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Fig. 1: S&P 500 Second Quarter Corporate Earnings 
 

  

Source: Yardeni, FactSet, Mill Creek. 
 

Equity investing is inherently risky particularly around earnings season because as legendary investor, 
Benjamin Graham, was quoted as saying “in the short run, the market is a voting machine, but in the long 
run, it is a weighing machine.” Being patient, long-term capital is especially important as market 
volatility is likely to persist at least through the November mid-terms or until the Fed slows the pace of 
its rate hikes. Headline earnings for the S&P 500 have been better than expected showing year-over-year 
growth of around 6.7% despite it being a difficult comparison period versus the second quarter of 2021 
when earnings grew nearly 90% versus the same period of 2020 during Covid. Higher inflation, 
continued supply chain issues, labor shortages, and the ongoing conflict in Ukraine have been frequently 
cited as headwinds by management teams during their earnings calls.  
  
While higher interest rates may have cooled the housing market, the consumer remains relatively healthy 
and has largely shifted spending from goods to services. Demand for travel, despite the headaches, is 
robust and is reflected in 2Q earnings where the airline industry generated an estimated $3 billion profit 
versus a $3 billion loss compared to one-year ago and the EPS growth rate in the hotel, restaurants, and 
leisure sector is up over 2,000% year-over-year. The energy sector has been the largest contributor to 
EPS growth this quarter as commodity prices are up significantly year-over-year. Meanwhile, the 
financials sector is the largest quarterly detractor thus far due to concerns about a potential recession. The 
banks have set aside large provisions for loan losses due to higher interest rates and slowing growth.   
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INDEX RETURNS 
 

  

Source: Bloomberg, Mill Creek. Returns for periods greater than one year are annualized. Index rates 
are yield to worst. 
 
Indices used to represent periodic capital markets returns include MSCI ACWI (Global equities), Russell 
3000 (US equities), Russell 1000 (Large Cap US), Russell Mid Cap US (Mid Cap US), Russell 2000 
(Small Cap US), Russell 3000 Growth (US Growth), Russell 3000 Value (US Value), MSCI EAFE 
(International Developed), MSCI Emerging Markets Index (Emerging Markets Equities), Bloomberg 
Aggregate Bond Index (US Taxable Bonds), Bloomberg 1–10 Year Municipal Bond Index (US Municipal 
Bonds), HFRX Global Hedge Fund Index (Hedge Funds), Bloomberg Commodity Index TR (Diversified 
Commodities), and Gold Spot Price (Gold). 
 
The historical index performance results are provided exclusively for comparison purposes over various 
time periods only. It is not possible to invest directly in an index. Index performance does not reflect any 
management fees, transaction costs, or other expenses that would be incurred by a portfolio or fund, or 
transactions in fund shares. Such fees, expenses, and commissions would reduce returns. It should not be 
assumed that any account holdings will correspond directly to any comparative index reflected herein. 

 
 

  

This week’s contributor: Sam McFall, CFA, CAIA  
  

 
 

  

Mill Creek Capital Advisors’ (MCCA) Capital Market Assumptions are forward-looking risk, return, and covariance estimates 
for a range of broad asset classes. They are created using a quantitative and qualitative process that incorporates current 
global economic and financial market conditions, market derived forecasts, and proprietary forecasts developed by the Mill 
Creek Investment Strategy Team. Our Capital Market Assumptions reflect our forward-looking views for one market cycle, 
which MCCA defines as including a bull and bear market. The duration of a market cycle has historically ranged from 2-15 
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years but are typically 5-10 years in length. The broad asset classes are not representative of any MCCA investment models 
and are used to represent general ranges of risk taking. 
 
Any views expressed above represent the opinions of Mill Creek Capital Advisers ("MCCA") and are not intended as a forecast 
or guarantee of future results. This information is for educational purposes only. It is not intended to provide, and should not be 
relied upon for, particular investment advice. This publication has been prepared by MCCA. The publication is provided for 
information purposes only. The information contained in this publication has been obtained from sources that MCCA believes 
to be reliable, but MCCA does not represent or warrant that it is accurate or complete. The views in this publication are those 
of MCCA and are subject to change, and MCCA has no obligation to update its opinions or the information in this 
publication. While MCCA has obtained information believed to be reliable, MCCA, nor any of their respective officers, partners, 
or employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this publication or its 
contents. 
 
© 2022 All rights reserved. Trademarks “Mill Creek,” “Mill Creek Capital” and “Mill Creek Capital Advisors” are the exclusive 
property of Mill Creek Capital Advisors, LLC, are registered in the U.S. Patent and Trademark Office, and may not be used 
without written permission.  

  

 


