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• U.S. equities moved lower this week as indicated by the S&P 500 which was down -2.84%

on the week. 

• In the U.S., smaller sized companies outperformed their larger-sized counterparts, as the

Russell 2000 index decreased by -1.03% on the week. 

• International stocks as measured by the MSCI EAFE were positive on the week, up +0.55%,

outperforming domestic stocks. 

• Emerging market stocks were down on the week with the MSCI EM decreasing -5.08%. 

• U.S. investment grade bonds were negative last week with the Bloomberg Barclays U.S.

Aggregate Bond index down -1.76%.

Observations
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Economic Review

 Headline CPI: 7.9% (year-over-year); 0.8% (month-over-month) 

 Core CPI: 6.4% (year-over-year); 0.5% (month-over-month) 

Energy was biggest contributor, accounting for 25.6% of the rise in prices (gasoline surged

38% in response, following a 40% jump in January.) 

Inflation for shelter, food, new and used vehicles all accelerated more than expected.

 As inflation has broadened out, consumers have felt the acute effects of rising prices for

gasoline, food, shelter, and now services (the largest sector of the U.S. economy). 

While an energy crunch was well underway as the global economy slowly emerged from the

pandemic (with a number of OPEC+ nations falling short of production targets in recent months),

market disruptions stemming from the Russia-Ukraine crisis will definitely add to cost pressures,

particularly for energy and food. 

Despite the initial causes, exceptionally strong consumer demand coupled with pandemic-

related supply-chain constraints showing signs of subsiding, a complicated geopolitical

landscape will continue to fuel price increases. 

 Look for the Fed to stick to a quarter-percent raise this week but stay committed to addressing

inflation.

• The Consumer Price Index (CPI) for the month of February released last week, registering it largest

annual increase since January 1982, when the nation was in recession. 

How does this impact you?

Impact of Consumer Price Index: 

A Look Forward
• The Producer Price Index (PPI) for the month of February will be announced on Tuesday, the

expectation is for core producer prices to increase by 0.9% on a month-over-month basis. 

 Removing more volatile components of the index such as food and energy, the expectation is

an increase of 0.6% on a month-over-month basis.

Although inflation was projected to begin some sort of normalization as 2022 began the picture

now has become much cloudier. As the Russian-Ukraine conflict continues on, the energy market

has been thrown into disarray. With oil prices reaching levels not seen in over a decade, input

costs are rising faster and faster. As oil in an input in almost everything, producers may begin to

pass through some of those costs moving forward to the end consumer. 

As a result of the increased inflation indicators, the expectation is for the Fed to increase interest

rates by 0.25%.

How does this impact you?:

• Impact of Producer Price Index: 
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Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are unmanaged and investors are not able to invest directly into any index. Past

performance cannot guarantee future results. Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect again loss. In general, the bond market is volatile;

bond prices rise when interest rates fall and vice versa. This effect is usually pronounced for longer-term securities. Any fixed-income security sold or redeemed prior to maturity may be subject to a substantial gain or

loss. Vehicles that invest in lower-rated debt securities (commonly referred to as junk bonds or high-yield bonds) involve additional risks because of the lower credit quality of the securities in the portfolio. International

investing involves special risks not present with U.S. investments due to factors such as increased volatility, currency fluctuation, and differences in auditing and other financial standards. These risks can be

accentuated in emerging markets. The statements provided herein are based solely on the opinions of the Advisor Group Research Team and are being provided for general information purposes only. Neither the

information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. Any opinions provided herein should not be relied upon for investment decisions and

may differ from those of other departments or divisions of Advisor Group or its affiliates. Certain information may be based on information received from sources the Advisor Group Research Team considers reliable;

however, the accuracy and completeness of such information cannot be guaranteed. Certain statements contained herein may constitute “projections,” “forecasts” and other “forward-looking statements” which do not

reflect actual results and are based primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-looking

statements presented herein reflect the judgment of the Advisor Group Research Team only as of the date of this document and are subject to change without notice. Advisor Group has no obligation to provide

updates or changes to these opinions, projections, forecasts and forward-looking statements. Advisor Group is not soliciting or recommending any action based on any information in this document. Securities and

investment advisory services are offered through the firms: FSC Securities Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., Triad Advisors, LLC, and Woodbury Financial Services, Inc., broker-

dealers, registered investment advisers, and members of FINRA and SIPC. Securities are offered through Securities America, Inc., a broker-dealer and member of FINRA and SIPC. Advisory services are offered through

Arbor Point Advisors, LLC, Ladenburg Thalmann Asset Management, Inc., Securities America Advisors, Inc., and Triad Hybrid Solutions, LLC, registered investment advisers. Advisory programs offered by FSC Securities

Corporation, Royal Alliance Associates, Inc., SagePoint Financial, Inc., and Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., an affiliated registered investment adviser.
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BY THE NUMBERS

STOCKS AND INFLATION - During the 16 highest inflation years over the last 100 years, i.e., 1922-

2021, the S&P 500 has been “up” 8 years and “down” 8 years. The index’s average return for all 16

years is a gain of +3.9% per year (total return). The S&P 500 consists of 500 stocks chosen for market

size, liquidity and industry group representation. It is a market value weighted index with each stock's

weight in the index proportionate to its market value. The “Consumer Price Index” was used as the

inflation benchmark (source: BTN Research). 

SINCE THEN - President Donald Trump declared the coronavirus pandemic a “national emergency” on

Friday 3/13/2020. Over the 2-years since then, i.e., Monday 3/16/2020 through Friday 3/11/2022, the

S&P 500 gained +60.0% (total return), in spite of a 12.0% loss (total return) on Monday 3/16/2020

(source: BTN Research). 

FIRST OF MANY? - The Federal Reserve is widely expected to raise short-term interest rates this

Wednesday (3/16/2022), in what would be its first rate hike since 12/19/2018. The rate hike on

12/19/2018 was the Fed’s 8th rate increase implemented over a 2-year period that began on

12/14/2016 (source: Federal Reserve). 

MAXED OUT - Only 8.5% of workers who have access to an employer-sponsored defined contribution

plan, e.g., 401(k) plan, contribute the maximum amount permitted by law (source: Congressional

Research Service). 

Reprinted with permission from BTN. Copyright © 2021 Michael A. Higley.


