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U.S. stock markets traded higher last week with hopeful signs coming out of the Russia-Ukraine negotiations in 
Istanbul last Tuesday, however the rally fizzled out towards the end of the week and the U.S. equity markets finished 
the week near the levels where they started.  Only time will tell if Russia is going to follow through on its promise to 
scale back operations in Ukraine, but investors could get enthusiastic if one of the headwinds markets have been 
facing this year may see some type of resolution, although it could be a fragile one.  S&P 500 closed the month of 
March up 4%, however closed the volatile first quarter of the year down -5%. 

U.S. bonds wrapped up the worst quarter in more than 40 years during the last 3 months.  Long-term bond holders 
have suffered major losses year-to-date.  By way of example, the 20+ year Treasury Bond Index is down 11% in 
2022 as the yield on the long-term bonds have increased from 1.91% to 2.54% in the first quarter.  Beacon’s fixed 
income strategies fared much better, thanks to their focus on bonds with limited interest rate sensitivity.  
Commodities posted the best performance in 32 years due to supply challenges, up 29% year-to-date. 

What kept investors on the edge last week was the so called “yield curve inversion” whereby short term bonds’ 
yields exceed those of long term bonds, in what is typically a sign of an upcoming recession, albeit it could still be 
years away.  While the 2yr – 10yr Treasury yield curve briefly inverted by a few basis points for the first time since 
2019, the length and the magnitude of the inversion is also important, hence we do not assign a high probability of 
a recession in the near term based on an intraday and tiny inversion of the yield curve.  In fact, the 1yr price return 
on the S&P 500 index was positive in 6 out of the last 8 inversions, with an average return of +11.5%, as shown in 
the below chart.  While the war in Ukraine poses important risks to growth in U.S. and around the world, our 
economic outlook for 2022 does not include a recession. 

 

 

 



  

 

ADP reported last week that private payrolls increased by 455,000, slightly ahead of the 450,000 estimate.  The 
more closely watched nonfarm payrolls report also showed robust jobs growth of 431,000 on Friday and the 
unemployment rate dropped from 3.8% to 3.6%, around the pre-pandemic level low.  The labor markets remain 
tight with 11.3 million job openings against a pool of 6.3 million unemployed people, leaving a record gap of 5 million 
jobs that cannot be filled with available workers.  Average hourly earnings are up 5.6% year-over-year, slightly more 
than expected.  The Federal Reserve officials are watching the jobs numbers and labor markets closely as they 
continue to combat rising prices across the U.S. economy. 

The Fed is also keeping an eye on the personal consumption expenditures (PCE) index, which increased to 5.4% 
from a year ago excluding food and energy prices, the highest increase since 1983.  The index was a touch lower 
than the 5.5% estimate and its monthly increase of 0.4% was in line with the estimates.  Fed’s next meeting is 
scheduled for May 3-4. 

The Biden administration released its 2023 federal budget proposal last week.  In light of increasing geopolitical 
uncertainty, the proposal includes $31 billion in new defense spending for the Defense Department, which will bring 
the total national defense spending to $813 billion.  It also includes higher spending for the Justice Department to 
fight crime at home, and higher state and local law enforcement grants for hiring new police officers.  

To pay for the additional spending, Biden’s proposal includes provisions to raise the corporate tax rate to 28%, 
which is the midpoint between the current rate of 21% and the previous rate of 35% in 2017.  Another revenue 
raiser is restoring the top tax bracket for people making $450,000 or higher from the current rate of 37% back to 
39.6%, which is the rate it is scheduled to revert back to in four years.  Perhaps the most eye catching and 
controversial proposal is imposing a 20% minimum tax rate on the top 0.01% of earners and households worth 
more than $100 million; the so-called “Billionaire Minimum Tax”.  Historically, budget proposals have been just that, 
and making any changes to the tax code will prove especially difficult this year, given the narrow window before the 
midterm elections in November. 

The administration also decided to release an unprecedented 1 million barrels of oil per day from country’s strategic 
petroleum reserve for several months, up to 180 million barrels in total, in an effort to cool soaring crude oil prices 
which have surged to record highs after Russia’s invasion of Ukraine and subsequent supply concerns.  Several 
states have suspended gas taxes to ease the financial burden from rising gas prices on consumers as well.  The 
benchmark West Texas Intermediate futures dropped by 6% from $113.90 to $99.27 per barrel last week. 

Home prices rose 19.2% from last January to this January, up from the 18.9% increase last year.  Phoenix, Tampa, 
and Miami topped the annual gains with 28% - 33% rates of home appreciation.  Strong demand and tight supply 
kept the housing market strong, although higher mortgage rates began to affect sales since January.  We will likely 
see weaker housing numbers in the February and March reports.  Some of the early indicators such as pending 
home sales and mortgage demand are already pointing in that direction.  Pending home sales are down four months 
in a row, and new mortgage applications are down 10% from a year ago.  

On the healthcare front, the Food and Drug Administration (FDA) approved a fourth dose of the Pfizer and Moderna 
Covid vaccines for people age 50 and older and certain younger individuals with compromised immune systems.  
FDA cited waning immunity from the vaccines and the increase in virus transmission in colder months as the 
reasons to recommend a booster shot in the Fall.  Drugmakers will also likely switch to a different vaccine formula 
that targets the most recent variants. 

The economic calendar will be very light this week with the ISM Services report being the only major economic 
release.  The Fed calendar will be quite busy however with the Fed Governor Lael Brainard speaking on Tuesday, 
in addition to the speeches from New York Fed, Chicago Fed, Atlanta Fed, Philadelphia Fed, and St. Louis Fed 
presidents throughout the week.  FOMC minutes from the March Fed meeting that saw the first rate hike since 2018 
will also be released, giving us further insights on the changes to the U.S. monetary policy. 

 



  

 

 

Market Scorecard: 4/1/2022 YTD Price Change 
Dow Jones Industrial Average 34,818.27 (4.18)% 
S&P 500 Index 4,545.86 (4.62)% 
NASDAQ Composite 14,261.50 (8.84)% 
Russell 1000 Growth Index 2,800.46 (8.93)% 
Russell 1000 Value Index 1,642.89 (0.78)% 
Russell 2000 Small Cap Index 2,091.11 (6.87)% 
MSCI EAFE Index 2,171.14 (7.06)% 
US 10 Year Treasury Yield 2.39% 87 basis points 
WTI Crude Oil $99.27 31.99% 
Gold $/Oz. 1,923.70 5.20% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
    

Important Information: Beacon Investment Advisory Services, Inc. (“BIAS”) is an SEC registered investment adviser, under the name Beacon Trust, and 
is wholly owned by Beacon Trust Company (“BTC”), which is a subsidiary of Provident Bank.  Provident Bank is a subsidiary of Provident Financial Services, 
Inc., a holding company whose common stock is traded on the New York Stock Exchange.  Beacon Trust may only transact business in those states 
where they are notice filed or qualify for a corresponding exemption from notice filing requirements.  Additional information is contained in the respective 
Form ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment Adviser Public Disclosure website at 
http://www.adviserinfo.sec.gov. 

SECURITIES AND INVESTMENT PRODUCTS:  Not FDIC Insured | May Lose Value | No Bank Guarantee 

This publication is limited to the dissemination of general information pertaining to the wealth management products and services offered by Beacon to 
U.S. residents of those states where not prohibited by applicable law.  No portion is to be construed as a solicitation to effect transactions in securities 
or the provision of personalized investment, tax, or legal advice.  Investing involves risks which may lead to losses, including loss of principal.  Different 
types of investments involve varying degrees of risk and there can be no assurance that any specific investment will be profitable.  Any reference to a 
market index is included for illustrative purposes only, as it is not possible to directly invest in an index.  Indices are unmanaged vehicles that serve as 
market indicators and do not account for the deduction of management fees or transaction costs generally associated with investable products, which 
otherwise have the effect of reducing the performance of an actual investment portfolio.  Calculation methodologies are available from BIAS upon 
request. 
Past performance is not a predictor of future results.  It should not be assumed that any information discussed herein will prove to be profitable or that 
decisions in the future will be profitable or provide specific performance results.  Any discussion of tax matters contained within this communication 
should not be used for the purpose of avoiding U.S. tax related penalties or promoting, marketing, or recommending to another party any transaction or 
matter addressed herein.  Beacon Trust does not provide legal advice.  00165612 
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