
Monday, July 25, 2022 

Good afternoon: 

            Equity markets resumed their second half recovery last week with solid 

gains of 2-3% in all major stock indices.  As we start this important week of the 

Q2 earnings season with over ¾ of S&P 500 companies yet to report, 

expectations still see year-over-year earnings growth of over 4%, and quarter-

over-quarter profit growth of nearly 10%.  Strongest results have not surprisingly 

been posted by energy, materials, and industrial sectors as each are highly 

cyclical and directly benefited from the surge in prices in the first half of 2022.   

            However, with the makeup of the S&P 500 weighted to the size of its 

components, it’s the mega-cap tech companies that account for significantly 

more of the movement in the index than any other sector.  As a result, with most 

such technology firms announcing their Q2 results this week, it is likely that 

markets will prove very reactionary as each company reports.  Most of these 

stocks are already down dramatically from their 52-week highs with very poor 

sentiment among many investors.  Therefore, any evidence in these results that 

indicates improvement, or even something that is less bad than expected could 

spark a positive move in the stock and even the broader market.   

            While we and others look for green shoots in a very challenging market 

climate, the confirmation of our economic reality may be soon upon 

us.  Economists have long accepted the definition of a recession as two or more 

consecutive quarters of economic contraction as measured by the GDP.  Since 

we already know that Q1’s GDP was negative (-1.6%), this week’s expected 

negative Q2 GDP of -2.1% should confirm we are in a recession, right?  Like 

everything else these days, this simple definition seems to be up for debate.  In 

recent days, the administration has attempted to preemptively say that if or when 

Q2 GDP reports another contraction, it still won’t indicate a recession.   



 

            With consumer sentiment at all-time lows, inflation at 40+ year highs and 

interest rates climbing, the average American already believes we’re in a 

recession.  Even economist Art Laffer, architect of the Reagan boom years and 

famous for his Laffer Curve analysis, was quoted last week as saying, 



“Recession is here and will last for a while.”  Rather than fearing a particular 

label, or trying to alter its definition, we believe it’s better to recognize the cyclical 

nature of economic patterns and how markets tend to behave at each phase.   

 

            Recessions, like corrections and bear markets, are regular and inevitable 

occurrences for all investors to anticipate and traverse.  By the time they are 

acknowledged (universally), they are usually very close to their conclusion.  Just 

as economic data is compiled and released in arrears to indicate a recession, the 

same is true when declaring its conclusion and the resumption of growth.  Our 

approach recognizes this reality and relies on the tenets of professional money 

management, asset allocation, and diversification amongst a portfolio of high-

quality securities to weather varying conditions as we help our clients meet their 

long-term financial objectives.     

Have a great week! 
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sender immediately and delete the material from your computer. 

 

DISCLAIMER:  

If you no longer want to receive this Monday Outlook email, simply reply to this email with “REMOVE” or “OPT OUT” 

in the subject line and we will remove you from our email list. 

Opinions expressed in this email are those of the author and are not necessarily those of Raymond James.  The 
information contained in this report does not purport to be a complete description of the securities, markets, or 
developments referred to in this material nor is it a recommendation. 

The information has been obtained from sources considered to be reliable, but we do not guarantee that the 

foregoing material is accurate or complete. 

All investments are subject to risk regardless of strategy selected.  Individual investor's results will vary.  Past 
performance does not guarantee future results.  Forward looking data is subject to change at any time and there is no 
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assurance that projections will be realized. Diversification and strategic asset allocation do not ensure a profit or 
protect against a loss.  

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30 stocks of 
companies maintained and reviewed by the editors of the Wall Street Journal. 

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad 
stock market. An investment cannot be made directly in a market index. 

The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: 
Global Select, Global Market and Capital Market.  

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which 
represent approximately 8% of the total market capitalization of the Russell 3000 Index. 

Investing in small cap stocks generally involves greater risks, and therefore, may not be appropriate for every 
investor. 

The companies engaged in the communications and technology industries are subject to fierce competition and their 
products and services may be subject to rapid obsolescence. 

International investing involves special risks, including currency fluctuations, differing financial accounting standards, 
and possible political and economic volatility. 

Investing in emerging markets can be riskier than investing in well-established foreign markets. Investing involves risk 
and investors may incur a profit or a loss. 

Diversification does not ensure a profit or guarantee against a loss. Sector investments are companies engaged in 
business related to a specific sector.  They are subject to fierce competition and their products and services may be 
subject to rapid obsolescence. There are additional risks associated with investing in an individual sector, including 
limited diversification. 
 
Holding stocks for the long-term does not insure a profitable outcome.  Investing in stocks always involves risk, 
including the possibility of losing one's entire investment. 

 
Market return and statistical data obtained from: https://am.jpmorgan.com/blob-
gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US 
Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, 
authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for 
the content of any website or the collection or use of information regarding any website's users and/or members. 

Keep in mind that individuals cannot invest directly in any index, and index performance does not include transaction 
costs or other fees, which will affect actual investment performance. Individual investor's results will vary. 

In the event that you no longer wish to receive these commercial emails please reply to this email and in the body of 
the email request that we remove you from our email list. The information contained within this commercial email has 
been obtained from sources considered reliable, but we do not guarantee the foregoing material is accurate or 
complete. 

Raymond James and its advisors do not offer tax or legal advice.  You should discuss any tax or legal matters with 
the appropriate professional. 
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