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

-0.18% on the week. 

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

Russell 2000 shed -1.29%. 

• International stocks as measured by the MSCI EAFE were negative again, down -2.83%,

underperforming domestic stocks. 

• Emerging market stocks decreased with the MSCI EM retreating -4.12%. 

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

Aggregate Bond index down -1.11%.

Observations
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Economic Review

The Fed also announced it intends to reduce its balance sheet over time. The expectation is

for the Fed to roll off $30 billion per month in Treasuries and $35 billion per month in

mortgage-backed securities. 

The Fed continues to do all it can to fight inflation as the it once again hiked rates. This is

the second rate hike this year with many more currently forecasted. 

Chairman Powell did ease markets for a short time, shutting down any thoughts of a 75 basis

point hike in their meetings. 

Equity markets however reversed sharply the day following the Fed’s announcement as

worries of inflation and the potential for a recession creeped into investment activity. • 

Impact of Non-farm Payrolls 

The United States economy has now regained nearly 95% of the 22 million jobs lost during

the COVID related lockdowns as the labor force is only short 1.5 million jobs off of the level

seen prior to the pandemic’s onset. 

Wages for the month increased by 0.3% which was slightly below expectations, but wages

are up 5.5% since last year. That is nearly double the pre-pandemic average of a 3.0% per

year wage increase. 

The Labor Force Participation ratio did tick down to 62.2% from 62.4% as 363,000 less

people looked for work this month.

• The Federal Reserve (Fed) hikes interest rates by 50 basis points. This is the first 50 basis point hike

since 2000. 

• The economy added 428,000 jobs for the month of April, better than economists’ expectations of

380,000 new jobs. 

How does this impact you? 

• Impact of the Fed’s Decision 

A Look Forward

Consumer prices are expected to increase 8.1% on a year-over-year basis • 

The Producer Price Index (PPI) will be announced on Thursday; the estimate among economists is

for producer prices to increase by 0.5% on a month-over-month basis 

Producer prices are expected to increase 10.7% on a year-over-year basis

• The Consumer Price Index (CPI) will be announced on Wednesday and the expectation is for prices to

increase by 0.2% on a month-over-month basis. o 

Although Chairman Powell denied any thought of a 75 basis point hike in the May meeting, he

did leave room open for increased hike if inflation continues to spike. 

On a positive note, these inflationary expectations have decreased significantly compared to

previous month’s initial expectations.

How does this impact you? 

• Impact of Inflation 
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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
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BY THE NUMBERS

STOCKS - The S&P 500 is down 13.1% YTD (total return) through 5/06/2022. The split between “up”

and “down” trading days YTD is 44/56, compared to the 54/46 split achieved over the years 1950-

2021. 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). 

CONTRARIANS – The S&P 500 was up +0.2% on a total return basis over the 1-year ending

4/30/2022. The last 7 times (taking place since 2010) that the index recorded a negative total return

result over a trailing 12-month period, the index bounced back each time with a positive gain of at

least +15% (total return) over the next 12 months. The 1-year average return of all 7 comebacks is

+27.6% (total return) (source: BTN Research). 

DECLINES HAPPEN – With its closing of 4123 on Friday 5/06/2022, the S&P 500 index is down 14.0%

from an alltime closing high of 4797 set on 1/03/2022. The decline is the index’s 21st tumble of at

least 10% (but less than 20%) in the last 50 years but is its 5th since 2015. Declines of at least 10% but

less than 20% from a previous closing high are called “corrections” (source: BTN Research). 

UP AND UP - The yield on the 10-year Treasury note on 5/06/2020 (2-years ago) was 0.71%. The yield

on the 10-year Treasury note on 5/06/2022 (last Friday) was 3.12% (source: Treasury Department).

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


