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In this week's recap: Markets tap brakes, but hold fast against downbeat news.  

Weekly Economic Update  
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THE WEEK ON WALL STREET  
Stocks tumbled on Friday, sending stocks to a weekly loss after an otherwise quiet August week of 
trading.  
The Dow Jones Industrial Average slipped -0.16%, while the Standard & Poor's 500 lost 1.21%. The 
Nasdaq Composite index declined 2.62% for the week. The MSCI EAFE index, which tracks developed 
overseas stock markets, fell 0.88%. 1,2,3  

 
SUMMER RALLY HITS PAUSE BUTTON  
The market rally that began in mid-June paused last week. Despite the week's losses, stocks exhibited 
resiliency in the face of a string of troubling economic news that included flat retail sales, weak housing 
numbers, an inversion in the yield curve, and tepid economic data out of China.  
Nevertheless, stocks tumbled on Friday amid hawkish comments about future rate hikes, rising bond 
yields, and ahead of the annual meeting of global central bankers in Jackson Hole, Wyoming, in which 
Fed Chair Jerome Powell is scheduled to speak on August 26th.    

 
EXPECT MORE RATE HIKES  
Minutes from July's Federal Open Market Committee meeting indicated that additional rate hikes 
would be needed to help manage inflation. Fed officials did acknowledge that further rate hikes risked 
unintended economic weakness because of the time it takes for higher rates to work through the 

 



economy. The committee indicated that they might slow rate hikes to determine the impact of previous 
rate increases. 4  

The minutes also contained the Fed's latest economic forecasts, which projected inflation to decline 
faster than its June estimate due to a bigger economic slowdown in the year's second half. 5  

 
   

THE WEEK AHEAD: KEY ECONOMIC DATA  
Tuesday: Purchasing Managers' Index (PMI) Composite Flash. New Home Sales.  
Wednesday: Durable Goods Orders.  
Thursday:   Jobless Claims. Gross Domestic Product (GDP).  
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"Always assume incompetence before looking for conspiracy."  
NICCOL ò MACHIAVELLI  

   

 
   



   

 
OF NOTE  
   
With inflation hitting 9.1%, what is off the table are those actions that propelled asset prices upwards 
for 14 years. In a dramatic Fed policy reversal, quantitative easing is gone, as are zero-percent interest 
rates. The economist Richard Duncan declared,  "Americans should prepare for a very hard landing. 
"  How hard? Harder than we wish to imagine.  
   
Between 2009 and the end of 2021, household sector wealth soared by 150%, increasing from $60 
trillion to $150 trillion. To track the household sector wealth, the Fed's publishes an index 
called  Household Net Worth as a Percentage of Disposable Personal Income . The index, which is 
commonly referred to as the Wealth-to-Income Ratio, has a 68-year average of 550%. It's interesting 
to observe how the index behaved in the face of past examples of record high stock prices. For example, 



in March 2000, the index reached a then, all-time high of 615%. Notable for sky-high valuations of soon-
to-be-failed companies such Worldcom, Global Crossing, NorthPoint Communications, Alta Vista, 
InfoSpace, Pets.com, Ask Jeeves, and Excite, this was the apogee of the "Dot-Com bubble" that burst 
shortly thereafter. By October of 2002, the NASDAQ 100 had fallen by 78%.  
   
How did the wealth-to-income ratio react? The index reverted to its long-term average of 550%.  
In October 2007, the wealth-to-income ratio reached another all-time high of 670%. Over the next 18 
months, the Dow fell by more than 50%. The index? It again fell right back to its long-term average of 
550%.  
   
As of June 30, 2022, the wealth-to-income ratio stood at a never-before-seen level of 818%. Richard 
Duncan has calculated that, due to the sell-off in stocks, $16 trillion of wealth has been destroyed this 
year, dropping total household wealth to $134 trillion. If over the next several months, the index once 
again falls back to its long-term average, we can expect an additional $34 trillion in wealth destruction, 
taking total household sector wealth from $150 trillion down to $100 trillion. This is a likely outcome 
barring some extraordinary policy reversal by the Fed. But it is hard to imagine that happening given 
today's rate of inflation.  
   
"Actual" inflation is likely much higher than the official number. According to Shadow Government 
Statistics, if inflation were calculated in the manner that it was back in 1990, we would have an "official" 
inflation rate of more than 17%. If you've visited a supermarket lately, you probably view the 1990 
calculation as the more accurate measure.  
   
It was in 1964 when total credit first exceeded $1 trillion. Over the subsequent 50 years, total credit 
expanded 90-fold, rising to today's total of $90 trillion. Since 1968, when Congress authorized the 
delinking of gold and the dollar, credit growth became the primary driver of economic growth (total 
credit = total debt). Over the past five decades, for the U.S. economy to avoid a recession, credit growth 
must have been at least 2% after inflation. Between 1952 and 2009, credit growth fell short of 2% after 
inflation nine times. In all nine cases, the U.S. entered an economic recession.  
   
Duncan has pointed out that between the early 1980s and 2009, credit growth substantially outpaced 
economic growth. The surge in credit expansion blew the economy into a bubble leading to the 2008 
crash. But from 2009 thru 2019, credit growth and economic growth were demonstrably weaker. The 
government responded to both the 2008 crash and the COVID-19 pandemic with massive fiscal 
stimulus. The Fed responded to both crises by slashing the federal funds rate to 0% and created 
unprecedented amounts of money. In both instances, the combination of huge fiscal stimulus and 
massive money creation twice prevented the economy from falling into depression. These policy 
responses created never-before-seen levels of wealth that drove consumption and economic growth. 
   
From 2008 to 2021, total government debt nearly tripled, increasing to $28.3 trillion. And the Fed's 
balance sheet increased by more than 800%. Classic economics may have predicted hyperinflation 



resulting from these moves. But that was prevented by the massively deflationary impact of 
globalization. In fact, from 2009-2020, inflation averaged just 1.6%. That began to change in 2021. 
Duncan commented,  "The reemergence of high rates of inflation threatens to collapse the global 
economic bubble that has been forming for decades."  In fact, since the fourth quarter of 2020, credit 
growth has been contracting. Remember, when this happens, we can expect an economic recession.  
   
What will the Fed and the government do now? This time, it is unlikely that the government will step 
in to save investors. Additional fiscal stimulus would likely drive inflation even higher. And in the face 
of high inflation, the Fed's response is money destruction, not money creation. Investors, therefore, 
are in a very tough place. 6  

   
   

 
   

Ed Papier may be reached at 2126973930 or ep@amadeuswealth.com  
www.amadeuswealth.com 

   
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.)  

 
   

   
Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value 
of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost.  
The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice.  
The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not indicative 
of the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot directly invest in 
unmanaged indexes. Past performance does not guarantee future results.  
The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock 
market. Nasdaq Composite is an index of the common stocks and similar securities listed on the NASDAQ stock market and is considered a broad 
indicator of the performance of technology and growth companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI) 
and serves as a benchmark of the performance of major international equity markets, as represented by 21 major MSCI indexes from Europe, Australia, 
and Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are considered to be representative of the stock market in 
general.  
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. Fixed income investments are subject to various risks including changes in 
interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors.  
International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks unique 
to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility.  
Please consult your financial professional for additional information.  
This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal 
advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by 
FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional, 
Registered Investment Advisor, Broker-Dealer, nor state- or SEC-registered investment advisory firm. The opinions expressed and material provided are 
for general information, and they should not be considered a solicitation for the purchase or sale of any security.  
Copyright 2022 FMG Suite.  
CITATIONS:  
1. The Wall Street Journal, August 19, 2022  
2. The Wall Street Journal, August 19, 2022  
3. The Wall Street Journal, August 19, 2022  
4. The Wall Street Journal, August 17, 2022  
5. The Wall Street Journal, August 17, 2022  
6. advisorperspectives.com/articles/2022/07/22/prepare-for-the-destruction-of-34-trillion-in-the-coming-months?topic=alternative-investments  


