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2022 January Financial Market Update 
- February 1, 2022 

 

 
January’s Rocky Start 

January was an uncertain month for investors. It didn’t take long for a more aggressive stance 

by the Federal Reserve to inject volatility into the market. But does the first month set the 

tempo for the rest of the year? Before we delve into the “what and why,” let’s look at what 

is popularly known as the January barometer. 

Index Monthly Return* %  

thru Jan 31, 2022 

YTD Return % 

 Dec 31, 2021 – Jan 31, 2022 

DJIA1 -3.32 -3.32 

NASDAQ Composite2 -8.98 -8.98 

S&P 500 Index3 -5.26 -5.26 

The Global Dow4 +0.57 +0.57 

Bond Yields Jan 31 Yield & Dec* Change Yield - % a/o Dec 31, 2021 

3-month T-bill 0.22        +0.16 0.06            

2-year Treasury 1.18        +0.45 0.73 

10-year Treasury 1.79        +0.27 1.52 

30-year Treasury 2.11        +0.21 1.90 

Commodities Jan 31 Price & Jan* Change Year end 2021 

Oil per barrel5 $88.15         +12.94 $75.21 

Gold per ounce6  $1,796.40     -32.20 $1,828.60 

Sources: U.S. Treasury, MarketWatch *December 31, 2021—January 31, 2022 

 

The January barometer suggests that the performance of the S&P 500 Index in January 

foreshadows the performance for the rest of the year. But does it really work? 
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Since 1945, the January barometer has held true roughly 75% of the time when January was 

positive, according to Fidelity Investments. That is to say, in most cases, an up January has led 

to an up year. 

One reason may be fairly simple: the historical proclivity of stocks to rise. However, what 

happens when January finishes in the red, as we saw last month? Well, the answer is less 

clear.  

Going back to 1950, in 14 out of 28 years when January ended lower, the stock market gained 

ground during the year, sometimes by a very substantial amount. That was the case in 2020 

and 2021. 

Of course, what happens in the past does not always correctly predict what will happen in the 

future. There are much more important fundamental factors, including profits, the economy, 

monetary policy, interest rates, and more. 

The Fed—no more Mr. Nice Guy 

Last year’s kinder and gentler Federal Reserve has been replaced by a Fed that is rattling its 

saber. It’s a far cry from a year ago when Fed Chief Powell suggested there would be no rate 

hikes through at least 2023. 

Figure 1 illustrates the Fed has been much more patient this time around. In the last cycle, it 

began a gradual series of rate hikes in 2015 when inflation was low, and the jobless rate was 

5.0%. Today, the Fed is behind the inflation curve and strongly hinted it would like to catchup. 

But trying to rein in inflation without causing an economic hard landing could be a challenge. 
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In December, the Fed’s own Economic Projections suggested three, ¼ percentage-point rate 

hikes in 2022. In early January, several Fed officials suggested at least four. By month’s end, 

Fed Chief Powell wouldn’t rule out the possibility of one rate hike per meeting (there are eight 

schedule meetings each year; January was the first). 

Nearly all observers expect the first rate increase to occur in March.  

How might rising interest rates slow inflation? The Fed sees higher interest rates as a way to 

put the brakes on faster economic growth, slow overall demand, and take pressure off prices. 

The economy ended the year with an annualized growth rate of 6.9% in the fourth quarter, 

according to the U.S. BEA. Last year, three of the four quarters saw economic growth north 

of 6%. That’s impressive. 

Strong economic growth lowered the jobless rate to 3.9% as of December, per the U.S. BLS. 

Further, significant labor shortages in some industries are pushing up wages while supply 

chain disruptions are exacerbating inflation. Wage hikes are great for workers, but they can 

also lead to higher prices. 

As we enter February, investors are attempting to price in higher interest rates, which could 

offer stiffer competition to stocks. However, economic growth supports higher profits, which 

aid stocks. It’s akin to an economic tug of war. 

Expecting volatility 
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If we travel back 100 years, we’d find that volatility is the norm. According to CNBC, the 

average intra-year peak to trough in the stock market going back to 1928 was 16.5%. In 59 of 

94 years, intra-year losses were in excess of 10%. In 24 of the 94 years, losses topped 20%. 

Yet, in most cases, stocks finished the year higher. 

Since 1921, the Dow posted an annual advance 70% of the time, per TradingNInvestment. 

What unnerves some investors is the idea that stocks seem to take the stairs up and the 

elevator down. 

Since peaking early in the year, the S&P 500 Index’s peak-to-trough decline was 9.8%, 

according to St. Louis Federal Reserve data. It’s just shy of an official correction of 10%. The 

decline in the tech-heavy Nasdaq was more pronounced. 

And, according to the Wall Street Journal, speculative and unprofitable firms have been hit 

the hardest. To paraphrase Warren Buffett, you find out whose swimming without clothes 

when the tide goes out. 

As we’ve cautioned in the past, making investment decisions based on market action is rarely 

profitable. A disciplined approach based on one’s long-term goals has historically been the 

straightest path to reaching one’s financial goals.  

If you have any questions or want to discuss any other matters, please feel free to reach out 

to your advisor. 

 

1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into 
directly.  Past performance does not guarantee future results. 
2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance 
does not guarantee future results. 
3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past 
performance does not guarantee future results. 
4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past 
performance does not guarantee future results. 
5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 
6 CME Group continuous contract; Prices can and do vary; past performance does not guarantee future results. 

 

It is important that you do not use this e-mail to request or authorize the purchase or sale of any 
security or commodity, or to request any other transactions. Any such request, orders or instructions 
will not be accepted and will not be processed. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and 
are not intended as a solicitation to buy, hold, or sell any securities. Nothing contained herein 
constitutes tax, legal, insurance, or investment advice. Please consult the appropriate professional 
regarding your individual circumstance. 
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Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment 
information, securities and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, 
offer a fixed rate of return and guaranteed principal value. U.S. government bonds are issued and 
guaranteed as to the timely payment of principal and interest by the federal government. Treasury 
bills are certificates reflecting short-term (less than one year) obligations of the U.S. government. 
 
Past performance is not a guarantee of future results.  
 
Different investments involve different degrees of risk, and there can be no assurance that the future 
performance of any investment, security, commodity or investment strategy that is referenced will be 
profitable or be suitable for your portfolio.  
 
The information has been obtained from sources considered to be reliable, but we do not guarantee 
that the foregoing material is accurate or complete. The information contained in this report does 
not purport to be a complete description of the securities, markets, or developments referred to in 
this material.  
 
The information contained is not a complete summary or statement of all available data necessary for 
making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your 
financial advisor and determine how a security may fit into your investment portfolio, how a decision 
may affect your financial position and how it may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic 
conditions. 
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