
 

 

   
 

 

 
 

April 28, 2022 

 

75 State Street, 22nd Floor 
Boston, MA 02109 

 
4707 Executive Drive 
San Diego, CA 92121 

 

1055 LPL Way 
Fort Mill, SC 29715 

 

 

Dear Valued Investor, 

 

It has been a turbulent 2022 so far for investors. The S&P 500 Index is on track for its worst April in more than 40 

years, the Nasdaq entered a bear market on April 26 with its more than 20% decline, and bonds, which typically 

provide ballast for diversified portfolios during periods of stock market volatility, have not protected. 

 

Markets face a number of threats. The COVID-19 pandemic has contributed to a disappointing start to the year for the 

U.S. economy as evidenced by the -1.4% growth in gross domestic product (GDP) reported on April 28. COVID-19 

continues to disrupt global supply chains amid intermittent lockdowns in some of China’s largest cities. Russia’s 

devastating assault on Ukraine, arguably the biggest geopolitical threat in Europe since WWII, has added to the worst 

inflation problem in the U.S. since the 1970s. The bond market is pricing in nine more Federal Reserve (Fed) rate 

hikes, after looking for only three when the year began. That’s a lot for investors to digest. 

 

But during a market correction it’s easy to forget that this volatility is actually quite normal.  

 

 The S&P 500 Index has fallen 13% peak to trough this year, below the 14% average of all years. 

 During midterm election years, the average stock market correction is 17%, but stocks rebounded 32% on 

average in the 12 months following those midterm year lows. 

 Of the last 21 times the S&P 500 has been down double-digits since 1980, stocks rallied back to end the year 

positive 12 times. 

 During those 12 positive years, the average gain has been a stellar 17%.  

 

We will admit a double-digit gain in 2022 is unlikely, but a U.S. consumer willing and able to spend, which makes 

recession unlikely in the near term, and steadily rising corporate profits still make a positive year for stocks in 2022 

more likely than not, in our view. 

 

Inflation remains a big concern, but a number of factors could put downward pressure on prices beginning this 

summer. On the supply side, where most of the problem lies, supply chain normalization and more job-seekers coming 

off the sidelines could help ease pressure on goods prices and wages. An eventual cease-fire in Ukraine could remove 

some of the upward pressure on commodity prices. On the demand side, higher interest rates can help cool housing. 

The bond market is already doing some of the Fed’s work with the 10-year Treasury yield nearly doubling in four 

months to 2.8%. These factors could easily cut headline consumer inflation in half by year-end from the current annual 

pace of 8.5%. 

 

The outlook for corporate profits remains quite positive and may help prevent stocks from pulling back much further. 

With about 180 S&P 500 companies having reported, double-digit earnings growth appears within reach while 

analysts’ estimates for 2022 have continued to rise. These numbers are excellent considering slow economic growth, 

supply chain disruptions, and inflationary pressures. 

 

The investing climate is quite challenging, but history suggests patience will be rewarded. Even if there may be some 

downside in the short term, consumer and business fundamentals remain supportive. Strong profits and lower stock 

prices mean more attractive valuations. Our belief is that current levels will end up being an attractive entry point.  

 

Please contact your financial advisor with questions. 

 

Sincerely, 

 
        Jeffrey Buchbinder, CFA 

            Equity Strategist 



 

 

            LPL Research  



 

 

   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

This material is for general information only and is not intended to provide specific advice or recommendations for any indiv idual. There is no assurance that the views or 
strategies discussed are suitable for all investors or will yield positive outcomes. Investing involves risks including possible loss of principal. Any economic forecasts set 
forth may not develop as predicted and are subject to change.  

References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are unmanaged statistical composites and cannot 
be invested into directly. Index performance is not indicative of the performance of any investment and do not reflect fees, expenses, or sales charges. All performance 
referenced is historical and is no guarantee of future results. 

All index data from FactSet. 

All information is believed to be from reliable sources; however, LPL Financial makes no representation as to its completeness or accuracy. 

 
 

 
 
 

 
 
 

This research material has been prepared by LPL Financial LLC. 

Securities and advisory services offered through LPL Financial (LPL), a registered investment advisor and broker-dealer (member FINRA/SIPC). 

Insurance products are offered through LPL or its licensed affiliates. To the extent you are receiving investment advice from a separately registered independent 

investment advisor that is not an LPL affiliate, please note LPL makes no representation with respect to such entity. 

 

 
    RES-1099167-0322 | For Public Use | Tracking # 1-05273623 (Exp. 04/23) 

Not Insured by FDIC/NCUA or Any Other Government Agency | Not Bank/Credit Union Guaranteed 
Not Bank/Credit Union Deposits or Obligations | May Lose Value 


