
Earlier this year I looked at the worst years ever for the U.S. stock market.

Well, things didn’t get much better from there.
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2022 WAS ONE OF THE WORST 
YEARS EVER FOR MARKETS

Here’s the updated list:

This past year’s 18.1% loss was the seventh worst loss since the 1920s.1

The bond market also had one of its worst years in history.

It was easily the worst year ever for the Bloomberg U.S. Aggregate Bond Market Index, which dates back to 1976.

In the 40+ years of calendar year returns, there were only four down years before 2022:

 1994: -2.9%

 2013: -2.0%

 2021: -1.5%

 1999: -0.8%

The total return of -13% in 2022 was far and away the worst loss ever for this total bond market index.

There has only been one double-digit calendar year loss for 10-Year U.S. Treasuries since the 1920s. That was an 
11.1% loss in 2009. Now we have two.

The benchmark U.S. government bond was down more than 15% in 2022, making it the worst year ever for bonds.

Past performance is not indicative of future results. Source: NYU.

THE WORST YEARS EVER FOR THE U.S. STOCK MARKET

1I’m trademarking The Great Inflation for 2022 until someone comes up with a better name. Maybe the Fed’s revenge?
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Add it all up, and a 60/40 portfolio 
of U.S. stocks and bonds was down 
more than 16% in 2022. With both 
stocks and bonds down big, this 
ended up being the third worst year 
ever for a diversified portfolio.

There’s no sugar-coating it — if you had money invested in the financial markets in 2022, it was a tough year, possibly 
one of the worst we will ever see as investors.

I try to look at losses like this as sunk costs. They already happened. You can’t go back and change things now.

All that matters is what happens from here, not what happened in the past.

The beatings could continue until morale improves. There’s nothing that says markets will all of a sudden get better 
just because it’s a new year.

If you’re the type of person who likes to look for a silver lining in these things, there is some good news for investors 
going forward.

The losses from 2022 have added yield to your portfolio.

The global stock market is now sporting a dividend yield of around 2.2%. Yields for short-to-intermediate-term bonds 
are now in the 4-5% range.

That’s good enough for a yield of more than 3% for a diversified portfolio of stocks and bonds.

Coming into 2022, that yield was more like 1.5%. Going into 2021, it was closer to 1%.

Losses are no fun, but down markets lead to higher dividend yields, more bond income, and lower valuations.

Expected returns are now higher.

I don’t have the ability to predict the timing or magnitude of those higher expected returns, but there is now a much 
bigger cushion for investors than there has been in years as far as yields are concerned.

The other good news is every time we’ve ever had bad times in the past they turned out to be wonderful opportunities 
for long-term investors.

There are no guarantees, but things should be better for investors in the future as long as you have enough patience 
and perspective.

Past performance is not indicative of future results. Source: NYU.

THE WORST YEARS EVER FOR A 60/40 PORTFOLIO
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The Bloomberg U.S. Aggregate Bond Index measures the U.S. investment grade fixed rate bond market. The index is calculated on a total return basis. The S&P 500® 
Index is a free-float market capitalization-weighted index of 500 of the largest U.S. companies. The index is calculated on a total return basis with dividends reinvested. 
The indexes are unmanaged, their returns do not reflect any fees, expenses, or sales charges, and they are not available for direct investment.
Diversification does not assure a profit or protect against losses.
All investments carry a certain degree of risk, including possible loss of principal.

Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value.
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