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We’re going to keep our newsletter short this quarter. Instead of offering up the usual few pages of exposition, you’ll find a very
brief update on the economy and markets followed by links to two articles of interest (one selected by Peter and one by Ben). We
figure incorporating perspectives other than just our own may be refreshing and hopefully make for good summer beach fodder!
Earnings season is coming to a close with ~90% of companies reporting results. 70% of those companies reported better earnings
than expected with aggregate earnings growth of just under 7% year-over-year. While that figure is not as strong as some of the
rates we’ve seen post-COVID, it’s still a strong figure. Importantly, revenues are growing too, meaning companies are making more
money and not just engaging in some creative “financial engineering” to make their results look better than they actually are. The
market’s reaction to the good earnings season has been positive, too. Since the close of the quarter on June 30 th, the S&P 500 has
regained about 450 points (an increase of roughly 12%). There are still a few weeks before Labor Day (the unofficial start of fall),
but the old Wall Street saw about selling in May and going away may not prove to be good advice this year. (Factset)
The Bureau of Economic Analysis released revised 2 nd quarter GDP last month, noting a decline in economic growth of 0.6% yearover-year. This follows a decline in the 1st quarter of 1.6%, marking two consecutive quarters of economic contraction (BEA). Two
quarters of economic contraction has long been the working definition of a "recession," but the government seems hesitant to
acknowledge that we may very well be experiencing a recession today. Gee… wonder why… Quite frankly, it doesn’t really matter
what we call it. Slowdown, recession, pit stop, naptime. The fact of the matter is that the economy, as a whole, is not as strong as it
was last year.
Importantly, the consumer appears to still be in good shape. Employment is strong, consumer spending remains solid, and anyone
who has been in an airport, hotel, or vacation destination, as you may be right now, can attest that everything is packed. Inflation
may also be starting to plateau, with July’s CPI reading flat versus June’s. One data point does not make a trend, but it was encouraging to see at least one month where inflation didn’t increase yet again. Going forward, we believe oil prices are likely to dictate
the trajectory of inflation because it permeates so many facets of our economy. If oil prices can stabilize or even decline a little, we
believe headline inflation figures will follow.
The November election race is starting to find its way into the headlines. FiveThirtyEight’s poll data suggests Democrats are likely
to win a majority in the Senate while Republicans win the House, but we all know surprises are likely to shake things up. As we’ve
said before, the market tends to like a purple makeup in Washington because it means a low probability of either party passing
extreme legislation.
With midterm elections around the corner, a war still raging in Ukraine, and a murky picture of US economic health, the market is
likely to remain volatile for the foreseeable future. What happens tomorrow, next month, or even next year, is unclear. However, our
focus remains squarely on the long-term. Bear markets are painful, but normal; since 1928 there has been a bear market, on average, once every 5 years (Motley Fool). The average market decline during a moderate recession has been 24%, with recovery to
new all-time highs taking between 2-3 years (Raymond James). Investors who can stick to their strategy through these challenging
environments have historically been rewarded on the other side.
Ben’s pick: Scarcity is an Ally of Appreciation

Peter’s pick: Forbes—What is a Recession?

Bonus video: Which Way Now? A Conversation with Howard Marks

Market Statistics
S&P 500
Dow Jones Ind. Avg.
Russell 2000 (Small Cap)
MSCI EAFE (Foreign)
MSCI ACWI (Global)
MSCI Emerg. Mkts. Equity

Barclay’s Aggregate Bond
iShares Gold ETF (GLD)

July ‘22
9.22%
11.13%
10.42%

YTD
-12.58%
-13.16%
-15.61%

2021
28.16%
20.28%
14.49%

3-Year Annl.
13.36%
8.65
7.13%

5-Year Annl.
12.83%
9.79
6.72%

4.98%
6.98%

-15.56%
-14.61%

11.26%
18.54%

3.16%
8.52%

2.61%
9.35%

-0.25%
2.44%
-2.59%

-17.83%
-8.16%
-4.01%

-2.54%
-1.54%
-3.51%

0.90%
-0.21%
7.20%

0.95%
1.28%
6.33%

Source: Morningstar, as of 7/31/22
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Disclosure
Investing involves risk and you may incur a profit or a loss. Please carefully consider investment objectives,
risks, charges, and expenses before investing.

Mutual Funds are sold by Prospectus only. Please carefully consider the fund's investment objective, risks, charges and
expenses applicable to a continued investment in the fund before investing. For this and other information, call or write to
for a free prospectus, or view one online. Read it carefully before you invest or send money.
The indexes are unmanaged and an investment cannot be made directly into them. The Dow Jones Industrial Average is an
unmanaged index of 30 widely held securities. The NASDAQ Composite Index is an unmanaged index of all stocks traded on
the NASDAQ over-the-counter market.
Cantella & Co., Inc. does not provide legal or tax advice. For legal or tax advice, please seek the services of a
qualified professional.

This material is not intended to provide legal, tax or investment advice, or to avoid penalties that may be imposed under
U.S. Federal tax laws, nor is it intended as a complete discussion of the tax and legal issues surrounding retirement
investing. You should contact your tax advisor to learn more about the rules that may affect individual situations.

This was prepared for informational purposes only. It is not an official confirmation of terms. It is based on information
generally available to the public from sources believed to be reliable but there
is no guarantee that the facts cited in the
foregoing material are accurate or complete. Changes to assumptions may have a material impact on returns. Past
performance is not indicative of future results. The views and opinions expressed in an article or column are the author's
own and not necessarily those of Cantella & Co., Inc.
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