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« NThe reasons llelliml the stock n"ket turmoil

=

S THE STOCK-TRADING

screens turned red, one trader was

heard to quip that at least some
things are falling in price. By the market
close on Wednesday, January 26th, the
cumulative loss on the S&P 500 index had
moved towards 10% for this year, barely
four weeks in. The year-to-date decline in
the NASDAQ Composite, a tech-heavy
index, is well into the double digits. The
message from the Federal Reserve, which
concluded its scheduled policy meeting on
the 26th, 1s that interest rates must rise soon
to tackle high inflation. It has been a rocky
start to 2022 for investors.

The day-to-day numbers for the broad
indices do not do full justice to the
jumpiness of markets. Much of the drama
has been beneath the surface, at the stock or

industry level. Technology shares in
particular have fared badly. The
FTSE 100 index of British stocks,
which is light on technology and
heavy on oil and commodity firms,
has been more resilient than
American indices (see chart 1). Prices
have swung wildly during each
trading day. On Monday, for instance,
trading began in New York with a big
sell-off, which then intensified. At
one point the NASDAQ was down by
almost 5%. Then stocks suddenly
rallied. The NASDAQ finished the
day up by 0.6%. On Tuesday share
prices fell again. On Wednesday the
S&P 500 had posted a handsome
increase before Jerome Powell, the
Fed’s chairman, gave his press
conference. By the time he had
finished speaking, it was in the red.
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