
Weekly Market Insights

Financial Markets
The war against inflation went into high gear this 
past week.  The U.S. Federal Reserve continues to 
lead the fight, but central banks around the globe 
have joined the battle.  Chairman Powell 
announced a 75 basis point increase in interest 
rates on Wednesday, and, more importantly, the 
tone of his presentation was more aggressive than 
in the past.  We will cover more about monetary 
policy later, but, suffice it to say, investors around 
the world got the message and reacted strongly by 
selling. 

The Dow Jones Industrials fell 4.00%, the S&P 500 
fell 4.65%, and the NASDAQ fell 5.07%.  Fixed 
income security prices also fell, while the U.S. 
dollar continued to gain strength.

Economics
The dominant economic news this past week was 
the Federal Reserve’s announcement of another 
75 basis point interest rate hike.  The size of the 
increase was what many investors expected, but, 
as we noted earlier, it was the significant change in 
Chairman Powell’s tone that spooked market 
participants.  In past statements, the chairman held 
out hope that monetary tightening may still lead to 
a soft economic landing.  There seemed to be 
much less hope for a soft landing in this 
presentation.

The fear, of course, is that the economy may enter 
a wage-price spiral.  This occurs when both wage 
earners and employers expect significant future 
inflation, and they each demand more in 
response—laborers demand higher wages, and 
businesses demand higher prices for their goods 
and services.

In this battle against future inflation, the Fed faces 
some new and unique obstacles.  The first two are 
somewhat obvious—the economic dislocations 
caused by the pandemic and the war in the 
Ukraine.  The problems caused by the pandemic 
are slowly improving with the passage of time and 
the introduction of relatively successful remedies.  
The war in Ukraine is more difficult to address, but, 
until it is resolved, price pressures on energy and 
food will remain.  

To combat the economic impact of the Great 
Recession, the Fed introduced a new policy tool—
quantitative easing.  They reintroduced this tool in 
2020 to provide economic support against the 
economic shock caused by the pandemic.  Under 
this program, the Federal Reserve started to buy 
long term debt securities rather than the normal 
money market instruments, which are very short 
term.  The experiment worked when trying to 
stimulate the economy, but we do not yet know the 
full ramifications of when the policy is reversed.  

The real economy, as opposed to the financial 
economy, is feeling the effects of higher interest 
rates to a greater extent.  The slowdown is not as 
severe in the United States as it is in Europe and 
China.  Given the almost universal monetary 
tightening underway, investors should expect 
further slowing of the economy.  

A lot is happening around the world that will impact 
both the domestic and global economies.  As we 
have reminded readers, October 16th is a very 
important date in China.  It is Election Day, and the 
National People’s Congress will vote for a 
president.  It is a forgone conclusion that Mr. Xi will
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be reelected again, perhaps for life.  The important 
part is what President Xi will say.  We expect a 
relatively bellicose statement concerning Taiwan 
and tightened government control of the economy.  
We believe this to be an ongoing plan of Xi’s.

The U.K, of course, has a new prime minister and 
appears to be embarking on a different economic 
direction.  Tax cuts and government borrowing look 
to be the order of the day, which is in conflict with 
the Bank of England’s monetary tightening.  

Italy is poised to have a very conservative leader, 
and the U.S. has midterm elections on the way.  
The midterms will go a long way in showing the 
direction the U.S. is heading.

Conclusion
Investors are faced with many unknowns, but there 
are also some positives to keep in mind.  The Fed 
is embarked on an aggressive campaign to combat 
inflation, which could turn the market.  If the 
economy does go into a recession, history tells us 
markets do worse a year before a recession 
compared to during or after. This is not the time to 
completely bail out on the markets, as reversals 
can occur quickly.
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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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