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BEHIND THE 

NUMBERS
W

e read in the press 
that the U.S. unem-
ployment rate is now 

3.5%, which is historically 
very low, and indicates that 
most Americans can find a 
job these days.  This is one 
reason why many observers 
don’t think the U.S. economy 
is in recession; typically, an 
economic slowdown means 
workers are laid off, not ea-
gerly sought and hard to find.

The U.S. Bureau of Labor 
Statistics maintains a more 
detailed picture of U.S. em-
ployment on its website, in 
graphical form—and it does, 
indeed, show that as of last 
month, the overall civilian 
unemployment rate was 3.5%.  
The same is true for all men 
20 years and older, and, inter-
estingly, women 20 years and 
older seem to be slightly more 
employable, with just 3.3% of 

them out of work.  It helps to 
remember that more than 
10% of each of these groups 
was out of work in late 2008 
and most of 2009, and unem-
ployment also peaked briefly 
in early 2020 at around 15%.  

When you look at some 
of the demographic break-
downs, and you see that some 
other cohorts are not as lucky, 
employment-wise, as white 
men and women.  The un-
employment rate of Hispanic 
and Latino members of the 
workforce is 4.5%, and 6.4% 
of Black or African-Ameri-
can workers are still looking 
for work in what is being de-
scribed as an extremely tight 
job market.  

Another chart shows that 
those who are unemployed 
tend to stay that way.  Today, 
just under 20% of the people 
looking for work have been 

out of work for 27 weeks or 
longer (the BLS doesn’t track 
any further than that), which 
is roughly the historical av-
erage, although that number 
has been over 40% during 
times of recession.  

Another statistic that is 
not generally reported on is 
the number of persons who 
are (for various reasons) not 
counted in the labor force, 
but who actually do want a 
job.  The most recent statistics 
show 1.4 million people are 
looking in the window of the 
labor market, hoping to find 
a door, and of those, 366,000 
are labeled as ‘discouraged 
workers,’ who believe that no 
jobs are available to them.

Sources: 

https://www.bls.gov/charts/employment-situation/
civilian-unemployment-rate.htm

https://www.bls.gov/news.release/empsit.nr0.htm

https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm
https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm
https://www.bls.gov/news.release/empsit.nr0.htm
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THE  
EVER-STRONGER 

DOLLAR
T

he U.S. dollar, compared to 
other currencies, is more 
valuable today than it has 

been in two decades.  For the first 
time, you can buy a Euro with a 
U.S. dollar on the currency mar-
kets, and very nearly buy a British 
Pound.  That same dollar will buy 
145 Japanese Yen, 60 Russian Ru-
bles and 82 Indian Rupees.  If you 
desire a lot of folding money, you 
can exchange that dollar for 42,350 
Iranian Rials.

Overall, the U.S. Dollar Index, 
which measures the greenback’s 
ever-fluctuating value against a 
basket of significant trading part-
ners, is up 20%—one of the few 
things that IS up this year.  That’s 
good news for anyone buying im-
ported products; they are propor-
tionately cheaper than they were 
when today’s almighty dollar was 
merely strong.  And traveling 
abroad is now less expensive than 
it was 12 months ago.

But a muscular dollar also car-
ries an economic price.  Anything 
manufactured in the U.S. and ex-
ported abroad has become rough-
ly 20% more expensive this year, 

making American companies less 
price-competitive with companies 
that produce locally or in countries 
with cheaper currencies.  

As you can see from the charts, 
the change in the dollar’s value has 
been a bit startling, and the ramifi-
cations abroad are only now start-
ing to be felt.  Emerging market 
countries that have debt denomi-
nated in dollars are finding it more 
expensive to make their interest 
payments.  And, since most of the 
world’s commodities are priced in 
dollars, essentials like oil, wheat 
and soybeans are more expensive 
globally.  

Will this trend continue?  It 
could.  Whenever the Fed raises 
interest rates—as it has several 
times in its attempt to reduce do-
mestic inflation—the dollar picks 
up more value.  More rate hikes are 
expected, meaning an even stron-
ger currency—and cheaper inter-
national trips for Americans—in 
the foreseeable future.

Sources: 

https://www.npr.org/2022/09/27/1124284032/
strong-dollar-euro-pound-foreign-exchange-fx-
inflation 

https://fx-rate.net/USD/

https://www.washingtonpost.com/busi-
ness/2022/09/30/strong-dollar-vs-pound-euro/

https://www.npr.org/2022/09/27/1124284032/strong-dollar-euro-pound-foreign-exchange-fx-inflation
https://www.npr.org/2022/09/27/1124284032/strong-dollar-euro-pound-foreign-exchange-fx-inflation
https://www.npr.org/2022/09/27/1124284032/strong-dollar-euro-pound-foreign-exchange-fx-inflation
https://fx-rate.net/USD/
https://www.washingtonpost.com/business/2022/09/30/strong-dollar-vs-pound-euro/
https://www.washingtonpost.com/business/2022/09/30/strong-dollar-vs-pound-euro/
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2022 THIRD  
QUARTER INVESTMENT 

MARKET REPORT

R
emember that nice little rally from 
mid-June until somewhere around 
mid-August, when the market re-

turns seemed to be moving us out of bear 
market territory?  We don’t either; that 
little upturn seems like a long time ago.

The past month and a half re-estab-
lished the down market trend that has 
generally been going on since the start 
of the year, as the markets gave back ev-
erything they had gained since the rally 
from their June 15 lows.  The Wilshire 
5000 Total Market Index—the broadest 
measure of U.S. stocks—lost 4.60% in the 
third quarter, and is now down 26.05% 
for the year.  The comparable Russell 
3000 index has lost 24.62% since Janu-
ary 3.  

Looking at large cap stocks, the Rus-
sell 1000 large-cap index is sitting on a 
24.59% decline so far this year, while the 
widely-quoted S&P 500 index of large 
company stocks lost 5.28% in the third 
quarter, and is down 24.77% so far this 
year. 

Meanwhile, the Russell Midcap Index 
has given back 24.27% of its value in the 
first three quarters of 2022.

The Russell 2000 Small-Cap Index 
is down 25.10% in the year’s first nine 
months, and the technology-heavy 
Nasdaq Composite Index is showing 
a 33.20% loss so far this year, as tech 
stocks continue to experience greater 
downdrafts than the market as a whole.  
Utility stocks lost a relatively moderate 

6.71% during the third quarter, posting 
an 8.57% loss in 2022.

International investors are sharing 
our pain.  The broad-based EAFE index 
of companies in developed foreign econ-
omies lost 10.01% in the third quarter, 
and now stands at a negative 28.88% 
return for the year so far.  In aggregate, 
European stocks fell 10.54% in the third 
quarter, sending them to a 30.50% loss 
for year’s first three quarters.  EAFE’s 
Far East Index lost 9.36% in the third 
quarter, putting these Asian markets at 
a 26.95% loss in 2022.  Emerging mar-
ket stocks of less-developed countries, 
as represented by the EAFE EM index, 
also joined in the global decline, falling 
12.48% in dollar terms in the third quar-
ter, down 28.91% for the year. 

Looking over the other investment 
categories, real estate, as measured by the 
S&P U.S. REIT index, posted a 10.83% 
loss during the year’s second quarter, 
and is now down 29.99% since January 
1.  The S&P GSCI index, which measures 
commodities returns, lost 14.31% in the 
third quarter, but for the year is still 
showing an 8.30% gain.

In the bond markets, yields are rising, 
but the yield curve is still inverted along 
its longer durations.  Coupon rates on 
3-month, 6-month and 12-month Trea-
suries now stand at 3.25%, 3.90% and 
3.93% respectively, up from basically 
zero at various points last year.  Two-
year yields are now up to 4.28%, and 

while coupon rates have been climbing 
for longer durations, the yields are lower: 
just 4.09% on 5-year Treasuries, 3.84% 
on 10-year issues, and 3.78% for 30-year 
government bonds.

We are clearly not out of the woods 
yet with this bear market, although it 
seemed like we might be getting there 
with the brief runup in stocks through 
mid-August.  Market downturns come 
in all shapes and sizes, from the startling 
losses during the early Covid pandemic 
followed by a quick recovery, to what 
many of us regard as the most difficult 
kind to bear: the slow drip of down mar-
ket days over a longer period of time.  
You will hear many explanations for why 
there are more sellers than buyers on this 
or that day in the market, but the only 
certain explanation is that, overall, the 
people who trade stocks actively have be-
come pessimistic about our short-term 
economic future.

The good news is that most indi-
vidual investors have a longer-term 
view, and it is possible to peek over 
the horizon and see the day when in-
flation finally returns to its long-term 
norm, the Federal Reserve Board stops 
raising interest rates, and the economy 
recovers its equilibrium.  There is no 
reason to think that the companies that 
make up the U.S. and global indices are 
now 20-25% less valuable today than 
they were last December--and, in fact,  
ev ery reason to believe that the millions 
of people who go to work every day at 
those companies are continuing to add 
daily incremental value despite the pes-

continued to the next page
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simism of short-term traders.
Why have they become pessimis-

tic?  One reason might be found in the 
framing that the press has been giving 
recent economic news.  In a recent ex-
ample, the companies in the S&P 500 
are growing their earnings at a 2.9% rate 
over the past three months--which you 
and I might think means that they are be-
coming more (not less) valuable.  But the 
investment press focused on the fact that 
economists had been predicting higher 
growth, and that the current growth rate 
in earnings is slower than it has been 
over the past six or seven quarters.

Another example is rising wages: 
Salary.com recently reported that the 
median annual pay increase for Ameri-
can workers has risen to 4%, and hourly 
earnings overall are up 5.2%.  This, of 
course, is the result of a high employ-
ment rates--and one might imagine that 
these are positive trends for the health of 
the U.S. economy.  Instead, as you may 
have noticed in your own reading, these 
developments are framed as a headwind 
for the companies that have had to re-
verse the decades-long trend of sup-
pressing their salary structures.  Indeed, 
many of those companies are bringing 
manufacturing jobs back to the U.S., 
where they have to pay more for their 
labor than they did at overseas facilities.  
Have you read, anywhere, that the U.S. 
has added 461,000 new manufacturing 
jobs in this year alone?

Economists spend a lot of time try-
ing to explain these downturns based on 
economic fundamentals, but in extreme 
market events, they throw up their hands 
because the fundamentals don’t match 
what’s going on.  The better explanation 
is that both bull and (today) bear markets 
are psychological events.  Humans are, 
in many ways, herd animals.  When the 
herd moves in one direction or another, 
there is a strong tendency to move with 
it--to buy when others are buying, to 
sell when others are selling.  Members 
of the investment press are no different; 
when the markets are going down, you 
might think, from the articles you read, 
that the trend will continue until it takes 
stock prices all the way down to zero--a 
100% decline.  But we all know in which 

direction the next 100% movement will 
be; we have seen the aggregate markets 
go up 100% from many starting points, 
many times in history, and never once 
100% in the other direction.

It bears repeating that there are no 
guarantees in the investment world, but 
history suggests that market downturns 
represent a buying opportunity for the 
long-term, and that markets tend to 
overshoot the actual underlying condi-
tions on the upside and (alas) also on 
the downside.  There is an unfortunate 
tendency that we all share, where we look 
at recent history and somehow convince 
ourselves that it was obvious all along.  
But the future is always cloudy; we look 
ahead to the next month or two, and 
have no idea what is going to happen.  
We look out a bit further, however, and 
we see that there have been only two 10-
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REIT index:

https://www.spglobal.com/spdji/en/indices/
equity/sp-united-states-reit/#overview

Utilities index:

https://www.spglobal.com/spdji/en/indices/
equity/sp-500-utilities-sector/#overview 

International indices: https://www.msci.
com/end-of-day-data-search

Commodities index data: https://us.spindi-
ces.com/indices/commodities/sp-gsci

Treasury market rates:  https://www.
bloomberg.com/markets/rates-bonds 

Bond rates: 

http://www.bloomberg.com/markets/rates-
bonds/corporate-bonds/

https://www.cnbc.com/bonds/

General:

https://www.cnbc.com/2022/09/29/stock-
futures-are-flat-following-thursdays-broad-
sell-off.html

https://fortune.com/2022/09/08/goodbye-
standard-3-percent-raise-employers-in-
crease-next-year/

https://www.crestmontresearch.com/docs/
Stock-Rolling-Components.pdf 

https://www.bls.gov/news.release/empsit.
nr0.htm

Sources: 

Wilshire index data: https://www.wilshire.com/
indexcalculator/index.html

https://finance.yahoo.com/quote/%5EW5000/
chart?

Russell index data: http://www.ftse.com/products/
indices/russell-us  

S&P index data:  https://www.spglobal.com/spdji/
en/indices/equity/sp-500/#overview 

Nasdaq index data:

https://www.google.com/finance/quote/.IXIC:IN-
DEXNASDAQ?hl=en

http://quotes.morningstar.com/indexquote/quote.
html?t=COMP

http://www.nasdaq.com/markets/indices/nas-
daq-total-returns.aspx

year periods since 1941 where investors 
experienced a negative return--and those 
losses were very small.

In fact, if you look at the chart show-
ing rolling 10-year returns in the S&P 
500, you see the danger in thinking 
that any of us know how to dart in and 
out of the markets.  The relatively brief 
downturns are followed by sudden, un-
expected, impossible-to-predict rever-
sals, and the biggest danger to wealth is 
not suffering a short-term paper loss, but 

locking in a real loss and then missing 
the recovery.

Patient investors will accept the paper 
losses as a temporary blip in a long-term 
uptrend and the truly excellent investors 
will rebalance back to their original allo-
cations, raising their exposure to stocks 
now that stocks are cheaper.  If history 
holds, they will ultimately experience a 
recovery and no diminishment of their 
portfolios’ buying power.  The difference 
between a rapid ‘V’-shaped downturn 

like the one we experienced in the spring 
of 2020 and this kind of slow drip bear 
market is that what we are experienc-
ing now makes that patience difficult to 
maintain.  The slow drip will cause some 
investors to unbuckle their seat belts and 
jump off the market roller coaster before 
it has reached the end, and I think we all 
know that that kind of panicked decision 
never ends well. 

Past performance is not a guarantee of future results. Indices are unmanaged and one cannot invest directly in an index. All investments contain risk and may lose value. Investing in the bond market is subject to certain 
risks including market, interest rate, issuer, credit and inflation risk. Equities may decline in value due to both real and perceived general market, economic and industry conditions. Investing in securities of smaller 
companies tends to be more volatile and less liquid than securities of larger companies. Investing in foreign securities may involve heightened risk including currency fluctuations, less liquid trading markets, greater price 
volatility, political and economic instability, less publicly available information and changes in tax or currency laws. Such risks are enhanced in emerging markets.

https://livinglegacyllc.com/our-team/
http://www.LivingLegacyLLC.com
https://www.spglobal.com/spdji/en/indices/equity/sp-united-states-reit/#overview
https://www.spglobal.com/spdji/en/indices/equity/sp-united-states-reit/#overview
https://www.spglobal.com/spdji/en/indices/equity/sp-500-utilities-sector/#overview
https://www.spglobal.com/spdji/en/indices/equity/sp-500-utilities-sector/#overview
https://www.msci.com/end-of-day-data-search
https://www.msci.com/end-of-day-data-search
https://us.spindices.com/indices/commodities/sp-gsci//
https://us.spindices.com/indices/commodities/sp-gsci//
https://www.bloomberg.com/markets/rates-bonds
https://www.bloomberg.com/markets/rates-bonds
http://www.bloomberg.com/markets/rates-bonds/corporate-bonds/
http://www.bloomberg.com/markets/rates-bonds/corporate-bonds/
https://www.cnbc.com/bonds/
https://www.cnbc.com/2022/09/29/stock-futures-are-flat-following-thursdays-broad-sell-off.html
https://www.cnbc.com/2022/09/29/stock-futures-are-flat-following-thursdays-broad-sell-off.html
https://www.cnbc.com/2022/09/29/stock-futures-are-flat-following-thursdays-broad-sell-off.html
https://fortune.com/2022/09/08/goodbye-standard-3-percent-raise-employers-increase-next-year/
https://fortune.com/2022/09/08/goodbye-standard-3-percent-raise-employers-increase-next-year/
https://fortune.com/2022/09/08/goodbye-standard-3-percent-raise-employers-increase-next-year/
https://www.crestmontresearch.com/docs/Stock-Rolling-Components.pdf
https://www.crestmontresearch.com/docs/Stock-Rolling-Components.pdf
https://www.bls.gov/news.release/empsit.nr0.htm
https://www.bls.gov/news.release/empsit.nr0.htm
https://www.wilshire.com/indexcalculator/index.html
https://www.wilshire.com/indexcalculator/index.html
https://finance.yahoo.com/quote/%5EW5000/chart?p=%5EW5000#
https://finance.yahoo.com/quote/%5EW5000/chart?p=%5EW5000#
http://www.ftse.com/products/indices/russell-us
http://www.ftse.com/products/indices/russell-us
https://www.spglobal.com/spdji/en/indices/equity/sp-500/#overview
https://www.spglobal.com/spdji/en/indices/equity/sp-500/#overview
https://www.google.com/finance/quote/.IXIC:INDEXNASDAQ?hl=en
https://www.google.com/finance/quote/.IXIC:INDEXNASDAQ?hl=en
http://quotes.morningstar.com/indexquote/quote.html?t=COMP
http://quotes.morningstar.com/indexquote/quote.html?t=COMP
ttp://www.nasdaq.com/markets/indices/nasdaq-total-returns.aspx
ttp://www.nasdaq.com/markets/indices/nasdaq-total-returns.aspx
www.LivingLegacyLLC.com
https://livinglegacyllc.com/our-team/
www.LivingLegacyLLC.com

	site: 
	Page 1: 
	Page 2: 
	Page 3: 
	Page 4: 
	Page 5: 

	Button 2: 
	site 4: 


