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WEEK 
GAIN/LOSS 

Y-T-D 
GAIN/LOSS 

DJIA 29,888.76  -4.8% -17.7% 

S&P 500 3,674.84              -5.8% -22.9% 

NASDAQ 10,978.35  -4.8% -31.0% 

 
 
Last week, the Dow and NASDAQ each dropped 4.8% while the S&P 500 slumped 5.8% into bear market 
territory as the Fed made its largest rate hike in nearly three decades.      
 
Economic Releases  
A summary of economic releases during the past week which may impact the financial markets: 
 
The weekly initial unemployment claims decreased by 3,000 to 229,000 for the week ending June 11.  Continuing 
claims for the week ending June 4 increased by 3,000 to 1.312 million, the lowest level since 1970.   
 
The Producer Price Index (PPI) for final demand increased 0.8% month-over-month in May, attributed in large 
part to higher energy prices.  On a year-over-year basis, the PPI for final demand was up 10.8%, versus 10.9% in 
April, reflecting a slight moderation in inflation.   
 
Total retail sales decreased 0.3% month-over-month in May as spending activity weakened with high gas prices 
likely curtailing discretionary spending on goods. Excluding gasoline station sales, retail sales were down 0.7% 
month-over-month in May. This may raise concerns that the Fed will be raising rates aggressively into an 
economic slowdown. 
 
As mortgage rates rose, housing starts declined 14.4% month-over-month in May to a seasonally adjusted 
annual rate of 1.549 million units while building permits -- a leading indicator -- declined 7.0% month-over-month 
to 1.695 million, reflecting broad-based softness in single-family starts and permits. Starts declined month-over-
month in three of the four geographic regions while permits declined in all regions with the largest region -- the 
South -- seeing the largest decline in permits. 
 
Total industrial production increased 0.2% month-over-month in May. Year-over-year, industrial production 
increased 5.8% as the capacity utilization rate increased to 79.0%.   
 

HI-Quality Company News 

A summary of important earnings and/or capital allocation news announced during the past week from the high-
quality companies held in most client portfolios. For new clients, these companies may become investment 
candidates as valuations appear attractive and cash is available: 

 

Oracle-ORCL reported fiscal fourth revenues increased 5% to $11.8 billion with net income decreasing 21% to 
$3.2 billion and EPS down 15% to $1.16. Total Cloud revenue jumped 19% to $2.9 billion. For the fiscal year 



ended May 31, revenues increased 5% to $42.4 billion with net income down 51% to $6.7 billion and EPS down 
47% to $2.41 due in large part to litigation charges. During fiscal 2022, free cash flow decreased to $5 billion with 
the company returning nearly $20 billion to shareholders through dividend payments of $3.5 billion and 
share repurchases of $16.2 billion. Oracle ended the fiscal year with $21.9 billion in cash and investments and 
$72.1 billion in long-term debt. The Cerner acquisition is expected to add $15 billion of debt to the balance sheet 
subsequent to year end. Management expects growth to accelerate during 2023 and beyond as the fast-
growing cloud business becomes a larger portion of the business. For the fiscal first quarter, Oracle 
expects constant currency revenue growth of 20% to 22% with constant currency EPS of $1.09 to $1.13. In 
addition, Oracle expects cloud revenue, including the Cerner acquisition, to grow between 47% to 50% in 
constant currency for the first quarter and expects its cloud business to organically grow more than 30% 
in constant currency in fiscal 2023. “We believe that this revenue growth spike indicates that our infrastructure 
business has now entered a hyper-growth phase. Couple a high growth rate in our cloud infrastructure business 
with the newly acquired Cerner applications business—and Oracle finds itself in position to deliver stellar revenue 
growth over the next several quarters,” said Oracle CEO, Safra Catz. 

***** 

To combat the highest inflation in forty years, the Federal Reserve raised its Fed Funds rate by 75 basis points 
last week to a range of 1.5% to 1.75%. This is the biggest increase in nearly 28 years with the Fed indicating 
further rate increases ahead. Central banks around the globe also raised rates with the Swiss raising rates for the 
first time in 15 years, and the British increasing rates for the fifth time since December. Global inflation remains 
elevated, reflecting supply and demand imbalances related to the pandemic, higher energy prices and broader 
price pressures.  

The Fed lifted its forecasts for U.S. unemployment to a rate of 3.7% from a prior forecast of 3.5%, while cutting its 
2022 GDP growth estimate to 1.7%, below its previous indication of 2.8%. The Fed expects inflation will slow to 
5.2% by the end of the year, but that forecast is much higher than its previous estimate of 4.3%. The Fed expects 
inflation will slow sharply in 2023 to 2.6%.  If inflation doesn’t begin to slow later in the year, Mr. Market worries 
that higher rates could eventually tilt the U.S. economy into recession.  

Rising interest rates led to further stock market declines last week with the Dow dropping below the 30,000 
milestone and the S&P 500 falling into bear market territory, with the index trading more than 20% below its 
record close of 4,796.56 on January 3, 2022. 

Bear markets drag down most stocks. While a bear clawing the market down is painful, it is important to 
remember that bear markets are not unusual, and they don’t last forever. Since 1928, there have been about one 
or two bear markets each decade. They don’t always precede a recession. They typically last less than two years 
before fully recovering as they always have done. Lower valuations lead to higher future returns. In bear markets 
since 1950, the index has been higher 75% of the time three months later, by an average of 6.4%. A year after 
falling into a bear market, the S&P 500 has been positive 75% of the time and climbed 17% on average. 

We prepare ahead of time for the inevitable market downturns by having your account prudently allocated so that 
you may withstand the downturns by typically having at least five years of your liquidity needs in safe and secure 
CD’s, U.S. Treasuries, high-quality short-term bonds and/or cash. This prevents us from selling stocks during the 
downturns and turning “paper” losses into permanent losses.  HI-quality companies also typically fall less on 
average than the overall market and are among the first companies to rebound. Our HI-quality businesses have 
successfully managed through past periods of rising rates, inflation and recessions. We remain confident they will 
not only survive this bear but also thrive as the resilient U.S. economy recovers. As Warren Buffett said, “Don’t 
bet against the U.S. economy.” If you have any questions, please let us know. 

Sincerely, 
 

Ingrid R. Hendershot, CFA 

President 


