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“It’s not what you gather in life, but what you scatter, that tells the kind of life you’ve lived” – Helen Walton  

Last week the markets got another surprise, as US economic growth numbers 
were released. The US Gross Domestic Product (GDP) decreased by -1.4% 
annualized (see chart, top right). That annualized part is important, because it’s 
not really the actual growth rate. It’s a quarterly growth rate that is extrapolated 
out to cover a full year, i.e. “annualized”. It’s a helpful tool to understand what 
the full year’s economic growth rate will be, if the economy continues on the 
exact same trend, but it makes it look worse than it is. The unadjusted quarterly 
growth rate for the US in the first quarter was a -0.4% decline. It was still a 
negative growth surprise, which shows the type of market environment we are 
currently in, but the headlines have hidden some of the more constructive parts 
of the report. Telling investors that things aren’t as bad as they seem doesn’t 
drive viewership though and, frankly, that picture doesn’t match up with many 
people’s anecdotal experience of watching their expenses jump higher each 
month.  Sifting through the noise in this report is helpful for perspective. 

There were really two categories that drove the negative GDP surprise, 
inventories and international trade. Both categories are higher volatility 
components of GDP, meaning they could spring back to life just as quickly and 
unexpectedly as they declined. We’ve talked before about how companies 
raced against supply chain disruptions to rebuild inventories in 2021, after 
letting them dwindle amidst COVID lockdowns in 2020. The need to restock in 
Q1 2022 seems to have dwindled as a result. Additionally, weaker economic 
growth abroad coupled with resilient US consumer demand has hurt US exports 
while US imports have been stable or growing. This has exacerbated the US 
trade deficit, leading to a more than three percentage point negative effect on 
this quarter’s GDP growth. The bright spot in the report related to consumer 
spending, which grew +0.7% as measured by the personal consumption 
expenditures (PCE) index (see chart, bottom right). This is an important data 
point for a reason. We have had negative quarterly GDP growth readings in the 
past without a recession following (see Q1 2011, Q3 2011 and Q1 2014 on top 
chart). In the last 20+ years, we have never had a quarterly decline in consumer 
spending unless the US was entering or exiting a recession (see 2008/2009 
and 2022 on bottom chart). Consumer spending is one of the most important 
factors in determining the health of any economy and is especially pertinent as 
a confirmation tool for recession potential. So far, that signal is not flashing red. 
The upcoming actions of the Federal Reserve (FED) might change (cont.) 

Inventories and Int’l Trade Lead to A Negative US GDP Growth Surprise 

 
Despite Negative GDP Growth, Underlying Consumer Demand Still Growing 

 
   Sources: Top – Bloomberg LP; Bottom – New York Times, Bureau of Economic Analysis 

ABOUT INVESTMENT MANAGEMENT GROUP 
Arvest Wealth Management currently manages over $14 billion in client assets by providing a diverse mix of services including brokerage, trust, investment management, retirement plans, IRAs, custodial 
accounts, estate settlement and insurance. We are people helping people find financial solutions for life. The Investment Management Group is a registered investment advisory within Arvest Wealth 
Management, founded in 2011, and responsible for managing approximately $750 million in assets. 

For the latest market insights and analysis, visit share.arvest.com/wealth 



WEEKLY MARKET INSIGHTS 
May 2, 2022 

 

 

 

that picture by dampening consumer demand in an attempt to control inflation. 
A “soft landing” where the FED raises interest rates but avoids starting an 
economic recession continues to look less and less likely, but there are some 
aspects that could influence the situation positively. 

The US consumer is still sitting on a large amount of excess savings compared 
to pre-COVID levels, which is very noticeable on bank balance sheets in the 
form of record deposit growth. Wages at the low end of the income scale are 
also rising faster than inflation in many areas, despite overall wages not 
keeping pace as well. That delineation in wage growth is important because 
lower income workers are the most vulnerable to having necessities (as 
opposed to desires) become less affordable, and that starts to really affect 
quality of life. If quality of life is notably affected, it can create a negative 
feedback loop that pushes those consumers further into a hole that could 
hamper their ability to contribute as much to economic growth in the future. 

Both of those above aspects can help buoy consumer demand amidst rising 
interest rates. We keep harping on this point, but overall the US consumer is 
still relatively healthy. For a recession to be imminent, the US consumer would 
need to be in a materially weaker position in the coming months. That would 
mean the excess savings US consumers have would need to be spent down to 
nearly pre-COVID levels, which coincidentally would increase economic growth 
in the short run given that US consumers amassed nearly $2 trillion (or ~10% 
of total US GDP) in savings over the course of the COVID recession. 

The point of all of this is to note that the most recent US GDP report was 
certainly a surprise that should make some ears perk up, but it was fluky. 
Underlying demand growth is still holding up despite inflationary pressures, and 
the US is in a better position than most of the rest of the world.  

CURRENT ASSET CLASS OUTLOOK 
Equities Current 

U.S. Equity Slightly Unfavorable 

Int’l Equity Neutral 

Emer. Mkts Neutral 
 

Real Assets Current 

Real Estate Slightly Unfavorable 

Infrastructure Neutral 

Commodities Neutral 
 

Fixed Income Current 

Invest. Grade Credit Neutral 

Treasury/Agency Neutral 

Mortgage (MBS) Slightly Unfavorable 

Commercial MBS Slightly Favorable 

Asset Backed (ABS) Favorable 

High Yield Neutral 

Emer. Mkts Debt Neutral 

Taxable Muni Slightly Favorable 

Tax-Exempt Slightly Favorable 

Tips Slightly Unfavorable 
 

JOIN OUR MONTHLY MARKET CALL 
The Arvest Investment Management Group hosts a monthly Market 
Viewpoint webinar. To join us for our next meeting, please contact Charles 
Kurtz at ckurtz@arvest.com. 

Alex Jantsch, CFA, CAIA® 
Portfolio Analyst | ajantsch@arvest.com 

 

Alex supports the portfolio management team through market 
research that aids asset allocation decisions and due diligence on 
third party investment managers. He has a BSBA in finance, as 
well as a certificate in integrated investment management, and 
holds the CFA designation as a member of the Chartered Financial 
Analyst Institute and the Kansas City Society of Chartered 
Financial Analysts. 
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Market Returns & Rates (as of 4/29/2022) 
Asset Class Sub-Asset Class Index YTD 1-Year 3-Year 5-Year 10-Year 2021 

Equity U.S. Large Cap Equities S&P 500 -12.92% -0.52% 13.85% 13.61% 13.65% 28.68% 
Equity U.S. Mid Cap Equities S&P 400 -11.65% -8.30% 9.82% 9.22% 11.38% 24.73% 
Equity U.S. Small Cap Equities Russell 2000 -16.70% -17.95% 6.54% 7.12% 10.04% 14.78% 
Equity Developed ex. U.S. Equities MSCI ACWI ex U.S. -11.22% -10.84% 4.86% 5.42% 5.59% 8.32% 
Equity Emerging Markets Equities MSCI Emerging Mkts -12.13% -19.10% 2.45% 4.63% 3.25% -2.32% 

Fixed Income Broad Aggregate BB Aggregate -9.50% -8.42% 0.43% 1.24% 1.73% -1.54% 
Fixed Income U.S. Treasury BB U.S. Treasury -8.50% -7.28% 0.49% 1.03% 1.22% -2.32% 
Fixed Income U.S. Treasury Inflation Prot. BB U.S. Inflation Linked -5.43% 0.57% 5.51% 4.06% 2.33% 6.00% 
Fixed Income U.S. Investment Grade BB U.S. Invest. Grade -11.48% -9.04% 1.47% 2.31% 3.07% -1.04% 
Fixed Income U.S. High Yield BB U.S. High Yield -8.22% -5.19% 2.85% 3.69% 5.26% 5.28% 
Fixed Income U.S. Leveraged Loans CS Leveraged Loan 0.07% 2.87% 3.62% 3.99% 4.40% 5.40% 
Fixed Income U.S. Municipals BB Municipal Bond -8.82% -7.88% 0.48% 1.82% 2.47% 1.52% 
Fixed Income Non-U.S. Gov't Bond FTSE Non-U.S. WGBI -14.36% -18.90% -3.52% -1.19% -1.33% -9.68% 
Fixed Income Emerging Markets Debt JPMorgan EMBI -14.23% -12.82% -1.35% 0.21% 2.72% -1.51% 
Real Assets Real Estate FTSE NAREIT -8.08% 12.36% 9.88% 8.50% 9.01% 43.24% 
Real Assets Master Limited Partnerships Alerian MLP 18.54% 23.59% 2.59% 0.04% 0.99% 39.85% 
Real Assets Broad Commodities Bloomberg Commodity 30.57% 43.60% 17.13% 8.99% -0.87% 27.05% 
Real Assets Oil WTI Crude 39.20% 61.04% 18.13% 16.24% -0.02% 55.01% 
Real Assets Gold Gold COMEX 4.54% 8.11% 14.26% 8.55% 1.39% -3.51% 

 

Key Market Interest Rates Current Rate 1 Month Ago 2 Months Ago 3 Months Ago 4 Months Ago 6 Months Ago 1 Year Ago 

Federal Funds Rate 0.33% 0.33% 0.08% 0.08% 0.08% 0.08% 0.06% 

Secured Overnight Fin. Rate (SOFR) 0.28% 0.27% 0.05% 0.05% 0.05% 0.05% 0.01% 

90-Day Treasury Rate 0.82% 0.50% 0.32% 0.17% 0.02% 0.04% -0.01% 

2-Year Treasury Rate 2.71% 2.31% 1.43% 1.16% 0.72% 0.49% 0.16% 

5-Year Treasury Rate 2.95% 2.44% 1.72% 1.61% 1.26% 1.18% 0.86% 

10-Year Treasury Rate 2.93% 2.35% 1.83% 1.77% 1.51% 1.58% 1.63% 

30-Year Treasury Rate 3.00% 2.47% 2.16% 2.07% 1.92% 1.98% 2.30% 

3-Mon/10-Yr Treasury Spread 2.11% 1.85% 1.50% 1.60% 1.48% 1.54% 1.64% 

2-Yr /10-Yr Treasury Spread 0.22% 0.04% 0.39% 0.61% 0.78% 1.09% 1.47% 

6-Month CD Rate 0.29% 0.15% 0.14% 0.16% 0.14% 0.14% 0.17% 

1-Year CD Rate 0.51% 0.32% 0.28% 0.30% 0.28% 0.28% 0.32% 

2-Year CD Rate 0.62% 0.35% 0.32% 0.33% 0.31% 0.31% 0.35% 
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