
Monday, June 13, 2022 

Good morning: 

            In last week’s Monday Outlook, we suggested that two pieces of 

forthcoming economic data would set the tone for the market for the near 

term.  Unfortunately, both were precisely the opposite of what many investors 

and traders hoped to see.  May CPI came in at a hotter year-over-year rate of 

8.6% when some had predicted April’s modest decline indicated that inflation had 

peaked.  This is the highest rate in the United States in 40 years. 

 

            The other report released last week was the latest University of 

Michigan’s Consumer Sentiment Index.  Also expected to show improvement 

over last month’s reading, the index instead fell sharply.  In fact, it posted its 

worst level in its 80-year history.  These disappointing results sent investors to 

the sidelines and triggered the worst week in the market since January.  All major 



large-cap indices declined about 5% by the close of trading on Friday.  This 

morning’s continuation of another 4% pullback at the opening brings us back 

technically to bear market territory (>20% declines YTD). 

            Adding to the anxiety is Wednesday’s upcoming Fed meeting where they 

are expected to continue on their course by raising rates at least another ½% in 

an effort to cool off the economy.  With markets also expecting another ½% hike 

in July, and more later in the year, some economists are calling on the Fed to 

accelerate their plans and raise more now so inflation doesn’t get any 

worse.  Such a move was once feared, but now may be welcomed as it could 

signal the Fed’s seriousness in their mission to bring inflation back to their target 

rate of 2%. 

            With the average American paying more than ever at the gas pump and 

the grocery store, it’s clear why consumers aren’t feeling very confident.  Electric 

and gas utility supply prices have also risen sharply in the past several months 

with no signs of moderating.  As so much of global inflation is brought about from 

energy prices, efforts to increase supply may be the only real remedy to reverse 

this trend, although this will clearly take time even if this was attempted.  The 

concern of many is that after many months of failing to acknowledge the growing 

inflation issue was more than “transient,” the Fed will compound their failure by 

now causing a recession.   

            The economy is clearly slowing, but the inevitability of a recession is not 

necessarily a fait accompli.  In fact, S&P 500 earnings growth remains at 10% for 

2022 and 8% for 2023.  This year’s decline in stock prices has therefore been a 

contraction in multiples.  Meaning, the price/earnings (P/E) ratio of the market 

has fallen to lower historical valuation levels on all the uncertainty facing 

investors in these challenging times along with the rising cost of capital.   



 

            It is important during difficult periods like this to take a step back and 

acknowledge your long-term goals and investment time horizon.  Our market and 

economy go through cycles and occasional periods of extreme volatility.  Trying 

to time the market by jumping in and out is rarely an effective strategy.  Instead, 

remaining diversified among high-quality securities, while not a guarantee 

against loss, will help mitigate some risk until conditions improve. 

Have a great week! 
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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 
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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