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The CIO Report: October 2021

Prior October Monthly YTD
Index 2020 Close Month 29th Change Change
DJIA 30,606 33,843 35,819 5.84% 17.03%
S&P 500 3,756 4,307 4,605 6.91% 22.61%
Nasdag 12,888 14,448 15,498 7.27% 20.25%
Russell 2000 1,974 2,204 2,297 4.21% 16.32%
10-Yr. Treasury 0.91% 1.52% 1.55% 3 bps 64 bps
Fed. Funds Target | 0.00-0.25% | 0.00-0.25% | 0.00-0.25% 0 bps 0 bps

Commentary

October posted a strong rebound across U.S. indices after a historically weak September that was further dampened by
inflation fears and continued supply chain bottlenecks. Annualized GDP growth of 2%, relatively strong earnings, a strong
jobs report, a decreased unemployment rate from 4.8% to 4.6% and increased consumer confidence drove the advance in
broad equity markets. The strength of the economic recovery coupled with higher inflation numbers has led The Federal
Reserve to indicate a possible scale back in asset purchases as soon as November, but still no clear sign to increase interest
rates in the very-short term. The latest CPI report on November 10™ indicated inflation rose 6.2% year-over-year, the highest
level since 1990. This increase was mostly due to spiking energy prices with oil rising 12.3% in the last month and 59.1%
in the last year. Prices for food, healthcare and transportation were also up as the fallout from Covid-19 continues to
contribute to labor shortages and increased costs across supply chains. With the holiday season fast approaching, it will be
important to look at the level of purchases companies will make in order to avoid further shortages. In the midst of strong
consumer demand, there is the chance that businesses may overbuy throughout the holiday season anticipating shortages
leading to a restocking effect in the first quarter that will increase supply and lead to a decrease in prices for many consumer
goods. On the other hand, however, the increased legislative scrutiny of fossil fuels, ambitions to electrify America in the
newly passed Infrastructure Bill and an unpredictable OPEC production schedule point toward a sustained higher price level
for oil and natural gas in the short-term. It is our view that the most effective way to combat inflation will prove to be by
creating long-term efficiencies and advancements through the emergence of new disruptive technologies. For example, the
adoption of artificial intelligence technologies to streamline supply chains and the implementation of autonomous driving
trucks would fill a direct need in lowering input costs and the labor shortage we are facing globally.
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