
 
MARKETS RETREAT AGAIN AS INFLATION RAGES, WALL STREET PREPARES 
FOR FED RATE HIKES AND THE WORLD BRACES FOR A RUSSIA INVASION 

 
 

• U.S. equity markets retreated this week, mostly 
driven by intensifying Russia/Ukraine 
developments but also by disappointing earnings 
from a few large growth names 
 

• On the week, the mega-cap DJIA (-1.9%) dropped 
the most, with NASDAQ (-1.8%) and the S&P 500 
(-1.6%) right behind and the smaller cap Russell 
2000 (-1.0%) bringing up the rear 
 

• Tensions and worries of a Russian invasion of 
Ukraine ranged from “might-not-happen” to 
“Wednesday-is-the-day” to “imminent” and Wall 
Street’s mood seemed to reflect the wild range of 
predictions 
 

• There was definitely a flight to safety as the 10-
year Treasury hit 2.06% mid-week, before ending 
the week at 1.93% 
 

• Ten of the 11 S&P 500 sectors ended the week in 
negative territory, with just the Consumer Staples 
(+1.1%) sector advancing  
 

• In an about-face, the Energy sector (-3.7%) was 
the worst performer as oil prices dropped about 
2% to $91.21/barrel 
 

• From a corporate earnings perspective, a few 
high-profile names missed earnings and suffered 
as a result, including NVIDA, Shopify, Roku, 
DraftKings and Redfin 
 

• The 2-year Treasury yield declined to 1.47%, as 
Wall Street is thinking that the Fed might be less 
aggressive depending on what happens in 
Ukraine 
 

• The probability for a 50 basis-point increase in 
March dropped to about 21%, after reaching 
almost 50% this time last week 
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Close Week YTD 

DJIA 34,079 -1.9% 
 

-6.2% 
 

S&P 500 4,349 -1.6% 
 

-8.8% 
 

NASDAQ 13,548 -1.8% 
 

-13.4% 
 

Russell 2000 2,009 -1.0% 
 

-10.5% 
 

MSCI EAFE 2,235 -1.9% 
 

-4.3% 
 

Bond Index* 2,264.43 0.20% 
 

-3.85% 
 

10-Year Treasury 1.93% -0.03% 
 

0.4% 
 

*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 

 
Markets Retreat Again as Russia and the Fed 
Dominate the News  
 
The themes of this week were the exact same themes as the 
prior week: more inflation and worries about a Russian 
invasion of Ukraine. And while the former saw the Producer 
Price Index leap almost 10% year-over-year, it was the latter 
that pushed Wall Street’s emotions all over the board. 
 
When the market closed on Friday afternoon, the major U.S. 
equity indices recorded their second consecutive weekly 
decline, pushing the YTD numbers further into the red. All 
the major U.S. equity indices recorded losses of at least 1% 
and now NASDAQ and the Russell 2000 are solidly within 
the double-digit loss column for 2022, with the S&P 500 
about one poor trading day away and the DJIA about two 
away. 



 
If there was any good news on the week, it was that trading 
volumes were light as Wall Street eagerly awaited the 
upcoming long weekend (markets are scheduled to be 
closed on Monday, February 21, in observance of Presidents 
Day). 
 
The story of the week was whether Russia was about to 
attack Ukraine and conflicting reports seemed to push 
markets around all week. Early in the week, markets 
dropped when “reports” that an attack was coming on 
Wednesday at 3 am were circulated. Then on Tuesday, 
markets rallied after Russian President Vladimir Putin said 
he was hopeful for a diplomatic solution as more “reports” 
that Russia was pulling back some of its troops made the 
rounds. Then markets went south again on Thursday after 
U.S. officials said that an invasion was “imminent.” 
 
The Federal Reserve almost seemed determined to take 
headlines away from Russia and on Monday, Saint Louis Fed 
President James Bullard told a reporter that the Fed’s 
“credibility was on the line.” Then on Thursday, Bullard said 
in another interview that he expected a full percentage 
point of fed funds rate increases by July. But what was 
surprising was that Bullard stated that his views were the 
consensus among fellow policymakers. By Friday afternoon, 
futures markets were pricing in an almost 80% probability of 
a 25 basis-point hike in March. 
 
Lost in the Russia-Russia-Fed-Russia news cycle was a ton of 
economic news too, including that: 
 

• Retail sales jumped 3.8% in January from December 
 

• Industrial production gained 1.4% in January, well 
above expectations 
 

• January housing starts fell to a 1.638 million annual 
rate from 1.708 million in December, below 
expectations  
 

• Housing permits rose to an above-expected annual 
rate of 1.899 million in January 
 

• The Philadelphia Fed's manufacturing index came in 
at 16.0, below expectations 
 

• Jobless claims rose 23,000 to 248,000, above 
expectations 
 

• The real estate market saw a 6.7% jump in sales of 
existing units in January  

 
 

More Inflation Numbers as Producer Price 
Index Rises 1% in January and Leaps 9.7% 
for the Last 12-Months 
 
On Tuesday, the U.S. Bureau of Labor Statistics reported 
that the Producer Price Index for final demand increased 
1.0% in January. This rise followed advances of 0.4% in 
December 2021 and 0.9% in November.  
 
On an unadjusted basis, final demand prices moved up 
9.7% for the 12 months ended January 2022.  

 
 

 

 
 

Final Demand Services 
 
Prices for final demand services advanced 0.7% in January, 
the same as in December. Three-fourths of the rise in 
January can be traced to a 0.9% increase in the index for 
final demand services less trade, transportation, and 
warehousing. Likewise, margins for final demand trade 
services moved up 0.6%. (Trade indexes measure changes in 
margins received by wholesalers and retailers.) Prices for 
final demand transportation and warehousing services were 
unchanged.   
 
Product Detail: A major factor in the January increase in the 
index for final demand services was hospital outpatient care 
prices, which rose 1.6%. The indexes for machinery and 
vehicle wholesaling; apparel, jewelry, footwear, and 
accessories retailing; traveler accommodation services; 
portfolio management; and truck transportation of freight 
also moved higher. Conversely, margins for fuels and 
lubricants retailing fell 9.7%. The indexes for transportation 
of passengers (partial) and for physician care also 
decreased.  



 

Final Demand Goods 
 
Prices for final demand goods advanced 1.3% in January 
after declining 0.1% in December. Over 40% of the broad-
based increase can be traced to a 0.8% rise in the index for 
final demand goods less foods and energy. Prices for final 
demand energy and for final demand foods also moved 
higher, 2.5% and 1.6%, respectively.  
 
Product detail: Within the final demand goods category in 
January, the index for motor vehicles and equipment rose 
0.7%. Prices for diesel fuel, gasoline, beef and veal, dairy 
products, and jet fuel also increased. In contrast, the index 
for iron and steel scrap decreased 10.7%. Prices for 
unprocessed finfish and for natural gas also moved lower. 
 

 
 

 
 

Existing-Home Sales Rose in January 
 
On Friday, the National Association of Realtors reported 
that existing home sales rose 6.7% in January and that on a 
month-over-month basis, each of the four major U.S. 
regions experienced an increase in sales in January.  
 
However, year-over-year activity was mixed as two regions 
reported sagging sales, another watched sales increase and 
a fourth region remained flat. 
 

 
Highlights from the release were: 
 

• In January 2022, existing-home sales rose to a 
seasonally adjusted annual rate of 6.5 million – an 
increase of 6.7% from the prior month, with sales 
up in all regions. 

• At the end of December, the inventory of unsold 
existing homes fell to a new all-time low of 860,000, 
which is equivalent to 1.6 months of the monthly 
sales pace, also an all-time low. 

• The median existing-home sales price rose at a 
stronger pace of 15.4% on a year-over-year basis, to 
$350,300. 

 
Most interesting quote was as follows: "The inventory of 
homes on the market remains woefully depleted, and in fact 
is currently at an all-time low.” 

 
Regional Breakdown 
 

• Existing-home sales in the Northeast grew 6.8% in 
January, posting an annual rate of 780,000, an 8.2% 
decline from January 2021. The median price in the 
Northeast was $382,800, up 6.0% from one year 
ago. 
 

• Existing-home sales in the Midwest rose 4.1% from 
the prior month to an annual rate of 1,510,000 in 
January, equal to the level seen from a year ago. 
The median price in the Midwest was $245,900, a 
7.8% rise from January 2021. 
 

• Existing-home sales in the South jumped 9.3% in 
January from the prior month, reporting an annual 
rate of 2,940,000, a gain of 0.3% from one year ago. 
The median price in the South was $312,400, an 
18.7% surge from one year prior. For the fifth 
straight month, the South witnessed the highest 
pace of appreciation. 
 

• Existing-home sales in the West increased 4.1% 
from the previous month, registering an annual rate 
of 1,270,000 in January, down 6.6% from one year 
ago. The median price in the West was $505,800, 
up 8.8% from January 2021. 

 
 
 
 

Sources: bea.gov; nar.realtor; msci.com; fidelity.com;nasdaq.com; 
wsj.com; morningstar.com 

https://www.bls.gov/news.release/ppi.nr0.htm
https://www.nar.realtor/newsroom/existing-home-sales-surge-6-7-in-january
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

