April 5, 2022

Special points of
interest:

o Domestic stock mar-
kets posted positive
results for the month
but negative for the
quarter.

o 5% dips and 10% cor-
rections are not causes
for worry if they happen
during periods of rising
economic strength.

o However, it’s clear that
we are at the end of an
era of 0% rates.

o It's time to start get-
ting defensive against
the risk of a rate- and
energy-induced reces-
sion later in the year.
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The Markets in March 2022

Geopolitics notwithstanding,
March’s market results proved a
welcome respite from the prior
two months’ selling pressures.
The S&P 500 and Nasdaq indices
posted a 3.6% and 3.4% increase
respectively for the month, and
the Dow rose 2.3%. For the quar-
ter as a whole, however, the S&P
500 index fell 4.9% while the
average U.S. stock fund dropped
6.2% and the average interna-
tional stock fund fell 8.3% ac-
cording to tracking service Refini-
tiv Lipper. Bonds fared no better
in the quarter, down 5.9% includ-
ing reinvested interest as the 10-

year Treasury rate rose from

1.512% at the end of 2021 to

The Look Ahead

For the path forward on interest
rates, the Fed is weighing persis-
tently high inflation against po-
tential economic disruption from
the ongoing war in Ukraine and
recurring Covid infections. Still,
it’s clear that we are facing the
end of an era as the inexorable
pull on rates will be up. This will
continue to cause short-term pain
to stocks and bonds, with the

impact most concentrated in

2.327% by March’s end.

Crises & Corrections Though Painful, are Inevitable

Occurrences Since 1928 Frequency of Occurrences

5% Dip 320 =3 per year

10% Correction 99 =1 per year

20% Bear Market 26 = every 3 years

It’s clear that war in Europe and
rising international tensions are
playing a significant role in inves-
tor perceptions of risk. However,
inflation continues to be the
market’s leading concern, with
the latest Commerce Department
readings showing that prices were
6.4% higher this February than in
the prior year. With the resulting
headwinds to both equities and
bonds, perhaps its timely to re-

member that market corrections

those sectors with the highest
‘duration’. Further, high energy
costs will weigh on our global
economy and likely restrain (or
eliminate) short-term growth.
With this in mind, it’s time to
start getting defensive against the
risk of a rate-and energy-induced
recession later in the year. Bonds
may require more active manage-
ment in this environment, and

stock-picking will need to be more

are not abnormal. Far from it,
they happen often—a 5% drop in
markets (as we have seen with the
S&P 500 this quarter, for in-
stance) has historically happened
up to 3 times per year, as in the
chart here. It’s also worth remem-
bering that the Fed’s projected
forward rate increases are meant
to address growing strength in

our domestic economy.
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February’s 6.4% inflation reading
was the largest year-over-year rise
since January 1982—and is hap-
pening worldwide concurrently.

selective. Unlike with bonds,
though, rising rates in a time of
economic strength tends to be
intermediate-term positive for
some stock categories like value

over 1-3 years, as seen here.
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Disclaimers:

This publication has been prepared by Marco Rimassa, CFP®, CFA. The author certifies that the views
expressed in this publication reflect the author’s current personal views about the investments or market/
economic conditions described in this report. The author also certifies that there has not been, is not, and
will not be direct or indirect compensation from any of the sources or investments described in this
publication for expressing the specific recommendation(s) and view(s) in this publication.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to
herein. Any recommendation contained in this report may not be suitable for all investors. Although the
information contained herein has been obtained from recognized services, issuer reports or
communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates, or projections expressed herein may assume economic,
industry, and political conditions and/or current conditions at the time of issuance, which are subject to
change. Any quoted price or value is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it
will not form a primary basis for any investment decision. Investors must make their own determination
of the appropriateness of an investment in any securities referred to herein based on the legal, tax, and
accounting considerations applicable to such investors and their investing strategy. By virtue of this
publication, neither the author nor any owners, employees, or affiliated personnel shall be responsible for
any investment decisions based upon any of the information included herein.



