
THE EQUITY 
MARKET NOW 
LOOKS OVERSOLD
MISSING OUT ON ONLY A FEW OF THE BEST 
PERFORMING DAYS WOULD HAVE A 
DRASTIC EFFECT ON COMPOUND RETURNS



S&P 500’S 
VALUATION AFTER 

THIS SELLOFF IS 
NOW BELOW ITS 

10-YEAR AVERAGE



NASDAQ 100 
BREADTH IS NEAR 

PREVIOUS 
BOTTOM, 

EXCLUDING FOR 
2008



OUTSTANDING 
CALLS ON NASDAQ 

ARE AT THEIR 
HIGHEST SINCE 

2008



CASH LEVELS 
AMONG 

INVESTORS HIT 
THEIR HIGHEST 

LEVEL SINCE 
SEPTEMBER 2001



THE EQUITY 
MARKET NOW 

LOOKS OVERSOLD



IFA’S CAN ONLY 
MAKE A POSITIVE 
RETURN, AFTER 

ACCOUNTING FOR 
INFLATION

There are two broad catalysts. One is the growing fear that the Fed won’t be 

able to tighten as much as it wants, and will instead have to reverse course. If 

that is true, then bonds yielding about 3% begin to look attractive. The 

second catalyst is corporate earnings. Generally good announcements in April 

helped buoy the stock market (although punishment for the likes of Netflix Inc. 

and Amazon.com Inc. showed minimal tolerance for risks). But in the last week 

retailers have been announcing, and investors hate what they’ve heard. If 

retailers, and manufacturers like Deere, are finding it harder to make a profit, 

that takes away the remaining prop for share valuations. In the event that the 

Fed pivots, and inflation is rising and making it easier for companies to 

make profits, then buy stocks and sell bonds; but if the economy is 

slowing and profits are shrinking, do the opposite.



HAWKISH CENTRAL 
BANKS ARE NOW 
THE BIGGEST RISK 

FOR INVESTORS 
(WHICH MEANS 

THE CENTRAL 
BANKS ARE 

STARTING TO 
CONTROL 

INFLATION)



MISSING OUT ON 
ONLY A FEW OF 

THE BEST 
PERFORMING DAYS 

WOULD HAVE A 
DRASTIC EFFECT 
ON COMPOUND 

RETURNS



BUYING AT AN 
ALL-TIME HIGH 
STILL LEADS TO 

PERFECTLY GOOD 
RETURNS OVER 
THE NEXT FEW 

YEARS



DRAWDOWNS OF 
ABOUT 20% DON’T 
NECESSARILY LEAD 
TO A RECESSION



THE FEDERAL 
RESERVE NEEDS TO 

INFLUENCE 
BEHAVIOR TO 

CONTROL 
INFLATION

Lower share prices make it more expensive for companies 

to raise equity, and have a wealth effect. People’s 

portfolios shrink, they feel less well off, and they are less 

likely to buy stuff. That is exactly what the Fed wants. It 

needs share prices to fall enough to influence behaviour, 

which means that policymakers need this to turn into a 

true bear market, and not like one of the 20%-ish declines 

that were followed by rescues and resumed exuberance. 

It needs to avoid disorderly conditions that could create 

systemic problems, and a serious crash that would drive a 

recession. 



LONG TERM 
INFLATION 

EXPECTATIONS ARE 
DECLINING



INFLATION 
PREDICTIONS FOR 

THE NEXT 10 
YEARS ARE BELOW 

THE APRIL PEAK



EXPECTATIONS ARE 
NOW THAT THE 

FED WON’T HIKE 
AS MANY TIMES AS 
IT HAD PLANNED



BANK DEPOSITS. 
AMERICANS 

STARTED 2022 
WITH A LOT OF 
MONEY IN THE 

BANK



US HOUSEHOLDS 
HAVE PUT THEIR 

MONEY INTO 
EQUITIES. 

THEREFORE, THIS 
PULLBACK WILL 
HAVE A REVERSE 
WEALTH EFFECT, 
WHICH SHOULD 
SLOW INFLATION
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Disclaimer

Note: Disclaimer: This document is intended for and directed at investment professionals and not intended for retail 
customers. Persons who do not have professional experience in matters relating to investment should not rely on this 
document.

AQA UCITS Fund SICAV plc is licensed in Malta by the Malta Financial Services Authority as an undertaking for collective 
investment in transferable securities (UCITS).

This document is issued by Castlestone Management LLC (“We”).The information contained in this document is not directed 
at, nor is it intended for distribution to, or use by, persons in any jurisdiction in which the investment products are not 
authorized for distribution or in which the dissemination of information regarding the investment products is not permitted. 
This document is not offering to sell any product. Any investment in the Fund is required to be undertaken in line with the 
Offering Supplement of the Fund. Copies of the Offering Supplement, audited annual financial statements and half-yearly 
reports and the key investor information documents (in English Language) are available free of charge upon request. We will 
not be liable for any use you make of any information in this document. We are not your advisor or fiduciary. We are not 
recommending or making any representations as to suitability of any product or the tax, legal or accounting treatment of 
any product. We are not responsible for information stated to be obtained or derived from third party sources. All opinions 
are given as of the date hereof and are subject to change. We are not obliged to inform you of any such changes. Any 
projections and opinions expressed herein are expressed solely as general market commentary and do not constitute 
investment advice or guaranteed return. They represent the views of Castlestone Management LLC at the time of 
publication and are subject to change without notice. Any simulated performance data and/or past performance data 
contained herein is not a reliable indicator or guarantee of future performance. An investment in the Fund may include a 
commission or sales fee which is charged at the time of the initial purchase of the investment and may be deducted from the 
invested amount therefore lowering the size of your investment. A redemption / contingent deferred sales charge may be 
charged at the time you redeem your investor and such charge may have an impact on the amount of money you receive 
back upon your redemption. Income from investments may fluctuate and investors may not recoup the amount originally 
invested. An investment in the Fund may be effected by changes in currency exchange rates. If you redeem your investment 
before 6 years, you may be at higher risk of losing some, or all of, the money you invest. Any forward-looking statements 
concerning the financial condition, results of operations and businesses of Castlestone Management LLC expressed or 
implied, are based on management's current expectations and assumptions, which may change without notice, and are no 
guarantee of future results, performance or events. Nothing in this document constitutes a representation that any 
investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise 
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own 
judgement in making their investment decisions. Investors and prospective investors should make reference to the risk 
warnings set out in the Offering Supplement of the Fund. This document is confidential. No part of it may be reproduced, 
distributed or transmitted without Castlestone Management’s written permission. Neither this document nor any copy of it 
may be distributed, directly or indirectly, in the United States of America or its territories or possessions (the “United States” 
or to any US Person as defined in Regulations under the United States Securities Act of 1933 (as amended)). Any failure to 
comply with these restrictions may constitute a violation of United States securities law. This is not exhaustive; other 
regional-specific wording may apply. If in doubt, please consult with Castlestone Management’s Compliance department. 

Castlestone Management LLC is a registered investment adviser in the state of New Jersey. Being registered does not imply a 
certain level of skill or training. Investment in any Fund involves significant risks. A prospective or continuing investor should 
not invest in any Fund unless satisfied that it and/or its investment representative or professional adviser has/have asked for 
and received all information which would enable it or both of them to evaluate the risks in terms of an investment or 
continued investment in the Fund. The information in this document has not been approved or verified by the United States 
Securities and Exchange Commission or by any state securities authority. No invitation to the public in Hong Kong to buy or 
subscribe for any product is permitted to be made. You should consult your own attorney, business adviser and tax adviser 
as to legal, business, tax and related matters concerning any of the contents of this document. 

Additional information about Castlestone Management LLC is available on the United States Securities and Exchange 
Commission’s website at https://adviserinfo.sec.gov/firm/summary/170379.

W A R N I N G 

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 
exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should 
obtain independent professional advice.

https://adviserinfo.sec.gov/firm/summary/170379

