID related fiscal stimulus, persistent COVID related supply 
chain issues, low interest rates, a healthy household balance sheet, War in The Ukraine, and increased trade 
restrictions on Russia are just a few of the factors creating the storm.

This “perfect storm” has created a great deal of confusion and uncertainty in the markets, and to complicate 
things further, the talk has turned to “Stagflation,” a rare economic phenomenon that many of you, or even 
your parents, may never have experienced.

Economists are debating if we are headed for a soft landing, a recession, or stagflation, with the Bank of 
America Survey leaning towards stagflation. What are these terms you may ask?

• A soft landing is when the Federal Reserve increases interest rates to slow economic growth that has 
become too inflationary. If they are successful, the inflation rate will come down without pushing the 
economy into a recession. That is the ideal situation.

• A recession is widely accepted as two quarters of negative growth in GDP, but officially it is determined 
after the fact by an organization called The National Bureau of Economic Research (NBER).

• Stagflation is a period where you have high inflation and high unemployment and/or slow to no eco-
nomic growth.



Why does all this matter? If you were going to boil the financial markets down to a simple description it 
would be a mechanism that determines a price based upon a delicate balance between earnings and inter-
est rates. If interest rates go higher, bond prices go lower, and the relative earnings yield on stocks becomes 
less attractive all else held equal. Soft landings, recessions, and stagflation all impact that delicate balance 
differently.

A soft landing would maintain corporate earnings growth, lower inflation and in turn lower interest rates. 
This is the ideal outcome and would likely result in a rally in both the stock and bond markets. A recession 
would lower economic growth likely resulting lower corporate earnings, inflation, and interest rates. Under 
this scenario, stocks and lower grade corporate bonds would likely suffer, but high grade corporate and US 
treasury bonds would likely rally. Stagflation is the “nowhere to run to” environment. High inflation pushes 
interest rates higher, driving bond prices lower across the yield and quality spectrum, and slower economic 
growth and higher expenses will likely drive corporate earnings and stock prices lower. Stagflation is the 
worst of the three possibilities, and as the market returns imply has already at least partially been discounted 
in the stock and bond markets.

How then do we get the desired soft landing? To orchestrate a soft landing given the current economic con-
ditions requires coordinated fiscal and monetary policy, with the level of importance leaning towards fiscal 
policy. Monetary policy is largely ineffective for addressing supply-side driven inflation, simply because the 
Federal Reserve can’t pump more oil, grow more food, or produce more baby formula. Increasing interest 
rates only make those essential products more expensive to the consumer. Fiscal and regulatory policy such 
as encouraging more domestic and foreign production and refining of oil and other energy sources, allow-
ing the reopening of closed plants and importation of Baby Formula, and relaxing regulatory issues that may 
be complicating supply chain issues are all policies that can help spur growth and lower inflation.

What is the Outlook?

Analysts often use the term “visibility” when discussing their market outlooks and forecasts. Typically, in 
normal times, estimating earnings and interest rates have relatively narrow ranges, and corporate earnings 
guidance help boost the “visibility” and certainty of their expectations. Today however there isn’t even agree-
ment as to the likely path the economy is going to take, and many of the analysts forming those expecta-
tions most likely have never even experienced stagflation. Because of the many “unknown unknowns” lurk-
ing around the markets during a time of war and civil unrest, the visibility into the future becomes clouded, 
and the estimates become more uncertain. The markets typically address uncertainty in only one way, that 
being the lowering of its price.

While our analysis may appear rather bearish, there is actually a silver lining. The markets are forward look-
ing, and the S&P 500 fell briefly into bear market territory (down 20%), so much of the damage may have 
already been done. While the upcoming mid-term elections may further complicate issues in the short run, 
once the election happens, some certainty is likely to return to the markets. Lastly, the 1970s and 1980s offer 
policy makers a highly successful case study on how to combat stagflation and orchestrate a successful soft 
landing.

What should investors look for to guide their expectations? In a couple of words, inflation expectations. If 
the administration successfully battles inflation and drives future expectations of inflation lower, the markets 
should return to a healthy rally. If however, inflation expectations continue to worsen we may be headed for 
a continued decline in both the bond and stock markets.



*Source: Morningstar

**Source: CNBC

Helpful Reminders Amidst Uncertainty

In the face of market volatility and potential recession, it is normal to feel anxious about your investments.  
Reviewing these age-old investing principles can be helpful to calm fears and stay on course.

1. Be realistic about your budget and make reasonable adjustments.  
With gas and food prices tipping the scales, you may need to redirect where your dollars are going to 
make sure monthly needs and obligations are met. 

2. Revisit your emergency fund.  
Make sure it is fully stocked.  We typically recommend keeping 3-6 months of expenses in cash. Given 
the increased price of goods, you may want to consider padding it even more, striving toward saving 6-9 
months of expenses.

3. Reconfirm your investment time horizon. 
It’s never a good idea to change your investments simply because of day-to-day volatility. But it is a good 
idea to make sure your asset allocation is still appropriate for your time horizon and goals.  For most 
long-term investors, sticking with a well thought out strategy during times of volatility is a sound option.

4. During market downturns, stocks are actually “on sale.”  
Stock prices are down, thus it is less expensive to buy shares today than it was last year.  If your budget 
allows, it may still be a good time to invest and build your portfolio. 

5. Ask for help.

During the last 10+ years of a market that hardly did anything but soar, many investors were confident 
managing their portfolio on their own.  Seeing negative returns and more market volatility can make even 
savvy investors second guess themselves.  Perhaps now is a good time for a second opinion, and investment 
advice that is specific to your time horizon and goals.

The SRP team welcomes the opportunity to speak with you.  If you have questions about your unique situa-
tion, don’t hesitate to contact us (866-SRP-401K x2 / plantoday@srpretire.com).
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Disclosures:

Securities offered through LPL Financial, Member FINRA/SIPC. Investment advisory services are offered through Global Retirement 
Partners, an SEC Registered Investment Advisor. Global Retirement Partners and Strategic Retirement Partners (SRP) are separate 
entities from LPL Financial. 
 
Global Retirement Partners employs (or contracts with) individuals who may be (1) registered representatives of LPL Financial and 
investment adviser representatives of Global Retirement Partners; or (2) solely investment adviser representatives of Global Retire-
ment Partners. Although all personnel operate their businesses under the name Strategic Retirement Partners (SRP), they are each 
possibly subject to differing obligations and limitations and may be able to provide differing products or services. 
 
Wealth management (i.e. WELLth) services are provided separately from retirement plan consulting services you may receive from 
SRP as a result of participation in your employer’s retirement plan. They may involve an advisory agreement and/or an additional 
fee. 
 
The LPL Financial registered representatives associated with this website may discuss and/or transact business only with residents 
of the states in which they are properly registered or licensed. No offers may be made or accepted from any resident of any other 
state. 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommen-
dations for any individual. All performance referenced is historical and is no guarantee of future results. All indices are unmanaged 
and may not be invested into directly.

The economic forecasts set forth in this material may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful.

Bloomberg U.S. Aggregate Bond Index: The index measures the investment grade, U.S. dollar denominated, fixed-rate taxable 
bond market. This includes Treasuries, government-related and

corporate securities, mortgage-backed securities, asset-backed securities and collateralized mortgage-backed securities.

The S&P 500, abbreviation of Standard and Poor's 500, in the United States, is a stock market index that tracks 500 publicly traded 
domestic companies.

The MSCI ACWI ex USA Index captures large and mid-cap representation across 22 of 23 Developed Markets (DM) countries (ex-
cluding the US) and 24 Emerging Markets (EM) countries*

Stock investing includes risks, including fluctuating prices and loss of principal.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and bonds 
are subject to availability and change in price.

Treasury inflation protected securities (TIPS) help eliminate inflation risk to your portfolio as the principal is adjusted semiannually 
for inflation based on the Consumer Price Index – while providing a real rate of return guaranteed by the U.S. Government.

All investing involves risk including loss of principal. No strategy assures success or protects against loss.


