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2022 April Financial Market Update 
- May 1, 2022 

 

Interest Rates, Interest Rates, and Interest Rates 
 
Talk of a steep series of rate hikes, persistently high inflation, recent recession worries, Covid 

lockdowns in China, and the backdrop of the war in Ukraine created stiff headwinds for stocks 

in April. 

Minus the war and lockdowns in China, the overriding themes since the beginning of the year 

have been inflation and how the Federal Reserve might react to inflation. During April, most 

Fed officials pulled few punches, and investor sentiment reflected the sour mood. 

Let’s review the table below. Stocks had a tough month as bond yields jumped. Furthermore, 

yields are up sharply since the beginning of the year. Without diving into a mind-numbing 

discussion of discounted cash flows, higher rates compete with stocks for an investor’s dollar. 

Index Monthly Return* %  
thru Apr 29, 2022 

YTD Return % 
 Dec 31, 2021 – Apr 29, 2022 

DJIA1 -4.91 -9.25 

NASDAQ Composite2 -13.26 -21.16 

S&P 500 Index3 -8.80 -13.31 

The Global Dow4 -6.93 -7.81 

Bond Yields Apr 29 Yield & Apr* Change Yield - % a/o Dec 31, 2021 

3-month T-bill 0.85        +0.33 0.06            

2-year Treasury 2.70        +0.42 0.73 

10-year Treasury 2.89        +0.57 1.52 

30-year Treasury 2.96        +0.52 1.90 

Commodities Apr 29 Price & Apr* Change Year end 2021 

Oil per barrel5 $104.69         +4.41 $75.21 

Gold per ounce6  $1,911.70     -42.30 $1,828.60 

Sources: U.S. Treasury, MarketWatch *March 31, 2022—April 29, 2022 
 
Last year, yields held at stubbornly low levels, despite high inflation. This year, the aggressive 

stance from Fed officials has moved the needle on bonds. 

Let’s look at a couple of remarks last month. “It is of paramount importance to get inflation 

down,” Fed Vice Chair Lael Brainard said in an early April speech (Wall Street Journal). 

“Paramount” is a strong word. It wasn’t an off-the-cuff comment. It came in prepared 

remarks. Since she had been considered more dovish (reluctant to aggressively raise interest 

rates to slow inflation), her comments suggested other dovish members are on board. 

San Francisco Fed President Mary Daly said high inflation “is as harmful as not having a job… 

If you don’t have the confidence (the Fed will use its inflation-fighting tools), let me give it to 
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you (CNBC).” 

What is the Fed trying to communicate? Well, Fed officials don’t want to surprise investors, 

especially if it involves rate increases. It’s better to hint at any pain rather than surprise with 

shock and awe.  

One closely followed measure from the CME Group suggests a 50 bp (basis point, 1 bp =0.01%) 

rate hike at the May 4th meeting is all but guaranteed. There is also a high probability May’s 

increase could be followed by 75 bp in mid-June, and another 50 bp in July. 

While there are no guarantees as economic conditions could change, such a path would put 

the fed funds rate at 2.00-2.25% after the July meeting, up from 0.25—0.50% today. 

It’s a magnitude of rate hikes we haven’t seen since 1994—see Figure 1, which is a repeat of 

last month’s graph. 

 

In the 2000s, the Fed’s tone was more measured: a series of 25 bp rate hikes over two years, 

as it ‘pre-emptively’ moved against inflation. It was even more gradual in the 2010s. Today, 

the Fed is ‘reacting’ to inflation, hoping to atone for last year’s mistake, since it mistakenly 

believed inflation was temporary. 

However, better-than-expected first quarter profits, according to Refinitiv, helped shield 

investors from even more volatility. Plus, most economic gauges point to economic growth.  

For instances, if the economy were slowing significantly, we would see it in an uptick in layoffs. 
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First-time claims for unemployment insurance are near the lowest since the late 1960s. As 

Figure 2 illustrates, continuing claims, which measures the number of individuals who receive 

regular benefits, is at the lowest reading in over 50 years. 

If those folks were struggling to find work, claims would be rising.  

 

Besides, anecdotal reports from various companies, including restaurants, travel, and 

entertainment, suggest the consumer is healthy. 

For example, an April 23rd story in the Wall Street Journal: 

Concert ticket prices soar on strong demand, not just inflation—Strong fan interest in 

better seats and experiences prompts more aggressive pricing at box office  

Consumers would be far more reluctant to shell out the big bucks if they weren’t feeling good 

about their finances. Recent GDP data from the U.S. BEA confirms strong spending on 

services, though we are seeing a modest shift away from goods. 

While wages aren’t keeping up with inflation, some stimulus money is still socked away in 

savings accounts, which is aiding spending. 

But higher interest rates and incomes that aren’t keeping up with inflation could eventually 

lead to greater resistance. We are not there yet, as the Federal Reserve hopes to slow inflation 

without leading the economy into a recession.  
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It will require skill and a little bit of luck. 

The recent rise in the dollar could help slow inflation for imported goods. Next, help with the 

supply chain would be welcome.  

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. 
 
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.  
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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. 


