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January kicked off the new year with a thud, fueled 
by inflation/policy dynamics, geopolitical anxiety, 
robust corporate earnings, and ongoing Covid 
induced economic imbalances. Bond and equity 
markets adjusted to a gradual yet notable shift in 
Federal Reserve policy intent for 2022 by pulling 
forward expectations for increases in the Fed funds 
rate and the conclusion of quantitative easing. 
Markets moved from early January pricing in three 
rate hikes in 2022 to five or six by early February 
and to a more rapid tapering pace of the quantitative 
easing program, now set to conclude by mid/late 
March. Russia-Ukrainian tensions continued to 
build in January with energy markets pricing in the 
potential for wide scale supply disruptions, sending 
Brent crude oil prices up 20% for the month. Early 
results for fourth quarter corporate earnings painted 
a rosy picture with blended S&P 500 earnings 
+29.2% and revenues +15%, leaving the market 
priced at 19.7x P/E with many eyes on potentially 
vulnerable profit margins and surging CAPEX trends. 
The Omicron surge, and multitude of supply and 
demand distortions it fostered, quickly peaked and 
receded in January leaving many with the hope that 
pandemic trends may be finally shifting toward 
endemic status as we move into spring of 2022.

U.S. equity markets finished the month down 5.2% 
while international developed (-4.8%) and emerging 
markets (-1.8%) fared somewhat better thanks 
to their underlying market composition, cheaper 
valuations, and constructive growth outlooks. Value 
oriented stocks (-8.6%) dramatically outperformed 
growth stocks (-2.3%) during the month and large 
caps outperformed small caps. Bond markets 
weathered a sharp increase in interest rates with two 
year yields up 0.45% and ten year yields up 0.27% 
in what was also a notable flattening of the yield 
curve. Rising rates and an increase in credit spreads 
(high yield from 3.10% to 3.63%) resulted in one 
of the most difficult starts to the year for bonds on 
record as the Bloomberg Aggregate fell 2.15% and 
Bloomberg High Yield fell 2.73%.

Market Anecdotes

•	 Fourth quarter earnings reports came in with 
blended sales and earnings growth numbers of 
15% and 29.2%, respectively, with 56% of the 
S&P 500 companies reporting. Top-line growth 
marked the 3rd highest on record, and earnings’ 
beats of 77% marked the 4th best on record.

•	 In a volatile month for the Nasdaq which saw a 
15%+ correction, the end of January marked the 
best two-day rally dating back to April 2020 and 
the best two-day finish to a month since 1987.

•	 Both Tom Lee (FSI) and BCA Research made 
note that retail investor sentiment marked a 
fresh eighth year low in January, a pretty juicy 
contrarian indicator.

•	 For the first time since Jimmy Carter, a sitting 
POTUS has called on the Federal Reserve to raise 
interest rates, acknowledging the political costs 
of high inflation outweigh the cost of slowing 
the economy and potentially disrupting capital 
markets.

•	 BCA noted the pronounced need to restock 
inventories is likely to feed the U.S. economic 
expansion in the coming year through increased 
capital goods orders and capital expenditures to 
keep up with strong sales and demand.

•	 The January U.S. payroll report certainly swayed 
market policy expectations toward a more 
hawkish approach in 2022 with five hikes now 
priced in and essentially a coin flip for a sixth.

•	 Bond markets have been busy pricing in the 
monetary policy trajectory with 2yr UST yields 
now back at pre-Covid levels (January 2020) and, 
prior to that, at a level last seen five rate hikes into 
the last tightening cycle back in 2017.

•	 As yields globally are rising, the amount of 
negative yielding debt outstanding has declined 
70% since late 2021 and reached its lowest level 
since March 2020.
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•	 The ECB kept rates unchanged last week but 
certainly made note that Euro-area inflation 
overshot estimates by the largest margin on 
record (5.1%a vs 4.4%e), fueling a more hawkish 
leaning narrative looking forward.

•	 The BoE voted to raise the policy rate for the 
second consecutive month since 2004 by 25bps 
in a surprise 5-4 split decision. The other 4 
voting members pushed for a 50bps increase in 
an attempt to reign in England’s recent 5.4% CPI 
reading.

•	 The PBOC cut policy rates (1yr lending and 
7-day reverse repo) by 10bps in response to 
economic weakness resulting from both Covid and 
regulatory headwinds.

•	 The BoJ remained cautiously optimistic in their 
January meeting with their economic outlook and 
kept policy rates unchanged as expected.

Economic Release Highlights

•	 The January jobs report was beyond the highest 
estimate and tripled the consensus (467k v 150k) 
while a large increase in labor market participation 
(62.2%) and record numbers of workers missing 
due to illness took the unemployment rate up one 
tick to 4.0%.

•	 The January ISM Manufacturing and Services 
index readings remained very elevated and in 
line with expectations, registering 57.6 and 59.9 
respectively.

•	 Final Markit PMI data (M, S) for January across 
the U.S. (55.5, 51.2), EU (58.7, 51.1), and global 
(53.2, 51.3) all pointed to slowing but growing 
levels of manufacturing and services activity.

•	 January’s UofM Consumer Sentiment (67.2 
v 68.6) and Conference Board Consumer 
Confidence (113.8 v 111.2) readings were both 
within consensus range.

•	 The Personal Income and Outlays report metrics 
were in line with consensus with PCE Inflation 
(YoY, MoM) of 5.8% and 4.9% respectively and 
monthly PCE of -0.6%.

•	 Housing Starts (1.702mm) and Permits 
(1.873mm) both handily outpaced estimates and 
increased over the prior month but Existing Home 

Sales cooled off from prior month’s 6.46mm level 
and fell short of consensus (6.1mm vs 6.4mm).

Positioning

‘Stickiness’ of inflation data and corresponding 
central bank policy will no doubt be the primary 
determinant of both market and economic outcomes 
over the intermediate term. Our view is that the level 
of rates matters more than the direction of rates 
which is another way of saying we think there is 
plenty of breathing room for higher rates before the 
price of money truly becomes restrictive. That said, 
we expect persistent supply and demand imbalances, 
including labor markets, to result in a ‘stickier’ 
inflation backdrop than desired by the Fed with the 
ECB joining the more hawkish ranks in the latter half 
of 2022, possibly calling for more aggressive follow 
on policy moves into 2023 and 2024.

This, alongside encouraging corporate earnings, a 
fading global pandemic and healthy economic growth 
have us maintaining a moderately constructive 
twelve-month outlook on equity markets, relative to 
bond markets. Across equity markets we are favoring 
developed international, U.S. small cap, and value-
oriented exposures with a sector/industry emphasis 
in financials, materials, and semiconductors while 
we expect rate sensitive (utilities, REITs) and high 
valuation pockets (select tech and shadow tech) to 
continue to face headwinds. Fixed income investors 
should maintain a modestly short duration and 
remain overweight credit sectors.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be 
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies 
recommended or undertaken by Opal Wealth Advisors, LLC [“OWA]), or any non-investment related content, made reference to directly or indirectly in this 
commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove 
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions 
or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, 
personalized investment advice from OWA. OWA is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be 
construed as legal or accounting advice. A copy of the OWA’s current written disclosure Brochure discussing our advisory services and fees continues to remain 
available upon request or at www.opalwealthadvisors.com. Please Remember: If you are a OWA client, please contact OWA, in writing, if there are any changes 
in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or 
if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in writing, to the 
contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least 
quarterly) from the account custodian.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, 
and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the 
incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your OWA account holdings correspond 
directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/
indices may be more or less volatile than your OWA accounts; and, (3) a description of each comparative benchmark/index is available upon request.

Opal Wealth Advisors / 2 Jericho Plaza / Suite 208 / Jericho, NY 11753 / t. 516.388.7980 / f. 516.388.7968 / opalwealthadvisors.com

 

 

 
This communication is provided for informational purposes only and is not an offer, recommendation or solicitation to buy or sell any security or other 
investment.  This communication does not constitute, nor should it be regarded as, investment research or a research report, a securities or investment 
recommendation, nor does it provide information reasonably sufficient upon which to base an investment decision.  Additional analysis of your or your 
client’s specific parameters would be required to make an investment decision. This communication is not based on the investment objectives, strategies, 
goals, financial circumstances, needs or risk tolerance of any client or portfolio and is not presented as suitable to any other particular client or portfolio. 
 

 THE NUMBERS 

Equity Level 1 Mo 3 Mo YTD 1 Yr 3 Yr Commodities 1/31/22 11/30/21 8/31/21 5/31/21
Dow Jones 35132 (3.24) (1.47) (3.24) 19.36 14.47 Oil (WTI) 89.16 66.14 68.43 66.31
NASDAQ 14240 (8.96) (7.98) (8.96) 9.65 26.14 Gold 1795.30 1804.40 1814.90 1900.00
S&P 500 4516 (5.17) (1.61) (5.17) 23.29 20.71
Russell 1000 Growth (8.58) (6.08) (8.58) 17.52 26.44 Currencies 1/31/22 11/30/21 8/31/21 5/31/21
Russell 1000 Value (2.33) 0.17 (2.33) 23.37 13.84 USD/Euro ($/€) 1.12 1.14 1.18 1.22
Russell 2000 (9.63) (11.46) (9.63) (1.21) 11.99 USD/GBP ($/£) 1.34 1.33 1.37 1.42
Russell 3000 (5.88) (3.67) (5.88) 18.80 19.93 Yen/USD (¥/$) 115.22 113.22 110.05 109.83
MSCI EAFE (4.82) (4.59) (4.82) 7.52 9.85
MSCI Emg Mkts (1.89) (4.06) (1.89) (6.94) 7.56 Treasury Rates 1/31/22 11/30/21 8/31/21 5/31/21
Fixed Income Δ Yield 1 Mo 3 Mo YTD 1 Yr 3 Yr 3 Month 0.22 0.05 0.04 0.01
US Aggregate 1.81 0.04 (0.01) 0.04 (0.35) (0.88) 2 Year 1.18 0.52 0.20 0.14
High Yield 4.39 0.12 (0.03) 0.12 (0.75) (1.22) 5 Year 1.62 1.14 0.77 0.79
Municipal 1.77 0.05 (0.03) 0.05 (0.14) (0.47) 10 Year 1.79 1.43 1.30 1.58

30 Year 2.11 1.78 1.92 2.26
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