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The S&P 500 posts third consecutive positive week.

arket attention

last week centered

around D.C. fiscal

policy negotiations,

corporate earn-

ings reports, and a
stream of economic reports sprinkled with
ample Fed commentary.

The S&P 500 posted a third consecutive
positive week with REITS, financials, and
healthcare leading the way. Interest rates
drifted higher across the curve with the
10yr closing at 1.66%. Industrial metals
(copper, aluminum, zinc) took a breather
last week, pulling overall commodity mar-
kets lower despite another weekly increase
in oil to $83.76 and the USD weakened
marginally (-0.31%).

Market Anecdotes

o Corporate earnings were a big focus
last week. With 23% of the S&P 500
having reported, FactSet reported an

84% beat rate, a 13.4% beat margin, and
blended growth of 32.7%. Revenue figures
are beating at a 75% clip and a 2.2% beat
margin for blended growth of 15.3%.

o The Value Line Index marked new
record highs last week on the back of a
notable improvement in overall market
breadth following the September/early
October soft patch.

« One risk to corporate earnings look-
ing forward into 2022 and 2023 is an
increased likelihood of operating profit
margin compression, given the pandemic
related surge to record high margins.

o A subtle reminder of inter-market
correlations is that cyclical sectors (energy,
financials, industrials) and value-oriented
style tend to outperform under rising
interest rate environments.

» Bank Credit Analyst produced an
interesting research piece highlighting a
notable slowdown in mean reversion of
value factors in the overall market since
the global financial crisis.

« The Bank of England guided markets
toward a potential rate hike occurring
prior to year-end 2021.

o The Central Bank of Russia (CBR)
raised rates again last week, now at
+250bps for the year, amidst an inflation
backdrop (>4%) well above target, record
high Covid cases, and extremely low
vaccination rates.

o A reliable reflection of market inflation
expectations can be seen in bond yields
where 5yr rates have increased exactly 2x
that of 30yr rates so far this year - short
term inflation pressures being priced in
much more firmly than longer term rate
markets at this time.

« Beyond the widely followed Fed Funds
rate as a barometer of the price of money
(liquidity), investors are well served to
note the prevailing deeply negative real
interest rates across the curve 5yr -1.69%,
7yt -1.30%, 10yr -0.98%, 20yr -0.54%, and
30yr -0.32%.

« With demand outstripping the supply
chain’s ability to deliver goods, the fix will
ultimately be some combination of an
increased supply response and reduced
demand through higher prices.

o A key reminder is that electric vehicle
adoption will very likely drive a sharp
increase in US electrical generation after
two decades of slow declines.

o New U.S. contracts based on LIBOR
will cease on 12/31/21 with the Fed’s
recommended SOFR still under much
scrutiny due to its lack of credit sensitive
exposure. Existing contracts have an

extension window to 6/30/23 with fallback
protocols being legislated this year.

Economic Release Highlights

» October’s U.S. flash Purchasing Manag-
ers’ Index (PMI) surprised on the upside
with readings (Consumption, Manufac-
turing, Service) of 57.3, 59.2, and 58.2.

o October non-U.S. PMIs (Consumption,
Manufacturing, Service) were in line to
slightly lower than consensus with the
Eurozone at 54.3, 58.5, 54.7, Japan at 50.7,
53.0, 50.7, and the UK. at 56.8, 57.7, 58.0.
« September Industrial Production de-
clined 1.3%, well below consensus call for
0.2% growth.

» October’s Housing Market Index
moved higher to 80, well ahead of the
consensus call for 75.

» Housing Starts (1.555M) and Permits
(1.589M) both fell short of consensus calls
for September, a cool down from August’s
big upside surprise.

« Existing Home Sales for September
beat expectations on an annual rate
(6.290mm vs 6.030mm) and increased
notably on Month over Month basis as
well (+7.0% vs -2.0% prior month).

o Chinese Q3 GDP rose at a 0.2% an-
nualized pace, 4.9% Year over Year with
2021 growth in the 2.0%-2.5% range, a
remarkable slowdown driven by a tangible
slowdown in industrial production.
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INSIGHT

MARKET ANALYSIS

Equity Level 1Wk 1 Mo 3 Mo YTD 1Yr Commodities  Current 9/30/21 6/30/21 3/31/21
Dow Jones 35677 1.12 4.23 2.92 18.30 28.21 Qil (WTI1) 82.62 75.22 73.52 58.19
NASDAQ 15090 1.30 1.32 2.92 17.68 32.04 Gold 1772.70 1772.70 1763.20 1691.10
S&P 500 4545 1.66 3.50 4.42 22.39 33.55
Russell 1000 Growth 1.81 2.26 3.83 21.05 32.09 Currencies Current 9/30/21 6/30/21 3/31/21
Russell 1000 Value 1.56 4.95 5.12 22.57 36.72 USD/Euro ($/€) 1.16 1.16 1.19 1.17
Russell 2000 1.14 3.36 4.44 16.88 41.95 USD/GBP (S/£) 1.38 1.35 1.38 1.38
Russell 3000 1.66 3.52 4.44 21.45 34.73 Yen/USD (¥/S) 114.31 111.50 111.05 110.61
MSCI EAFE 0.63 0.38 2.48 11.60 28.20
MSCI Emg Mkts 0.75 2.60 (1.84) 2.22 16.48  TreasuryRates Current 9/30/21 6/30/21 3/31/21
Fixed Income AYield 1Wk 1 Mo 3 Mo YTD 1Yr 3 Month 0.06 0.04 0.05 0.03
US Aggregate 1.83 0.01 0.01 (0.04) (0.31) (0.47) 2Year 0.48 0.28 0.25 0.16
High Yield 4,42 0.02 (0.00) (0.15) (0.70) (0.99) 5Year 1.22 0.98 0.87 0.92
Municipal 1.80 0.00 0.01  (0.02) (0.11) (0.20) 10Year 1.66 1.52 1.45 1.74
30Year 2.08 2.08 2.06 2.41
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Investment Advisory Services are offered through Becker Wealth Management, LLC, an SEC Registered Investment Adviser. This newsletter is not to give investment advice. Before investing
in any advisory product please carefully read any disclosure documents, including without limitation, the firm’s Form ADVs. Indices do not reflect the deduction of any fees or expenses.
They are not available for direct investment. Exposure to an asset class represented by an index is available through investable instruments based on that index. The Dow Jones Industrial
Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the Nasdaq. The DJIA was designed to serve as a proxy for the
broader U.S. economy. The Nasdaq Composite Index is the market capitalization-weighted index of over 3,300 common equities listed on the Nasdaq stock exchange. It is used as a
broad-based market index. The S&P 500 index is designed to be a broad based unmanaged leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the
large cap universe or representative of the equity market in general. The Russell 3000® Index measures the performance of the largest 3000 U.S. companies representing approximately
98% of the investable U.S. equity market. Total Return assumes dividends are reinvested. The Russell 1000 is a subset of the Russell 3000 Index. It represents the top companies by market
capitalization. The Russell 1000 measures the performance of those Russell 1000 companies with higher price-to-book ratios and higher forecasted growth values. The Russell 2000 index
is an index measuring the performance of approximately 2,000 small-cap companies in the Russell 3000 Index, which is made up of 3,000 of the biggest U.S. stocks. The Russell 2000
serves as a benchmark for small-cap stocks in the United States. Visit www.russell.com/indexes/ for more information regarding Russell indices. The MSCI EAFE Index is a free float-
adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the US & Canada. The MSCI Emerging Markets Index is
a free float-adjusted market capitalization index that is designed to measure equity market performance in the global emerging markets. The information published herein is provided for
informational purposes only, and does not constitute an offer, solicitation or recommendation to sell or an offer to buy securities, investment products or investment advisory services.
Nothing contained herein constitutes financial, legal, tax, or other advice. These opinions may not fit your financial status, risk and return profile or preferences. Investment
recommendations may change, and readers are urged to check with their investment adviser before making any investment decisions. Estimates of future performance are based on
assumptions that may not be realized. Past performance is not necessarily indicative of future returns or results. No representation is made as to the accuracy, completeness or timeliness
of the information in this material since certain information herein is based on or derived from information provided by independent third-party sources. All enclosed material including
market analysis data provided Taiber Kosmala & Associates, LLC. There is no duty to update this information. The Wilshire 5000 Total Market Index represents the broadest index for the
U.S. equity market, measuring the performance of all U.S. headquartered equity securities with readily available price data. The PHLX Semiconductor Sector Index (SOX) is a capitalization-
weighted index composed of 30 semiconductor companies. The companies in the Index have primary business operations that involve the design, distribution, manufacture and sale of
semiconductors. The index is designed to track the performance of listed semiconductors. The Case-Shiller Index, formally known as the S&P/Case-Shiller Home Price Index is made up of
several indexes that track the value of single-family detached residences using the arms-length and repeat-sales methods. It is used as a barometer not just of the housing market, but also
of the health of the broader economy. For more information on the index, please visit https://www.spglobal.com/. All information obtained from Taiber Kosmala & Associates (2020. The
secured overnight financing rate (SOFR) is a benchmark interest rate for dollar-denominated derivatives and loans that is replacing the London interbank offered rate (LIBOR). Interest rate
swaps on more than $80 trillion in notional debt switched to the SOFR in October 2020.






