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Market Commentary 
 
The third quarter of 2022 was negative for broad asset classes (U.S. Stocks, Int’l Stocks, Real Estate, and 
Bonds), and volatility remained elevated. The S&P 500 dropped 5% for the quarter and remains in bear market 
territory at -24% year-to-date. International markets were down more than U.S. equities, with Developed 
Market stocks down 27% YTD and Emerging Market stocks also down 27% YTD. Small Cap U.S. equities are 
down 25% YTD. Real Estate Investment Trusts (“REITs”) dropped 11% in the quarter, and are now down 
28% YTD. Bonds dropped 5% in Q3 as interest rates rose sharply during the quarter as the Federal Reserve 
continued raising rates to combat inflation. The Bloomberg U.S. Aggregate Bond index had its worst start to 
the year in 40 years, down now 15% YTD. 
 
As anticipated, macro forces continue to be in focus, including inflation, Federal Reserve tightening of 
monetary policy, recession fears, and the war in Ukraine. Inflation has remained stubbornly high and rates 
have followed. To combat this inflation, the Fed remains aggressive in tightening monetary policy. The Fed’s 
guidance indicates that it plans to raise the Fed Funds rate above 4% by year-end and run off over $1 trillion of 
balance sheet assets in each of the next several years. 
 
The economic landscape has begun to show some weakness, however corporate earnings remain positive. 
We believe most of the pain felt in the equity markets has been a result of rising rates and muted corporate 
growth expectations. Leading Economic Indicators have started to drop; however, some economic 
fundamentals remain positive, namely a strong labor market, expansionary production, and positive growth in 
consumer spending. 
 
We remain cautious given the economic backdrop of tighter financial conditions, elevated inflation, and slowing 
economic data that all point to a higher probability of a recession in 2023. We also believe most of the pain of 
rising rates has already been priced in the bond market, and higher yields are now helping cushion any future 
upward rate pressure. Therefore, we think security selection, manager value, portfolio diversification, and 
investor resilience are key to navigating this challenging market environment. 
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Index Name QTD Return YTD Return 

Dow Jones Industrial Average -6.17% -19.72% 

S&P 500 (U.S. Large Co. index) -4.88% -23.87% 

Russell 2000 (U.S. Small Co. index) -2.19% -25.10% 

MSCI EAFE (Int’l Equity index) -9.36% -27.09% 

Bloomberg U.S. Aggregate Bond -4.75% -14.61% 

 For YTD 2022, diversified portfolios performed between fixed income markets and equity markets 

 In Q3 2022, Church Loans were the leading sub-asset class, with the strategy up +0.5% 

 Diversification, manager value, and maintaining a long-term perspective continue to be priorities  

Market 

Highlights 


