
Will the Sugar Rush Continue?
George Gumbiner
- A few words on Labor Day
The national holiday of Labor Day honors and recognizes the American labor movement along with the works and
contributions of laborers towards the economic growth of the U.S.. The celebration, which started in the late 1800s, was
promoted by the Central Labor Union and the Knights of Labor, both of New York City.[1] On June 28, 1894, Congress
legislated that the first Monday in September each year would be recognized as Labor Day. Americans celebrate the holiday
with parades, picnics, and parties. 
-Equity Review
The major indices continued to reach new record highs. Through August, over 50 new highs have been registered by the
major indices. As of month-end, the S&P 500 finished the month up 2.9%, marking its largest monthly rise since April.[2] The
S&P 500 hit its latest high for August on the 30th reaching 4537 that day. 
The Dow Jones Industrial Average (DJIA) closed August in the "green" - its second consecutive monthly gain up 1.2%, while
the NASDAQ Composite finished August up 4%, its third consecutive monthly gain.[3]
Multiple highs seem to be expected, as we saw last month. The August 30 new highs for the S&P Total Market, the S&P 500,
the NASDAQ Composite, the Russell 1000 and 3000, are apparently a reaction to positive statements by Federal Reserve
(Fed) Chair Powell regarding inflation will moderate in 2022. Powell did hedge by stressing the possible economic effect of
the COVID 19 Delta variant. 
Referencing ETFs, the S&P 500 returned 16.2% per year with dividends reinvested through August for the trailing 10 years.
[4] The growth sector ETF of the S&P 500 rose 23.48% per year, while its value equivalent closed did 19.15%.[5] Please
note the following:
Index                                August Close              Year-to-Date %               % Gain from 2020 Low[6]
DJIA                                   35,360                        15.53                                  94.14
DJ Utilities                             934                         8.06                                    57.50
DJ Transportation           14,661                        17.23                                  126.21 
DJ Total Stock Market    46,882                       19.54                                  113.47
S&P 500                             4,522                         20.41                                 106.38
S&P MidCap 400              2,753                         19.36                                 113.10
NASDAQ Composite      15,257                        18.40                                 130.11
Russell 1000                      2,537                        19.64                                 111.76
Russell 2000                     2,273                         15.14                                 128.21
Russell 3000                     2,682                         19.32                                 113.02

[1]www.wikipedia.com Labor Day 9/5/21
[2] www.wsj.com Stock Edge Lower, but Finish August with Gains 8/31/21
[3] ibid.
[4] www.morningstar.com iShares Core S&P 500 8/31/21
[5] www.morningstar.com iShares Growth 500 ETFs iShares Value 500 ETFs 8/31/21    
[6] www.wsj.com US Americas Stock Indexes 8/31/21                              
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As of month end, the S&P 500 notched its fastest "doubling plus" in history - from 2,191 to 4,537 on the 30th. Factors for
the advance include impressive earnings; strong momentum; cautious Federal Reserve tapering expected; analysts remaining
positive; real estate appreciation - especially home owners; and an understanding that higher inflation does not equate to a 
bear" market. 
Other positives going forward is the pandemic induced cash hoard due to direct government stimulus payments to
individuals, shutdown-induced savings from Americans working from home, and small business decisions to hold onto grants
or loans totaling almost $17 trillion.[7] The Commerce Department reported that household income for July marked its
biggest jump since March - a 1.1% gain, which contributed to equity markets reaching new highs.[8]
International markets have realized their share of gains as well. Please note the following (best to worst):
Country/Index                              Closing Value               Year-to-Date % [9]
Argentina Merval                             76,451                         49.24
Austria ATX Index                              3,619                         30.18
Denmark OMX Copenhagen            1,799                         22.83
Russia RTS Index                                1,684                         21.38
Finland OMX Helsinki                     13,186                        21.28
Mexico IPC                                        53,239                       20.81
India S&P BSE Sensex                     57,552                        20.53
France CAC 40                                   6,680                        20.33
Canada S&P /TSX Composite       20,582                        18.07
Norway OBX Index                           1,226                         17.11
Italy FTSE MIB                                26,009                         16.99
Israel Tel Aviv 125                           1,828                         16.61
Germany DAX                                15,835                         15.43
Australia All Ordinaries                  7,823                          14.20
U.K. FTSE 100                                 7,119                          10.20
Chile Santiago IPSA                        3,000                            5.01
Japan Nikkei 225                          28,089                           2.35
China Shanghai Composite           3,543                            2.04
Brazil Bovespa                            118,742                          -0.23

Both Argentinian equities and that nation's sovereign debt have made huge gains over the year. For decades, Argentina has
suffered economic crises. One factor we understand is the $4.3 billion infusion by the International Monetary Fund (IMF) to
help ease the national repayment of debt.[10] Secondly, the nation's economy seems to be gradually recovering. Finally, the
Argentinian central bank appears to have stabilized the exchange rate with slowly by gradual gains of currency reserves. 
The European Central Bank (ECB) has updated its positive outlook for recovery for most of the continent. Through June (our
latest report) the eurozone economy actually outpaced the U.S. in recovery. Full recovery is now anticipated by year end. As
for the U.S., as well as Europe the ECB challenge and the unknown factor is the detrimental effect of the delta COVID-19
spike. Eurozone inflations has surged to 3% in August - well above its 2% target.[11] The increase was fueled by higher
energy costs, food prices, along with large and unexpected increases in industrial goods.[12]
The Chinese economy, the world's second largest, is in a summer slump. The Chinese purchase manager's index reported a
significant drop especially in the services sector. Efforts to contain the COVID-19 delta variant outbreak has hurt tourism
along with shutdowns of major cities in the country's eastern economic centers. 
The Indian economy is growing at an all-time record pace after digging out of one of its deepest recessions in years. Through
June (our latest report), the country's GDP grew by 20.1% -after last year's contraction of about 24%.[13] 2020 was India's
sharpest decline on record. India was the first nation to be hit by the Delta variant. 
[7] www.marketwatch.com US Households and Small Businesses have Stockpiled $17 Trillion 8/25/21
[8] www.marketwatch.com US Households Income Jumped in July 8/27/21
[9] www.wsj.com US Americas Stock Indexes; Europe; Asia Stock Indexes
[10] www.reuters.com Analysts - Argentina's Markets are Flying 
[11] www.reuters.com ECB Decisions to Reflect Better Growth 9/2/21
[12] www.reuters.com Eurozone Inflation Surges to 10-Year High 8/31/21
[13]www.wsj.com India's Economy is Healing but Buttered by COVID-19 8/31/21

 

 "Inflation is like toothpaste. Once it's out,
you can hardly get it back in again."

- Karl Otto Pohl



-Fixed Income Review
So much drama regarding equities, and about the opposite for debt and commodities. Yields on U.S. mid-term treasuries
have budged higher since the second quarter. As of August 31st, the U.S. 10-year T-note had a yield of 1.302%.[14] A year
ago last March, the 10-year hit a low yield of 0.38%. Analysts at TD Securities - and others- anticipate modestly higher
yields by year-end, in the 1.75% range.[15] Much of the yield gain is due to Federal Reserve tapering of its bond buying in
the future. 
In the search for higher yields, and yields that will show a positive return after higher anticipated inflation, investors have
been drawn to riskier debt obligations. Sales of securities backed by bundles of low-rated risky corporate loans have set
monthly records in August. Last month, more than $18.7 billion of corporate loans with junk credit ratings were packaged
and sold to investors.[16] That is the highest monthly total going back to January 2011.[17] 
Please note the following table as of August 31st:
Bond                     Yield                          Bond (10- Year Sovereign)  Yield % [18]
30-Year T-Bond   1.92                         German                                  -0.38
10-Year T-Note   1.30                         U.K.                                          0.62
5-Year T-Note     0.77                         Japan                                       0.02
3-Year T-Note     0.39                         China                                       2.86
1-Year T-Bill        0.07                         France                                    -0.02
90-Day T-Bill      0.04                          Italy                                         0.70
                                                                Spain                                       0.33

-Commodities Review
Hurricanes, Chinese climate policy, and global trade bottlenecks have been affecting various commodities as much as supply
and demand. Steel is up; iron ore is down; copper has plateaued; gold and silver continue to disappoint; and aluminum is
setting record highs. Oh yes, fossil fuels remain high. Crude oil closed August at $68.60/barrel up 41.68% year-to-date but
off 2.32% for the month.[19] Gold gained only 0.04% for the month with an August close of $1,817.80 per troy ounce.[20]
Silver lost 5.95% last month with an August 31 close at $23.95/ounce.[21]
For the year so far, energy stayed strong but stable. See the following:
Commodity               Year-to-Date [22]
Natural Gas               72.4
Gasoline                     62.1
Diesel                         44.3
As mentioned, aluminum, which is plentiful, has jumped to $2,650 per metric ton or about 80% higher than its May 2020
low.[23] Last year, the pandemic hammered sales to the aerospace and transportation industries. Much of the metal is in
Asia while the U.S. and European buyers are short-handed due to shipping bottlenecks at major ports. Containers used to
move industrial metals are also in short supply. Demand has bounced back since the pandemic has eased, but production has
failed to keep up.
-Going Forward and Consider Rising Inflation 
Last month, the final touches that may have pushed the markets to new highs were the Fed comments and the latest jobs
report for the month. The unemployment rate fell from 5.4% to 5.2% in line with estimates.[24] All time market highs for
utilities, the S&P 500, the SD&P MidCap 400, the NASDAQ Composite reacted to that news. Since then through Friday
September 10 all major indices have eased off with the mid-caps dropping 2.43%. What may be the cause?
As noted in the July letter, historically September has the worst equity record over roughly the last century. But also as noted
often, historical statistics are no predictor and records are always made to be broken. The summer season, normally is weak
but not for 2021. Fall is historically positive after September. We see uncertainty in three areas; Federal Reserve tapering
after more than $1 trillion has flowed into U.S. and international equities as far this year [25]; the delta variant of COVID-19
- in August 5.6 million individuals said they didn't work or worked shortened hours because of the pandemic [26]; and fear of
rising and sustainable inflation. 
[13]www.wsj.com India Economy is Healing but Buttered by COVID19 8/31/21
[14] www.wsj.com Bonds and Rates 8/31/21
[15] Wall Street Journal Yields Rise on Jobs Report 9/4/21
[16]www.wsj.com Investors Searching for Yield Pump Up Sales of Risky Company Debt 8/31/21
[17] ibid.
[18] www.wsj.com Bond & Rates 8/31/21
[19] www.marketwatch.com Crude Oil  [20] Gold [21] Silver 
[22] www.wsj.com Track the Markets 8/31/21
[23] www.wsj.com Aluminum Notches Decade Highs 8/30/21
[24] www.marketwatch.com US Adds just 235,000 jobs in August 9/3/21
[25] www.marketwatch.com September is the worst month for stocks 9/14/21
[26] Wall Street Journal Delta Variant Throttles Job Growth 9/4/21



Using the Consumer Price Index of July - 0.5% - means that one will need $153,804 in July 2021 to buy with what
$100,000.00 was held in July 2001.[27] Over the last 10 years one needs $120,839 today that $100,000 would by of
goods and services July 2011.[28] Last Friday, the Bureau of Labor Statistics (BLS) reported that the Producer Price Index
(PPI) increased 1.09% in July.[29] Over the trailing year, the PPI increased 8.3% due to demand, persistent supply chain
disruptions [30], and economic reflation worldwide. The CPI for August will be released later this week - should be
enlightening - watch for rising prices for used cars, airfares, hotel lodging, and apparel any other consumer products. 
As of August end, the official U.S. national debt stood at $28.7 trillion with total debt plus unfunded liabilities at $85.8
trillion.[31] Stagflation - high interest rates, high inflation, high unemployment along with slow economic growth - is a
possible scenario being discussed on Wall Street. 
Wall Street analysts and portfolio managers also discuss remedies. Consider the equity markets over time with disciplined
and periodic contributions. If an investor put $10,000 into the S&P 500 in July 2011 and added $100 monthly to that
index, the July 2021 resulting value would be $65,542 on total invested capital of $22,000. The annualized rate of return
was 14.593%. The value after capital gains tax would be $58,814.[32] This return beat inflation. We have other
suggestions. Please give us a call!
[27] www.dqydj.com S&P 500 Return Calculator 8/31/21
[28] ibid.
[29] www.bls.gov News Release 8/10/21
[30] www.bloomberg.com US Producer Prices Increased in August 9/10/21
[31] www.usdebtclock.org 8/31/21
[32] www.dqydj.com S&P 500 Periodic Reinvestment 8/31/21

 "Inflation is the one form of taxation that can be imposed without legislation."
-Milton Friedman

 "Inflation is like sin; every government denounces it and every government
practices it."

- Frederick Leith-Ross

With students returning to school, parents are encouraged to open up a 529. Scholars Choice is the state administrator of
college savings plans offering unique benefits to you, including a 529 College Savings Program with a Colorado state tax

deduction and the only Colorado 529 college savings plan that is FDIC-Insured.
Savings can be used most anywhere in the country at eligible community colleges, public/private four-year colleges and

universities, graduate and post graduate programs and even vocational and trade schools. Contact our 529 specialist
Denise for more details. 

 


