
The underpinnings of what might prevent a global recession are, in fact, the The underpinnings of what might prevent a global recession are, in fact, the 
ongoing Covid recovery and re-opening. The U.S. and Euro Zone re-opened ongoing Covid recovery and re-opening. The U.S. and Euro Zone re-opened 
much of their economies well before many other nations. However, even much of their economies well before many other nations. However, even 
though that is still a work in progress with government stimulus and benefits though that is still a work in progress with government stimulus and benefits 
not expiring until the end of 2022, companies are still working hybrid and yet to not expiring until the end of 2022, companies are still working hybrid and yet to 
return to the office. Outside of the U.S. update:return to the office. Outside of the U.S. update:

 •  Canada removed all Covid-19 entry restrictions on Oct. 1st •  Canada removed all Covid-19 entry restrictions on Oct. 1st

 •  Hong Kong, Japan and  Taiwan will lift all foreign travel restrictions and    •  Hong Kong, Japan and  Taiwan will lift all foreign travel restrictions and   
    quarantine requirements to enter the country by mid-October.    quarantine requirements to enter the country by mid-October.

 •  Yet China still has foreign entry restrictions and a 10-day quarantine at the   •  Yet China still has foreign entry restrictions and a 10-day quarantine at the  
     point of entry in place.     point of entry in place.

Total daily deaths globally have fallen below 1,400. With a full re-opening, Total daily deaths globally have fallen below 1,400. With a full re-opening, 
imagine the surge in travel, hospitality, consumer spending, and demand for imagine the surge in travel, hospitality, consumer spending, and demand for 
jobs as we have seen in the U.S., which might conflict with inflation but at the jobs as we have seen in the U.S., which might conflict with inflation but at the 
same time support the softening demand.same time support the softening demand.
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WEEK AHEAD October 3-7, 2022

MARKET COMMENTARY by Sowell Management

[TACTICAL] This week was marked by the Fed raising the federal funds rate to an expected range of 
3%-3.25%, the highest since early 2008. Sowell’s tactical signal remains south of neutral territory as we 
attempt to weather through this storm of volatility.
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GAUGE OF THE GRADE

Advisory services offered through Sowell Management, a Registered Investment Advisor. The views expressed represent the opinion of Sowell Management. The views are subject to change and are not intended 
as a forecast or guarantee of future results. This material is for informational purposes only. It does not constitute investment advice and is not intended as an endorsement of any specific investment. Stated 
information is derived from proprietary and non-proprietary sources that have not been independently verified for accuracy or completeness. While Sowell Management believes the information to be accurate and 
reliable, we do not claim or have responsibility for its completeness, accuracy, or reliability. Statements of future expectations, estimates, projections, and other forward-looking statements are based on available 
information and Sowell Management’s view as of the time of these statements. Accordingly, such statements are inherently speculative as they are based on assumptions that may involve known and unknown risks 
and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such statements. Investing in securities involves risks, including the potential loss of principal. While 
equities may offer the potential for greater long-term growth than most debt securities, they generally have higher volatility. International investments may involve risk of capital loss from unfavorable fluctuation in 
currency values, from differences in generally accepted accounting principles, or from economic or political instability in other nations. Past performance is not indicative of future results.
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Daily

1 Mo 

Daily

3 Mo

 Daily
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Daily

2 Yr 

Daily

3 Yr  
Annualized 

Daily

S&P 500 

Index

(23.87) (2.88) (9.21) (4.88) (15.47) 4.83 8.16 

S&P 500 

Growth 

Index

(30.41) (3.06) (9.98) (3.86) (21.11) 0.83 9.92 

S&P 500 

Value Index

(16.56) (2.72) (8.47) (5.82) (9.63) 9.23 5.11 

NASDAQ 

Composite

(32.00) (2.68) (10.44) (3.91) (26.25) (1.99) 10.63 

Bloomberg 

US Agg Bond

(14.61) (0.99) (4.32) (4.75) (14.60) (8.00) (3.26)

Bloomberg 

Long Term 

US Treasury

(28.84) (2.79) (7.90) (9.63) (26.65) (18.87) (8.51)

Basic 

Materials

(23.61) (0.53) (9.69) (6.16) (11.36) 7.63 8.43 

Communica-

tion Services

(40.14) (3.00) (12.14) (12.72) (41.32) (10.84) (3.33)

Consumer 

Cyclical

(31.02) (2.37) (8.65) 3.21 (23.30) (0.21) 10.81 

Consumer 

Defensive

(12.88) (3.57) (7.95) (6.39) (2.74) 5.06 6.75 

Energy 34.29 2.32 (9.40) 3.13 43.97 63.45 13.82 

Financial 

Services

(22.22) (2.41) (8.14) (3.24) (20.10) 9.69 4.15 

Healthcare (15.22) (1.17) (3.10) (4.94) (8.06) 6.00 11.40 

Industrials (21.33) (2.10) (10.14) (3.49) (14.11) 6.02 4.16 

Real Estate (28.84) (4.14) (12.88) (10.71) (18.26) 3.42 (1.79)

Technology (34.13) (3.52) (12.06) (6.12) (23.47) 0.73 14.40 

Utilities (6.64) (8.52) (11.19) (5.87) 5.75 8.58 2.96 

History repeats with the ghost of the September Effect resurfacing 
as the worst-performing month on average. This is the worst 
September since 2002, with the S&P 500 declining 9.21%, 
culminating in the YTD return to –23.87%. What might surprise 
the average investor is bonds, represented by the Barclay US 
Aggregate and Long Treasuries YTD, have also posted losses 
of -14.61% and -28.84%, respectively. The market attempted to 
find its footing early in the week from the prior week’s decline. 
Still, it was subdued by recession fears with a rise in wholesale 
inventories, a slowdown of the housing market, and the Fed’s 
unwavering rate hike of three-quarters of a percentage point. 
History has shown that investors’ emotional tendencies often 
impact rational decision-making during stressed markets. 

A reminder of Warren Buffett’s simple rule, “Be fearful when 
others are greedy, and be greedy when others are fearful.” 
This quote is from an op-ed during the 2007-2008 Financial 
Crisis. If history repeats, the October Effect ahead tends to be 
net positive months.

The coming week is filled with third quarter key economic 
releases, including factory orders, jobs, and the state of the 
consumer. Critically more important in the weeks ahead are 
third-quarter company earnings releases and their forward 
guidance heading into 2023.

“Greed, for lack of a better word, is good. Greed is right, 
greed works. Greed clarifies, cuts through, and captures the 
essence of the evolutionary spirit”

– Michael Douglas: Gordon Gekko, Wall Street, 1987.


