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Stocks opened the year on a down note, with the S&P 500 falling 1.7% during the first week of 2022.  This mild 
drop masked some turmoil beneath the surface.  Value stocks remained above water, rising 1.1%, while growth 
stocks plunged, falling 4.5%, as measured by the Russell 1000 Indexes.  Looking at winners and losers across the 
sector level, Energy (+10.61%) and Financials (+5.36%) led the rally, while REITs (-5.00%), Tech (-4.69%), and 
Healthcare (-4.65%) led to the downside. 

Of course, the continued spread of the COVID-19 Omicron variant has investors and public health officials 
concerned, but perhaps the bigger reason for the market’s decline was the spike in long-term interest rates, with 
the benchmark 10 Year Treasury Note rising from 1.51% to 1.77% over the course of the week.  What caused the 
spike?  The minutes from the latest Federal Open Market Committee (FOMC) meeting revealed a more hawkish 
Fed than from its prior meetings.  The Fed has acknowledged its mistake in labelling inflation as transitory and is 
now grappling with how to tame the inflationary beast without sending the somewhat fragile economy into a new 
recession. 

As noted above, the rise in interest rates has disproportionally affected growth stocks.  Since the bulk of growth 
stocks get their earnings far into the future, when investor’s discount them back to the present under the current 
interest rate regime, the price investors will pay for these earnings shrink in value, ergo the marked decline in growth 
stocks.  Some investors are asking if we have seen this movie before, as recently as last year around the same 
time.  However, in 2021 interest rates gradually fell after the initial spike in 2021Q1.  Our sense is that this time may 
be a bit different since the Fed will tighten in 2022, but we will have to see how the earnings stories play out.  
Speaking of earnings, we are still a week or two away from the torrent of earnings reports from 2021Q4, and the 
closely watched guidance for the year ahead.  Each company will reveal the extent to which COVID and inflation 
remains a problem for their particular business.   

The economic calendar is fairly active this week.  All eyes will be on the Consumer Price Index (CPI) report that will 
be released on Wednesday.  Inflation is expected to remain at heightened levels, with some estimates in the 
neighborhood of 7%, a threshold which may further accelerate the Federal Reserve’s pace of tightening its monetary 
policy.  The Producer Price Index (PPI) report, a measure of wholesale inflation, will be released on Thursday.  Last 
month’s reading hit an alarming 9.6% annualized rate, the biggest reading in the eleven-year history of the report.  
Continued elevated readings for either measure could continue to roil the markets.  Rounding out the week on 
Friday, we have the Retail Sales report, as well as the preliminary Consumer Confidence report produced by the 
University of Michigan.  Both measures will provide a glimpse to what extent the latest Omicron variant and soaring 
inflation numbers has impacted the consumer.  

Market Scorecard: 1/7/2021 YTD Price Change 
Dow Jones Industrial Average 36,231.66 (0.29)% 
S&P 500 Index 4,677.03 (1.87)% 
NASDAQ Composite 14,935.90 (4.53)% 
Russell 1000 Growth Index 2,926.73 (4.82)% 
Russell 1000 Value Index 1,668.13 0.75% 
Russell 2000 Small Cap Index 2,179.81 (2.92)% 
MSCI EAFE Index 2,328.99 (0.30)% 
US 10 Year Treasury Yield 1.771% 26 basis points 
WTI Crude Oil $78.94 3.24% 
Gold $/Oz. $1,796.50 (1.86%) 

 
 
 
 



  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
    

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.  00161438 
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