
MONTHLY ECONOMIC UPDATE

In this month’s recap: Stocks dropped as escalating 
tensions in Eastern Europe upended the market.

U.S. Markets
Stocks were mixed in May as a powerful rally in the final week of trading helped recoup losses from earlier in the month.

The Dow Jones Industrial Average picked up 0.04 percent, while the Standard & Poor’s 500 Index added 0.01 percent.  
The Nasdaq Composite fell 2.05 percent.1

It’s All About the Fed   
The month began on a solid note as stocks rallied following the Fed’s announcement of a 50-basis-point hike in the federal 
funds rate. The market was relieved to hear comments from Fed Chair Jerome Powell, who said that a 75-basis-point increase 
was not actively being considered.

This rally lost momentum as investors reassessed the Fed’s commitment to a tighter monetary policy and digested some 
economic news that fanned inflation fears.

Focus Moving from Inflation?   
Over the course of the month, inflation concerns diminished slightly, relative to economic growth worries. Consumer price 
inflation data showed prices rising at a pace near 40-year highs, but markets responded well, perhaps because the pace of price 
increases was down from the previous month.2 

Inflation fears were further soothed later in the month when the Personal Consumption Expenditures Price Index, the Fed’s 
preferred measure of inflation, rose at a slower rate than markets had expected.3

Fed Sparks Rally  
The May 25 release of the Federal Open Market Committee (FOMC) meeting minutes ignited the sharp rally in stock prices.
To investors, the meeting minutes suggested that the Fed was unlikely to pursue a more aggressive tightening stance. Investor 
sentiment was also lifted by comments from Fed officials who indicated that rate hikes could take a pause after the expected 
June and July hikes.

Sector Scorecard
Industry sectors that managed to post gains in May included Communications Services (+1.9 percent), Energy (+16.03 percent), 
Financials (+2.78 percent), Health Care (+1.49 percent), Materials (+1.18 percent), and Utilities (+4.31 percent). The remaining 
sectors moved lower, with losses in Consumer Discretionary (-5.12 percent), Consumer Staples (-4.08 percent), Industrials 
(-0.46 percent), Real Estate (-5.11 percent), and Technology (-0.69 percent).4

What Investors May Be Talking About in June
The U.S. dollar has been strengthening against other currencies all year. The U.S. Dollar Currency Index, which tracks the dollar’s 
value against a basket of major international currencies, has risen about 8 percent since the start of the year.5

The value of the dollar is closely watched because roughly 40 percent of the aggregate earnings of S&P 500 companies come 
from overseas sales.6 

A strong dollar helps U.S. shoppers buy imported products at lower prices, but it also makes U.S. exports more expensive to 
overseas customers, which may show up in second-half company results.
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World Markets
World markets trended higher as China began to emerge from its COVID-19 lockdown. The MSCI EAFE Index gained 1.45 
percent in May.7

Major European markets mainly moved higher, with increases in Spain (+3.11 percent), Germany (+2.06 percent), and the U.K. 
(+0.84 percent). France’s CAC 40 lost 0.99 percent.8

Stocks in the Pacific Rim markets were mixed. Australia lost 3.01 percent while Japan picked up 1.61 percent.9

Indicators
Gross Domestic Product: The second estimate of the first quarter’s GDP growth was revised lower, from an annualized -1.4 
percent to -1.5 percent.10

Employment:Employers added 428,000 jobs in April, the 12th consecutive month of 400,000-plus job growth. The 
unemployment rate was unchanged at 3.6%. Average hourly earnings rose 5.5% year-over-year, although that remains below 
inflation over the same period.11

Retail Sales: Consumers continued to spend in April, with retail sales climbing 0.9 percent. Since retail sales are not adjusted for 
inflation, it’s difficult to say how much of this increase is attributable to higher prices versus higher demand.12

Industrial Production: Industrial output rose 1.1 percent in April—more than double Wall Street estimates.13

Housing: Housing starts slipped 0.2 percent, although they were higher year-over-year by 14.6 percent.14

Sales of existing homes fell to their slowest pace since the start of the COVID-19 pandemic, declining 5.9 percent from a year 
earlier (April 2021). Tight inventory, rising prices, and higher mortgage rates weighed on prospective buyers.15

New home sales slipped 16.6 percent from March 2022 levels and dropped 26.9 percent from April 2021 levels. There was 
a nine-month supply of new home inventory in March 2022. A six-month supply is considered balanced between buyer and 
seller.16

Consumer Price Index: Prices of consumer goods rose 8.3 percent from a year ago, coming in slightly below last month’s pace 
but above consensus estimates. Excluding food and energy prices, core inflation jumped 6.2 percent.17

Durable Goods Orders: Orders for long-lasting goods rose 0.4 percent, led by non-defense aircraft and parts orders.18
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If you are getting married and want to buy a home, consider 
setting up a wedding registry that collects money specifically 
for a down payment.
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“There will come a time when you believe 
everything is finished; that will be the beginning.”

- LOUIS L’AMOUR

QUOTE OF THE

MONTH
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The Fed
At its May FOMC meeting, the Federal Reserve raised interest rates by half a percentage point. The Fed governors also 
announced that they would begin to scale back the Fed’s $9 trillion balance sheet by $95 billion per month.

In a post-meeting press conference, Fed Chair Jerome Powell also said that the FOMC was not actively considering a 75-basis-
point hike, although there may be multiple 50-basis-point hikes in the coming months.19

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.)

It has a back and four legs, yet it can't run. It has two arms, but no 
hands. You don’t keep it as a pet, but you likely have one in your 

home right now. What is it?

LAST MONTH’S RIDDLE: You use it between your head and your toes; the more it 
works, the thinner it grows. What is it?

ANSWER: A bar of soap.

THE MONTHLY 

RIDDLE

Sources: Yahoo Finance, May 31, 2022. 
The market indexes discussed 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 less than the original price paid.
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This material was prepared by MarketingPro, Inc., and does not necessarily represent the views of the presenting party, nor their affiliates. The information herein has been derived from 
sources believed to be accurate. Please note - investing involves risk, and past performance is no guarantee of future results. Investments will fluctuate and when redeemed may be worth 
more or less than when originally invested.

This information should not be construed as investment, tax or legal advice and may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor 
recommendation to purchase or sell any investment or insurance product or service, and should not be relied upon as such.

All market indices discussed are unmanaged and are not illustrative of any particular investment. Indices do not incur management fees, costs and expenses, and cannot be invested into 
directly. All economic and performance data is historical and not indicative of future results.  Additional risks are associated with international investing, such as currency fluctuations, political 
and economic instability and differences in accounting standards. This material represents an assessment of the market environment at a specific point in time and is not intended to be a 
forecast of future events, or a guarantee of future results.

MarketingPro, Inc. is not affiliated with any person or firm that may be providing this information to you. The publisher is not engaged in rendering legal, accounting or other professional 
services. If assistance is needed, the reader is advised to engage the services of a competent professional.
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