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Negative
for
Equities

Neutral
for
Equities

Positive
for
Equities

Economic
Growth

-

+

Real GDP showed the economy contracted at a 0.9% annual rate in 2Q22, following a decline of 1.6% in 1Q22.
Weakness was widespread with declines in both residential and non-residential construction, capital spending on
equipment, inventory rebuilding and government spending at both the federal, state and local levels. This was only
partly offset by modest gains in consumer spending and an improvement in trade. GDP growth is likely to continue
to be very soft for the rest of the year with massive fiscal drag, a higher dollar and higher mortgage rates.
(Source: J.P. Morgan Asset Management)

Corporate
Proﬁts

-

+

The 2Q22 earnings season is underway with 269 of the S&P 500 companies having reported (69.9% of market cap).
69% of companies have beaten on earnings expectations and 58% have beaten on revenue expectations.

+

Hot inflation is still running well above the FOMC’s 2% target, with the headline PCE price index rising +1.0% m/m
and +6.8% y/y in June. The core PCE deflator also rose +0.6% m/m and +4.8% y/y. The June CPI report showed
even hotter-than-expected inflation. Headline CPI rose 1.3% m/m and 9.1% y/y, while Core CPI jumped 0.7% m/m
and 5.9% y/y. While surges in energy prices led the upside in headline CPI, core inflation continued to accelerate as
services prices, new vehicle prices and shelter costs rose solidly. (Source: J.P. Morgan Asset Management)

Inﬂa onary
Pressures

-

(Source: J.P. Morgan Asset Management)

Interest Rate
Pressures

-

+

Persistent inflationary pressures have pushed the Fed to accelerate its rate hiking trajectory. At its July meeting, the
FOMC announced a 0.75% increase in the federal funds target range, bringing the federal funds rate to a range of
2.25%-2.50%. The Fed kept the door open for another 0.75% increase at its September meeting but emphasized that
policy decisions will be made on a meeting-by-meeting basis and be highly data dependent, acknowledging the risk
of economic data further deteriorating. (Source: J.P. Morgan Asset Management)

Liquidity

-

+

The Fed intends to reduce the Federal Reserve's securities holdings over time in a predictable manner primarily by
adjusting the amounts reinvested of principal payments received from securities held in the System Open Market
Account (SOMA). (Source: J.P. Morgan Asset Management)

Sen ment

-

+

Heightened geopolitical tensions with Russia could result in severe energy shortages, worse consumer confidence
and dampened growth. Inflation could spike further and remain elevated for longer if energy shortages worsen.

Valua on

-

+

We think valuations provide some long tern opportunities after the broad selloffs in almost all areas. We suggest
discipline, patience, and an emphasis on quality. We expect volatility to continue.
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Bonds & Equi es
Both Decline
The first half of 2022 was, from an investment
stand-point, one for the record books. Markets
confronted a perfect storm, one with hurricaneforce winds. The economic challenge presented
by the highest inflation rate in 40 years was met
with a bloody land war in Europe and supply
chain issues exacerbated by an economic
lockdown in China.
The bond market experienced its worst sixmonth performance in history. The stock
market suffered a 20% decline, its worst
performance for the opening six months of a
year since 1970. (Source: Minneapolis Portfolio
Management Group, LLC)

Over the past decade, favorable economic
conditions and an environment of low rates
fueled the expansion of “growth” and
technology related companies. Now, the market
has violently moved away from these.
Importantly, the decline has largely
corresponded with collapsing multiples, not
falling earnings estimates, which remain robust
for many businesses – whether justified or not.
This is a critical distinction to make. We
believe multiples contracting has been a
healthy development for this market and that
a new set of market leaders will emerge as
valuations come to depend more heavily on
fundamentals.

A Few Reasons
for Op mism
Corporate insiders have been on a buying spree.
For example, in May, more than 1,100 corporate
executives and officers bought shares of their
own firm, exceeding the number of "insider"
sellers for the first time since March 2020.

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.

Insider buying has historically been a very
effective market signal, as company executives
and officers should know their businesses better
than anyone. This buying binge seems to
indicate that officers and directors are confident
that their companies can deliver profits amidst
the current climate.

·

Independent, objective advice from
professionals with the expertise you need to
help you achieve your goals.
Investment strategies appropriate for longterm, serious, core money.

·

Asset allocation strategies customized to fit
clients’ unique needs, risk tolerance, and
time horizons.

Despite recession concerns from many
economists, consumers are in a strong position
(reasonable savings and manageable debt
levels), jobs remain plentiful with
unemployment near historic lows, and corporate
balance sheets are strong.

·

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.

(Source: Minneapolis Portfolio Management Group, LLC)

·

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

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 S&P 500 Index (a registered trademark of the McGraw Hill Companies) is an unmanaged index of common stocks. Investors cannot purchase any index. 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 information purposes and is not a
solicitation or an offer to buy any security or instrument or to participate in any trading strategy. Stocks offer long-term growth potential 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 fluctuations. Independent money management may not be appropriate for all investors. All
investing involves some degree of risk, whether it is associated with market volatility, purchasing power or a specific security, including the possible loss of principal. Investments in fixed-income securities are subject to
market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can cause a bond’s price to fall. Credit risk is the risk that an issuer will default
on payments of interest and/or principal. This risk is heightened in lower rated bonds. If sold prior to maturity, fixed income securities are subject to market risk. All fixed income investments may be worth less than their
original cost upon redemption or maturity.
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