
Stocks are again moving lower to start the week of January 24th.  In addition to inflationary 

pressures and Fed uncertainty we are likewise dealing with escalating Russia/NATO 

tensions.  As we outlined in our recent quarterly commentary, geopolitics is a concern of 

ours, and the escalating tensions with Russia are unfortunately contributing to the recent 

volatility.

Earnings season is just beginning and has had some early disappointments, particularly 

in the tech sector. In fact, the technology sector has had a decline in value of more than $1 

trillion during this correction. We have discussed the concept of the market being “priced to 

perfection” and it is not surprising to see what is occurring to companies and sectors that 

disappoint.

The average annual decline in equity prices each year from peak to trough from 1980 is over 

13%.1   Large cap stocks are not close to this level of decline yet.  However, the Nasdaq has 

experienced a much larger correction, falling over 15%.  Interestingly, the average correction 

in the NASDAQ dating to 1970 has been over 19%.2   Even more interesting is that the 

Nasdaq has experienced 66 corrections since its inception in 1970.  This means the Nasdaq 

has experienced a decline of more than 10% at least once each year since its founding just 

51 years ago. Also, since there has been so little downside volatility the last few years except 

for the quick Covid-onset decline, it is not uncommon for investors to become extremely 

emotional if they hold significant portions of their portfolio in this asset class.  We believe 

building diversified portfolios for clients can help mitigate some of the downside during 

declines.  This recent decline in the tech sector is yet another reason for investors and their 

advisors to work together to review the current risk of their portfolios to make sure they are 

properly diversified, understand the risk they are taking, and to not get complacent.

We have been concerned that inflationary pressure, combined with supply chain issues, may 

hurt earnings and we have seen more mention of this lately.

We closely watch the spread between 10-year treasuries vs. 2-year treasuries (10s-2s spread), 

and this has started to compress as we move through January.  An inversion of the 10’s-2s 

spread is a fairly accurate warning sign.  This spread remains positive at 79 basis points and 

will be a good sign if this spread widens in the weeks ahead. Additionally, both investment-

grade and high-yield spreads have not moved significantly in the last week.
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As mentioned above, it is common for stocks to experience a double-digit decline each 

year, and we happen to be experiencing this early in 2022.  We will continue to keep you 

informed, and as always, we will continue to work with you to meet your long-term goals 

and adhere to our plan.

Please feel free to contact us with any questions and we will continue to communicate with 

you during this period of volatility. 
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Weekly Market Commentary

Michael P. Finkelstein, CFA 
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