
Weekly Market Insights

Financial Markets
United States equity markets had a positive week.  
Both large and small cap stocks ended the week in 
positive territory with smaller cap companies leading 
the pack.  The Dow gained 0.24%, the S&P 500 
gained 1.13%, and the NASDAQ Composite gained 
2.09%.  Within the S&P 500, the Communication 
Services and Consumer Discretionary sectors led the 
pack while the Energy sector was the laggard.  It 
should come as no surprise that consumer goods 
companies showed relative strength given the 
apparent strong seasonal shopping spree.  We wrote 
last week that it appeared investors were turning 
their fears from continued inflation to recession.  
Federal Reserve Chairman Powell did nothing to 
dissuade them.  His remarks were a bit dovish, 
leading investors to believe the next hike will be 50 
basis points rather than 75 as in the past.  This is 
good news, but we remind investors that Chairman 
Powell is implying a slowdown in the increase in 
interest rates, not a reversal or pivot.

As we write about the Fed and its dual mandates—
moderate inflation and maximum employment—
investors should keep in mind that monetary policy 
can only influence the demand side of the economy.  
The supply side is an equal partner.

Economics
There are a number of interesting issues facing the 
country.  The progress towards peace, or lack 
thereof, with the Ukrainian war is one.  We will 
happily leave any comments to the military analysts.

We have written a lot about the consumer being the 
dominant mover of the U.S economy, so it is 
important to follow both the consumer and the labor 
markets.  Together, they have a large impact on the 
economy.

There are three important global issues facing the 
United States which deserve government attention.  
None of them have a definitive answer, but all 
warrant our attention.  First, how will the U.S. handle 
trade policy with a divided government?  Next, where 
is China headed?  The third, and most speculative, 
question is, can India be the next China?

In the short period left for the sitting House and 
Senate, there is a considerable amount to be done 
as far as trade is concerned.  The question is, will 
Congress even attempt to face these challenges?  
One important one is the Comprehensive and 
Progressive Agreement for Trans-Pacific Partnership 
(CPTPP).  This is an important piece of legislation.  
Both the House and Senate are losing some pro-
trade members, and, the president, if he wants it to 
pass, will have stiff resistance from the progressive 
left of his own party.  President Biden and the 
legislature may find it easier not to face it.  We are 
skeptical about it passing, and that is a shame.  It is 
interesting that the administration appears unlikely to 
bring it up, as most of his advisors do favor free 
trade, Kimberly Clausing being one.  She was an 
early economic advisor to President Biden and wrote 
an excellent book, not written for specialists, Open: 
The Progressive Case for Free Trade, Immigration, 
and Global Capital.  The book outlines a powerful 
argument for globalization with safeguards for 
American workers.  It is well worth the read.

China is the second largest economy in the world.  
Interestingly, as we have written before, it has a very 
low GDP per capita.  Although the country appears 
rich, many of its citizens are poor.  As all who read 
the news know, China is going through tough times 
and has some difficult choices to make.  Related to 
this is India, another country with a huge population
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that is making an attempt to modernize its economic 
infrastructure.  India is a democracy, and, like China,
has a large number of highly educated citizens.  We 
believe India has the capacity to be another China.  
Next week, we will discuss both in greater detail.

Conclusion
It is difficult to come to any concrete conclusions at 
the moment.  Investors should be pleased by 
Chairman Powell’s remarks.  Economic indicators, in 
our view, suggest lower inflation going forward.  
However, rather than being sanguine about the 
economic future, investors should not discount a 
prolonged period of inflation or a recession.

November Economic Indicator Update
November’s economic indicators provided continued 
evidence of disinflation, particularly amongst core 
measures.  Broad trends seen over the past few 
months remained in place, with economic growth 
continuing to moderate, labor market slack slowly 
materializing, and the consumption indicators 
showing resilience.  As Federal Reserve Chairman 
Powell stressed in his most recent speech, reducing 
upward pressure on wages will be paramount for 
continued progress going forward.

Price gauges showed encouraging signs of 
disinflation in November, with both headline and core 
measures decelerating from the prior month.1 While 
inflation readings have retreated from highs seen 
earlier this year, services inflation components have 
remained elevated.  The shelter component has been 
and continues to be the primary culprit, accelerating 
0.8% over the course of the month and accounting 
for 40% of core CPI in the most recent release.  
Under the surface, however, there were subtle signs 
of improvement.  The two dominating factors behind 
the shelter component, owner’s equivalent rent and 
rent of primary residence, actually decelerated 
month-over-month, but an unusually large 4.9% 

increase in lodging away from home pushed the 
overall measure higher.  Furthermore, closer to real-
time rental data is showing clear signs of 
deceleration, with Apartment List’s National Rent 
Index2 reporting the largest single month dip in its 
history and Zillow’s Observed Rent Index3 declining 
for an eighth consecutive month.  Housing market 
weakness is also noticeably materializing with 
housing starts, existing home sales, pending home 
sales, and housing price indicators all falling over 
recent months.  Despite weakening housing and 
rental data, the shelter components within the CPI 
and PCE inflation gauges act with significant lag time, 
so elevated readings could persist for some time.

U.S. labor market data indicated continued tightness; 
however, there are signs that increased slack is 
slowly materializing.  Nonfarm payrolls increased by 
263,000, faster than expected but a step down from 
October’s upwardly revised 284,000 pace.  It is also 
worth noting that hiring by industry has not been 
uniform, with employment gains in labor supply-
constrained industries like leisure, hospitality, and 
healthcare overshadowing hiring freezes and layoffs 
in other industries.  The household survey data was 
mixed, with the unemployment rate holding steady at 
3.7% but hourly earnings accelerating 0.6% month-
over-month and the labor force participation rate 
ticking slightly lower to 62.1%.  JOLTS job openings 
declined by 344,000 to 10.3 million, a sign that 
employers may be slowing their hiring plans, and 
unemployment claims have been trending higher.  
While somewhat of a mixed bag, labor market 
indicators are showing gradual signs of cooling.  
Continued progress on this front will be crucial for 
controlling wage gains and further reducing 
inflationary pressures.

November’s consumption-related data suggested 
continued resilience from U.S. consumers.  Retail 
sales and personal consumption expenditures came 
in ahead of estimates, increasing 1.3% and 0.8%

1November’s year-over-year and month-over-month inflation readings:  CPI: 7.7%, 0.4%; Core CPI: 6.3%, 0.3%; PCE Deflator: 6.0%, 0.3%; Core PCE 
Deflator: 5.0%, 0.2%.  
2Apartment List Research Team.  “Apartment List National Rent Report.”  Apartment List, November 29, 2022. 
https://www.apartmentlist.com/research/national-rent-data. 
3“Zillow Observed Rent Index (ZORI).”  Zillow Research.  December 2, 2022. https://www.zillow.com/research/data/. 
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month-over-month, respectively.  Furthermore, Black 
Friday shopping takeaways were largely better than
feared, with retailers seeing improved in-store traffic 
trends along with year-over-year growth in online 
spending.  Despite continued strength in spending 
metrics, there is building evidence that consumers 
are coming under increased financial stress.  
Consumer confidence measures from The 
Conference Board and Michigan University remain at 
depressed levels, with increased borrowing costs, 
inflation concerns, and declining asset levels 
weighing on sentiment.  Furthermore, spiking levels 
of credit card borrowing and declining savings rates 
suggest consumers may be extending beyond their 
means.  As we have stated in prior updates, the hope 
is for limited consumer pain as the economy and 
labor market continue to weaken, but further 
moderation in consumer demand may be a necessity 
in ebbing the current inflationary pressures at hand.

Inflation measures are moving in the right direction, 
but further labor market slack is needed in order to 
reduce wage pressures and services inflation 
components that are keeping price gauges at 
elevated levels.  If disinflation continues and inflation 
concerns reside, economic growth indicators may 
increase in importance as market participants 
attempt to weigh probabilities of a soft landing or 
recession.  Thus far, we have seen definite signs of 
moderation.  While 3rd quarter GDP growth was 
revised higher to 2.9%, the gain follows two 
consecutive quarters of negative readings.  
Additionally, other popular indicators of economic 
activity like Industrial Production and various 
Purchasing Manager Indices (PMIs) have moved 
unanimously lower, sitting at or near contractionary 
levels.  With real-time estimates for 4th quarter GDP 
calling for 2.8% growth, economic growth appears to 
be cooling but not yet contracting—the Federal 
Reserve’s hoped-for outcome.
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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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