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THE ROAD AHEAD: 
NOT OUT OF THE WOODS YET

1. Inflation is Sticky: it is demand-driven and the result of excessively 
loose monetary and fiscal policy.

2. The Fed is Hawkish: they have switched from a dual mandate, 
centered on inflation and employment, to a single mandate, 
emphasizing its laser focus on inflation. 

3. Higher rates lead to sharply slowing economic/earnings growth: 
Consumers are strapped for cash. Investors’ concerns are shifting 
from worries about inflation to worries about growth. 

Bottom Line: Economic conditions will continue to deteriorate and a catalyst 
for a sustainable rebound is still lacking.  We may avoid significant 
downside in stocks from here, but it may get worse before it gets better.
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“TRANSITORY” INFLATION
WHAT DID THE FED MISS?

The massive stimulus introduced during the height of the pandemic 
drove an increase in demand.  Some at the Fed believed inflation 

was purely supply driven, and that was not the case.
Source: Bryn Mawr Trust; Factset
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“TRANSITORY” INFLATION
WHAT DID THE FED MISS?

The increase in money drove consumers savings through the roof –
enabling a steady increase in consumption.

Source: Bryn Mawr Trust; Factset
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“TRANSITORY” INFLATION
WHAT DID THE FED MISS?

Supply chains did not clear as quickly as many assumed they 
would.  China’s persistent “Zero-COVID” policy is one reason why.

Source: Bryn Mawr Trust; Factset

“Xi Jinping doubled down on the idea 
that the measures have saved lives and 
vowed to continue the stringent set of 
policies.” NYT 10/16/22
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“TRANSITORY” INFLATION
WHAT DID THE FED MISS?

The Fed ALWAYS hikes rates into a recession.  

Source: Bryn Mawr Trust; Factset
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“TRANSITORY” INFLATION
WHAT DID THE FED MISS?

The issue this time is that they were hiking rates while growth was 
already set to slow.

Source: Bryn Mawr Trust; Factset
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INFLATION IS STICKY:
IT USUALLY TAKES A RECESSION
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Inflation typically peaks as a recession starts, or later. The Fed is 
trying to slow the economy to get inflation under control.

Source: Bryn Mawr Trust; Factset
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INFLATION IS STICKY:
LABOR MARKET REMAINS TIGHT

As the US jobs market remains tight, employers are forced to pay 
employees higher wages which have resulted in a sharp rise in inflation.
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Source: Bryn Mawr Trust; Factset
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THE FED IS HAWKISH:
WANTS TO AVOID STOP/START POLICY
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The Fed fought inflation 3 separate times in the 1970’s and early 
1980’s. They will be careful to avoid a similar scenario.

Source: Bryn Mawr Trust; Factset
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THE FED IS HAWKISH:
SO GOOD NEWS IS BAD NEWS

Source: Bryn Mawr Trust; Factset

Manufacturing PMI Data 
below Consensus

Unemployment Rate 
Moves Lower
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GROWTH IS SLOWING:
WHEN WILL THE MARKET BOTTOM?

The stock market has historically bottomed along with leading 
economic indicators.  Until this happens, be skeptical of any sharp 

moves higher in stocks.

30

35

40

45

50

55

60

65

70

-60%

-40%

-20%

0%

20%

40%

60%

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

PMI vs. YoY Change in S&P 500

Y/Y Change in S&P 500 ISM Manufacturing PMI (Right)

Source: Bryn Mawr Trust; Factset
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GROWTH IS SLOWING:
MORE DOWNSIDE FOR THE ECONOMY
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An increase or decrease in interest rates works its way through the 
economy over time and leads to changes in PMI by about 18 months.

Source: Bryn Mawr Trust; Factset
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GROWTH IS SLOWING:
EARNINGS ARE AT RISK

This will create pressure on stocks in general, specifically businesses 
that are more sensitive to the cyclical fluctuations of the economy.

ISM New Orders Manufacturing Index vs. +EPS Revisions To S&P 500 EPS (bottom up).  

Source: Bryn Mawr Trust; Factset
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GROWTH IS SLOWING:
EXPECTATION HAVE NOT BEEN ADJUSTED

We find it curious that, even as the economy noticeably slows, there 
has been no reduction in the level of earnings analysts expect 

companies to generate. 
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Source: Bryn Mawr Trust; Factset
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GROWTH IS SLOWING:
EXPECTATION HAVE NOT BEEN ADJUSTED

Source: Piper Sander 
Macro Research
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GROWTH IS SLOWING:
WHAT WORKS?

Source: Piper Sandler Macro Research
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STOCK BOND CORRELATION:
WHAT IS GOING ON?

Source: Schroders

Since 1926, the equity-bond correlation has been positive 98% of the 
time whenever inflation breached this threshold.
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THE MID-TERM ELECTIONS:
WHAT IS THE MARKET SAYING?

Source: Strategas Research Partners

§ Betting odds for the midterm 
elections flipped to a 
Republican sweep for the 
first time since early August. 

§ We are seeing an even 
more aggressive trend in 
Strategas’ election 
portfolios, with our 
Republican portfolio 
outperforming the 
Democratic portfolio by 
nearly 5% since September 
7.
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A SILVER LINING:
THE FOUNDATION FOR FUTURE RETURNS

Source: Strategas Research Partners



21© Copyright 2022 WSFS Bank. All rights reserved.

SOME PERSPECTIVE:
WHAT IS THIS CHART MISSING?

Source: Bryn Mawr Trust; Factset
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KEEP IN MIND:
TIMING THE MARKET CAN BE COSTLY
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TIMING THE MARKET:
JUST HOW COSTLY?

Source: Strategas Research Partners
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QUESTIONS
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DISCLOSURES

© 2022 WSFS Bank.

WSFS Bank d/b/a Bryn Mawr Trust Member FDIC.

Bryn Mawr Trust is a division of WSFS Bank.

The Bryn Mawr Trust Company of Delaware is a subsidiary of WSFS Financial Corporation.

WSFS Financial and its affiliates, subsidiaries and vendors do not provide legal, tax or accounting advice. Please consult your legal, tax or accounting advisors to determine how this information 
may apply to your own situation.

This presentation is for informational purposes only and should not be construed as legal, tax or financial advice or a recommendation any specific product, service, security or sector. Information 
has been collected from sources believed to be reliable but has not been verified for accuracy.

This presentation and all materials related thereto is not intended in any way to constitute legal advice and is for general information purposes only.

Different types of investments involve varying degrees of risk. Therefore, it should not be assumed that future performance of any specific investment or investment strategy (including
the investments and/or investment strategies recommended and/or undertaken by Bryn Mawr Trust) will be profitable.

It remains a client’s responsibility to advise Bryn Mawr Trust, in writing, if there are any changes in a client’s personal/financial situation or investment objectives for the purpose of Bryn
Mawr Trust reviewing, evaluating, and/or revising its previous recommendations and/or services, or if a client would like to impose, add, or modify any reasonable restrictions to Bryn
Mawr Trust’s services.

Any third-party trademarks, and products or services related thereto, mentioned are for discussion purposes only. Third party trademarks mentioned are not commercially related to, or affiliated 
in any way with, BMT products or services. Third party trademarks mentioned are also not endorsed by BMT in any way. BMT may have agreements in place with third party trademark owners that 
would render this trademark disclaimer not relevant. 

Securities and insurance products: (1) are not bank deposits; (2) are not insured or guaranteed by the FDIC or any other government agency; (3) are not obligations of, or guaranteed by, any 
financial institution; and (4) involve investment risks, including the potential for fluctuations in investment return and the possible loss of principal.

This is an advertisement.

Protecting your security and privacy is our top priority. WSFS Financial or Bryn Mawr Trust representatives will never ask you to confirm your account number, Personal Identification Number 
(PIN), password, or any other personal information via e-mail. If you are concerned that you have received a fraudulent e-mail, proprietary information or would like to report a suspicious email, 
please contact the WSFS customer call center at 1-888-WSFSBANK.

Investments and Insurance: Not a Deposit. Not FDIC-Insured. 
Not Insured By Any Federal Government Agency. Not Guaranteed By The Bank. May Go Down In Value.


