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U.S. Markets 
Stocks were under pressure in December on renewed recession fears and concerns that the Fed 
may keep rates higher than markets anticipated.  

The Dow Jones Industrial Average lost 4.17 percent for the month, while the Standard & Poor’s 
500 Index fell 5.90 percent. The tech-heavy Nasdaq composite dropped 8.73 percent.1 

 
A Challenging December 
After two solid months of gains, investor sentiment took a u-turn in December. Stocks opened 
the month lower on new data pointing to economic strength and the loosening of Covid 
restrictions in China. At one time, both may have earned positive views. They may now become 
reasons for the Fed to raise rates into 2023.   

 
Hawkish Fed 
Stocks found temporary support from a lower-than-expected inflation report. Still, markets 
resumed their slide when a hawkish-sounding Fed Chair suggested rates may trend higher for 
longer than markets anticipated.  

Stocks bounced around in quiet pre-holiday trading as investors navigated the crosscurrents of 
economic reports. 

 
Inflation Yields to Recession Talk 

Somewhat overlooked amid the recession talk was some encouraging news on the inflation front. 
The November Consumer Price Index (CPI) came below consensus expectations at a 0.1 percent 
increase and a 7.1 percent rise year-over-year. It was the fifth straight month of declining price 
increases.2 
 
Later in the month, the Personal Consumption Expenditures (PCE) price index, the preferred 
inflation measure of the Fed, also saw moderating inflation, rising just 0.1 percent in November 
and 5.5 percent from a year earlier.3 
 
Stocks closed the month lower with a quiet holiday week, capping a discouraging year for 
investors.  



Sector Scorecard 

All 11 market sectors were down in December. Communications Services (-6.83 percent), 
Consumer Discretionary (-11.64 percent), Consumer Staples (-3.42 percent), Energy (-4.04 
percent), Financials (-5.81 percent), Industrials (-3.45 percent), Materials (-6.13 percent), Real 
Estate (-5.89 percent), Technology (-8.47 percent), Health Care (-2.28 percent) and Utilities (-1.30 
percent) all were lower for the month.4 

 

What Investors May Be Talking About in January 
Expect the market spotlight to fall on three key dates in the month ahead. 

The first will come on January 12th with the December Consumer Price Index report. A 
continued slowdown in inflation may lift some pressure on the Fed to raise interest rates.5  

The second will be on January 26th, with the initial reading of the fourth-quarter Gross 
Domestic Product. A healthy number may relieve those worried about an imminent recession, or 
it may become a reason for the Fed to maintain its hawkish rate hike path.5  

Finally, the Federal Open Market Committee will open its two-day meeting on January 31st. The 
forward-looking markets tend to focus on what Fed Chair Powell says about the economy's 
direction in the post-meeting press conference.5 

 

 

T I P   O F   T H E   M O N T H 
 

 
 

Exercise is not only wise, it may also prove economical. In the long run, just 
keeping fit may save you thousands of dollars (or more) in medical bills that an 

unhealthy person may incur. 

 
 

World Markets 
International markets were flat in December, with the MSCI-EAFE Index checking in with a loss of 
0.01.6 

European markets trended lower on fears of a difficult winter, with losses posted in Germany (-
3.29 percent), Italy (-3.67 percent), France (-3.93 percent), and the U.K. (-1.60 percent).7 

Pacific Rim markets showed mixed results, with Hong Kong jumping 6.37 percent on further 
China reopening steps. Meanwhile, Australia dropped 3.37 percent, and Japan fell 6.70 percent.8  



Indicators 
Gross Domestic Product: The final estimate of third-quarter GDP growth was revised higher, 
from an annualized rate of 2.9 percent to 3.2 percent. The revision was due to an increase in an 
earlier estimate of personal consumption.9 
  
Employment: The economy added 263,000 new jobs in November, a result above the consensus 
estimate of 200,000. The unemployment rate was unchanged at 3.7 percent. Wages rose 0.6 
percent for the month, which was double the estimate. Wages rose 5.1 percent year-over-year, 
above the forecast of 4.6 percent.10 
  
Retail Sales: Retail sales fell 0.6 percent as holiday shopping got off to a muted start. It was the 
most significant decline in nearly a year.11 
 
Industrial Production: Output from the nation’s factories, mines, and utilities declined for the 
second straight month, falling 0.2 percent in November.12 
  
Housing: Housing starts fell 0.5 percent, dragged lower by a decline of 4.1 percent in single 
family home starts. Permits for future home construction slumped 11.2 percent.13 
  
Sales of existing homes dropped 7.7 percent from October and 35.4 percent from a year ago. 
November’s decline was the 10th straight month of declining sales. Higher mortgage rates, in 
combination with elevated home prices, kept many would-be buyers on the sidelines.14 
  
New home sales posted a surprise month-over-month increase of 5.8 percent, though year-over-
year sales dropped by 15.3 percent.15 
 
Consumer Price Index: Prices of consumer goods and services rose just 0.1 percent in November 
and increased 7.1 percent year-over-year. Both figures came under consensus estimates of 0.3 
percent and 7.3 percent, respectively. Core prices (excluding food and energy) were slightly 
lower than expected. Declines in energy and used car prices more than offset higher costs in 
food and shelter.16 
  
Durable Goods Orders: Durable goods orders fell 2.1 percent, pulled lower by a sharp drop in 
aircraft orders (-36.0 percent).17 

 

 

 

Q U O T E   O F   T H E   M O N T H 

 

 

“If you really look closely, most overnight successes took a long time.” 
STEVE JOBS 

 



The Fed 
In its mid-December Federal Open Market Committee (FOMC) meeting, the Fed approved a hike 
in its federal funds rate of 0.50 percent while indicating its plans to raise rates further in 2023 
to combat inflation. 
 
In his press conference following the news, Fed Chair Jerome Powell suggested that the next hike 
may be at a quarter-percentage point increment. FOMC members lifted the terminal rate (the 
rate at which hikes would come to an end) to between 5 percent and 5.5 percent, up from their 
projection of 4.6 percent in September.18 
 

     MARKET INDEX Y‐T‐D CHANGE December 2022 

DJIA ‐8.78% ‐4.17% 

NASDAQ ‐33.10% ‐8.73% 

S&P 500 ‐19.44% ‐5.90% 

   

BOND YIELD Y‐T‐D December 2022 

10 YR TREASURY 2.37% 3.88% 

 

Sources: Yahoo Finance, December 31, 2022.  

The market indexes discus sed are unmanaged and generally considered representative of their respective markets. 
Individuals cannot directly invest in unmanaged indexes. Past performance does not guarantee future results. U.S. 
Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if 
you sell a Treasury Note prior to maturity, it may be worth more or les s than the original price paid. 

 

 

T H E  M O N T H L Y   R I D D L E 

 

 

I am the center of gravity, and part of every victory. I am 
clearly seen in the middle of a river. Three are in love with me 

and I have three associates in vice. What am I? 
 

LAST MONTH’S RIDDLE: I went into the woods and got it. I sat down to seek it. I brought it home with me 
because I couldn't find it. What is it? 

ANSWER: A splinter. 



 
 

«representativename» may be reached at «representativephone» or «representativeemail»  
«representativewebsite» 

 

Know someone who could use information like this?  
Please feel free to send us their contact information via phone or email. (Don’t worry – we’ll 

request their permission before adding them to our mailing list.) 
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