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The summary below is for educational purposes only.  Please call us with any questions or if you would like to 
schedule a review or discuss other financial matters. 
 
 
Resilience 
 
The Dow Jones Industrial Average is down 5.8% since its record high on January 4th and the broader-
based S&P 500 Index is off 5.5% since it’s 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). 

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. 

Index Q1 Return*  YTD Return 
DJIA1 -4.57% -4.57% 
NASDAQ Composite2 -9.10% -9.10% 
S&P 500 Index3 4.95% -4.95% 
The Global Dow4 -0.94% -0.94% 
Bond Yields Yield as of March 31 & Q1 Change* Yield as of Dec 31, 2021 
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 Price as of March 31 & Q1 Change* Price as of Dec 31, 2021 
Oil per barrel5 $100.28         +$25.07 $75.21 
Gold per ounce6  $1,954.00     +$125.40 $1,828.60 

Sources: U.S. Treasury, MarketWatch *Q1: Dec 31, 2021 - Mar 31, 2022, and YTD: Dec 31, 2021 - Mar 31, 2022 
 
The jump in gasoline prices will have an immediate impact on inflation, and we’ll 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 gasoline, U.S. consumer spending drops by $1.18 billion a year, 
according to an estimate from Federated Global Investment Management (Bloomberg).  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%.  It’s not insignificant, 
but by itself, it’s not enough to throw the economy into a recession. 
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Still, it’s not simply gasoline prices that are rising, and we may see some resistance to 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 off the early March low. 

Ukraine is far from an ideal situation, and how the war may unfold is a big unknown.  But recently, there 
have been no significant developments that might negatively affect investor sentiment, and investors 
seem to be taking the apparent stalemate in stride.   

Put another way, investors have adapted to a new normal.  It’s not that we are immune to acts of 
aggression by Russia.  We’re not.  Investors view geopolitical events through a very narrow prism.  That 
is, how it may affect economic growth. 

During March, economic activity appeared to accelerate.  Weekly first-time claims for jobless benefits fell 
to a 52-year low per the Dept of Labor, and the U.S. BLS 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, and the last time we saw a 50-basis point (bp, 1 bp = 0.01%) rate increase 
was in 2000. – See Figure 1.  

 

 
As illustrated in Figure 1, the Fed raised the fed funds rate in March by 25 bp 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.  One closely followed gauge from the CME Group suggests a fed 
funds rate of 2.50—2.75% is possible by year-end.  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. 
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The Fed’s goal is to slow overall economic demand, which is 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. 

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 did not 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. 

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. 

 

 

We recognize that you have a choice of financial services firms, and we appreciate 
and value your continued support.  Our goal is to provide our clients with the very 
best service, and we are always pleased to assist you in any way we can. 

 

Please let us know if you have any questions and if you would like to schedule a 
review or discuss other financial matters. 

 

 

 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into 
directly.  Past performance does not guarantee future results. 
2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance 
does not guarantee future results. 
3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past 
performance does not guarantee future results. 
4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past 
performance does not guarantee future results. 
5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 
6 CME Group continuous contract; Prices can and do vary; past performance does not guarantee future results. 



Securities, insurance, and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC.  Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not  affiliated with SagePoint Financial 
Inc. or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 
and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal 
and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations of 
the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 
referenced will be profitable or be suitable for your portfolio.                 
                            
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing 
material is accurate or complete. The information contained in this report does not purport to be a complete description of 
the securities, markets, or developments referred to in this material. Any information is not a complete summary or 
statement of all available data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 
may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions. 
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We would be honored if you would 
 

 Add a name to our mailing list, 

 Have someone come in for a complimentary financial checkup.  
 

Please call Chris Hartrich or Eric Rechtin at (314) 394-2354 and we will be happy to assist you! 
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