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Hello FIT friends, 

Attached is your first quarter statement and our updated ADV. The following are some thoughts regarding 

the recent market volatility. 

2022 continues to be a tough year. The S&P 500 is down 13.3% through the end of April 2022. That’s the 

bad news. The following chart shows the worst starts to the year (including this year) and how the S&P 500 

performed the rest of the year. The good news is that a lot of bad news is currently priced into the markets.  

 

 

Like we have mentioned before, the market is dealing with several headwinds. We believe the main 

headwind is that the Federal Reserve (Fed) is behind the curve on the inflation front. Inflation has surged 

to 40-year highs, and even though the market is down, the Fed will likely be raising interest rates 

throughout the year. This puts pressure on the fixed income market because of the inverse relationship 

between interest rates and bond prices. Higher rates also are an attempt by the Fed to slowdown the US 

economy, which sometimes puts pressure on equities. The second headwind is the Russia / Ukraine conflict. 

Not neglecting the human toll of war, this war is putting additional pressure on the supply chain including 

commodities, which is driving higher prices (higher inflation). The third headwind is the uncertainty of the 

global economy. The question the markets are facing – will the Fed’s action drag the US into recession? 

And if that happens, will we also see global economies head into recession? 

 

 

 



A question many people are asking- is this pullback normal? In the following chart you can see that the 

average pullback since 1980 is -13%. In recent years we have been spoiled by much lower-than-average 

pullbacks. In 2017, the max pullback was only 2.8%. In 2019, the max pullback was 6.8% and in 2021 the 

max pullback was only 5.2%. Also, an interesting note from this chart is that the pullbacks do not direct 

how the full year plays out.  

 

 

Volatility in stocks is expected. That’s the price of admission for higher returns over time. A unique 

challenge the last six to nine months has been the volatility in the bond markets. Usually when stocks 

decline, bonds rise as investors flee to safety. However, since the Fed is raising rates (fighting inflation), 

bonds are also down. As mentioned above, when rates go higher, bond prices go down (inverse relationship). 

Almost all parts of the bond market are down including the Municipal bond market. This pressure does 

present some opportunity to take advantage of the lower bond prices. Below is a chart on bond performance.  

 

Source: Bloomberg 

AGG: Core US Bond Market ETF / HYG: High Yield Market ETF / LQD: Corporate Bond Market ETF / MUB: Municipal Bond ETF 

While we expect continued volatility (we believe the Fed will raise interest rates in the near-term) there is 

good news. The US economy is still strong, and unemployment is low. Consumer spending continues to be 

solid and company balance sheets are healthy. Many corporations took the opportunity to refinance their 

debt over the last few years when rates were low (helps keep interest costs down). 

  



We want to reiterate the importance of “time in the market” versus “timing” the market. Market timing is 

attempting to sell everything (moving to 100% cash) when the market is at a high and buying at a low. 

Evidence suggests that market timing is almost impossible and often detrimental to long-term performance. 

The main issue here is investor psychology. Markets tend to bottom when everyone feels horrible. In March 

of 2020, the market bottomed on March 23, 2020, right when COVID was at its peak. Almost no one wanted 

to buy during that time.  

This chart shows the effect of missing the “best” days in the market. Usually, the best days are followed by 

the worst days.  

 

 

Our team at FIT (Brian, Aaron and Bill) are here to answer your questions. If you would like to schedule a 

meeting, please do so with the following links or just give us a call.  

 

Brian    https://calendly.com/brianfitwealth 

Aaron  https://calendly.com/fitwealthaaron 

Bill       https://calendly.com/billfit 

 

Disclosure:  

These materials are provided for informational purposes upon specific request of or in one-on-one meetings with sophisticated investors who meet 

certain financial requirements.  

All returns (mid-month, monthly, quarterly or annual) referenced are purely historical, are no indication of future performance, and are subject to 

adjustment. Changes in markets, interest and exchange rates, economic and/or political conditions and other factors may influence FIT’s future 

performance. FIT may from time to time alter its investment strategies and objectives and allocate assets (including the level of cash positions) 

differently than in prior periods. Past performance is not necessarily indicative of future results. Market indexes may be included in this report 

only for comparative purposes and as context reflecting general market results.  

This information is strictly confidential and may not be reproduced or redistributed in whole or in part nor may its contents be disclosed to any 

other person under any circumstances. It is not intended to constitute legal, tax, accounting or investment advice. Prospective investors should 

consult FIT or other advisors about such matters. 
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