
STOCK MARKETS RECORD WORST WEEK SINCE MARCH 2020 AS THE FED RAISES 
RATES SIGNIFICANTLY AND FEARS OF A RECESSION INTENSIFY 

 
• Equity markets around the world declined significantly 

this week, as global central banks took center stage, 
especially our very own Federal Reserve 
 

• When the final bell rung on Wall Street, U.S. equity 
markets retreated by magnitudes not seen since 
March 2020 
 

• The major U.S. equity markets all lost more than 4%, 
with the smaller-cap Russell 2000 dropping an ugly 
7.6%, followed by the S&P 500’s decline of 5.8% and 
the DJIA and NASDAQ, which both lost 4.8% 
 

• Every one of the 11 S&P 500 sectors retreated and the 
declines were big, with Consumer Staples (-4.4%) 
being the “best” performer and Energy (-17.2%) being 
the worst 
 

• The DJIA also hit a new 52-week low and fell below 
that purely psychological 30,000 point threshold 
 

• The Federal Reserve was the biggest newsmaker of 
the week, as the Fed decided to raise the target range 
for the fed funds rate by 75 basis points to 1.50-
1.75%, causing many to worry that the likelihood of 
the Fed being able to engineer a soft landing and 
avoid a recession to dwindle 
 

• In addition, Fed Chair Powell said at his press 
conference that the July meeting will likely see either 
a 50-basis point or 75-basis point rate hike 
 

• Other global central banks raised rates too, including 
the Bank of England (by 25 basis points) and the Swiss 
National Bank (by 50 basis point) – its first rate hike in 
15 years 
 

• Cryptocurrencies had a rough week too as there 
seemed to be a lot of panic selling, especially with 
Bitcoin that went from 25,000 to about 20,000 on the 
week 
 

• The only bright spot on the week was that the U.S. 
Dollar Index jumped 0.5% to 104.67 
 

• The 2-year Treasury yield jumped to 3.18% and the 10-
year Treasury moved up to 3.24% 
 

• Crude oil dropped more than 10% to just over 
$108/barrel 

 

Weekly Market Update – June 17, 2022 

 
 

Close Week YTD 

DJIA 29,889 -4.8% 
 

-17.7% 
 

S&P 500 3,675 -5.8% 
 

  -22.9% 
 

NASDAQ 10,798 -4.8% 
 

-31.0% 
 

Russell 2000 1,666 -7.6% 
 

-25.8% 
 

MSCI EAFE 1,823 -4.7% 
 

-21.9% 
 

Bond Index* 2,084.38 -1.59% 
 

-11.50% 
 

10-Year Treasury 3.24% +0.08% 
 

+1.6% 
 

*Source: Bonds represented by the Bloomberg Barclays US Aggregate Bond TR USD. 
This chart is for illustrative purposes only and does not represent the performance of 
any specific security. Past performance cannot guarantee future results 

 
Equities Hammered as Inflation Jumps 
Unexpectedly  
 
Everyone knew the Fed was going to raise rates and some 
might have been surprised at the 75 basis point-hike, the 
most aggressive since 1994. But Wall Street nonetheless 
traded much lower, as fears that a recession is in the 
cards spooked investors.  
 
Besides it being another big week of losses (the major 
equity indices were down over 4% last week too), we also 
saw the S&P 500 record its worst weekly drop since 
March 2020 and saw it firmly jump into bear market 
territory.  
 
For sure inflation continues to dominate Wall Street – as 
does the Fed’s response to inflation – and Wall Street 
appears to be preparing itself for another 75 basis point 
rate hike later this summer. At the same time, Fed Chair 



Powell insisted that “there's no sign of a broader 
slowdown that I can see in the economy.” 
 
But there was a lot of other economic news this week 
too, most of it not-good: 

• Building permits fell 7% in May to their lowest 
level since last September 

• Housing starts sank 14.4%, the biggest drop since 
the beginning of COVID 

• Weekly jobless claims came in higher than 
expected  

• There was a surprising contraction in Mid-Atlantic 
factory activity – the first since May 2020 

• There was a surprising contraction in New York 
factory activity too 

• Retail sales fell 0.3% in May, dragged down by a 
sharp decline in auto sales 

 
 
Fed Hikes Rates 75 Basis Points 
 
From the Federal Reserve press release dated June 15, 
2022: 
 
“Overall economic activity appears to have picked up 
after edging down in the first quarter. Job gains have 
been robust in recent months, and the unemployment 
rate has remained low. Inflation remains elevated, 
reflecting supply and demand imbalances related to the 
pandemic, higher energy prices, and broader price 
pressures. 
 
The invasion of Ukraine by Russia is causing tremendous 
human and economic hardship. The invasion and related 
events are creating additional upward pressure on 
inflation and are weighing on global economic activity. In 
addition, COVID-related lockdowns in China are likely to 
exacerbate supply chain disruptions. The Committee is 
highly attentive to inflation risks. 
The Committee seeks to achieve maximum employment 
and inflation at the rate of 2 percent over the longer run. 
In support of these goals, the Committee decided to raise 
the target range for the federal funds rate to 1-1/2 to 1-
3/4 percent and anticipates that ongoing increases in the 
target range will be appropriate. In addition, the 
Committee will continue reducing its holdings of Treasury 
securities and agency debt and agency mortgage-backed 
securities, as described in the Plans for Reducing the Size 
of the Federal Reserve's Balance Sheet that were issued in 
May. The Committee is strongly committed to returning 
inflation to its 2 percent objective.” 
 

Higher rates are all but certain to happen for the 
remainder of the year. The magnitude, however, depends 
on a number of factors.  
 
“Clearly, today’s 75 basis point increase is an unusually 
large one, and I do not expect moves of this size to be 
common,” said Fed Chair Jerome Powell. And Powell also 
said that decisions will be made “meeting by meeting.” 
 
Interestingly, as of the day after the Fed’s historic 
announcement, Wall Street assigned a probability of 
more than 80% that the Fed would raise rates by another 
75 basis points at their next meeting at the end of July. 

 
Retail Sales Drop 
 

On Wednesday, the U.S. Census Bureau announced the 
following advance estimates of U.S. retail and food 
services sales for May:  
 

• Advance estimates of U.S. retail and food services 
sales for May 2022 were $672.9 billion, a 
decrease of 0.3% from the previous month, but 
8.1% above May 2021 
 

• Total sales for the March 2022 through May 2022 
period were up 7.7% from the same period a year 
ago 
 

• Retail trade sales were down 0.4% from April 
2022, but up 6.9% above last year 
 

• Gasoline stations were up 43.2% from May 2021 
 

• Food services and drinking places were up 17.5% 
from last year 

 
 
Consumer Sentiment Hits Worst-Level Since The Great 
Recession 
 
The University of Michigan announced that “consumer 
sentiment declined by 14% from May, continuing a 
downward trend over the last year and reaching its 
lowest recorded value, comparable to the trough reached 
in the middle of the 1980 recession.  
 
All components of the sentiment index fell this month, 
with the steepest decline in the year-ahead outlook in 
business conditions, down 24% from May.”  
 
 



Consumer Sentiment Over the Last 10 Years 

 
 

 
Consumer Sentiment Over the Last 50 Years 

 
 
Further, consumers' assessments of their personal 
financial situation worsened by about 20%.  
 
 

 
 

Finally: 
 

• 46% percent of consumers attributed their 
negative views to inflation, up from 38% in May 
 

• This share has only been exceeded once since 
1981, during the Great Recession 
 

• Overall, gas prices weighed heavily on 
consumers, which was no surprise given the 65 
cent increase in national gas prices from last 
month (AAA) 
 

• Half of all consumers spontaneously mentioned 
gas during their interviews, compared with 30% 
in May and only 13% a year ago 
 

• Consumers expect gas prices to continue to rise a 
median of 25 cents over the next year 
 

• This is more than double the May reading and 
the second highest since 2015 
 

• Finally, a majority of consumers spontaneously 
mentioned supply shortages for the ninth 
consecutive month.” 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Sources: census.gov; umich.edu; msci.com; fidelity.com;nasdaq.com; wsj.com; 
morningstar.com; 

https://www.census.gov/retail/marts/www/marts_current.pdf
http://www.sca.isr.umich.edu/
https://www.msci.com/end-of-day-data-search
https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_performance.jhtml?tab=siperformance
https://www.nasdaq.com/market-activity/index/ixic
https://www.wsj.com/market-data/stocks/us/indexes
http://quotes.morningstar.com/indexquote/quote.html?t=XIUSA000MC&region=usa&culture=en-US

