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Market Week: October 3, 2022

October 03, 2022

The Markets (as of market close September 30, 2022)
Wall Street ended a very tepid month of September on a downswing. Each of the benchmark indexes listed
here lost value last week, as investors continued to worry about the impact the Federal Reserve policies
will have on the economy. The 0.3% increase in the August personal consumption expenditures price index
certainly didn't help support the possibility of an easing of the aggressive rate-hike tightening employed by
the Fed. While stock values dipped, long-term bond prices also declined last week. With prices waning,
bond yields rose higher. The 10-year Treasury yield jumped 25 basis points last week. Crude oil prices
edged up, while the dollar slipped lower. Gold prices rose about $20.00 per ounce.

Stocks extended their sell-offs last Monday, as central banks across the world ramped up efforts to curb
inflation, which increased worries that their actions may create an economic recession. After falling 1.0%,
the S&P 500 ended last Monday's session at its lowest level since December 2020. Treasury yields
advanced, with the yield on 10-year Treasuries climbing 18 basis points to 3.87%, its highest level since
April 2010. While the British pound dropped, the dollar climbed to yet another record high. Federal officials
added to negative sentiment by indicating that additional tightening is needed to stem inflation, even if it
means incurring job losses. In addition to the dip in the S&P 500, the Dow slid 1.1%, the Nasdaq fell 0.6%,
the Russell 2000 lost 1.4%, and the Global Dow dropped 1.9%. Crude oil prices declined to $76.55 per
barrel, their lowest levels since January.

Wall Street closed last Tuesday with mixed results. The Nasdaq (0.3%) and the Russell 2000 (0.4%) edged
higher, while the Dow (-0.4%), the S&P 500 (-0.2%), and the Global Dow (-0.4%) slid lower. Bond yields
continued to climb higher, with 10-year Treasury yields adding 8.6 basis points to hit 3.96%. Crude oil
prices rose 2.70% to $78.43 per barrel. The dollar was flat, while gold prices inched up 0.2%. Investors
continued to hear Federal Reserve officials proffer their commitment to aggressively fight rising inflation.
With Tuesday's losses, the S&P 500 fell for the sixth straight session, marking its longest losing streak
since February 2020. Nevertheless, while traders are looking for the Fed to ease its stance, data continues
to show that the economy may be able to withstand more tightening. Orders for core durable goods rose in
August (see below), and consumer sentiment increased for a second consecutive month.

In what may turn out to be nothing more than dip-buyers taking a plunge in the market, stocks rose higher
last Wednesday, ending a six-day slide. With the surge in stocks, bond prices fell, sending yields higher.
The small caps of the Russell 2000 led the surge, adding 3.2% on the day, followed by the Nasdaq (2.1%),
the S&P 500 (2.0%), the Dow (1.9%), and the Global Dow (1.2%). The yield on 10-year Treasuries lost
nearly 26 basis points, settling at 3.70%. Crude oil prices rose 4.5% to reach $82.03 per barrel. The dollar
slid lower, while gold prices advanced nearly 2.0%.

Unfortunately, the prior day's advance in stocks was probably a one-off, as Wall Street fell sharply last
Thursday. With the latest gross domestic product showing the economy retracted for a second consecutive
quarter, investors were again concerned that the Federal Reserve's aggressive fight against inflation may
harm the economy. The Nasdaq slid 2.8%, followed by the Russell 2000, which lost 2.4%. The S&P 500 fell
2.1%, the Dow declined 1.5%, and the Global Dow dipped 0.9%. With Thursday's losses, the S&P 500 is
on track for its poorest September since 2008. Ten-year Treasury yields rose 4.2 basis points to 3.74%.
Crude oil prices fell $0.55 to $81.60 per barrel. The dollar inched lower while gold prices declined.

Stocks closed the week the same way it began, in the red. Each of the benchmark indexes ended last
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Friday lower, led by the Dow (-1.7%), followed by the S&P 500 and the Nasdaq (-1.5%), the Global Dow
(-0.8%), and the Russell 2000 (-0.6%). Ten-year Treasury yields added 5.7 basis points to hit 3.80%. Crude
oil prices and the dollar fell, while gold prices rose higher.

Stock Market Indexes
Market/Index 2021 Close Prior Week As of 9/30 Weekly Change YTD Change

DJIA 36,338.30 29,590.41 28,725.51 -2.92% -20.95%

Nasdaq 15,644.97 10,867.93 10,575.62 -2.69% -32.40%

S&P 500 4,766.18 3,693.23 3,585.62 -2.91% -24.77%

Russell 2000 2,245.31 1,679.59 1,664.72 -0.89% -25.86%

Global Dow 4,137.63 3,267.25 3,168.34 -3.03% -23.43%

Fed. Funds
target rate

0.00%-0.25% 3.00%-3.25% 3.00%-3.25% 0 bps 300 bps

10-year
Treasuries

1.51% 3.69% 3.80% 11 bps 229 bps

US Dollar-DXY 95.64 113.19 112.17 -0.90% 17.28%

Crude Oil-CL=F $75.44 $79.43 $79.67 0.30% 5.61%

Gold-GC=F $1,830.30 $1,651.70 $1,670.50 1.14% -8.73%

Chart reflects price changes, not total return. Because it does not include dividends or splits, it should not
be used to benchmark performance of specific investments.

Last Week's Economic News
• Following the third and final estimate of gross domestic product, the economy retracted 0.6% in the

second quarter after decreasing 1.6% in the first quarter. Private domestic investment fell 14.1% in the
second quarter, pulled lower by a 17.8% decline in residential fixed investment. Exports rose 13.8%,
which was offset by a 2.2% increase in imports, which are a negative in the calculation of GDP.
Personal consumption expenditures, a measure of consumer spending, rose 2.0% in the second quarter
after increasing 1.3% in the first quarter. Much of the increase in PCE is attributable to a 4.6% advance
in services. Spending on goods fell 2.6%. The personal consumption expenditures price index, a
measure of inflation, rose 7.3% in the second quarter.

• According to the latest data from the Bureau of Economic Analysis, the personal consumption price
index for August advanced 0.3% after falling 0.1% in July. This result will surely bolster the Federal
Reserve's aggressive policies intended to curb rising inflation. Since August 2021, consumer prices
have risen 6.2%. Prices excluding food and energy, advanced 4.9% during that 12-month period.
Personal income rose 0.3% in August, while disposable personal income increased 0.4%. Consumer
spending also increased in August, with the personal consumption expenditures index vaulting 0.4%
after decreasing 0.2% in July.

• New orders for manufactured durable goods fell for the second consecutive month, declining 0.2% in
August. This decrease followed a 0.1% July decrease. Excluding transportation, new orders increased
0.2%. Excluding defense, new orders decreased 0.9%. Transportation equipment, also down two
consecutive months, drove the August decrease after falling 1.1%. Despite the recent declines, new
orders for durable goods have increased 10.9% since August 2021. New orders for nondefense capital
goods in August decreased 2.7%, while new orders for defense capital goods increased 10.1%.

• Sales of new single-family homes jumped a surprising 28.8% in August over July's estimate. Since
August 2021, sales of new single-family homes are down a mere 0.1%. The number of new single-family
homes for sale represents a supply of 8.5 months at the current sales pace. Prices of new single-family
homes sold in August fell. The median sales price of new houses sold in August was $436,800. The
average sales price was $521,800.

• The international trade in goods deficit decreased more than expected in August. The deficit was $87.3
billion, 3.2% lower than the July goods trade deficit. Imports of goods fell 1.7% after declining 2.9% in
July. Imports of industrial supplies decreased 6.9%, while capital goods imports slipped 1.8%. Motor
vehicle imports rose 3.8% in August. Exports dropped 0.9% in August. Auto exports slid 8.9% after
rising 6.7% the previous month. Consumer exports rose 8.0% in August.

• Prices at the pump rose for the first time in several weeks. The national average retail price for regular
gasoline was $3.711 per gallon on September 26, $0.057 per gallon above the prior week's price and
$0.536 higher than a year ago. Also as of September 26, the East Coast price decreased $0.049 to

Key Dates/Data Releases

10/3: Markit Manufacturing
PMI

10/4: JOLTS

10/5: International trade in
goods and services, Markit
Services PMI

10/7: Employment situation
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$3.408 per gallon; the Gulf Coast price slid $0.039 to $3.118 per gallon; the Midwest price rose $0.113
to $3.631 per gallon; the West Coast price increased $0.327 to $5.172 per gallon; and the Rocky
Mountain price advanced $0.042 to $3.919 per gallon. Residential heating oil prices averaged $3.237
per gallon on September 23, about $0.064 per gallon more than the prior week's price.

• For the week ended September 24, there were 193,000 new claims for unemployment insurance, a
decrease of 16,000 from the previous week's level, which was revised down by 4,000. According to the
Department of Labor, the advance rate for insured unemployment claims for the week ended September
17 was 1.0%, unchanged from the previous week's rate. The advance number of those receiving
unemployment insurance benefits during the week ended September 17 was 1,347,000, a decrease of
29,000 from the previous week's level, which was revised down by 3,000. States and territories with the
highest insured unemployment rates for the week ended September 10 were New Jersey (1.9%),
California (1.8%), Puerto Rico (1.6%), New York (1.5%), Alaska (1.2%), Massachusetts (1.2%), Nevada
(1.2%), Pennsylvania (1.2%), and Rhode Island (1.2%). The largest increases in initial claims for the
week ended September 17 were in Michigan (+6,102), Georgia (+1,837), New York (+1,709), New
Jersey (+1,164), and California (+1,130), while the largest decreases were in Indiana (-1,103), Arkansas
(-386), Kentucky (-295), Virginia (-288), and Oklahoma (-264).

Eye on the Week Ahead
The employment figures for September are out this week. August saw over 300,000 new jobs added, while
average hourly earnings rose 0.3% for the month and were up 5.2% since August 2021.

Data sources: Economic: Based on data from U.S. Bureau of Labor Statistics (unemployment, inflation);
U.S. Department of Commerce (GDP, corporate profits, retail sales, housing); S&P/Case-Shiller 20-City
Composite Index (home prices); Institute for Supply Management (manufacturing/services). Performance:
Based on data reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S.
Energy Information Administration/Bloomberg.com Market Data (oil spot price, WTI, Cushing, OK);
www.goldprice.org (spot gold/silver); Oanda/FX Street (currency exchange rates). News items are based
on reports from multiple commonly available international news sources (i.e., wire services) and are
independently verified when necessary with secondary sources such as government agencies, corporate
press releases, or trade organizations. All information is based on sources deemed reliable, but no
warranty or guarantee is made as to its accuracy or completeness. Neither the information nor any opinion
expressed herein constitutes a solicitation for the purchase or sale of any securities, and should not be
relied on as financial advice. Forecasts are based on current conditions, subject to change, and may not
come to pass. U.S. Treasury securities are guaranteed by the federal government as to the timely payment
of principal and interest. The principal value of Treasury securities and other bonds fluctuates with market
conditions. Bonds are subject to inflation, interest-rate, and credit risks. As interest rates rise, bond prices
typically fall. A bond sold or redeemed prior to maturity may be subject to loss. Past performance is no
guarantee of future results. All investing involves risk, including the potential loss of principal, and there can
be no guarantee that any investing strategy will be successful.

The Dow Jones Industrial Average (DJIA) is a price-weighted index composed of 30 widely traded
blue-chip U.S. common stocks. The S&P 500 is a market-cap weighted index composed of the common
stocks of 500 largest, publicly traded companies in leading industries of the U.S. economy. The NASDAQ
Composite Index is a market-value weighted index of all common stocks listed on the NASDAQ stock
exchange. The Russell 2000 is a market-cap weighted index composed of 2,000 U.S. small-cap common
stocks. The Global Dow is an equally weighted index of 150 widely traded blue-chip common stocks
worldwide. The U.S. Dollar Index is a geometrically weighted index of the value of the U.S. dollar relative to
six foreign currencies. Market indexes listed are unmanaged and are not available for direct investment.

Securities may be offered through Kestra Investment Services, LLC, (Kestra IS), member FINRA/SIPC.
Investment Advisory Services may be offered through Kestra Advisory Services, LLC, (Kestra AS) an
affiliate of Kestra IS. Kestra IS and Kestra AS may or may not be affiliated with the firm branded on this
material.
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