
 

December 21, 2022 

BIG NUMBER | 1 

This year we have seen a first for stocks and bonds  

  

A Double Whammy For The Ages 

 
Welcome to uncharted territory. 

 
As we head to the finish line, stocks are down 19.1% this year, and bonds are down 12.6%. The last 
time both of these asset classes fell by 10% or more during a calendar year was…well…never. 
 
It’s rare to find any calendar year in modern times when equities and fixed income declined, as stocks 
tend to zig when bonds zag (and vice versa). Both suffered small losses in 1994, and it nearly happened 

again in 2018 (see the chart, which shows annual returns over the past 45 years). But going all the way 
back to 1926, we’ve never seen both take such a simultaneous decline as they have this year. 
 

 
 
 

The main culprit, of course, is inflation. Soaring prices throughout 2022 prompted the Fed to 
aggressively raise interest rates—putting major downward pressure on bond prices while also fueling 
recession fears that sent stock investors heading to the exits. 
 

But this wasn’t the first time we’ve seen surging inflation and a hard-charging Fed response. The 
unprecedented one-two punch raises the question: Why was it so bad this year—particularly for bonds? 
 



 

One factor was just how comfortable investors have become with a low-inflation environment. Consider 
that inflation ran at an annualized rate of just 1.78%1 during the ten years through 2019. The shock of 
9% year-over-year inflation earlier this year was an especially harsh reminder for many that prices can—
and do—soar. 
 
Additionally, bond yields entered 2022 near their lowest levels in decades (just 1.75%1), while bond 
duration (which measures bonds’ sensitivity to interest rate changes) was at an all-time high. In effect, 

bond portfolios were positioned to get hammered if interest rates rose sharply—which is exactly what 
happened, of course—with virtually no yield to help cushion the blow. 
 
Barring a year-end rally, it looks like 2022 will likely be one for the history books. 

 

 
1 Source: Bloomberg  
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Past performance is not indicative of future results. 

Nothing contained herein should be construed as an offer to sell or the solicitation of an offer to buy any 

security. This report does not attempt to examine all the facts and circumstances that may be relevant to any 

company, industry, or security mentioned herein. We are not soliciting any action based on this document. It 

is for the general information of clients of Horizon Investments, LLC (“Horizon”). This document does not 

constitute a personal recommendation or take into account the particular investment objectives, financial 

situations, or needs of individual clients. Before acting on any analysis, advice, or recommendation in this 

document, clients should consider whether the security in question is suitable for their particular 

circumstances and, if necessary, seek professional advice. Investors may realize losses on any investments. 

The investments recommended by Horizon Investments are not guaranteed. There can be economic times 

when all investments are unfavorable and depreciate in value. Clients may lose money. 

Asset allocation cannot eliminate the risk of fluctuating prices and uncertain returns. Low-volatility investing is 

not a guarantee against loss or declines in the value of a portfolio. All investing involves risk of loss, and in 

periods of market growth, risk mitigation strategies can be expected to lag in performance behind equity 

strategies that do not focus on risk mitigation.   

This commentary is based on public information that we consider reliable, but we do not represent that it is 

accurate or complete, and it should not be relied on as such. Opinions expressed herein are our opinions as 

of the date of this document. These opinions may not be reflected in all of our strategies. We do not intend 

to and will not endeavor to update the information discussed in this document. No part of this document may 

be (i) copied, photocopied, or duplicated in any form by any means or (ii) redistributed without Horizon’s 

prior written consent. Forward-looking statements cannot be guaranteed.  

The S&P 500 Index is a stock market index tracking the stock performance of the 500 largest companies 

listed on stock exchanges in the United States. The Bloomberg US Aggregate Bond Index The 

Bloomberg US Aggregate Bond Index is a broad-based market capitalization-weighted bond market 

index representing intermediate-term investment grade bonds traded in the United States. References to 

indices or other measures of relative market performance over a specified period of time are provided for 

informational purposes only. Reference to an index does not imply that any account will achieve returns, 

volatility, or other results similar to that index. An index's composition may not reflect how a portfolio is 

constructed in relation to expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations, 



 

concentrations, volatility or tracking error targets, all of which are subject to change. Individuals cannot 

invest directly in any index.  
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