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-Overview
The equity markets never cease to surprise! U.S. stocks closed out October not only vastly better than the
pundits expected, but realized their strongest month since last November - even with weakness by two of
the major tech stocks - Apple and Amazon.com. Both of those companies warned shareholders of ongoing
supply-chain disruptions that were hindering manufacturing and sales. As of market close October 29th,
the DJIA hit another intraday record at 35,852. For the month, the DJIA climbed 5.8%, while the S&P 500
rose 6.9% and the NASDAQ rocketed up 7.3%.[1]
Historically, with November, we enter the best three-month stretch of market appreciation.[2] Who
knows, maybe October was just the warm-up which was plentiful with its share of new highs. Note the
following:
Index
DJIA
DJ Transportation Average
DJ Utility Average
DJ Total Market
S&P 500
S&P MidCap 400
NASDAQ Composite
Russell 1000
Russell 2000
Russell 3000

October Close % Gain from 2020 Low
35,819
96.6
15,906
145.4
915
54.3
47,670
117.0
4,605
110.1
2,794
136.5
15,498
133.7
2,583
115.6
2,297
130.6
2,730
116.8

Year-to-Date % [3]
17.1
27.1
5.9
21.5
22.6
21.1
20.2
21.8
16.3
21.4

Thought for the Day!
It took 354 trading
days for the S&P 500
to double from its
COVID-19 low March
23,2000 - the fastest
doubling since World
War II! [24]

This three-month period of historic gains is often attributed to holiday-spending, most people contributing
to their IRA and retirement accounts along with anticipated employer contributions, and a generally good
feeling as the weather cools and employees are back from summer breaks. All told, October saw 7 major
indices hit new record highs- all during the last week of the month.
Two ongoing factors that have been supportive for the markets after a weak September are cheap
plentiful money and low interest rates. The markets in recent days also seem to be buoyed by reports of
fading prospects for tax increases while the latest two-for-one government spending proposal appears to
be voted on - and approved - by early November.
[1]www.marketwatch.com S&P500,NASDAQ, and Dow Finish October at Record 10/29/21
[2]www.marketwatch.com Here Comes the Best Three Months 10/31/21
[3]www.wsj.com Here Comes the Best Three Months 10/31/21

-International
The Eurozone economy grew briskly over the summer and out-paced both the larger U.S. and Chinese economies. U.S.
real GDP increased at an annual rate of 2.0% in the U.S. third quarter. This is down from a 6.7% in the second quarter.[4]
GDP in the 19-nation Eurozone grew at a seasonally adjusted annualized rate of 9.1% in the three months before
September.[5]
Factories are re-opening in Southeast Asia as COVID-19 cases have dropped in recent weeks. It will still take weeks or
months for manufacturing to be fully restored which eventually ease supply and production shortages. Foreign markets,
except Chile, Hong Kong, and Brazil, looks promising for this year. Note the following related markets (best to worst)
through October:
Country/Exchange
Year-to-Date %
Argentina RTS Index
63.1
Russia RTS Index
32.8
India S&P BSE Sensex
24.2
Norway OBX Index
23.3
France CAC40
23.0
Israel Tel Aviv 125
22.5
Italy FTSE MIB
20.8
Canada S&P/TSX Composite 20.6
Mexico IPC
16.4
Germany DAX
14.3

Country/Exchange
Spain IBEX
Thailand SFT
U.K. FTSE 100
Greece Athex Composite
Japan Nikkei 225
S. Korea KOSPI
China Shanghai Composite
Chile Santiago IPSA
Hong Kong Hang Seng
Brazil Bovespa

Year-to-Date % [6]
12.1
12.0
12.0
11.0
5.2
3.3
2.1
-6.0
-6.8
-13.0

With the notable exception of China, economic activity across East Asia and the Pacific is on track to expand by 7.5%
this year.[7]For China factory activity worsened for a second straight month in October.[8] Rising raw material costs, a
widespread power crisis and as mentioned before a sharp slowdown of the property sector are the main contributors to
the nation's weak performance.
The slowdown in both China and the U.S., which are both the primary markets of Latin America exports, have threatened
a much needed regional rebound. The slowdown can be seen by the poor performance of both the Chilean and the
Brazilian stock markets.
-Commodities and Inflation
Consider the following:
Commodity
Natural Gas
Gasoline
Crude Oil
Diesel
Coffee
Cotton
Copper

Year-to-Date %
113.7
74.8
72.2
69.1
59.0
47.0
24.5

Commodity
Sugar
Wheat
Corn
Cattle
Platinum
Gold
Silver

Year-to-Date % [9]
24.4
20.6
17.4
12.7
-5.2
-5.8
-9.1

Do to skyrocketing energy prices big oil companies are generating their strongest cash flow in years. Both Exxon Mobil
and Chevron Corp. (both owned by clients) on Friday the 29th reported their most profitable quarterly earnings well
before the pandemic crisis, the best quarter since 2017.[10] Crude oil in October topped $80 a barrel for the first time
since 2014.[11]
Rising energy prices affect almost all manufacturing and service costs. The Consumer Price Index increased 0.4% in
September after rising 0.3% in August. Over the last 12 months, all items on average rose 5.4%.[12] The Producer Price
Index increased 0.5% in September and advanced 8.6% for the trailing 12 months.[13]
[4]www.bea.gov Gross Domestic Product 10/28/21
[5] Wall Street Journal Eurozone Economy Outpaces US China p.A7 10/30/21
[6] www.wsj.com US Americas; Eurozone, Asia Stock Indexes 10/29/21
[7] www.wsj.com East Asia Economies Face Slowing 9/27/21
[8] www.wsj.com China's Manufacturing Activity Contracts 10/30/21
[9] www.wsj.com Track the Markets 10/29/21
[10] Wall Street Journal Oil Giants Strike Gusher p.A1 10/30/21
[11] ibid.
[12] www.bls.gov Consumer Price Index 10/13/21
[13] www.bls.gov Producer Price Index 10/14/21

In terms of purchasing power, these inflation figures mean that it will take $162,505.92 as of September 2021 to buy
the same good and services $100,000.00 bought in January 2000.[14]
Recent reports reflect the U.S. recovery is caught between robust consumer demand and severe supply shortages which
leads to higher inflation. The employment-cost index , a measure of worker compensation that includes both wages and
benefits, rose 1.3% in the third quarter.[15] Compensation grew 3.7% over the past 12 months . As expected, in the face
of widespread labor shortages, employers are increasing wages and offering more benefits to recruit more workers. Will
rising wages and benefits offset rising inflation?
Regarding equities, the U.S. stock market overall has outpaced moderate rises in the cost of living. From 1927 through
2020, U.S. stocks have outperformed inflation by an average of 4.9% annually.[16] Currently, for the third quarter, 82%
of S&P 500 companies have reported a positive EPS surprise and 75% have reported a positive revenue surprise.[17] The
blended earnings growth rate, so far for quarter #3, is 36.6%![18] The benefit, even with new record high valuations is an
S&P 500 price/earnings ratio drop from 37.25 to a current 29.27 - an improving valuation for stocks.[19] Another
confidence builder is the recent September Lending Economic Index showing a gain of 0.2% for the month.[20] Generally
very optimistic, the current fourth quarter GDP estimate we see is estimating growth approaching 8.2% as reported by a
former division of the Atlanta Federal Reserve Bank.[21] Investors need to keep in mind that the S&P 500 over the
trailing 20 years ending September 10 has returned 326.8% or 7.52% annualized.[22]

-Thoughts Going Forward
In every letter we produce suggestions and methodologies to help our clients and readers achieve financial success. For a
change, I conclude this monthly with an understanding of what I see as success from a non-financial point of view. I
borrow a few lines of prose from Joshua Becker and John Muir - very special people!
[23] Defining Success Differently Joshua Becker
[24] www.vl.org Value Line Funds 11/3/21

"Rather than defining success by the brand of clothing we can afford, may we
find it in the number of people we have helped to clothe.
Rather than defining success by the amount of money in our bank account,
may we find it in the how much we used to help others.
Rather than defining success by the size of our house, may we find it in the
amount of love that was shown there.
Rather than defining success by the level of education, may we find it in the
degree of our integrity.
Rather than defining success by the type of car that we drive, may we find it
in those that we have picked up in life and set down a better road.
Rather than defining success by the number of people who love us, may we
find it in the number of people we have loved."
- Joshua Becker [23]

"The clearest the way into the Universe is through a forest wilderness. Of all
the paths you take in life, make sure a few of them are dirt."
- John Muir

