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Market Performance
Perspective
Energy sanctions against Russia caused
global inflation not only from gasoline
price hikes, but from increased input
costs. The Fed dramatically shifted its
policy response to rising inflation,
pulling forward planed measures and
sparking a large upward move in bond
yields.

The S&P 500 Index closed out its worst
performance for the first half of a year
since 1970. Source: Wells Fargo Investment
Institute. Change characterized the first half
of 2022. Geopolitical issues took center
stage as the largest armed conflict in over
25 years unfolded in Europe.

The S&P 500 Index average annualized return for periods ending June 30, 2022:
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Chart 4 *

Chart 3 *

Sector Returns - Chart 2:
The energy sector was the only positive performer. Neither
stocks nor bonds provided a place to hide.

Style & Capitalization Size Returns - Chart 3 & 4:
It made no difference whether you owned large or small
companies nor value or growth-oriented companies.

Powell’s Three Bears
We see three scenarios for how the cyclical bear market could
unfold from here. Using the analogy of Goldilocks and the
Three Bears, here are possible outcomes:
Ø

Too Hot: 30% Inflation would remain high, forcing the
Fed to continue its aggressive tightening cycle. We realize
the Fed does not control geopolitics nor supply chain
problems.

Ø

Too Cold: 50% Inflation moderates, the Fed slows pace,
and the economy falls into recession, but likely not until
2023.

Ø

Just Right 20% Fed pivots correctly and avoids recession.

We think the global economy is poised for slower, but still
strong growth in 2022, as high savings and wealth, pent-up
demand and the broadening of vaccines globally support
growth. There are many known and unknown risks to our
outlook. We suggest investing for the long run with portfolios
that can weather short term-volatility.
Source: Chart 1, 3 & 4 = MSCI Barra, Standard & Poors, Wall Street Journal;
Frank Russell Chart 1 Indices: International Stocks = MSCI EAFE Index; U.S.
Stocks = S&P 500 Index; Bonds Corporate = BBBC Credit; Bonds Gov’t= BBBC
Government; Bonds Gov’t Short Term = BBBC 1-3 Year Government; Bonds
Muni’s = BBBC 7 Year Municipal Year Index; Chart 3 Indices: Value Large =
Russell 1000 Value; Value MidCap = Russell MidCap Value; Value Small =
Russell 2000 Value; Value Total = Russell 3000 Value; Core Large = Russell
1000; Core Midcap = Russell MidCap; Core Small = Russell 2000; Core Total =
Russell 3000; Growth Large = Russell 1000 Growth; Growth Midcap = Russell
Midcap Growth; Growth Small = Russell 2000 Growth; Growth Total = Russell
3000 Growth. Chart 4 Indices: Large = S&P 100 Index; Midcap = S&P MidCap
400 Index; Small = S&P Small Cap 600 Index. The Russell Indices are provided by
The Frank Russell Company. The BBBC indices are provided by Bloomberg
Barclays Capital, Inc. The MSCI EAFE Index is provided by Morgan Stanley. The
S&P 100, 400, 500 and 600 Indices (a registered trademark of the McGraw Hill
Companies) are unmanaged indices of common stocks. S&P Dow Jones Indices
information is a joint venture between S&P Global, the CME Group, and News
Corp Investors cannot purchase any index. Past performance is no guarantee of
future results.

Our Mission
Achieve superior results for our clients by providing
institutional level investment management and
consulting services.

What We Do
We help clients realize their vision of the future with
personalized investment planning. Our client specific
strategies use independent, full-time professionals to
research and manage portfolios for long-term growth
of assets.
Our services include:
· Over 50 years of experience in both up and
down markets.
· Independent, objective advice from professionals
with the expertise you need to help you achieve
your goals.
· Investment strategies appropriate for long-term,
serious, core money.
· Asset allocation strategies customized to fit
clients’ unique needs, risk tolerance, and time
horizons.
· A disciplined investment process.
· Portfolios that attempt to provide more
consistent returns with reduced volatility over
time.
· Seek out, screen, and hire high- quality money
managers to run portfolios of individual securities.
· Ongoing review of the chosen managers’ process,
personnel, and investment decisions and report
their performance quarterly.
· Replace managers when necessary.
Clients have trusted us for decades to provide their
investment services.
We continue to grow and appreciate your
introductions to friends and family. Our target
markets are clients just like you – individuals,
foundations, endowments, retirement plans, and
corporations.

The opinions expressed in this report are those of the authors, Ed & Pat Regan (Managing Principals), may change in the coming months, and are not necessarily
those of WFAFN or its aﬃliates. The material has been prepared or is distributed solely for informa on purposes and is not a solicita on or an oﬀer to buy any
security or instrument or to par cipate in any trading strategy. Stocks oﬀer long-term growth poten al, but may ﬂuctuate more and provide less current income than
other investments. An investment in the stock market should be made with an understanding of the risks associated with common stocks, including market
ﬂuctua ons. Independent money management may not be appropriate for all investors. The prices of small company stocks are generally more vola le than large
company stocks. They o en involve higher risks because smaller companies may lack the management exper se, ﬁnancial resources, product diversiﬁca on and
compe ve strengths to endure adverse economic condi ons. All inves ng involves some degree of risk, whether it is associated with market vola lity, purchasing
power or a speciﬁc security, including the possible loss of principal. Dividends are not guaranteed and are subject o change or elimina on.
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