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SENTIMENT
The AAII Sentiment Survey went from extremely 
bearish at the end of April to almost neutral on the 
May 1, 2022, survey, with 32.0% bullish, 37.1% bearish, 
and 30.9% neutral results. The University of Michigan and 
Conference Board surveys of Consumer Sentiment and Expectations 
remain extremely low. 

Historically low consumer sentiment, combined with investor 
sentiment (a contrarian indicator) recovering from an extremely 
bearish outlook last month, renders overall sentiment as slightly 
negative. 

ECONOMY
Fed Chairman Powell announced a 50 basis point federal funds rate 

increase in early May, bringing the target rate to 1.00 percent. On 
May 31, President Biden met with Fed Chairman Powell to discuss 

inflation, with signs pointing towards inflation possibly hitting a peak. 
The Fed will likely continue to raise rates as needed to assist in

bringing inflation under control. Food and housing prices are still
high with supply chain issues continuing. Unemployment 

is low, and the trade deficit remains high, but has 
decreased from record highs the prior month. Economic 

growth and earnings are moderating from 2021 but 
remain strong.

TECHNICAL
Long-term technical indicators still favor risky assets, 

with commodities at the top, but risk-off assets are 
starting to look more favorable. Domestic US SMID value 

and large cap equities remain more attractive than international 
stocks in the long-term; however, short-term indicators show 

preference for international, emerging markets, and technology. 
Bonds are reflecting as favorable in the short-term, although not as 

favorable long-term. 

VALUATION
Overall, stocks and bonds continue to be expensive relative to their 
own histories. Stocks continue to be cheaper than bonds, but less so 
given the rise in bond yields. Investment Grade and High Yield bond 
spreads are moving down towards historical averages. US equities 
are still more expensive than international and emerging markets, 
and large stocks remain far more expensive than small stocks. 
Growth stocks are still more expensive than value stocks 
but are becoming more attractive. Increasing inflation 
expectations, which we expect to moderate, have 
caused higher P/E stock prices to remain under 
pressure.
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