
U.S. stocks on Friday finished on a decidedly higher 
note, booking sharp gains in a final swing higher in 
the last hour of trading, which helped to erase sharp 
weekly declines and snap multiweek losing streaks 
for all of the major benchmarks.

The S&P 500 index SPX rose 2.4% to 4,431.85, ended 
notably higher after trading at an intraday low at 
4,292.46, which had put the broad-market benchmark 
down more than 10% below its January 3rdclosing 
peak, and would have met the commonly used 
criteria for a correction. The Dow Jones Industrial 
Average DJIA gained 1.7%, or 565.69 points, to 
34,725.47. The S&P 500 and Dow avoided four-week 
losing streaks. The Nasdaq Composite Index COMP 
closed upwards 417.79 points, or 3.1%, at 13,770.57. 
Nasdaq Composite narrowly avoided a fifth straight 
weekly decline, which would have marked the longest 
such slump since a six-week tumble back in 2012, 
spanning October into November of that year. The 
small-capitalization Russell 2000 index RUT was 
trading 1.9% higher at 1,968.51, after touching an 
intraday low at 1,901.36, following it entering a bear 
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market on Thursday for the first 
time in 2 years.

For the week, FactSet data show 
that the Dow booked a gain of 
0.8%, the S&P 500 index climbed 
1.3%, the Nasdaq Composite 
finished up 0.01% higher, but the 
Russell 2000 still finished 
downwards 1% for the week. 
That marked its fourth straight 
weekly decline, representing the 
longest such trend since 
December.
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Fed?s opt ions on t ight ening pace

At the January meeting of the Federal Open 
Market Committee, the US Federal Reserve 
left rates unchanged but stated that it 
would initiate a series of rate hikes 
beginning at its next meeting in March, as 
well as ending its asset purchases that 
month. Fed Chair Jerome Powell would not 
rule out a number of policy options, such as 
a 50-basis-point hike, or the possibility of 
rate hikes at every meeting as opposed to 
the quarter-point-a-quarter pace the FOMC 
largely followed during the last tightening 
cycle. Powell noted that the economy is in a 
very different position now compared to the 
last cycle, amid much faster growth, higher 
inflation, and a tighter labor market. Powell 
pointed out in his press conference that 
there is ample room to raise rates without 
harming the labor market and downplayed 
recent tightening in financial conditions. 
Furthermore, he said the Fed's balance 
sheet is much larger than it needs to be, 
suggesting quantitative tightening could 

begin soon. This is apparently quite a 
hawkish outlook overall. Friday, the core 
personal consumption expenditures index, 
which is the Fed's preferred inflation 
measure, rose 4.9% year over year, its 
highest rise since September 1983.

St rong ending for  US grow t h

During the final quarter of 2021, the US 
economy expanded by 6.9% and for the 
calendar year at a rate of 5.5%, the fastest 
growth since 1984. From Q3's 2.3%, which 
was constrained by COVID-19 restrictions in 
response to the Delta variant and 
significant supply chain disruptions, the 
pace accelerated dramatically. Nonetheless, 
the rise in inventories helped flatten Q4's 
figure as companies scrambled to replenish 
shelves left bare after the logistics crisis. In 
Q1, the spread of the Omicron variant is 
predicted to slow, though the rate is 
expected to remain well above the rate of 
pre-pandemic levels through 2022.



Russia/Ukraine dissension grows 
concern

Market jitters have been amplified by 
geopolitical concerns as Russia continues 
to mass troops and weapons near the 
Ukrainian border. The United States 
responded with a written response to 
Russia's security demands this week, but 
Russia has decided to continue diplomacy. 
U.S. State Department urged Americans to 
leave Ukraine amid concerns of Russian 
invasion. The families of US and British 
diplomats were also evacuated. There are 
growing concerns that Russia will halt or 
limit energy supplies to Europe if sanctions 
are imposed due to a military move against 
Ukraine. The United States and other NATO 
countries are deploying troops to Eastern 
Europe to deter Russian aggression. US 
President Joe Biden warned Ukrainian 
President Volodymyr Zelensky on 
Thursday, that Russia could invade next 
month.

IMF global grow t h forecast  revised 
downward

Global growth for 2022 was lowered to 
4.4% in January's revision to the 
International Monetary Fund's World 
Economic Outlook. For 2021, growth was 
lowered from 5.9%. IMF reduces its US 
forecast by 1.2% to 4% and China's forecast 
by 0.8% to 4.8%.The report forecasts that 
supply chain disruptions and high energy 
prices will continue in 2022, as envisioned 
in the October WEO.

HEADLINERS

Soaring virus cases slowed the US economy 
in January, causing the flash composite US 
PMI to fall to 50.8 from 57 in December, an 
18-month low.

According to the Wall Street Journal, nearly 
8.8 million Americans were out sick with 
COVID in early January, possibly 
undermining the payrolls in the month. In 
his remarks on Wednesday, Fed Chair 
Powell acknowledged Omicron's likely 
short-term effect on the economy.

As real, inflation-adjusted yields rise, the 
Nasdaq is poised for its worst month since 
the global financial crisis, due to the 
pressure on richly valued growth stocks.

Having fallen about 21% from its November 
high, the Russell 2000 index of US small 
caps entered bear market territory as of 
Thursday's close.

Based on data from FactSet Research, the 
MSCI Europe ex UK index has 
outperformed the S&P 500 Index by about 
5.5% year to date.
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EARNINGS NEWS

About 33% of the constituents of the S&P 
500 Index have reported for Q4 2021, and 
blended earnings per share (which 
combines reported results with estimated 
results for companies that have not yet 
reported) suggest earnings growth of 
24.1% and sales growth of 13.7% compared 
with the same quarter last year, according 
to FactSet Research. Refinitiv data shows 
that 79% of those reporting beat 
expectations, though forward guidance has 
been cautious.
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Visa Inc. V topped $7 billion in quarterly 
revenue for the first time and shares 
climbed 10.6%.

Western Digital Corp. shares WDC slid 
7.3% after the data-storage products 
company gave a weak outlook, amid a 
struggle to keep up with demand amid 
supply-chain problems.

Caterpillar Inc. CAT shares fell more than 
5% after the maker of industrial 
equipment and tractors reported 
earnings and revenue that beat forecasts.

Chevron Corp. CVX stock fell 3.5% after 
the energy giant reported a disappointing 
profit, even as revenue beat.

KLA Corp. KLAC shares turned higher to 
end up 1.3% Friday, even after a weak 
outlook from the chip-equipment maker 
that overshadowed an earnings beat for 
the quarter.



Do you have questions about your finances, 
the market, or the economy?

Park 10 Financial has the knowledge and 
expertise to answer all of your concerns. 

Em ail:  info@park10f inancial.com  

It is important to understand how inflation is reported and how it can affect 
investments. Click to learn more.        

Randall Fielder
(713-955-3555, randall@park10financial.com)
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INFLATION & YOUR MONEY

http://www.park10financial.com/resource-center/investment/inflation-and-your-money
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