
  
 
 

   
   

     
          

            
          

         
           

       
           

            
         

   

     

             
  

             
   

            
       

            
         

       
            

  
            

       

Private Bank Market Update
September 2022 
The markets remain volatile; the up and down movements driven by the ever-changing 
headlines on inflation, Fed policy, and economic data are reminiscent of a good old-fashioned 
tug of war. The opposing forces are quite evenly matched as bulls and bears battle for 
supremacy in determining how markets will look as we continue through the process of 
normalizing monetary policy and fighting inflation concerns. Both sides are dug in and can 
make strong and compelling arguments for their respective positions. Positive economic data 
and a lack of countervailing bad news created a slow grind forward for equity markets through 
much of August only to face a rather violent response from opposing forces; those forces were 
primarily the Fed reaffirming its commitment to fighting inflation as its focus over maintaining 
full employment. 

The tug of war persists across so many themes: 

• Inflation remains high, but many believe we are past peak and will start to see a 
meaningful decline. 

• Will the consumer, armed with ample savings, continue to fuel the economy despite 
rising interest rates? 

• How will 90 straight days of declining gas prices impact inflation, and how relevant is 
that with prices still well above last year? 

• Employment is strong, so how can recession be on the horizon? 
• Will earnings deteriorate and companies make meaningful layoffs, or is wage inflation 

sticky with companies afraid to let go of hard-to-find people? 
• Interest rates continue to move higher, but how much is already priced into the equity 

markets? 
• With the 10 YR US Treasury trading near 3.40%, is it at its trading range high or is it 

ready to break through the range and run higher? 
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The S&P 500 has rallied over 10% from the June bottoms but remains 14% below the all-time 
highs reached in early January. The range between 4800 and 3600 is a wide gulf that would 
drag one camp into the mud pit. However, the range has seemingly tightened to 4300 and 
3800. The tug of war is getting bogged down. Does the narrowing range signify consolidation? 
Is this the necessary price action that will move us towards normalization? Or is this just 
another coiled spring that will end in another trend breaking move for the bulls or bears? 

Remember that prices, like the red handkerchief on the tug of war rope, are the clearing 
mechanism for opposing views. The ongoing tug of war reflects the market processing new 
information. Whether you agree or disagree with the price, that is the collective wisdom of the 
market. 
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Market Update 

August was definitively a risk-off month as all major market indices produced negative returns 
for both fixed income and equity markets. There was little place to hide as Energy and Utilities 
were the only two sectors in positive territory for the S&P 500. Despite the weakness, equity 
markets are generally positive for the quarter based on the strong July returns while still down 
meaningfully for the year. 

Sector MTD QTD YTD Index MTD QTD YTD 
DOW JONES INDUS. AVG (3.7) 2.8 (12.0) 

 
    

                                                           

 

 

 

         
           

          
          

   

 

             
          

       

            

                        

         
           

              
            

   

   
  

 
  
   

    
  

 
  

  

  

Energy 2.7 12.6 47.9 
Materials (3.5) 2.5 (15.9) S&P 500 INDEX (4.1) 4.8 (16.2) 
Industrials (2.8) 6.4 (11.5) NASDAQ COMPOSITE (4.5) 7.3 (24.1) 
Consumer (4.5) 13.1 (23.6) RUSSELL 2000 INDEX (2.0) 8.2 (17.2) 
Consumer (1.9) 1.3 (4.1) RUSSELL 1000 VALUE INDEX (3.0) 3.5 (9.9) 
Health Car (5.8) (2.7) (10.8) RUSSELL 1000 GROWTH INDX (4.7) 6.8 (23.2) 
Financials (2.0) 5.1 (14.6) As of 08/31/22 Source: Bloomberg 

Informatio (6.2) 6.4 (21.9) 
Communic (0.8) 11.2 (14.6) 
Utilities 0.5 6.0 5.4 
Real Estate (5.9) 2.5 (18.2) 
As of 08/31/22 Source: Bloomberg 

Fixed income markets remain on pace for their worst year in history, with the US Aggregate 
Bond index down over 10%. Global bond markets are performing worse as the strong US 
Dollar and hawkish Fed is pressuring most major currencies. 

2yr US Treasury Yield 10yr US Treasury Yield 

Despite the high inflation numbers and concerns, commodity markets remain benign. Lumber, 
metals, other industrial materials, and agricultural commodities are all well off their peaks. 

Oil prices have continued to slide to below $90/bl despite the ongoing war between Russia and 
Ukraine. Gold spiked to over $1,800/oz in August but then fell back as markets sold off later in 
the month. 
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The US Dollar continues to be very strong as it breached parity with the Euro in August. The 
different monetary policy regimes are putting pressure on most currencies vis-a-vis the Dollar 
as the hawkish Fed is creating a wide interest rate differential. The US Dollar is trading at 40 
year highs vs Japanese Yen. 

The VIX Index, which is the standard measure of equity market volatility, dropped below 20 in 
August for first time since April. However, the sell-off in the latter half of the month drove the 
VIX back up over 20. 

Outlook 

After a very spirited discussion amongst our Investment Committee, our strongest conviction is 
that we are likely to remain in a volatile market as we continue to see the ripple effects of the 
policy responses to the pandemic. It is precarious to drift too far away from home when you 
really can’t see a clear view on the horizon. 

Portfolio management is always an exercise in managing risk/return tradeoffs. At the moment, 
it seems prudent to reduce highly speculative risks and tactically move towards higher quality 
themes. 

We believe that every month of data and every move by policy makers shifts us closer to 
normalization of economic conditions. As we start to see the waters calming and the ripple 
effects dissipating, we will again look to favor return over safety. 

The more defensive positioning to shorter duration, higher quality, and non-traditional 
exposures is the prudent way to navigate through today’s uncertainty. 
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IMPORTANT RISK DISCLOSURE STATEMENT 

Valley Financial Management, Inc. (“VFM”) is a wholly-owned subsidiary of Valley National Bank (“Valley Bank”), chartered as a 
national banking association. Valley Bank, in turn, is a wholly-owned subsidiary of Valley National Bancorp, a publicly traded 
company. Banking products and services are provided through Valley Bank. Brokerage products and services are provided by VFM. 
Pershing LLC is the clearing br oker for VFM. VFM is a member of FINRA (www.finra.org) and SIPC (www.sipc.org). 
This letter is not intended to be a recommendation or investment advice and is not an offer to buy or sell securities. The information 
provided does not take into account the specific objectives or circumstances of any client investor, or suggest any specific course of 
action. You should make investment decisions based on your objectives and circumstances and in consultation with your advisors. 
Non-deposit investment products offered through Valley Bank and VFM are: 

* Not insured by the FDIC or any other federal or government entity 
* Not guaranteed by Valley Bank or any other bank 
* Subject to investment risks, including possible loss of the principal amount invested 

The information contained in this material has not been filed with, reviewed by, or approved by any regulatory or self-regulatory 
authority and recipients are advised to consult with their own independent advisors, including tax advisors, regarding a potential 
investment. This is not a product of the Research Department of Valley Bank or any Valley National Bancorp unit. Opinions expressed 
may differ from those of other Valley divisions. VFM has developed policies designed to manage conflicts of interests. 
The S&P 500® Index is an unmanaged index generally considered representative of the U.S. stock market. The Russell 2000® Index 
tracks the performance of the 2000 smallest companies in the Russell 3000. The FTSE 100 Index is comprised of the 100 companies 
listed on the London Stock Exchange with the highest market capitalization. The STXE 600 € index tracks the performance of the 600 
largest stocks measured by free-float market capitalization in Europe. The Hang Seng Index is a free float-adjusted market 
capitalization-weighted stock market index of the 50 largest companies trading on the Hong Kong stock market. The Nikkei 225 Index 
is a price-weighted average of the 225 top-rated Japanese companies listed in the First Section of the Tokyo Stock Exchange. The 
Shanghai Stock Exchange Composite Index is a capitalization-weighted index that tracks the daily price performance of all A-shares 
and B-shares listed on the Shanghai Stock Exchange. The MSCI World Index is comprised of 1,652 stocks from 23 developed market 
countries. 
This Newsletter includes information that has been obtained from third party sources believed to be reliable but is not guaranteed. We 
make no representation on the accuracy of the information 
This Newsletter is provided to clients of Valley Bank and VFM only for your personal, noncommercial use. Except as expressly 
authorized by us, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or 
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without our prior 
express written consent. 
Valley Financial Management, Inc. 
350 Madison Avenue | New York, NY 10017 
Member SIPC/FINRA 
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