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THE WEEK IN REVIEW
A steady drip of hawkish comments from Fed officials this week 
more than offset a batch of generally strong corporate earnings and 
economic data that suggested a combination of easing inflation and 
resilient consumer spending. The result was a 0.7% weekly decline 
for the S&P 500 after the benchmark surged 5.9% the prior week. 
Federal Reserve Bank of St. Louis President James Bullard stated 
interest rates need to reach a “sufficiently restrictive” level of 
around 5% to 7% to subdue inflation. Fed Governor Christopher 
Waller said “we’ve still got a ways to go” before stopping rate hikes. 
Finally, Federal Reserve Bank of Boston President Susan Collins said 
early Friday morning that October’s softer-than-expected consumer 
price index (CPI) data has not changed her view that additional 
interest rate hikes followed by a period of elevated rates will be 
required to tame inflation.

Of the eleven major S&P 500 sectors, only consumer staples (1.7%), 
health care (1.0%) and utilities (0.8%) finished in positive territory 
this week. In bond markets, the 2-year to 10-year portion of the U.S. 
Treasury yield curve moved further into inversion territory. The yield 
on the 10-year note edged up to 3.82%, while the yield on the policy-
sensitive 2-year maturity climbed 19 basis points to 4.52%. West 
Texas Intermediate (WTI) crude oil futures were down 9.8% on the 
week late in today’s session as investors expressed skepticism 
about the pace of demand recovery in China despite its recent 
easing of COVID-19 restrictions.

U.S. producer prices increased less than expected last month, 
adding to hopes that inflation may be decelerating. According to the 
Bureau of Labor Statistics, the producer price index (PPI) increased 
0.2% in October. On a year-over-year basis, PPI gained 8% compared 
to an 8.4% increase in September, and a record 11.7% earlier this 
year. Excluding food and energy, the so-called core index was flat on 
the month and up 6.7% on the year. 

Getting an early start on the holiday shopping season, Americans 
spent more in October than most economists expected. U.S. retail 
sales rose 1.3% last month, marking the biggest monthly gain since 
February and suggesting consumer resilience despite high inflation. 
New U.S. home construction dropped again in October as rising 
mortgage rates continued to keep potential buyers on the sideline, 
cooling off the once red-hot housing market. According to the 
Commerce Department data, U.S. housing starts declined 4.2% last 
month to an annual rate of 1.425 million units. Existing home sales 
also declined for the ninth straight month, dropping 5.9% from 
September to October.
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