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U.S. equity indices tend to gain as inflation rises 
 
 

 

 

Source: Bloomberg 
 
Inflation expectations spiked in the second quarter of 2021 due to a significant increase in 
money supply.  As we illustrated in our April Chart of the Month, many sectors of the economy 
have experienced above average inflation particularly in the areas of housing, commodities, 
and energy.   

Higher inflation typically translates into higher interest rates, which is a headwind for the fixed 
income market.  Looking at the chart above, higher inflation has not negatively affected the 
U.S. stock market, with the exception of a brief period from 1983-84.  Furthermore, Housing is 
the largest component of CPI followed by Food and Beverage and Transportation so it will be 
important to monitor these categories to see how the Fed reacts.   

 

 

 

 

Save for a <1 year period in the 1980s, U.S. equity index levels have risen along with inflation over the 
last 40 years 
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This information is provided with permission from Marquette Associates, Inc. This material is for informational purposes only and should 
not be considered investment or legal advice. We believe all sources to be reliable and correct as of the date of this material, but we cannot 
independently guarantee the accuracy or completeness of any information. Past performance is not a guarantee of future results. All 
investments involve risk, including loss of principal, and the value of an investment and the income from it can fall as well as rise and you 
may not get back the amount you originally invested.  


