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Financial Markets
Equity markets experienced a second strong 
weekly rally, separated by a mildly soft but still 
positive week.  An inspiration for investors was a 
surprisingly good inflation report.  The Consumer 
Price Index rose 8.5%.  While an 8.5% inflation 
rate is nothing to write home about, it is better than 
the prior month’s 9.1%.  It appears as if inflation is 
moving in the right direction, which leads us to our 
title.  Investors buy and sell on expectations.  For 
much of this year, financial markets have trended 
lower because investors feared elevated inflation 
would lead to higher interest rates and, perhaps, a 
Fed policy-induced recession in the future.  As bad 
economic news persisted, it was hard to know the 
direction of the economy, so markets were being 
priced with no strong sense of where things would 
end.  When in doubt, investors are bearish and 
markets fall.  There remain mixed signals of where 
the economy and interest rates are headed, but 
last week’s better than expected inflation report 
and the Fed’s strong anti-inflation message may 
have convinced investors that, although still a 
problem, inflation may be on the way down.  This 
has allowed market participants’ expectations to 
improve and price lower inflation into the market.

As we wrote earlier, it was an excellent week for 
financial markets.  The Dow rose 2.92%, the S&P 
500 rose 3.26%, while the NASDAQ rose 3.08%.  
It was a good week indeed, but we remind 
investors that expectations are fickle and can 
change rapidly.

Economics
Earlier, we wrote about the surprisingly positive 
inflation report released last week.  That clearly 
was the most written about economic news, but 
there were other noteworthy items from this past 
week.  One central bank diverged from the rest, 
employment statistics remained surprisingly strong, 
the first shipments of grain sailed out of Ukraine, 
and tensions between China and Taiwan 
continued.

We have written quite a bit about central banks 
and their role in the global economy.  There is not 
much to add except that they, with the notable 
exception of China, are now on the same path.  
The U.S. Federal Reserve is clearly the most 
aggressive with monetary tightening, with 
Ms. Lagarde and the ECB catching up.  This 
is certainly a positive.

U.S. employment gains remain somewhat of a 
mystery.  They remain strong when other indicators 
suggest the gains should moderate.  Normally, 
strong employment gains are warmly greeted.  
However, when the labor market is already tight 
like it is now, continued strong employment gains 
will lead to higher wages, which fuel higher 
inflation.

The first cargo ship loaded with grain has left 
Ukraine.  Clearly, this is good news.  Some have 
argued that increased shipments of energy fuels 
and wheat will not significantly reduce inflation 
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numbers.  That is true, but it misses the point.  
Food and energy are vital to people’s wellbeing 
and those are the items that mean the most to 
families and what is most visible to them.  So, just 
because they are not reflected in the core CPI 
measure does not mean they go unnoticed and are 
unimportant to consumers.

China is vying with Russia for the role of the most 
bellicose nation.  Happily, China’s aggressiveness 
has not turned to violence as it has with Russia, 
and there are no troops on the ground fighting.   
China is a far different country than Russia, but, as 
we wrote last week, both feel as if they have been 
wronged by the West.  China is far wealthier than 
Russia and is a more important part of the global 
economy, which makes it a more complex country 
to deal with.  Chinese manufactured products 
cover the globe, whereas, outside of energy and 
wheat, Russia is not an important part of the global 
economy.  Russia has a huge economic problem in 
fighting a much smaller country in Ukraine.  China, 

although far larger than Taiwan, would face a far 
stronger opponent and one with alliances with 
many strong countries.

China is far less wealthy than people realize, and 
the economy has problems, both in economic and 
diplomatic relations, which may make it more 
dangerous and more likely to be militarily 
aggressive.    

Conclusion
While we believe there has been progress in the 
fight against inflation, and believe it is positive that 
the Fed and their counterparts in major Western 
nations have joined the fray in aligning their 
monetary policies, it would be folly to say inflation 
is defeated and all is well.  There remains much to 
be concerned about.  It will take plenty of 
discipline, and hopefully cooperation, to get the 
global economy back on track.  To paraphrase 
John Donne, no country is an island.1 This is truer 
today than ever before.
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1“No man is an island entire of itself; every man is a piece of the continent, a part of the main; if a clod be washed away by the sea, Europe is the less, as 
well as if a promontory were, as well as any manner of thy friends or of thine own were; any man's death diminishes me, because I am involved in 
mankind.”
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I. Front End Disclosure

The information provided here is for general informational purposes only and should not be considered an individualized recommendation or 
personalized investment advice. No part of this material may be reproduced in any form, or referred to in any other publication, without the express 
written permission of 1919 Investment Counsel, LLC (“1919”). This material contains statements of opinion and belief. Any views expressed herein are 
those of 1919 as of the date indicated, are based on information available to 1919 as of such date, and are subject to change, without notice, based on 
market and other conditions. There is no guarantee that the trends discussed herein will continue, or that forward-looking statements and forecasts will 
materialize.  

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no 
guarantee that these investment strategies will work under all market conditions or are appropriate for all clients and each client should consider their 
ability to invest for the long term, especially during periods of downturn in the market. No representation is being made that any account, product, or 
strategy will or is likely to achieve profits, losses, or results similar to those shown.

All investments carry a degree of risk and there is no guarantee that investment objectives will be achieved. 

This material has not been reviewed or endorsed by regulatory agencies. Third party information contained herein has been obtained from sources 
believed to be reliable, but not guaranteed. 

There is no guarantee that employees named herein will remain employed by 1919 for the duration of any investment advisory services arrangement.  

1919 Investment Counsel, LLC is a registered investment advisor with the U.S. Securities and Exchange Commission. 1919 Investment Counsel, LLC, a 
subsidiary of Stifel Financial Corp., is a trademark in the United States. 1919 Investment Counsel, LLC, One South Street, Suite 2500, Baltimore, MD 
21202. ©2022, 1919 Investment Counsel, LLC.

II. Investment Analysis

The information shown herein is for illustrative purposes. 1919 may consider additional factors not listed here or consider some, but not all, of the 
factors listed here as appropriate for the strategy’s objectives. 

There is no guarantee that desired objectives will be achieved. 1919 has a reasonable belief that any third party information used for investment 
analyses purposes is reliable but does not represent to the complete accuracy of such information by any third party.  

III. Portfolio Composition

For illustrative purposes. There is no guarantee that the portfolio composition for the strategy discussed herein will be comparable to the portfolio 
shown here. 
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