In this month’s recap: Stocks fell as growing recession talk prompted investors to
manage risk in their portfolios.
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U.S. Markets
Stock prices were lower in June as recession talk prompted investors to manage risk in their
portfolios.
The Dow Jones Industrial Average lost 6.71 percent, while the Standard & Poor’s 500 Index fell
8.39 percent. The tech-heavy Nasdaq Composite dropped 8.71 percent. 1

Focus on Inflation
Markets grappled this month with an uncertain economic outlook. After a descent in the first
half of June, markets were further rattled by the May inflation report which showed an 8.6
percent increase, year-over-year, in the Consumer Price Index (CPI). Led by a 34.6 percent
increase in energy prices and a 10.1 percent rise in food prices, making this the highest rate of
increase since December 1981.2
The unwelcome CPI number raised concerns that the Fed would need to become more
aggressive with its rate hikes, making the prospect of a recession more likely.

Fed Raises Rates
Stocks briefly rallied after the Fed announced a hike in short-term interest rates of 75 basis
points. All Fed members said they expected rates to rise to at least 3 percent by year-end, with
half anticipating that rates may rise to 3.375 percent. 3

Powell’s Commitment
On June 22, Fed Chair Powell told Congress that the Fed was committed to combating inflation.
Stocks surged in the third week of the month on the premise that an economic slowdown may
allow the Fed to be less aggressive with future rate hikes. But the enthusiasm faded in the final

days of trading as choppy price action led to declines to close out the month.

Sector Scorecard
All industry sectors were lower in June, with declines in Communications Services (-9.82 percent),
Consumer Discretionary (-11.04 percent), Consumer Staples (-3.08 percent), Energy (-17.91
percent), Financials (-11.14 percent), Health Care (-3.02 percent), Industrials (-7.77 percent),
Materials (-14.41 percent), Real Estate (-7.64 percent), Technology (-9.48 percent) and Utilities
(-5.65 percent).4

What Investors May Be Talking About in July
Earnings season begins in early July, providing investors with key insights into the health of
American consumers. Companies will also communicate how they are navigating an increasingly
challenging economic landscape.
Since the start of 2022, stocks have become less expensive on the basis of their price/earnings
(P/E) ratios. When the stock market hit an all-time high on January 3, 2022, the forward P/E ratio
for the S&P 500 index was 21.4. The 25-year average P/E sits at 16.5, for the period ended May
12, 2022. At the end of June 2022, the average forward P/E was 15.9. 5,6
Each quarter, the degree to which the stock market responds to corporate earnings varies. But
as investors grapple with a cloudy outlook, company reports over the next four to six weeks may
serve as an important barometer for measuring the nation’s economic health and evaluating
stock prices.

TIP OF THE MONTH

New parents can sometimes spend a little too much on cute and trendy stuff.
Here’s a test: will the item improve the quality of care for your baby? If not, leave
it at the store.

World Markets
Slowing economic activity and rising inflation dragged overseas markets lower, with the MSCIEAFE Index sliding 8.07 percent last month.7
Major European markets were under pressure this month, as they faced increasing economic
and geopolitical headwinds. Italy fell to -12.86 percent, while Germany dropped to -10.95
percent. Meanwhile, France dipped to -8.31 percent, as Spain decreased to -7.63 and the U.K.
to -5.77 percent.8
Pacific Rim markets were lower with the exception of Hong Kong, which rose 2.08 as China
emerged from its COVID lockdown. Korea fell -14.17 percent, Australia -9.31 percent and Japan
-4.93 percent.9

Indicators
Gross Domestic Product: The final estimate of first quarter GDP growth was revised lower to 1.6 percent.10
Employment: Employers added 390,000 new jobs in May, which represented a slower pace
than previous months despite a healthier number than expected. The unemployment rate
remained unchanged at 3.6 percent, while wage growth moderated from 5.5 percent in April to
5.2 percent in May.11
Retail Sales: Retail sales fell 0.3 percent in May, perhaps reflecting the squeeze from higher
costs and interest rates. Excluding gasoline sales, retail sales fell 0.7 percent. 12
Industrial Production: Output at the nation’s factories, mines, and utilities rose 0.2 percent, the
fifth consecutive monthly increase.13
Housing: Housing starts fell to their lowest level in over a year, declining 14.4 percent in May.
Single-family homes dropped 9.2 percent, while multiple family housing sagged 26.8 percent. 14
Sales of existing homes fell 3.4 percent in comparison to April and were 8.6 percent lower than
a year ago. It was the weakest reading since June 2020. 15
New home sales posted their first gain this year, rising 10.7 percent in May. 16
Consumer Price Index: Consumer prices rose 8.6 percent from May 2021 levels, the highest
rate since December 1981. Energy (+34.6 percent) and food (+10.1 percent) prices led the
year-over-year increase in the Consumer Price Index (CPI). On a month-to-month basis, the CPI
rose well above the consensus estimate of 0.7 percent to a full 1 percent. 17
Durable Goods Orders: New orders for long lasting goods rose 0.7 percent in May, making it
the seventh out of the last eight months that orders have increased. 18

QUOTE OF THE MONTH

“Golf is deceptively simple and endlessly complicated; it satisfies
the soul and frustrates the intellect. It is at the same time
rewarding and maddening—and it is without a doubt the
greatest game mankind has ever invented.”
ARNOLD PALMER

The Fed
The Federal Reserve announced a 0.75 percent hike in the federal funds rate. It was the biggest
rate increase since 1994.19
The announcement was made following the June 14–15 meeting of the Federal Open Market
Committee (FOMC). The FOMC also indicated new rate projections, showing that all members
expect rates to rise to at least 3.0 percent by year-end and half the members expecting rates to
rise to 3.375 percent.
The 75-basis-point rate increase was higher than earlier Fed guidance of a 50-basis-point
increase and a response to recent inflation data and rising inflationary expectations. 19
MARKET INDEX

Y-T-D CHANGE

June 2022

DJIA

-15.31%

-6.71%

NASDAQ

-29.51%

-8.71%

S&P 500

-20.58%

-8.39%

BOND YIELD

Y-T-D

June 2022

10 YR TREASURY

1.46%

2.97%

Sources: Yahoo Finance, June 30, 2022.
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THE MONTHLY RIDDLE

Tim says he heard that you can find $200 stuffed between
pages 147 and 148 of a romance novel at the library. What
detail convinces you that he is wrong?
LAST MONTH’S RIDDLE: It has a back and four legs, yet it can't run. It has two arms, but no hands. You
don’t keep it as a pet, but you likely have one in your home right now. What is it?
ANSWER: A couch.

Know someone who could use information like this?
Please feel free to send us their contact information via phone or email. (Don’t worry – we’ll
request their permission before adding them to our mailing list.)
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