May 2022 Market Review
The churn of now-familiar currents produced a market seemingly driven by headlines as the S&P 500
closed more than 1% up or down 10 times on the news of the day. At different moments, inflation and
the Federal Reserve’s response to it, China and COVID-19, rising food and energy prices, and the RussiaUkraine war provided varying guidance to a market eager for direction.
At the end of May, however, the equity markets rallied, pulling the S&P 500 from a bear-like slump to
close down 0.56% for the month.
That rally could signal investors’ emerging hope that the Fed can engineer a soft landing with its
inflation-fighting plan: raising interest rates without quashing the potential for growth.
Still, expect inflation to be the dominant concern as we continue into the summer. In May, home prices
rose to record highs, gasoline prices remained elevated and durable goods prices increased for the sixth
time in seven months. Consumer sentiment is at the lowest level since 2011.
There is good news. For the first time since last June, next-year inflation expectations are lower.
Similarly, both housing and the price of durable goods are starting to plateau.
“Other good news is that bonds started to behave the way they should, providing an offset to equity
risk,” Raymond James Chief Investment Officer Larry Adam said.
Bond volatility remained elevated in May with the ten-year Treasury trading in an intra-month range of
2.72% to 3.21%. However, concerns about economic growth caused yields across the maturity spectrum
to fall, with 2-year and 10-year yields declining to 2.55% and 2.86% respectively. Compare that to May
2021, when the yield on the ten-year Treasury was only 1.58%. The rally in ten-year Treasuries in May
marks the first positive month of performance since November 2021.
Let’s take a look at the numbers since Jan. 1
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*Performance reflects index values as of market close on May 31, 2022. Bloomberg Aggregate Bond reflects May 27
closing values. MSCI EAFE reflects May 30 closing values.

Here are some key topics to keep an eye on:
Eyes on inflation
By Tuesday’s close, six of the S&P 500’s eleven sectors were positive for the month with energy,
materials and utilities the top performers.
Expect investors to remain hypersensitive to inflation and its power to create a wide range of potential
outcomes over the coming months, including the Fed’s response to it. Inflation numbers can also
provide guidance on whether we’ve seen the low point in the market’s downward trend. In the
meantime, short-term bounces in a weak market can provide information about the strength of
individual stocks, giving insight for positioning for a strong market in the future.
Conducting talks in Washington
Congressional negotiations over an economic competition bill that could create a framework for further
economic and commercial restrictions targeting China kicked off in May. Among its provisions, the bill
would provide domestic semiconductor funding and boost domestic research and development. A final
bill could be presented before the August congressional
recess.
Russia remains oil market focus
The Russia-Ukraine war remains the top source of concern for the global oil market. The European
Union has not finalized its proposed embargo against Russian oil, but even without that, shipping data
indicates that Russia’s exports are down 1.5 to 2 million barrels per day – 1.5% to 2% of global supply –
since the start of the war. This reflects a combination of difficulties in securing tanker capacity and exits
from the market by international energy companies.
The bottom line
May was a complex month in a complex year. For now, expect the volatility to continue and for the
markets to continue their search for a surer way forward.
Weak markets are challenging for any investor, but doubly so for those who take too big a bite from
exciting trends at the cost of more pragmatic approaches. Times like these are why we are proud to
focus on topics like risk, time horizons, suitability and portfolio diversity, as well as financial strategies
developed to support your long-term goals.
Thank you for your continued confidence as we navigate the world and its markets together. If you have
a question, would like to discuss what’s going on or just want to check in, please reach out at your
convenience.
Sincerely,
Wealth Partners Alliance
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