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Monthly Commentary  
& Economic Outlook 

The equity markets rose in May, as the S&P 500 was 

up +0.18%, US small caps +1.86%, US mid-caps 

+0.75%, international developed +0.53%, and emerging 

markets +0.17%1. 

The S&P 500 ETF used in our primary Investment 

Strategies (SPY) dropped approximately -3.84% from 

4/29/22 to 5/10/22 when we increased equity expo-

sures by purchasing more of SPY for clients in most of 

our Strategies, and since then SPY has risen +4.23%
1
. 

In addition to the rebound in the overall equity markets, 

clients in our Strategies benefitted once again from our 

higher exposure to value stocks than growth stocks; 

indeed, US large cap growth stocks declined -2.75% 

while US large cap value stocks rose +2.33% in May1,2. 

While many of the US large cap growth technology 

stocks are no longer as expensive as they were at the 

beginning of 2022, we still think it’s too soon to over-

weight this segment of the equity markets. US growth 

stocks (as measured by the Russell 1000 Growth In-

dex) are currently 1.65x as expensive as US value 

stocks (as measured by the Russell 1000 Value Index) 

based on price/earnings ratios; historically, on average 

since 3/31/95, US growth stocks have been 1.47x as 

expensive as US value stocks
1
. This suggests that the 

valuation gap between growth stocks and value stocks 

may still be too wide and could cause further underper-

formance of growth stocks relative to value stocks. 

The 10yrTy declined in May from 2.94% to 2.85%, 

meaning that investors in Treasury bonds benefitted 

from a rise in their prices
1
. The Consumer Price Index, 

a barometer commonly used to measure US inflation, 

rose +8.3% from April 2021 to April 2022, slightly slow-

er than the +8.5% rate for March 2022
3
. In last month’s 

commentary we highlighted our expectation for the in-

flation rate to slow down by the end of the year. While 

it’s too soon to say for certain if the rate of inflation may 

have peaked, even the modest slowdown in the infla-

tion rate for the month of April seemed to have soothed 

bond markets and equity markets alike. 
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External sources: Bloomberg data1, Morningstar2, US Bureau of Labor Statistics3. 
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