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While the year 2022 ended much like it started with some stock market weakness in December, 
the fourth quarter in its entirety provided a bit of relief to investors with the S&P 500 finishing 
up north of 7% for the quarter. Let’s begin with a review the performance of some of the key 
barometers of the financial markets for 2022.

4th Quarter Market Recap

In 2022, the financial markets performance and news flow were dominated by the following 
headlines: 1) Inflation surging to multi-year high; 2) The policy response by the Federal Reserve to 
combat inflation; and 3) The rapid increase in interest rates and corresponding impact on bond 
prices and balanced portfolios.
Throughout 2022, we have discussed inflation and the policy response to it. But now, it is time to 
turn our attention to the next chapter and identify both the opportunities and challenges ahead 
in 2023.  Below is a summary of our thoughts as we embark on the new year. 
▶ We expect 2023 to be a year of transition, with gradual fading of inflation pressures,
                   allowing policymakers and market participants to take a more balanced approach to
                   assess the impacts on economic growth, the labor market, and corporate earnings.
▶ The timing of that transition, however, remains unclear and is likely to be defined by the
                   amount of damage done to the economy by this tightening cycle.
▶ Behind the scenes, US and global money supply is falling at unprecedented rates as
                   liquidity is being drained from the financial system.  
▶ The combined and cumulative effect of rate hikes and reduced financial system liquidity 
                   should be sufficient to bring inflation down and quell economic growth, but there
                   remains uncertainty with how fast inflation will subside and how much the economy
                   will slow. 

 QTR YTD 1 Year 3 Year 5 Year 

Equities           

US Large Cap 7.56% -18.11% -18.11% 7.66% 9.41% 

US Mid Cap 10.78% -13.06% -13.06% 7.23% 6.70% 

US Small Cap 9.19% -16.10% -16.10% 5.80% 5.87% 

International Developed 17.34% -14.45% -14.45% 0.87% 1.54% 

International Emerging 9.70% -20.09% -20.09% -2.69% -1.39% 

Bonds           

US Aggregate 1.87% -13.01% -13.01% -2.71% 0.02% 

Short Term Bond 1.20% -5.49% -5.49% -0.67% 0.85% 

Treasuries 0.72% -12.46% -12.46% -2.62% -0.10% 

High Yield 4.17% -11.19% -11.19% 0.05% 2.31% 

Specialty           

Real Estate (REITs) 4.22% -25.01% -25.01% 0.27% 4.47% 

Gold 8.49% 0.44% 0.44% 6.19% 7.03% 

Bitcoin -14.67% -63.83% -63.83% 32.40% 3.01% 
 



              
▶            The FED Chair reiterated the focus on taming inflation with no change to the target fed
               funds rate of 5% by early 2023.  
▶            Balanced, diversified portfolios experienced a tough year as the bond market suffered one
              of its worst years in 50 years and did not provide the usual offset or counterbalance to 
              stocks. 
▶            Non-US equities modestly outperformed US stocks in 2022. After several years of
              significant underperformance versus US stocks, both non-US developed and emerging
              markets represent good relative value and may be poised to outperform in the years
              ahead.

With the bulk of the work of the FED behind us and only a couple of rate hikes ahead, the financial 
markets will now transition to assessing the impact or results of higher rates on inflation, the 
economy, unemployment, and corporate earnings. While the inflation rate has been coming down 
from its peak, the “job” of fighting inflation is not complete, and current indications are that the FED 
will stay the course to ensure that the rate of inflation continues to fall.  

While the cumulative impact of rate hikes and tighter monetary policy (which is draining liquidity 
form the financial system) should be sufficient to bring inflation down, it remains unclear how 
much and how fast inflation will decline and is likely to be defined by how much the economy 
slows. The labor market remains tight, creating wage pressures, but it is always the most lagging of 
indicators. Layoffs from large major corporations are happening as we speak and should accelerate 
over the coming months.

Inflation has rolled over, but continued declines will be dependent upon those areas that remain 
the most sticky, like Food and Shelter.

Transition from Focus on the FED to the Economy



Housing inflation significantly lags the developments in real-time house prices, such that it can 
take roughly 12-15 months for price reductions to pass through to inflation. Since housing prices 
appear to have peaked in Aprile 2022, it may not be until mid-year that housing-related inflation 
falls materially.

The primary driver of non-housing services inflation is the labor market. Tight labor markets mean 
rising wages, which are being passed to consumers, pushing services inflation higher. While the 
FED is likely to stop raising rates in early 2023, they are also likely to leave them at restrictive levels 
until the labor market weakens meaningfully, which we expect to become more evident as the year 
progresses.

The Death of the Balanced Portfolio Has Been Greatly Exaggerated

Following one of the worst years for bonds in the last 50 years, some investors are calling into 
question the benefits of a diversified, balanced portfolio with bonds. Investors own bonds to 
generate income and to provide complementary ballast to a portfolio of equities. Since bonds 
historically tend to perform well when stocks do poorly, bonds have typically provided support to 
balanced portfolios during those difficult years. 

Given the fact that bond performance and the high correlation of bonds to equities in 2022 was 
an anomaly based on historical data, we believe that the death of the balanced portfolio has been 
greatly exaggerated.  To the contrary, this year may have created a very good opportunity for fixed-
income investors and that, on a go forward basis, bonds will play their usual role in the balanced 
portfolio.

Clearly, 2022 was an outlier for bonds. In all prior years of negative performance for stocks, bond 
returns were positive.
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Following an extended period of outperformance by US Equities over the last 10 – 12 years, non-US 
equities appear attractively valued relative to US stocks.  This could offer balanced and diversified 
portfolios a boost to performance in the years ahead.  2022 could have possibly been a turning point 
with non-US stocks modestly ahead in the past year.

International stock valuations appear attractive compared to US stocks, looking at a lower relative 
price-to-earnings ratio and higher relative dividend yields.

Non-US Equities Looking More Attractive

Inflation remains elevated and is likely to come down gradually in the first part of 2023, now that 
supply chain disruptions have eased, energy prices (both oil and natural gas) have fallen, and 
housing prices may be set to pull back. The labor market will be the last to roll over but the Fed’s 
aggressive tightening of monetary policy should have its desired effect of slowing economic growth 
and dampening labor demand, which should result in a moderation of wage growth.

We expect additional rate hikes in the near term to be followed by a sustained period of stable 
monetary policy. Rate cuts are possible in late 2023, but we are not nearly so confident in that 
outcome as financial markets appear to be. Meanwhile, sticky inflation remains the predominant 
risk.  If inflation doesn’t fall, the Fed will have little choice but to keep tightening even at the risk 
of causing a more negative economic outcome. While we don’t foresee the variables in place for 
a spiraling downturn, financial-sector instability or bursting asset bubbles remain a possibility as 
growth slows. 

The growth outlook for the US and global economy is gloomy, to be sure, but in contrast with 2022, 
we expect the FED and global monetary policymakers to acknowledge the economic slowdown 
as the year progresses, resulting in a more stable monetary policy. This should reduce interest-rate 
volatility and asset price volatility as we head toward the 2nd half of 2023. While it is likely that the 
ride will remain bumpy at least for the first few months of the year, the overall outlook for markets 
has improved in the last few months, a trend that should hold for the back half of 2023.

The Bottom-Line



Investment Advisory services are provided through Bison Wealth, LLC located at 3550 Lenox Road NE Suite 2550 
Atlanta, GA 30361. Securities are offered through Metric Financial, LLC. located at 725 Ponce de Leon Ave. NE Atlanta, 
GA 30306, member FINRA and SIPC. Bison Wealth is not affiliated with Metric Financial, LLC., More information 
about the firm and its fees can be found in its Form ADV Part 2, which is available upon request by calling 404-841-
2224. Bison Wealth is an independent investment adviser registered under the Investment Advisers Act of 1940, as 
amended. Registration does not imply a certain level of skill or training.

The statements contained herein are based upon the opinions of Bison Wealth, LLC (Bison) and the data available 
at the time of publication and are subject to change at any time without notice. This communication does not 
constitute investment advice and is for informational purposes only, is not intended to meet the objectives or 
suitability requirements of any specific individual or account, and does not provide a guarantee that the investment 
objective of any model will be met. An investor should assess his/her own investment needs based on his/her own 
financial circumstances and investment objectives. Neither the information nor any opinions expressed herein 
should be construed as a solicitation or a recommendation by Bison or its affiliates to buy or sell any securities 
or investments or hire any specific manager. Bison prepared this Update utilizing information from a variety of 
sources that it believes to be reliable.  It is important to remember that there are risks inherent in any investment 
and that there is no assurance that any investment, asset class, style or index will provide positive performance over 
time. Diversification and strategic asset allocation do not guarantee a profit or protect against a loss in a declining 
markets. Past performance is not a guarantee of future results. All investments are subject to risk, including the loss 
of principal. 

Index definitions: “U.S. Large Cap” represented by the S&P 500 Index. “U.S. Small Cap” represented by the S&P 600 
Index. “International” represented by the MSCI Europe, Australasia, Far East (EAFE) Net Return Index. “Emerging” 
represented by the MSCI Emerging Markets Net Return Index. “U.S. Aggregate” represented by the Bloomberg 
U.S. Aggregate Bond Index. “Treasuries” represented by the Bloomberg U.S. Treasury Bond Index. “Short Term 
Bond” represented by the Bloomberg 1-5 year gov/credit Index. “U.S. High Yield” represented by the Bloomberg 
U.S. Corporate High Yield Index. “Real Estate” represented by the Dow Jones REIT Index.  “Gold” represented by the 
LBMA Gold Price Index.  “Bitcoin” represented by the Bitcoin Galaxy Index
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