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Overview-
After a very good stretch of gains, the U.S. stock market "allowed" investor anxieties get the better of it. For the month
the S&P 500 eased 4.8%, its largest monthly decline since March 2020. The DJIA fell 4.3% while the NASDAQ Composite
gave up 5.3%.[1] With the last day of the month and the third quarter, the S&P 500 ended 5.1% below its September 2
record close at 4,536.[2] Concerns remain, including inflation, supply-chain bottlenecks, the highly contagious Delta
variant, economic outlook uncertainties, and a possible stalemate on the multi-trillion spending package in Washington,
D.C..
Despite the monthly drop, the S&P 500 did eck out a positive return for the quarter gaining 0.2%. Please refer to the
following table:

U.S. Index                                       September Close                     Year-to-Date %           % Gain From 2020 Low [3]
DJIA                                                  33,843                                       10.58                            85.8
DJ Transportation Average        14,002                                        11.96                           116.0
DJ Utility Average                         874                                              6.11                             47.3
DJ Total Stock Market                 44,705                                        13.99                           103.5
S&P 500                                           4,307                                          14.68                           96.5
S&P MidCap 400                           2,640                                          14.48                           123.5
NASDAQ Composite                   14,448                                        12.11                           117.8
Russell 1000                                   2,418                                          14.02                           101.8
Russell 2000                                   2,204                                          11.62                           121.2
Russell 3000                                   2,559                                          13.84                           103.2
[1] Wall Street Journal Stocks Retreat to Cap Month p.B11 10/1/21
[2] www.marketwatch.com A Bullish U.S. Stock Market Streak is Swapped 9/30/21
[3] www.wsj.com U.S. & Americas Stock Indexes
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"Inflation is the one form of taxation that can be imposed without legislation."
- Milton Friedman

""Innovation is the central issue in economic prosperity."
- M. Porter



On the international front major indices were mixed for September - those that exported fossil fuels generally
improved. Chinese markets continued their decline. Note the following (selected best to worst):

Nation/Index                                       September Close                          Year-to-Date % [4]
Argentina Merval                                 77,363                                             51.02
Russia RTS Index                                  1,777                                               28.13
India S&P BSE Sensex                         59,126                                             23.82
Norway  OBX Index                             1,270                                               21.31
Israel 125                                                1,859                                               18.60
France CAC 40                                      6,520                                               17.45
Mexico IPC                                            51,385                                             16.61
Italy FTSE MIB                                      25,683                                             15.52
Canada S&P/TSX Composite            20,070                                             15.13
Australia All Ordinaries                      7,629                                                11.37
Germany DAX                                      15,260                                              11.24
U.K. FTSE 100                                       7,086                                                9.69
Spain IBEX 35                                       8,796                                                 8.95
Singapore Straits Times                     3,086                                                 8.54
Japan Nikkei 225                                 29,452                                              7.32 
Greece Athex Composite                  865                                                    6.97
S. Korea KOSPI                                    3,086                                                 6.80
DJ Global ex. U.S.                                301                                                     4.67
China Shanghai Composite               3,568                                                  2.74
Chile Santiago IPSA                            2,900                                                  1.51
New Zealand S&P/N2X 50              13,275                                                1.41
Turkey BIST 100                                 1,406                                                 -4.76
Brazil Bovespa                                     110,979                                            -6.75
Hong Kong Hang Seng                       24,575                                              -9.75

Both domestic and international, the energy sector of equities outperformed all others, surging 9.3% in September
for U.S. based companies.[5] Among mutual funds "Equity Energy" returned 41.01% on average Year-to-Date.[6]
The worst performance among mutuals so far this year was "Equity Precious Metals" with an average plunge of
16.61%.[7]

Commodities -
We have read about the skyrocketing cost of buying homes across the U.S.. A key factor is materials. The futures
market for lumber has risen almost 40% since last August.[8] Lumber's climb is part of a broad rally in commodities
including natural gas which price rose 61% in the third quarter.[9] Factors credited to commodity price increases
includes Hurricane Ida damaging chemical companies and energy refineries; ongoing supply chain disruptions
affecting iron ore; fires in British Columbia, Canada, and U.S. Pacific Northwest closing down sawmills; and
shortages of labor and transportation problems. For the third quarter and Year-to-Date, consider the following:

Commodity         3Q %   Year-to-Date %        Commodity       3Q %    Year-to-Date % [10]         
Natural Gas          60.7        131.1                        Orange Juice   11.8       7.5
Cotton                   28.3        38.0                           Diesel               10.0        58.6
Coffee                   21.7         51.3                          Wheat               8.0         13.3
Sugar                     12.5         28.0                          Crude Oil          2.1         54.6
Cocoa                    12.4          1.9                            Gasoline           0.4         60.0
[4] www.wsj.com Asia, U.S. Americas, Europe Stock Indexes 9/30/21
[5] www.marketwatch.com The S&P 500's Energy Sector Was the only Port in September 9/30/21
[6] www.morningstar.com Benchmark Universe 10/1/21
[7] ibid. 
[8] Wall Street Journal Lumber Prices Swing Up Again p.B11 10/2/21       
[9] ibid. 
[10] www.wsj.com Track the Markets 9/30/21



Precious metals remained under pressure for September as well as for the quarter and year. Note those most
followed:
Commodity      Third Quarter %      Year-to-Date % [11]
Gold                     -0.9                           -7.3
Copper                -4.8                            16.4
Platinum            -10.2                         -10.6 
Silver                  -15.8                         -16.4

The two key factors that have spurred valuations for agriculture and material commodities comes down to world
economies reopening and inflation. Aluminum has seen prices more than double to records in the U.S. Midwest -
reaching a 13-year high following disruptions to global supplies.[12] Soybean and corn prices has soured as well.
Wheat is at highs not seen since January 2013. Oat futures reached a new record high this year.[13] Blame is based
on inflationary pressures, pandemic-related labor and supply chain issues, higher energy prices, changing U.S. policy
increasing the demand for biofuel, and on-going demand due to world population growth. Part of the recent
weakness in copper prices has been attributed to the potential collapse of China's Evergrande - one of China's (and
the world's) biggest property developers. Chinese growing debt and potential corporate "Lehman Moments"
explains the recent poor performance of Chinese stocks. 

Fixed Income - 
Rates of U.S. treasuries eased early in the quarter and then seems to edge back up during September. For review
and current yields, note the following:
Bond                            Yield % 9/30/21          Yield % 12/31/20 [14]
30-Year T-Bond        2.04                                 1.64
10-Year T-Note         1.48                                 0.91
3-Month T-Bill           0.04                                 0.07

Holding bonds so far this year has not been rewarding. Please review the following rates of return through the end
of September and the quarter:
Bond                                                         3rd Quarter %       Year-to-Date % [15]
1-3 Year U.S. Treasuries                            0.0                             -0.3
20+ Year U.S. Treasuries                           0.0                             -8.5
7-10 Year U.S. Treasuries                         -0.2                            -3.9
International Bonds                                   -0.2                            -2.7
Treasury Inflation-Protected                  -0.3                              0.0
U.S. Bonds Total Market                          -0.5                            -3.0
High-Yield Corporate Bonds                   -0.6                             0.2 
Municipal Bonds                                         -0.9                           -0.9
Investment-Grade Corporate Bonds     -1.0                           -3.7
Emerging-Market Bonds                          -2.1                            -5.0      

The interest rate rise of the 10-Year T-Note in September is in response after the Federal Reserve indicated it was
ready to begin reversing its pandemic stimulus programs as early as November. The six-day rise to 1.50% (before
settling back) was the biggest such advance since June 2020.[16] Most economists we read anticipate bond yields
to drift higher if the Federal Reserve acts as stated and if inflation remains where it is or rises. The challenge for
bond investors currently and may be in the future is whether there will be a positive real rate of return net inflation
and taxes. We'll see!
[11] ibid.
[12] www.marketwatch.com Why Some Benchmark Aluminum Prices have Soared 9/15/21
[13] www.investing.com Archer Daniels Midland Bunge; Turbocharged 10/5/21
[14] www.wsj.com Bonds & Rates 9/30/21
[15] www.wsj.com Track the Markets 9/30/21
[16] Wall Street Journal Stocks End Quarter in Turmoil p.A1 10/1/21



Inflation Thoughts - 
A recent study from the Pew Research Center stated that the No. 1 economic concern expressed  was inflation.[17] 
 Some 63% of Americans say they are "very concerned" about rising prices, especially for food and consumer goods -
only 29% feel "very concerned" about unavailability to find work.[18] Both the Federal Reserve and the Biden
administration feel the inflation spurt is transitory and will abate in 2022. Maybe. 
The latest Producer Price Index, for August, increased 0.7%. On an unadjusted basis, the final demand index rose
8.3% for the trailing 12 months.[19] The Consumer Price Index increased 0.3% in August and for the trailing year -
it rose 5.3%.[20] This is well above the Federal Reserve's 2.0% long-term target. The hope for modest inflation will
be resolution of the supply chain issues and a reversal of delta COVID shutdowns in Asian country factories and
ports. For the trailing year, energy prices have risen 25% followed by new vehicles up 7.6% and food 3.7%.[21]
Using the Consumer Price Index, it world take $120,756.14 in August this year to buy what $100,000 would have
bought in August 2011.[22] If we go back to August 2000, a $158,314.24 today would buy the same goods and
services $100,000 then.[23]
Retail gasoline prices have risen by a dollar over the past 12 months as the economy  began to reopen, increasing
the demand for fuel. We all see it on the highways, city streets, and at the gas pump. Higher gas prices also crimp
consumer budgets. On average, current prices are at $3.20 per gallon for regular gasoline.[24]
Will high inflation kill the bull market? Inflation is always more money chasing scarce assets. Well managed
corporations in free markets can and will make adjustments. Corporations with ample liquid assets, pricing power
and control over their costs will succeed. We have suggestions, so give us a call!

A Few Tax Tips - 
As of September 30th, the official national debt figure is now $28.823 trillion or $86,623 per citizen, or $228,999
per tax payer.[25] The U.S. Federal debt ratio to GDP is currently 125.9% up from 56.18% in year 2000.[26] The
debt is over $100 billion more than it was at the beginning of September, not including the two spending packages
currently being negotiated by Congress and the Biden administration. There will be significant changes in the
extensive tax code that will be executed for 2022. We need to think and plan ahead as legislation is passed by
Congress and signed by President Biden. A few thoughts:
- think moving assets to a tax-free world such as ROTH IRAs and ROTH 401k plans
- investments in qualified opportunity funds and zones 
-qualified small business stock can allow an investor to defer capital gains, tax advantages of tax basis adjustments
and possible appreciation exclusions
-possible extension of the child credit and dependent care 
-broadening credits for making energy-saving home upgrades.

We anticipate legislation being passed and signed before the year-end. Stay tuned!

In Closing - 
We had a great quarter and a great trailing year. As often stated, the equity markets are not a zero-sum game, but
reflect overall economic growth through ownership. The latest estimated earnings growth rate for the S&P 500 is
27.6%. If that rate holds, it will mark the third-highest (year-over-year) earnings growth rate reported since 2010.
[27] For the trailing 20 years ending September 10, 2021, the total S&P 500 return was 326.805% or 7.52%
annualized. With dividends reinvested, the results jump to 525.361% and 9.599%.[28] We call that growth for our
economy and it should be for you as well. 
[17]www.wsj.com What is Inflation Is Here to Stay? 9/28/21
[18] ibid. 
[19]www.bls.gov Producer Price Index 9/30/21
[20] www.bls.gov Consumer Price Index 9/30/21
[21] www.ftportfolios.com August CPI 9/14/21
[22] www.bls.gov CPI Inflation Calculator 10/1/21
[23] ibid.
[24] www.tet.com Higher Gas Prices Cut Household Income 10/6/21
[25]www.usdebtclock.org 9/30/21
[26] ibid.
[27] www.factset.com Key Metrics 10/1/21
[28] www.dqydj.com S&P 500 Return Calculator 10/1/21

"Never before in history has innovation
offered promise of so much to so many in

so short a time." 
-Bill Gates


