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market update 

“Make yourself do a lot of things that you’ll be 
happy to look back on. And make sure you’ve 

got plans for more of those things in the future.”  
– Steven Rinella
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Market & Economic Synopsis
• The U.S. dollar continues to strengthen, keying in on statements

from the Federal Reserve highlighting its transitory view of inflation and
intention to slow its balance sheet expansion.

• Unprecedented workforce dynamics evolve, as a record 4.4 million
Americans quit their jobs in September.

• With President Biden’s proposed tax reform agenda still unclear,
Democrats debate key components.

• Long-time U.S. bellwether firms General Electric and Johnson &
Johnson announce respective breakups.

• Consumer Price Index jumps 6.2% in October, reaching 31-year high.

• After a short-term slip in September, U.S. equity markets touch all-time
highs in November, driven by robust 3Q earnings results.

• As the Pfizer COVID vaccine receives approval for use in children
ages 5–11, expectations for fully-vaccinated Americans further expand.

• Crude oil and natural gas prices spike since summer as global demand
increases and OPEC denies requests for additional supply releases.

Market Update
There are two questions our office is hearing with increased frequency: “When is this market run going to end?” and “Should we expect current 
inflationary pressures to continue for the long run?”

I am going to punt on the first question. With that being said, we are overdue for a short-term pullback. As noted in the May Market Update,  
twenty years of historical data tells us to expect a 9.2% dip, on average in U.S. equity markets, from peak to trough during a calendar year. We have 
yet to come close to that in 2021. Furthermore, the year-end tends to be a strong stretch for the markets, as the “Santa Claus rally” often rears its head 
beginning around Thanksgiving. In the intermediate and longer term, we believe the decade-long bull market is still intact. A 10% or 20% pullback 
may still occur without derailing the upward trend.

The second question is intriguing in that we have not experienced inflationary pressures, like those we are currently facing, in decades. We are living 
through a classic textbook case study that many of us have yet to actually experience (or at least remember), until now. Spiking fuel costs, higher 
grocery bills, and skyrocketing real estate prices are evident to all of us. As such, the conversation within Wall Street has centered on outlooks and 
prognostications for future inflation trends. To provide context, below is a six-year chart (including projections for next year) that offers interesting 
inflationary data. If nothing else is evident, the fact that inflation has spiked the past 12 months is clear.

Larry Adam, Raymond James’ Chief Investment Officer, recently provided  
such outlook, which we find to be the most plausible trajectory for inflation. 
Mr. Adam, in short, believes that high inflation will be a wrinkle in time.  
He offers five talking points to support his thesis: 

1. Goodnight Goods—The pace of “goods” spending has increased by
$1.7 trillion since the bottom of the 2020 economic decline. It’s simply a case
of many dollars chasing the same goods, at the same time, fighting a limited
supply, which is a classic case of why prices rise. As the economy continues
to reopen, however, spending should shift from “goods” to ‘services,’ thus
alleviating price pressure on goods (e.g., cars, furniture, etc.).

2. The Chronicles of Supply Chain Capacity—We have all seen the
photos of cargo ships at sea off of Long Beach waiting to unload. The
story is real. However, as Mr. Adam notes, increases in container volumes
processed at U.S. ports, increases in air cargo freight capability, additional
warehouse storage, and companies pivoting to address their own bottlenecks
should alleviate these issues in due time.

3. Consumer Price Sensitivity Through the Looking Glass—We believe that consumers will continue to be cost-conscious shoppers. As
the saying goes, the best solution to high prices is high prices. The University of Michigan Consumer Survey found that only ~30% of people think
now is a “good time” to purchase a home or car. High prices have a naturally selective way of reducing demand, and therefore reducing prices.

Inflation Measure (%)

Source: Goldman Sachs Global Investment Research
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Consumer Price Sensitivity Through The Looking Glass

Source: FactSet
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4. The Globalization Giving Tree—Globalization is alive and well. 
Although we may see modification to the just-in-time inventory plan, 
or reshoring of manufacturing away from Asia back to the United 
States, cost and efficiency is still the name of the game. 

5. The Technology Engine that Could—Technological 
advancements continue to drive down prices. We are all aware of 
examples—whether it be faster computers, more efficient ways 
to complete financial transactions, or innovation in travel—all 
at lower costs. Add to that efficiencies brought on by those now 
telecommuting, working remotely, and reducing business travel, and 
price pressures are likely to continue to wane. 

Importantly, how does this all affect your investments? Two charts below 
reflect metrics critical in assessing market movement in both the equities 
and fixed income.

Source: FactSet

S&P 500 Net Margins Still Elevated
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S&P 500 Net Margin

In the midst of the supply chain concerns, net margins for the 
broader S&P 500 remain elevated from a historical perspective. 

The above chart demonstrates that businesses have been able to adapt, 
pivot, and arguably thrive coming out of the recent pandemic. Corporate 
earnings and margins are elevated—translating to positive equity market 
returns for investors.

Interest rate movement is critical in developing a fixed-income 
investment strategy. Since mid-summer, interest rates have risen, driven 
by a number of factors, including inflationary pressures. As inflation 
subsides, we may likely see interest rates follow suit. 

Source: FactSet

Inflation Report Lifts 10-Year Treasury Yield Higher
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10-Year Treasury Yield

US Treasury yields rose sharply a er the higher 
than expected inflation report this week, li ing 

the 2-year and 10-year Treasury yields to the 
levels seen at the beginning of the month. 

In short, prolonged, high inflation does have detrimental effects on an 
economy and investment portfolios. However, short-term inflationary 
pressures should be expected given global economic activity over the past 
20 months due to the pandemic. Although concerns about short-term 
price increases are warranted, we do not expect this to be a prolonged, 
debilitating issue. 

U.S. government bonds and treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and guaranteed 
principal value. There is an inverse relationship between interest rate movements and bond prices. Generally, when interest rates rise, bond prices fall and 
when interest rates fall, bond prices generally rise. Commodities may be subject to greater volatility than investments in traditional securities. Investments 
in commodities may be affected by overall market movements, changes in interest rates, and other factors such as weather, disease, embargoes, and 
international economic and political developments. Diversification and asset allocation do not ensure a profit or protect against a loss. Dividends are not 
guaranteed and must be authorized by the company’s board of directors. Investment Advisory Services are offered through Raymond James Financial 
Services Advisors, Inc.

Investments in municipal securities may not be appropriate for all investors, particularly those who do not stand to benefit from the tax status of the 
investment. Municipal bond interest is not subject to federal income tax but may be subject to AMT, state or local taxes. Municipal securities typically 
provide a lower yield than comparably rated taxable investments in consideration of their tax-advantaged status. Please consult an income tax professional 
to assess the impact of holding such securities on your tax liability. 

CFP Board owns the CFP® and Certified Financial Planner™ marks in the United States.

Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc.

Raymond James Financial Services, Inc., Member FINRA/SIPC 

617 West Main Street, Suite E  |  Aspen, CO 81611  |  970-925-4334  |  888-925-4335  |  www.raymondjames.com/sgroi 

302 S. David Street, Suite 200  |  Casper, WY 82601  |  307-234-3473  |  866-934-3473  |  www.raymondjames.com/sgroi

Index performance is shown for illustrative purposes only and does not reflect the deductions of fees, trading costs or other expenses, which will affect 
actual investment performance. You cannot invest directly in any index. Individual results may vary. Past performance is not a guarantee of future results. 
There is no assurance any of the forecasts mentioned will occur.

Opinions expressed reflect the current opinion of the author and not necessarily those of Raymond James. All opinions are as of this date and are subject 
to change without notice. Any information is not a complete summary or statement of all available data necessary for making an investment decision and 
does not constitute a recommendation. Investments mentioned may not be suitable for all investors. The information has been obtained from sources 
considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.

The DJIA index covers 30 major NYSE industrial companies. The NASDAQ represents 4500 stocks traded over the counter. The S&P 500 is a broad based 
measurement of performance of 500 widely held common stocks. The Barclays Aggregate Bond Index is a diversified index measuring approximately 
6,000 investment grade, fixed-rate taxable securities. The Bloomberg Commodity Index is a diversified benchmark for the commodity futures market. The 
MSCI EAFE index is designed to measure the equity market performance of developed markets excluding the U.S. & Canada. The Barclays Municipal Bond 
Index is a measure of the long-term tax-exempt bond market with securities of investment grade. The Citigroup Broad Investment Grade Bond Index is 
market capitalization weighted and designed to track the performance of U.S. dollar-denominated bonds issued in the U.S. investment-grade bond market.

International investing involves additional risks such as currency fluctuations, differing financial and accounting standards, and possible political and 
economic instability. Also, investing in emerging markets can be riskier than investing in well-established foreign markets. There is no assurance any of 
the trends mentioned will continue in the future. Investing involves risk and investors may incur a profit or a loss, including the loss of all principal. Investing 
in the energy sector involves special risks, including the potential adverse effects of state and federal regulation and may not be suitable for all investors.

From the Homefront 
My father and I took the trip of a lifetime to South Africa for two and 
a half weeks this autumn. It was a guided birdwatching tour that took 
us throughout different regions in the country—the coastal region 
surrounding Cape Town, north along the Western Cape, inland through 
vineyards and olive groves, and finally through the Kruger National Park 
game reserve. We certainly accomplished our 
mission, viewing 350 bird species (only three of 
which are found in the United States), along with 
the “Big Five” (lion, leopard, elephant, rhinoceros, 
and Cape buffalo). For those of you interested in 
birding, seeing the secretarybird, hamerkop, and 
numerous species endemic to microhabitats in the 
region were personal highlights. 

Having never been to Africa, I didn’t have any 
preconceived notions or expectations. What we 
discovered were incredibly friendly and hospitable 
people, a beautiful natural environment, unique 
flora and fauna, and hopes to return in the future. 
With that being said, it was wonderful returning 
back to the states. Although we aren’t without 
problems in the U.S., we have so much more than 
many in that corner of the world—opportunities, 
jobs, resources, and more. 

With the seasons turning, we are now well into hockey season! The 
Roaring Fork Valley has a couple of great opportunities for young skaters, 
which include programs providing full gear, ice time, and coaching. Lily 
and Hannah are pictured below at the Lewis Ice Arena in Aspen. 

Listening to one of their coaches speak last weekend, he 
offered three traits of top athletes—time and dedication 
to the sport, elite coaching, and an inspirational spark 
at some point during the athlete’s youth. Part of the 
local program includes tickets to visit the Colorado 
Avalanche this season, so if nothing else, we have 
inspirational motivation and a great lineup of coaches 
covered! We’ll leave the rest up to the kids!


