
down 4.7% in Q2 and has dropped 10.3% year-to-
date. We won’t sugarcoat it: This has been one of the 
worst stretches of performance in bond market history 
and it has put conservative investors on edge. 

Inflation has been stubbornly high and has taken 
enough of a toll on households and businesses that 
it’s begun to color the economic data. Consumer 
spending has slowed as prices for food, goods and 
gas have risen. Supply chain issues continue to sty-
mie manufacturers and buyers waiting for both raw 
materials and finished products. Part of the issue here 
is a labor shortage; job openings in the U.S. are at an 
all-time high in numerous markets. The ongoing war 
in Ukraine has only stressed the global system further. 

The Road Traveled
At the end of June, the S&P 500 index was down 

20.0% from year-end 2021 after falling 16.1% in the 
second quarter alone. Headline writers made a meal 
of this being the worst first half of a year since the 
Nixon administration in 1970. This clickbait narra-
tive is technically true, but it misses the point—more 
on this below.

The downturn in stocks was compounded by the 
simultaneous decline in bonds, which historically have 
helped buffer equity pullbacks. The Bloomberg U.S. 
Aggregate Bond index—a collection of high-quality 
Treasury, corporate and mortgage-backed bonds—was 
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4 Stocks fell into bear market territory (down 20% from their prior peak) in the first six 

months of 2022 and bonds also declined

4 Inflation has been taking a toll on businesses and households, sparking recession fears

4 Stock-market declines of 20%-plus have created wealth-building opportunities for  
investors, with the S&P 500 index gaining an average of 17.6% over the following six 
months and 28.2% over the next year
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The market road we just traveled was bumpy—to say the least. But when you’re driving down a 
rocky road, while you might glance in the rearview mirror on occasion, you’re generally looking straight 
ahead. It’s the same with investing: We need to know what ground we’ve covered and how we are posi-
tioned, but we also need to focus on looking forward. Today, we think there’s good reason to believe the 
road ahead will be more rewarding than the road behind us. 

Markets Slump Into Summer
INDEX Q2 YTD 12-MO.

Bloomberg U.S. Agg. Bond Index -4.7% -10.3% -10.3%

Dow Jones Industrial Average -10.8% -14.4% -9.1%

MSCI Emerging Markets -11.4% -17.6% -25.3%

MSCI EAFE -14.5% -19.6% -17.8%

S&P 500 -16.1% -20.0% -10.6%

MSCI U.S. Broad Market -16.8% -21.2% -13.8%

Note: Ranked by Q2 returns. Performance numbers are total returns, reflecting rein-
vested dividends through 6/30/22. Source: Morningstar.
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The Federal Reserve, late to the inflation-fighting 
game, has acted aggressively this year by raising the 
benchmark fed funds rate at three successive meet-
ings, including a 0.75% hike in June—the largest 
interest-rate hike since 1994. Central bankers are 
expected to keep hiking over the next six months. 
Forecasts are for the key lending rate to reach the 
3.50%–3.75% range by year-end. 

Rate hikes have a range of repercussions, but the 
intent is to induce consumers and businesses to spend 
(or borrow) less and save more, reducing demand. 
Lower demand should in turn result in lower prices 
for goods and services. The question is whether the 
Fed can engineer this slowdown without throwing 
the economy into a recession. Even Fed Chair Jerome 
Powell has some doubts the central bank’s policymakers 
will be able to thread this needle successfully. 

The picture is mixed when it comes to recession—
some pundits think we’re already in one, others think 
we’re not quite there and a third group predicts we’ll 
avoid one altogether. The economic data over the past 
month has (on balance) come in worse than expected, 
pointing toward slower growth at best.

Wherever we end up, keep two points in mind: 
First, the past two recessions, resulting from COVID-
19 and the global financial crisis (also called the “Great 
Recession”), were particularly severe. The next one 
doesn’t have to be as harsh. Second, recessions are based 
on trailing data—meaning that by the time it’s “offi-
cial” we’re already months into or through a recession 

and stock markets have priced in the slowdown (at least 
to a degree) long before the recession declaration. 

Throw in dramatically higher mortgage rates, 
record high home prices and continued outbreaks of 
COVID-19, and it’s no wonder that consumer senti-
ment has been depressed. According to a University of 
Michigan survey, consumers are more negative today 

 

ROTH IRAS HAVE BECOME INCREASINGLY ATTRACTIVE recently 
and it’s worth examining if you would benefit from a conversion. 

The key difference between Roth IRAs and traditional IRAs 
is that traditional IRAs are tax-deferred: Money invested in a 
traditional IRA is not taxed until it is withdrawn, at which time 
you pay at your normal income tax rate. 

When moving funds into a Roth IRA from a 401(k) or other 
retirement account, tax is paid at the time of the transfer. You 
can also open a Roth account with your own savings. Once 
deposited in the Roth, your investments grow tax-free. (With-
drawals made before age 59½ are penalized for both Roth and 
traditional IRAs.)

What makes this a particularly good time to switch from a 
401(k) or traditional IRA to a Roth? First, a law passed in 2019 

makes it far easier (with less of a tax burden) to pass a Roth IRA 
on to heirs compared to a traditional IRA.

Second, we’re in the throes of a bear market. It’s painful see-
ing the value of your portfolios decline—but acting now could 
help you save on taxes by converting at or near a low point for 
your holdings. 

There are two caveats to consider: If you don’t have enough 
cash on hand to pay the taxes due at conversion and would 
have to sell some of your holdings to cover them, you’d be lock-
ing in your losses. And if you may need to tap into your funds 
for living expenses in the medium term—say in the next five to 
seven years—your portfolio may not have recovered sufficiently 
to make a conversion worthwhile. Give us a call if you have 
questions about your situation. We’d be happy to help.  

PERSONAL FINANCE FOCUS 

Roth IRAs—Why Now?

Big Six-Month Declines  
Have Led to Gains

6 MONTHS 
ENDING

INDEX  
DECLINE

RETURN NEXT  
6 MONTHS

RETURN NEXT 
12 MONTHS

6/30/62 -23.5% 15.3% 26.7%

6/30/70 -21.0% 26.7% 35.7%

8/31/74 -25.0% 13.1% 20.4%

9/30/74 -32.4% 31.2% 32.0%

12/31/74 -20.3% 38.8% 31.5%

11/30/87 -20.6% 13.8% 18.8%

9/30/02 -28.9% 4.0% 22.2%

10/31/08 -30.1% -9.9% 7.0%

11/30/08 -36.0% 2.6% 22.2%

12/31/08 -29.4% 1.8% 23.5%

1/31/09 -34.8% 19.6% 30.0%

2/28/09 -42.7% 38.8% 50.3%

3/31/09 -31.6% 32.5% 46.6%

6/30/22 -20.6% — —

AVERAGE    17.6% 28.2%

AVERAGE ALL PERIODS   4.3%    8.7%

Note: Table shows all six-month declines greater than 20% for the S&P 500 index 
(excluding reinvested distributions) from March 1957 through June 2022 along with 
index-level returns for the six months and 12 months following. “Average” is the av-
erage of the data displayed in the table. “Average All Periods” shows rolling average 
six- and 12-month returns from March 1957 through June 2022. Sources: Morningstar, 
Adviser Investments.
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than at any time in the past 50 years or so. Yes, even 
more pessimistic than during the financial crisis in 
2008, the dot-com bubble burst of the early 2000s and 
all other major upheavals dating to the early 1970s. 

The Road Ahead
Take a break from driving and you’ve only lost a 

bit of time—no harm, no foul. Take a break from 
investing (and sit in cash) and you could be making 
the classic mistake of buying high and selling low. The 
time to go to cash was six months ago, not today.

We know how discouraging it is to see the value 
of your investments fall by double digits—for most 
of us, the pain of a loss is twice as intense as the joy 
we experience from a market gain. Though markets 
could still fall further, the data suggests a bright side 
to periods like this. 

Since the S&P 500 index’s 1957 inception, there 
have been 13 six-month periods when the index fell 
by 20% or more (not including the past six months). 
In the six months after 20%-plus drops, stocks have 
averaged 17.6% gains. Stick around for a year after 
a deep decline and the S&P 500 was up every single 
time, on average by 28.2%. 

Even if now is not the absolute bottom in terms 
of stock prices, the table on the previous page pro-
vides some insight into what happens when you buy 

“early.” For instance, if you bought stocks at the end 
of 2008, yes, prices fell another 18.6% over the first 
two months of 2009. But even with those declines 
factored in, you still made 23.5% (not including 
reinvested distributions) over the course of calendar-
year 2009. Point being, you can still compound at an 
attractive rate over time without timing the bottom. 

It’s a similar story when consumer sentiment 
sinks to lows. Since 1971, sentiment has bottomed 
out eight times and the average price return for the 
S&P 500 during the subsequent 12 months was 
24.9%.

In other words, following periods like this, patient 
investors have been amply rewarded.

Whether we are at an inflection point or will have 
to wait a while for a market upturn, we’re not recom-
mending wholesale changes in portfolios or financial 
plans based on either the markets or the economic 
outlook.

Just as investors have been rewarded for keeping 
money in the stock market after 20%-plus pullbacks, 
they’ve suffered an opportunity cost when trying to 
time market bottoms. The average bull market runs 
for about five years and returns 158%. By contrast, 
the average bear market lasts a little over a year, with 
an average decline of 36%. The average return one 
year after stocks bottom? 43%. 

As for the bond market, our message is the same: 
The time to avoid bonds was six or 12 months ago. 
But looking at the opportunity today, well, we’re 
earning more income than we were a year back. That 

 

EARLIER THIS SUMMER, we announced that Mario Ramos 
had joined Adviser Investments as our chief executive officer. 
We wanted you to hear from him directly.

“I’m a banker by training, so I’ve 
been in this industry for most of my 
working life. That said, the common 
thread across my career has been 
prioritizing the needs of clients. I 
believe in our mission and the fidu-
ciary responsibility to offer the abso-
lute best service. I’m also excited to 
lead and guide this organization at 

a time when growth is a key priority. As always, our corporate 
values of honesty, integrity and personalized client care will be 
essential to that growth.”

—Mario Ramos

COMPANY NEWS

Welcome to Our New CEO,  
Mario Ramos!

Bulls Outrun Bears
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Note: Chart shows gains from troughs and declines from peaks for the S&P 500 index 
(excluding reinvested distributions) from 10/23/57 through 7/7/22. Source: S&P Dow 
Jones Indices.
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fect time to revisit or create a financial plan, which we 
consider the GPS that will help you navigate toward 
your goals. All of our financial plans are built with the 

knowledge that there will be rough stretches on the 
road. We have decades of experience getting clients 
safely through those patches. 

We know that seeing your account values decline 
can be emotionally difficult, but we believe that 
wealth-building opportunities are created in times like 
these. If you have cash to invest or want experienced 
wealth managers to help navigate market and eco-
nomic uncertainty, we’re here to talk about the best 
ways to do so.

higher income will, with time, make up for the recent 
decline in prices. If bonds made sense as part of your 
plan at the start of the year, they still have a role to 
play today. 

This isn’t to imply that you should close your eyes 
and just hang on—there may be more potholes ahead. 
We discuss time-tested actions you can take during 
bear markets in our “Practical Steps to Beat the Bear” 
podcast episode: adviserinvestments.com/beat-bear/. 

In taxable accounts, you may have noticed we’ve 
engaged in what is known as tax-loss harvesting. This 
is where we sell shares at a loss and swap into a similar 
investment. This allows us to maintain exposure to the 
market while realizing losses that can be used to offset 
future gains. Simply put: Bear markets do have silver 
linings, allowing us to help you save on your taxes. 

If you are worried that your plans to retire are in 
jeopardy or if you’re in retirement and wondering if 
you can still live the lifestyle you want, this is the per-

ADVISER INVESTMENTS’  
QUARTERLY WEBINAR

Listen to the replay of our  
Third-Quarter Update:  
Bear Market Playbook  

at AdviserInvestments.com/webinar
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OUR 
OUTLOOK

4 Markets bottom ahead of economic data—we think we are closer to a market bottom 
than the top

4 Stocks are on sale relative to where they were at the start of the year and fixed-
income assets are offering higher yields

4 This is an opportunity to review (or create) a financial plan to make sure you’re on 
track to reach your goals, to work with us to make any necessary adjustments or to 
take advantage of portfolio losses to lower your tax liability 
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