
 
October Market update 2022 

We hope you have all had a good summer! We have enjoyed hearing from many of you about your 

travels and experiences this summer.  We hope as the weather cools, you enjoy more of the outdoors 

and the great fall colors! 

We know this has been a challenging year for investors.  

Geopolitical concerns and Inflation remain persistent.  To fight inflation, the Federal Reserve (The Fed) 

raised rates higher than originally planned, sending shock waves through the markets.  The strong labor 

market so far has not been impacted by these increases.  

As a result, all indices, even the bond market, have pulled back in fear of slower growth in the future. 

Historically we have seen the S&P 500 decline 25%-28% on average during a recession. The question 

remains, has a future recession and slower growth already been priced in? 

Bear Market Declines 

Looking at this chart, since 1950 we have experienced nine occasions when the S&P 500 pulled back 

25% or more.  Each occasion was positive one year later with an average return of 46%.   

  



 
While we cannot guarantee future results, every temporary decline we have experienced in the past has 

always been followed by a return to higher levels – and, often quicker than most people expect.   

Raymond James Chief Investment Officer Larry Adam states: 

“It is understandable that investors are growing weary due to the difficulties and unforeseen events 

experienced this year.  And during these times of uncertainty, it can be difficult to imagine anything but 

the worse-case scenario unfolding.  While our outlook for the next 12 months isn’t without challenges, 

we do not think a severe economic downturn and continued weakness for the major asset classes is 

what’s to come.” 

Most investors are panicking because when they hear the word “Recession” they automatically think 

back to our last recession in 2008.  Rarely do investors remember 2001 or 1990 because they were 

milder recessions.  We believe when the next recession occurs, it may be relatively mild due to the 

current strength of the overall economy. 

Keeping our Perspective 

Let’s take a step back and put things into perspective.  

Bear Markets are a normal part of the investing process, while we don’t experience them that often, 

when they do occur, they are usually short lived (14 months).  One of the reasons we recommend 

staying invested is historically the largest rebounds that occur during a Bear Market, happen shortly 

after large drops. 

It is impossible to time the market, looking for the best time to buy or sell.  Investing isn’t as easy as 

buying when you feel good and selling when you feel bad.  Right now is what it feels like to buy low, and 

we recommend long-term investors take advantage of this buying opportunity.  

Remember, we have the same three choices today that we always must consider: 

1. Sell and lock in recent declines creating permanent losses 

2. Hold on to our good quality investments, collect dividends and wait for the rebound 

3. Buy more shares while they are on sale 

The best option of these three choices has historically been to buy more shares. 

The odds are the worst-case scenarios are already priced into today’s markets.  We understand that as 

the markets continue to pull back the fear emotion kicks in and temps you to sell, hoping to avoid future 

declines. De-risking now may hurt your portfolio as it will be more difficult to recoup the temporary 

declines we have experienced when the markets rebound. 

We understand that many investors are all wired to be risk adverse.  But, we must remember that there 

is no way to invest without being exposed to some of the worst days in the market.  And, there is no way 

to avoid all risks – taxes, inflation, volatility – these are some of the risks we have to understand and 

deal with.   Trying to avoid market risks will keep you from the overall good returns we experience in the 

long term. 

If you are on the sidelines waiting for positive economic data to be released before you invest, you could 

miss the opportunity.  Just like the large rally that has occurred this October, once we hear the Fed has 



 
met its goal, the rebound is likely to be already underway.  It’s better to be early than to be late to the 

show.  Another strategy to consider is a Dollar Cost Averaging (DCA) approach.  Begin making regular 

investments with any cash you may have put on the sidelines, taking advantage of the ups and downs of 

the markets. 

To help protect and soften the volatility we recommend staying diversified.  Diversification doesn’t 

mean you will be protected from losses.  Diversification helps reduce the losses and keeps you on the 

right path when trying to reach your goals.  

As you increase risk in your portfolio you also increase volatility.  At times the swings from a volatile 

market/portfolio may be enough to take you out of the market, greatly jeopardizing your ability to reach 

your goals. 

What should we do now? 

When we say to “hold” your investments, we don’t mean you shouldn’t take some actions or put your 

head in the sand!  There are a number of additional things that could be considered during these types 

of pullbacks and corrections to better position us for the future. 

❖ Review your goals and risk tolerance – don’t lose sight of  

❖ Make sure you are invested properly across all investments 

❖ Continue making equity purchases in your retirement accounts to prepare for the eventual 

rebound 

❖ Tax Loss Harvesting - Harvesting losses is a beneficial way to offset future taxable gains.   

❖ Convert IRA funds to Roth IRA funds. This allows you to convert many more shares at lower tax 

impacts. Then, when the markets rebound, your gains will happen in your Roth, growing tax 

free.   

❖ Continuing to reinvest your dividend income, again, buying more shares while prices are on sale 

will help your portfolio rebound more quickly when the markets recover. 

Conclusion 

❖ Bear Markets and even recessions are a normal & healthy part of the investing cycle 

❖ Since 1929, recessions lasted on average 14 months while expansions averaged 47 months 

o 70 positive years and only 27 negative years - but we tend to focus on the negative 

❖ Our economy is strong and has been able to avoid a recession thus far even with above average 

inflation and rapidly rising interest rates 

❖ Right now, it’s all about inflation and the Fed has stated their focus is to combat the problem 

regardless of how it affects the economy.    

❖ Our economy has so far handled the rate increases, as we have a strong labor market with 

recent wage growth.  

❖ Everyone is talking about a inflation, recession, politics and geo-political concerns – and 

assuming the worst-case scenarios.        

❖ There will be numerous recessions and Bear Markets over your lifetime   

We hope this update and our perspective, along with actions we have taken and are making now, helps 

you to better understand how these deeper declines are normal and can help us reach our longer-term 

objectives.  



 
If the markets are negatively impacting you now, we recommend turning off the news, stop watching 

the negative headlines or political wranglings and especially don’t pay attention to your valuations right 

now.  If you want to look at your portfolio, look at your share quantities and note that they are 

increasing at a higher rate than in the past and this will help you recover more quickly. 

We hope you enjoy the fall weather and look forward to the upcoming holiday season.  Remember, this 

time of year, don’t be spooked or tricked…enjoy the treats instead! 

Please feel free to reach out to your Sterling Fox Financial Services team if you have any questions about 

this update or your current investments. 
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