
  
 
 
 
 
 
 
 
 

 
Quarterly Market Insights 

 
 
Resilience 
 
The Dow Jones Industrial Average is down 5.8% since its January 4th record high and the 

broader-based S&P 500 Index is off 5.5% since its January 3rd record high, according to St. 

Louis Federal Reserve market data through March 31. 

If we measure the respective peaks to the most recent troughs of both indexes, the Dow lost 

11.3% (January 4—March 8) and the S&P 500 Index lost 13.0% (January 3—March 8). 

Stock Indices  1st Quarter 2022*  2‐Year Annualized Return %* 

S&P 500 (large)  ‐4.60%  +34.47% 

S&P 400  (midsize)  ‐4.88%  +38.52% 

Russell 2000 (small)  ‐7.53%  +35.49% 

MSCI EAFE (intl.)  ‐5.91%  +20.93% 

Bond Yields  3/31/2022 Yld. & Qtr. Change  Dec. 31, 2021 Yield 

3‐month T‐bill  0.52%      (+0.46%)  0.06%            

2‐year Treasury               2.28%      (+1.55%)  0.73% 

10‐year Treasury               2.32%      (+0.80%)  1.52% 

30‐year Treasury               2.44%      (+0.54%)  1.90% 

Commodities  3/31/2022 Price & Qtr. Change  Dec. 31, 2021 Price 

Oil per barrel  $100.28         (+$25.07)  $75.21 

Gold per ounce            $1,954.00    (+$125.40)        $1,828.60 
*Stock indices include reinvested dividends and are not annualized for the 1st quarter. The 2-year stock returns are from 
4/1/2020 through 3/31/2022 and are annualized. 
 
Selloffs are inevitable, and losing ground is hardly a reason to get excited, even if the recent 

pullback is modest. 

Yet, given the Russian invasion of Ukraine, high inflation, soaring oil/gas prices, and rising 

rates from the Federal Reserve, stocks have been resilient in the face of stiff headwinds.  

The most immediate impact of the war has been on gasoline prices, as illustrated by Figure 1. 
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The jump in gasoline prices will have an immediate impact on inflation, and we will see it 

reflected in the March Consumer Price Index, when it is released in mid-April.  

But the overall economic impact is less certain.  For every penny increase in the price of gas, 

U.S. consumer spending drops by $1.18 billion a year, according to an estimate from Federated 

Global Investment Management.  

For example, a $0.75 jump in gasoline, if maintained over a year, would hit spending by roughly 

$90 billion. But U.S. Gross Domestic Product is over $24 trillion, which would translate to less 

than 0.4% of the total U.S. economy. It is not insignificant, but by itself, it’s not enough to throw 

the economy into a recession. 

Still, it is not simply gasoline prices that are rising and thus, we may see some pressure toward 

higher prices in general. 

For investors, war generated an enormous amount of uncertainty, and stocks lost ground in the 

wake of the invasion. Yet, fighting continues and stocks have moved up off their early March 

low. 

Ukraine is far from an ideal situation, and how the war may unfold is a big unknown. But 

despite all the horrific things that have occurred, investors seem to be taking the events in 

stride. 

Put another way, investors have gradually adapted to another new normal. 

It is not that we are immune to wanton acts of aggression by Russia. We are not. Investors view 

geopolitical events through a very narrow prism. That is, how it may affect economic growth.  
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During March, economic activity appeared to accelerate. Weekly first-time claims for jobless 

benefits fell to a 52-year low per the Department of Labor, and the U.S. Bureau of Labor 

Statistics reported 431,00 new jobs. 

The Federal Reserve Rediscovers Its Purpose 

We haven’t seen a truly aggressive rate-hike cycle since 1994, when the Fed lifted the fed funds 

rate from 3% to 6% in one year—see Figure 2.  

The last time we saw a 50-basis point (which is equivalent to a half percent) rate increase was 

in 2000. 

 

As illustrated in Figure 2, the Fed raised the fed funds rate last month by 25 basis point (one 

quarter of one percent) to a range of 0.25—0.50%. 

The Fed’s Summary of Economic Projections released in March suggests the fed funds rate 

could rise to 1.75—2.00% by the end of the year. Another closely followed gauge suggests a fed 

funds rate of 2.50—2.75% is possible by year-end. The bottom line is that the current base case 

scenario is that higher interest rates are likely over the next 12 to 18 months.  

Of course, these are simply projections and measures of sentiment at a point in time. They are 

based on the aggressive tone taken by Fed Chief Powell, recent comments by Fed officials, 

today’s tight labor market, and high inflation. 

The Fed’s goal is to slow overall economic demand (which is currently putting upward pressure 

on prices) and reduce the huge number of job openings, which puts upward pressure on wages. 

Both variables raise costs for businesses, which can get added to the price of retail goods. 
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Few would turn down a big raise. That’s understandable. But the Fed sees a wage-price spiral 

and too-strong demand as inflationary and potentially hard to correct without aggressive 

action. 

Of course, to bring down inflation, the Fed will need help from the supply chain, but the war in 

Ukraine will likely exacerbate problems, at least over the shorter term. 

During the mid-1960s, mid-1980s, and mid-1990s, the Fed pre-emptively acted against the 

potential of higher inflation and engineered what analysts call a ‘soft landing,’ which simply 

means it didn’t throw the economy into a recession. 

Today, the economy is creating plenty of jobs, but inflation is higher, which makes the Fed’s 

task more challenging.  

Why is it more challenging? High inflation will likely require more aggressive rate increases, 

which might slow the economy too quickly and thrust us into a recession. 

The Fed is not acting proactively against the possibility of higher inflation. Instead, it is 

reacting to higher prices, hoping to bring inflation back to its 2% target without a recession, 

i.e., a hard landing. 

Thus, our current approach is to be more cautious with client portfolios instead of aggressively 

increasing allocations. This does not mean that we are avoiding adding to positions, however, 

as opportunities present themselves. 

Final Thoughts 

We are very pleased to announce that our office is fully open if you are inclined to come in. We 

would love to see you face-to-face. While we also have the ability to work remotely, it is nice to 

be together again. It has been a long 2 years and we hope that we have all learned some 

important lessons during this period. 

Also, we are very pleased to have been named in both the Washingtonian magazine and the 

Washington Business Journal as a top advisory firm in the DC Metropolitan area. We feel 

very honored to have received this recognition and thank you for all your support through the 

years. As we have mentioned before, we want you to know how important you are to all of us 

and hope that we can make a meaningful difference in your lives as you have in ours. 
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