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Key Themes for 2022

Short Term Themes

1. U.S. Consumer Resiliency Tested by Tighter Financial 
Conditions. 

2. Value Stocks Continue to Outperform Amidst a Growth 
Slowdown. 

3. The Economy Hits Growth Recession, Not an Economic 
Recession.

4. Stocks Find a Floor Around Current Levels.

5. Rates Normalize as Central Banks Reduce Purchases.

6. Labor Market Strength Reaching a Peak.

7. Inflation Declines as Inventories Build and Demand 
Slows.

8. Chinese Growth Headwinds Persist, but Policy Makers 
Have Flexibility

Long Term Themes

1. Transition Towards Clean Energy/ ESG Driver in the 
Commodity Markets (demand and supply)

2. Supply Chain Onshoring to Propel US Economic 
Expansion
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S&P 500 Forward P/E2-Year Treasury Rate

The Market in Three Acts
Inflation > Rates > Multiples

CPI: YoY% Change

à

As of 9/30/2022

à

As of 11/4/2022 As of 11/4/2022

Source: Factset
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Energy: The Only Place to Hide?
Though too small to move the needle at the index level, energy still offers the lowest relative valuation

Energy Made Back Its  Brutal 2020 Performance And More 

As of 9/30/2022

Source: Factset

S&P 500 Sector Breakdown

S&P weights as of 10/31/2022

Sector
S&P 

Weight*
Dividend 

Yield

Q3
 Total 
Return

YTD
Total 

Return

1-Year 
Total 

Return

Current 
Forward 

P/E

25-Year 
Average 

Forward P/E

S&P 500 100% 1.7% -4.9% -23.9% -2.0% 15.2x 16.3x

Information Technology 26.3% 1.1% -6.2% -31.4% -7.8% 18.4x 19.5x

Health Care 15.3% 1.7% -5.2% -13.1% 9.6% 15.1x 16.3x

Financials 11.4% 2.3% -3.1% -21.2% 6.3% 10.6x 12.7x

Consumer Discretionary 10.9% 0.8% 4.4% -29.9% -12.8% 24.2x 19.8x

Industrials 8.3% 1.8% -4.7% -20.7% -4.0% 15.3x 16.7x

Communication Services 7.5% 1.0% -12.7% -39.0% -25.9% 13.6x 17.5x

Consumer Staples 6.9% 2.7% -6.6% -11.8% 4.6% 18.7x 18x

Energy 5.4% 3.6% 2.3% 34.9% 108.7% 7.9x 15.6x

Utilities 3.0% 3.1% -6.0% -6.5% 10.0% 17.6x 14.7x

Real Estate 2.6% 3.4% -11.0% -28.8% 4.0% 15.6x 17.5x

Materials 2.5% 2.3% -7.1% -23.7% -2.9% 12.4x 15.5x
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A Rare Year With Both Stocks and Bonds Down
Very little has worked in 2022

Bloomberg US Aggregate Index Total Return

As of 9/30/2022

Source: Factset

S&P 500 Total Return

As of 9/30/2022

-16%
-25%
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2023 Might be About Growth
Economic and earnings growth will be the key to forecasting 2023

Core CPI % YoY

As of 9/30/2022

Source: Factset

ISM Manufacturing PMI

As of 10/31/2022

>50 = Expansion

<50 = Contraction
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Watching the Leading Indicators
Looking to the bond market and high yield market for signs of a recession. 

The Yield Curve is Flashing Red

As of 10/31/2022

Source: Factset

High Yield Spreads are Flashing Yellow

As of 10/31/2022
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The Inflation Fulcrum
As inflation goes, so does the Fed

Contributions to YoY CPI

As of 9/30/2022

Source: Fred, Factset

The Face Off Between Goods and Services
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The Choking of Supply Chains
Supply chain pressures are still here but appear to be fading

New York Fed Global Supply Pressure Index

As of 9/30/2022

Source: Federal Reserve Bank of New York Liberty Street Economics, Factset

Oil Prices (WTI NYMEX Futures: Continuous)

As of 11/4/2022
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Housing Market, Transitioning? 
Rising rates should sap demand in the red-hot housing market

Mortgage Rates

As of 9/30/2022

Source: FRED, Zillow

Zillow Rent Index Year over Year %

As of 9/30/2022
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Business Investment Pulls Back
Homebuilders and other businesses are putting a pause on projects

Housing Starts (Thousands)

As of 9/30/2022

Source: Left: FRED, Right: Bloomberg

S&P 500 Corporate Capital Expenditures

Estimates provided by Bloomberg as of 11/8/2022
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Tightness in the Labor Markets
Labor supply needs a services increase to help guide down inflation 

Openings & Quits

As of 9/30/2022

Source: FRED, BLS

Average Hourly Earnings

Estimates provided by Bloomberg as of 11/8/2022
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The Job Market Holds Strong
Even when facing a highly uncertain future, companies are hanging on to their workers

Initial Jobless Claims

As of 11/3/2022

Source: FRED, BLS

Unemployment By Sector

As of 10/31/2022
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How High Will the Fed Have to Go?
The good news is that long-term inflation expectations are remaining anchored

Fed Funds Rate

Market Expectations derived from Fed Funds Futures as of 11/8/2022

Source: FRED, Factset

Inflation Expectations

As of 10/31/2022
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The U.S. Consumer Has Not Stopped Spending
The excess savings binge fueling consumer spending is coming to an end

U.S. Total Retail Sales

As of 9/30/2022

Source: Factset, FRED

Real Consumer Spending By Type 
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Covid Stimulus Savings Start to Dwindle
High inflation is drawing down savings accounts and pushing up credit card balances

Personal Savings Rate

As of 9/30/2022

Source: FRED

Credit Cards & Other Revolving Plans (Billions)
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Energy Transition 
The energy transition may create unintended consequences along the way 

Global Energy Mix

Source: JPM Guide to the Markets, Factset

Supply Shortages Overwhelm in the Near Term

As of 9/30/2022
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The International Markets Discount
The strength of the dollar acts as another headwind to investing in overseas markets

Forward P/E Ratios

Source: Factset

The U.S. Dollar

As of 9/30/2022

U.S. Dollar 
getting 

stronger
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European Recession Coming?
Europe may be unable to avoid an economic downturn

YTD European Equity Performance (in USD)

Source: Factset

Energy Prices Still Extreme, But Well Below Highs

As of 9/30/2022
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China, No Longer the Growth Engine
The regulatory actions in the education, housing, and health sectors are continued headwinds to Chinese growth

Real GDP Growth

Source: IMF, Factset

YTD Emerging Market Performance (in USD)
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China, The Pain Continues 
Zero-Covid policy, deflating real estate bubble, continued tech crackdown all put pressure on GDP growth

Technology Languishes

Source: Factset

Manufacturing Struggles to Bounce Back

As of 9/30/2022

>50 = Expansion

<50 = Contraction
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Is a Santa Rally Possible?
Closure on midterm election uncertainty often leads to strong Q4 performance

Source: Factset

Asset Class First 3 Quarters

Tax Exempt Bond -7.7%

TIPS -13.7%

Core Taxable Bond -14.5%

High Yield Bond -14.6%

Emerging Market Bond -23.9%

SMID Cap Equity -24.1%

Large Cap Equity -24.1%

Emerging Market Equity -26.6%

International Equity -27.0%

Real Estate -28.1%

Asset Class Q4 to Date*

SMID Cap Equity 7.2%

International Equity 6.6%

Large Cap Equity 5.3%

Real Estate 3.3%

High Yield Bond 1.9%

Emerging Market Equity 1.1%

Emerging Market Bond 0.6%

TIPS 0.3%

Tax Exempt Bond -0.1%

Core Taxable Bond -1.7%
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What to Expect in 
Equity Markets 

Year-End 2022
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Goodbye & Good Riddance?
Before we go, let’s take a look at what we should find by year-end . . .

1. Fed Hikes Two More Times

2. Two More Inflation Readings

3. New Congress

4. 2023 Earnings Clarity

5. Progress on Supply Chain Onshoring

As of 11/4/2022

Source: Bloomberg, Morgan Stanley, Piper Sandler
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Let’s Look a Little Further
Mid-term elections are a strong catalyst. Could be data-mining, but there are fundamental reasons.

Source: Bloomberg, Morgan Stanley, Piper Sandler
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How About Earnings Clarity?
Earnings estimates have come down but still predict growth

Source: Bloomberg, Morgan Stanley, Piper Sandler
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But Many of the Worst Prognostications Still Look Unlikely
We showed these headlines on our last call. How many of them seem realistic now?

Source: Bloomberg, Morgan Stanley, Piper Sandler



28

“Half-Full, Half-Empty” Commentary on Earnings Calls
We showed these headlines on our last call. How many of them seem realistic now?

Source: Forbes, CNBC, Financial Times
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Does This Chart Explain 2022 in Equity Markets?
Growth-Value leadership changes occur over time

Technology Languishes

Excludes dividends. As of 10/4/2022
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Going Back to What Has Worked May Be a Mistake
FAANGMA Example: Apple - buy the dip?

Last several years Apple has been an easy call. This year?  Not so much.
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Leadership Changes Over Time
What seems obvious today is only so in hindsight . . . 
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So, What Do You Do?
In investing, a ties goes to the bulls

Source: Factset

Equity markets have been climbing a wall of worry for 
centuries.
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So, What Do You Do?
Balance the positives and the negatives

Source: Strategas



THANK YOU

CERITYPARTNERS.COM
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Important Notes
Cerity Partners LLC (“Cerity Partners”) is an SEC-registered investment adviser with office locations throughout the United States. Registration of an Investment Advisor does not imply any level of skill or training.
The information presented is limited to general information pertaining to Cerity Partners’ services, views, outlooks, and opinions and is for informational purposes only. You should not construe the information
contained herein as personalized investment, tax, or legal advice. There is no guarantee that the views and opinions expressed in any Cerity Partners content will come to pass. The information presented is
subject to change without notice and should not be considered as an offer to sell or a solicitation of an offer to buy any security.

Certain portions of Cerity Partner’s website may contain a discussion of material economic conditions and/or events that may affect future results. All information is deemed reliable as of the date presented but is
not guaranteed and is subject to change.

Certain information is based on or derived from independent third-party sources that, in certain cases, may not have been updated through the date of this information. While such information is believed to be
reliable for the purposes used herein, the information is subject to change without notice to you. Before making any decision or taking any action that may affect your finances or your company’s finances, you
should consult a qualified professional adviser.

References to indices or other financial benchmarks are provided for illustration purposes only. Indices are unmanaged, statistical composites and an individual cannot directly invest in an index. Any returns
portrayed do not reflect the deduction of underlying investment expenses and third-party fees to purchase the securities they represent. Past performance is no guarantee of future results. Data from indices (i.e.,
the S&P 500) are supplied by third party suppliers. Cerity Partners does not attest to the accuracy or reliability of these numbers nor the methods of calculation from which they are derived. Investing in the
financial markets involves risk, including the loss of the principal amount invested; and may not be appropriate for everyone.

For information pertaining to the registration status of Cerity Partners, please contact us or refer to the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). For additional information about
Cerity Partners, including fees, conflicts of interest, and services, send for our disclosure statement as set forth on Form CRS and ADV Part 2 using the contact information herein. Please read the disclosure
statement carefully before you invest or send money.

©2022 Cerity Partners LLC, an SEC-registered investment adviser. All Rights Reserved. (11/22)


