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  ECONOMIC REVIEW1 
• Last week, the Federal Reserve (Fed) announced, as expected, an interest rate hike of 0.5%, though also signaled its 

intention to raise rates further than previously forecast. 
o The decision ends a string of four consecutive increases of 0.75% and brings the benchmark federal-funds rate to a 

target range of 4.25 – 4.50%, a 15-year high. 

• This Fed meeting also included an updated summary of economic projections, which showed most Fed officials plan to raise 
the fed-funds rate to a peak level between 5 and 5.5% next year, then hold that level until sometime in 2024. 

o While that terminal range exceeds the projected terminal value of 4.6% viewed as consensus just two months ago, 
the Fed has clearly entered a new phase of policy tightening in which smaller interest rate hikes help determine 
the ultimate terminal value. 

o “It makes a lot of sense, it seems to me – particularly if you consider how far we’ve come,” said Chairman Powell 
when addressing slowing rate rises to more traditional quarter-percentage-point increments as soon as the Fed’s 
next meeting (Jan. 31 – Feb. 1), believing that would provide the best way to manage the risk of overtightening. 

• The November Consumer Price Index (CPI) reading was released the day prior to the Fed policy announcement last week, 
surprising to the downside with a headline 7.1% inflation rate when markets expected 7.3%. 

o Core CPI came in below expectation, as well, 6.0% vs. 6.1%, no matter the measure, however, inflation is still 
running well above the Fed’s 2% target. 

 

How do the Fed and Inflation impact you? 

• The message from the Fed last week was clear, they intend to raise rates higher than previously thought and leave rates 
elevated for longer than originally anticipated, although markets are struggling to accept the latter. 

o Fed funds futures still anticipate the first Fed rate cut before the end of 2023; that is in direct opposition to the 
Fed’s dot plot projection which shows no cuts until 2024. 

• Inflation is just off 40-year highs, still above 7.0%, and the Fed is firmly resolved to reign in price increases, so expect 
financial conditions to continue tightening in 2023. 

 
 

  A LOOK FORWARD1 
• This week is fairly light on data heading into Christmas, although a few important publications slip in just before the holiday. 

o Building permits and housing starts will provide some insight into the beaten down homebuilder’s sector. 
o Personal Consumption Expenditures (PCE), the Fed’s preferred inflation gauge, comes out on Friday and median 

forecasts see the year-over-year “Core” measure declining, though remaining flat on a monthly basis. 
o The University of Michigan Consumer Sentiment Index rounds out the week; market participants expect no change 

in the index from the previous month. 
 

How does broad economic data impact you? 

• Many investors have already declared the housing market in recession, having been hard hit by rising interest rates that 
saw mortgages peak above 7.0%. 

o But these have pulled back to 6.5% in less than two months, and financial conditions overall have loosened despite 
the Fed’s best efforts. 

• Confirmation of a continued downtrend in inflation by the PCE measure would be a great, early present for financial 
markets. 



 

  MARKET UPDATE 
 

Market Index Returns as of 12/16/22 WTD QTD YTD 1 YR 3 YR 5 YR 

S&P 500 TR USD -2.05% 7.86% -17.88% -15.26% 8.21% 9.48% 

NASDAQ Composite TR USD -2.70% 1.44% -31.02% -28.85% 7.50% 10.06% 

DJ Industrial Average TR USD -1.65% 15.22% -7.50% -4.96% 7.41% 8.29% 

Russell Mid Cap TR USD -1.81% 9.17% -17.32% -14.35% 6.32% 7.28% 

Russell 2000 TR USD -1.81% 6.27% -20.40% -17.75% 3.37% 4.22% 

MSCI EAFE NR USD -2.13% 16.84% -14.81% -12.64% 0.87% 1.90% 

MSCI EM NR USD -2.10% 9.64% -20.14% -18.99% -2.28% -0.67% 

Bloomberg US Agg Bond TR USD 0.80% 4.08% -11.13% -11.32% -1.98% 0.43% 

Bloomberg US Corporate High Yield TR USD 0.03% 5.62% -9.96% -9.30% 0.67% 2.64% 

Bloomberg Global Aggregate TR USD -0.09% 5.77% -15.27% -15.56% -4.01% -1.34% 

 

  OBSERVATIONS 
• U.S. equities were negative across the board with the tech-heavy NASDAQ leading the way down for a second consecutive 

week, declining -2.70% WTD. 

• Domestic stocks were down across the style box with mid-caps and small-caps also selling off, both returning -1.81%. 

• Emerging markets and international stocks declined as well, with the MSCI EAFE and MSCI EM Indexes returning -2.13% and 
-2.10%, respectively. 

• Bonds were slightly positive domestically and in the credit space, but down a few basis points globally; the Bloomberg 
Barclays U.S. Aggregate Bond index improved 0.80%. 

 

 

  BY THE NUMBERS 

• Major Options Expiry: Bulls reeling from the Federal Reserve’s still-hawkish tilt are about to lose a major force that helped 
tamp down turbulence in US stocks during this week’s macroeconomic drama. An estimated $4 trillion of options is 
expected to expire Friday in a monthly event that intends to add turbulence to the trading day. This time, with the S&P 500 
stuck for weeks within 100 points of 4,000, the sheer volume provides a positioning reset that could turbocharge market 
moves. Given the brutal backdrop that emerged in recent days, from a raft of rate hikes by global central banks to signs the 
American economy is starting to flag, worries are mounting the expiration will act as an air pocket. That’s how David Reidy, 
founder of First Growth Capital LLC, sees it playing out. In his view, the market has been mired in a “long gamma” state 
where options dealers need to go against the prevailing trend, buying stocks when they fall and vice versa. Friday’s event 
“could break the tightness of the gamma exposure and lead to some dispersion, that is, room for the index to break out,” 
Reidy said. “That would be a downside move given yearend position adjustments and the macro recession view.”2 

 

 
• U.S. Scores $4 Billion Windfall on Oil-Reserve Sales: Volatile energy markets have made 2022 a big year for commodity 

traders. One of the biggest and perhaps most unlikely winners: The U.S. government. Emergency releases from the U.S. 
Strategic Petroleum Reserve are slated to end this month, concluding an unusual attempt to lower gas prices after Russia’s 
invasion of Ukraine sent oil prices soaring. Over the release period, Washington sold 180 million barrels of crude at an 
average of $96.25 apiece, well above the recent market price of $74.29—meaning the U.S., for now, is almost $4 billion 
ahead. The price of West Texas Intermediate to be delivered next month is down 40% from its wartime peak, reflecting 
concerns that China’s pandemic reopening isn’t juicing global demand. The question is whether the good news will last.3 



 

 

 

Economic Definitions 

Federal Reserve (the Fed): The Federal Reserve System is the central banking system of the United States of America. 
 

Building Permits: Tracks the number of permits that have been issues for new construction, additions to pre-existing structures or major 
renovations. These statistics are based on the number of construction permits approved. 

 
Housing Starts: Housing (or building) starts track the number of new housing units (or buildings) that have been started during the reference 
period. 

 

PCE (headline and core): PCE deflators (or personal consumption expenditure deflators) track overall price changes for goods and services 
purchased by consumers. Deflators are calculated by dividing the appropriate nominal series by the corresponding real series and multiplying by 
100. 

 
CPI (headline and core): Consumer prices (CPI) are a measure of prices paid by consumers for a market basket of consumer goods and services. The 
yearly (or monthly) growth rates represent the inflation rate. 

 

University of Michigan Consumer Sentiment Index: Consumer confidence tracks sentiment among households or consumers. The results are 
based on surveys conducted among a random sample of households. 

 
 

Index Definitions 
S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of 
investment products. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

 
NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global 
Market and Capital Market. The index was developed with a base level of 100 as of February 5, 1971. 

 

Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders 
in their industry. It has been a widely followed indicator of the stock market since October 1, 1928. 

 
Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent 
approximately 25% of the total market capitalization of the Russell 1000 Index. 

 
Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing approximately 8% of the 
Russell 3000 total market capitalization. The real-time value is calculated with a base value of 135.00 as 
of December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 

 
MSCI EAFE: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of December 31, 1969. 
The MSCI EAFE region covers DM countries in Europe, Australasia, Israel, and the Far East. 

 
MSCI EM: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap representation across 
Emerging Markets (EM) countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 

 

Bloomberg Barclays US Agg Bond: The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the 
investment grade, US dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate 
securities, MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency and non-agency). 

 

Bloomberg Barclays High Yield Corp: The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, high yield, 
fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and S&P is Ba1/BB+/BB+ or below. 
Bonds from issuers with an emerging markets country of risk, based on Barclays EM country definition, 
are excluded. 

 
Bloomberg Barclays Global Agg: The Bloomberg Barclays Global Aggregate Index is a flagship measure of global investment grade debt from 
twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate 
bonds from both developed and emerging markets issuers. 

 

Bloomberg Barclays Municipal Bond Index: The Bloomberg Barclays U.S. Municipal Index covers the USD-denominated long-term tax-exempt bond 
market. The index has four main sectors: state and local general obligation bonds, revenue bonds, insured bonds and prerefunded bonds. 



 

Disclosures 

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. 

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, Infinex Investments, Inc., and Woodbury Financial Services, Inc., broker-dealers, registered investment advisers, 
and members of FINRA and SIPC. Securities are offered through Securities America, Inc., American Portfolios Financial Services, Inc., and Ladenburg 
Thalmann & Co., broker-dealers and member of FINRA and SIPC. Advisory services are offered through Arbor Point Advisors, LLC, American 
Portfolios Advisors, Inc., 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., Securities 
America Advisors, Inc., Triad Advisors, LLC., and Woodbury Financial Services, Inc., are sponsored by VISION2020 Wealth Management Corp., an 
affiliated registered investment adviser. 5358326 
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