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There were a few key events driving markets last week, with the midterm elections being the key focus heading into 
the week.  The S&P 500 advanced 1.5% over the course of Monday and Tuesday, with the markets keying in on 
the idea that Republicans would take the House with the Democrats retaining the Senate.  With victories in key 
Senate races in Arizona and Nevada, Democrats are set to maintain a narrow majority in the Senate, with a runoff 
election for Georgia slated for December 6th.  Control of the House remains undecided; however, it does appear 
that the Republicans will end up with a majority, resulting in a divided government as expected.  Simply moving 
past the uncertainty created by the midterm elections tends to be a positive catalyst for the market, with a divided 
government typically being well received as it lessens the chances of any significant policy changes occurring.   

After moving down a few percent on Wednesday, the market’s attention shifted to the October CPI (consumer price 
index) report which was released last Thursday, and showed inflation easing more than expected.  The headline 
CPI number rose by 7.7% year-over-year, moderating from 8.2% in the prior month and coming in lower than 
expectations of 7.9%.  The monthly increase was 0.4%, the same reading as in the prior month and lower than 
expectations for a 0.6% increase.  Core CPI also came in lower than expected, increasing 6.3% year-over-year, 
down from the prior reading of 6.6% and less than the expected increase of 6.5%.  The monthly figure for Core CPI 
came in with an increase of 0.3%, down from the prior reading of 0.6% and less than the 0.5% increase that was 
anticipated.  The meaningfully lower than expected inflation figures drove a downward repricing as far as 
expectations as to where the Fed funds rate will ultimately end up, driving a significant rally in equity markets and 
a move down in yields.  The S&P 500 closed up 5.54% on Thursday, with stocks that have been disproportionately 
impacted by higher inflation and interest rates, such as technology stocks, outpacing the broader market as 
evidenced by the 7.35% increase for the Nasdaq on the day.  The 10-year treasury yield saw a significant move 
down, closing the day at 3.83%, down from the prior day’s close of 4.15%.  The market followed through with the 
rally on Friday, with the S&P 500 up 0.92% on the day, and the Nasdaq again outpacing, closing up 1.88% on the 
day.  The S&P 500 ultimately closed the week up 5.8%, with the Nasdaq up 8.7% for the week.  Although a market 
rally off of lower than expected inflation figures stands to reason, the magnitude of the move up was undoubtedly 
magnified by short-covering (investors having to unwind overly bearish bets) and algorithmic trading.   

The lower-than-expected inflation reading is welcome news to the Fed, however they have made it clear that no 
single data point will be sufficient for them to meaningfully shift their stance of continuing to tighten monetary policy, 
and that they will want to see several data points confirming a downward trend in inflation before they will more 
meaningfully consider doing so.  Although now less than anticipated heading into the CPI report, the markets are 
still pricing in several more interest rate increases including a 0.50% increase in December, with the Fed funds rate 
now expected to end up in the 4.75%-5.00% range (currently 3.75%-4.0%).  Labor market data releases, which 
have generally continued to underscore a strong jobs market, will also continue to serve as critical data points in 
terms of the Fed’s monetary policy going forward.   

Although we do not invest in cryptocurrency for our clients, we continue to monitor the on-going volatility in crypto 
markets amidst the fallout from the bankruptcy of crypto exchange FTX, in terms of the broader regulatory 
environment and any potential spillover effects to mainstream markets.  In the face of on-going volatility and policy 
uncertainty, we continue to focus on crafting and managing well diversified portfolios and maintaining sufficient 
liquidity for our clients, with a continued focus on the long-term. 

Roughly 91% of companies in the S&P 500 have reported earnings, with 69% of companies exceeding earnings 
expectations (lower than longer-term averages), and 71% exceeding revenue expectations.  The blended earnings 
growth rate for the S&P 500 thus far is 2.2%, significantly lower than the 8%-9% earnings growth expectations that 



  

 

were put forward at the end of the 2nd quarter, and the lowest since Q3 of ’20.  We have discussed in prior write-
ups that earnings expectations looked to be elevated/likely needed to come down for the quarter.  We also believe 
this to be true with respect to next year’s earnings for the S&P 500.   

It will be a busy week for economic data releases, including the Empire state and Philadelphia Fed manufacturing 
indices, the PPI (producer price index), retails sales data, housing starts and existing home sales, and the LEI 
(leading economic index) all on tap. 

 
 

 Market Scorecard:  11/11/2022  YTD Price Change  
Dow Jones Industrial Average  33,747.86  (7.13)%  
S&P 500 Index  3,992.93  (16.22)%  
NASDAQ Composite  11,323.33  (27.62)%  
Russell 1000 Growth Index  2,296.49 (25.32)%  
Russell 1000 Value Index  1,531.21 (7.52)%  
Russell 2000 Small Cap Index  1,882.74  (16.15)%  
MSCI EAFE Index  1,918.41 (17.88)%  
US 10 Year Treasury Yield  3.82%  231 basis points  
WTI Crude Oil  $88.96  18.28%  
Gold $/Oz.  $1,769.40  (3.24)%  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
    

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.  00173213 
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