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• U.S. equities continued their move lower as indicated by the S&P 500 which was down

-2.74% on the week. 

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

Russell 2000 shed -3.20%. 

• International stocks as measured by the MSCI EAFE were negative again, down -1.53%, but

outperforming domestic stocks. 

• Emerging market stocks continued to fall with the MSCI EM decreasing -3.33%. 

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

Aggregate Bond index down -1.04%.

Observations
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Economic Review

 Existing home sales declined slightly in March, slowing to a 5.77 million annual rate only just

exceeding expectations, though the median price rose to $375,300 and is up 15% since last

year. 

 Housing starts and new building permits both increased last month, up 0.3% and 0.4%

respectively, both easily beating consensus expectations. 

March gains were entirely due to multi-family construction, which is up 26.2% in the past

year. Single family construction is down 4.4% over the same period.

The 30-year mortgage rate has risen 200 basis points since December, as an effect slowing

sales, but the housing market remains tight. 

Inventories are still down 9.5% from a year ago despite the month’s supply of existing homes

for sale (how long it would take to sell today’s inventory at the current sales pace) rising

slightly to 2.0 months. � 

Buyers appear undeterred by these headwinds as 87% of existing homes sold were on the

market for less than a month. 

Impact of Housing Starts and Permits: 

The upside surprise in starts and permits reflects the desire of builders to address near

record-low inventories and meet rising demand as Millennials continue to shift towards home

ownership. � 

Rising mortgage rates have likely pushed some buyers back to the rental market, and

rising rents, up roughly 17% in the last year, have encouraged builders to shift their focus

to apartment buildings. 

 The U.S. requires roughly 1.5 million housing starts per year to address population growth

and scrappage (voluntary knockdowns, natural disasters, etc.), and 2021 marked the first

time that quota was met since 2009.

• A slew of housing data released last week illustrating generally strong demand despite continuing

supply issues challenging builders and a sharp rise in mortgage rates pushing up median prices. 

How does this impact you? 

• Impact of Existing Home Sales:  

A Look Forward

Should the Core PCE measure ease slightly as the CPI did through March, it may signal to the

Fed that inflationary pressures could abate sooner than expected.

• Two important data points for the Federal Reserve release this week, their preferred inflation

measure – “Core” PCE, and consumer sentiment and inflation expectations from the University of

Michigan Survey. 

As this is the measure the Fed pays closest attention to, it will affect their inflation and growth

outlook going forward, ultimately influencing the path of rate hikes. The market has priced in

an aggressive Fed, but they remain committed to being data dependent, and easing inflation

would affect calculations.

How does this impact you? 

• Impact of PCE: 
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BY THE NUMBERS

BEHIND THE AVERAGE– The S&P 500 was up +15.6% (total return) over the 1-year ending 3/31/2022,

an average monthly gain of +1.22% (total return). However the index actually fell in 4 of the last 12

months, posting monthly results that ranged from a gain of +7.0% (total return) to a loss of 5.2% (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 (source: BTN Research). 

BIG SWINGS - The yield on the 10-year Treasury note was cut in half during the first year of the

pandemic (2020), falling from 1.91% on 12/31/2019 to 0.91% on 12/31/2020. That movement in rates

has flipped around in the first 16 weeks of 2022 as the yield on the 10-year Treasury note has nearly

doubled, rising from 1.50% on 12/31/2021 to 2.91% as of last Friday’s close on 4/22/2022 (source:

Treasury Department). 

MISSING FROM WORK - An estimated 3.4 million American workers dropped out of the US labor force

since early 2020 when the global pandemic began and have chosen not to return, i.e., the difference

between a projected 167.8 million workers that would have been in the labor force if the pandemic

had not occurred vs. 164.4 million workers actually in the labor force as of March 2022 (source:

Department of Labor). 

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


