
U.S. stock indexes ended higher Friday, 
with the Dow enjoying a bump from 
enthusiasm about a breakup of blue-chip 
component Johnson & Johnson JNJ, but the 
main benchmarks still saw losses for the 
week.

Stocks have been buffeted by inflation 
fears, with the government debt yields 
rising, but overall investors are betting 
that corporate profits will remain healthy 
despite supply-chain challenges and a 
surge in consumer demand in the 
aftermath of the COVID-19 pandemic.

The Dow Jones Industrial Average DJIA 
rose 179.08 points, or 0.5%, to close at 
36,100.31. The S&P 500 SPX gained 33.58 
points, or 0.7%, to finish at 4,682.85. The 

Nasdaq Composite Index COMP advanced

156.68 points, or 1%, to end at 15,860.96.

For the week, FactSet data show that the 
Dow declined 0.6%, the S&P 500 fell 0.3%, 
and the Nasdaq Composite slid 0.7%, with 
weekly losses for the trio of equity indexes 
snapping a streak of five straight weekly 
advances.
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US Consum er  Pr ice Index at  i t s h ighest  
level since 1990

Efforts to prove that the current surge in 
the US Consumer Price Index is temporary 
are being tested as price increases spread 
through all sectors of the economy, not just 
those affected by supply chain disruptions 
or short-term pressures stemming from the 
reopening. In October, the consumer price 
index (CPI) rose 6.2% year over year while 
the core measure of prices, excluding food 
and energy, rose 4.6%. Although wage 
pressures are contributing to higher prices, 
most consumers don't have enough money 
to keep up. According to US President Joe 
Biden, the main cause of price pressure is 
the high cost of energy, which he believes 
to be the main cause of the data. However, 
prices rose in a variety of categories, 
including rents, used vehicles, and health 
care. Wednesday, the day after the report 
was released, the yield on the 10-year 
Treasury note rose 14 basis points as 
traders priced in an interest rate hike from 
the US Federal Reserve as early as next July.

Biden broadens Fed chair  search

Bloomberg reported that Biden interviewed 
Fed Governor Lael Brainard for the role of 
Fed chair. The current Fed chair Jerome 
Powell was also interviewed. Powell, once 

seen as a shoo-in for the top job, has drawn 
criticism from progressive Democrats over 
a trade scandal that forced the resignation 
of two regional Fed bank presidents and for 
easing banking regulations after the global 
financial crisis. Brainard, who has served as 
a governor since 2014, has a reputation for 
being tough on regulation and more dovish 
on monetary policy. Earlier in the week, Fed 
Governor Randal Quarles announced his 
intention to resign from the Fed's board of 
governors after his term as chair of the 
Financial Stability Board expires at the end 
of the year. Quarles was the Fed's top bank 
regulator until his tenure as vice-chair for 
supervision expired in October. Quarles's 
term as Fed governor would have expired 
in 2032.

China and t he US com m it  t o cl im at e 
act ion

On Wednesday, China and US issued a joint 
statement on enhancing climate action at 
the COP26 conference in Glasgow. Biden 
and Xi are scheduled for a virtual summit 
on Monday. Although Chinese climate 
envoy Xie Zhenhua criticized the agreement 
as vague in some quarters, he said the two 
sides are committed to concrete 
cooperation. In their joint declaration, the 
two countries pledge to work together to 
reduce methane emissions, protect forests, 
improve technology, and increase the use 
of renewable energy sources.



HEADLINERS

Following Wednesday's release of US 
inflation data, the odds of the swift passage 
of Biden's Build Back Better agenda 
diminished as Senator Joe Manchin (D-WV), 
one of two moderate Democratic Senators 
who expressed concern about the bill, said 
he feared more government spending 
would boost prices. Inflation is not 
transitory, according to ManchinIn late last 
week's US House of Representatives 
session, a bipartisan infrastructure package 
of $1.1 trillion was passed. March saw the 
passage of a COVID-19 relief bill worth $1.9 
trillion.

According to OPEC, high oil prices will crimp 
demand for the rest of 2021. The 
organization, however, forecasts a growth 
rate of 5.6% this year and 4.2% next year 
despite high energy costs.

In its Financial Stability Report, the Fed 
noted increases in asset prices, inflation, 
slow COVID progress, stablecoins, and 
Chinese real estate as threats to the 
economy.

Pfizer announced on November 9, 2020, 
that its experimental COVID-19 vaccine had 
been 90% effective in clinical trials. 
According to FactSet, the S&P 500 has risen 
32% since that announcement, while West 
Texas Intermediate crude oil has risen 
120%.

According to the Wall Street Journal's report 
on Friday, North American companies 
ordered more industrial robots this year 

due to a labor shortage.

It was reported this week that automotive 
supply chain snags may be easing as 
semiconductor supplies normalize.

The United States warned its allies this 
week that Russia is massing troops along 
its border with Ukraine and may be 
planning an invasion. A similar buildup in 
June was calmed by the proposal of a 
summit between Biden and Putin. 
Migration issues and the transportation of 
Russian natural gas to the EU through 
Ukraine are two of the things that cause 
friction between the two countries.

The Federal Reserve reported 10.4 million 
unfilled job openings as of the end of 
September, while the nation's quit rate  
also reached a record high

EARNINGS NEWS

According to FactSet Research. 92% of the 
constituents of the S&P 500 Index have 
reported for Q3 2021, and blended 
earnings per share (the average of reported 
and estimated earnings) indicate earnings 
growth of 39% and sales growth of 17.5%, 
respectively. FactSet 's consensus earnings 
growth estimate for the index was 27.5% 
prior to the reporting season.
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Shares of Johnson & Johnson JNJ rose 1.2% 
after the healthcare company said it was 
going to split into two companies.

Lordstown Motors RIDE dropped 17.6% 
after the company reported a loss for the 
third quarter.

Electric-vehicle maker Rivian Automotive 
Inc. RIVN climbed 5.7% in its third day of 
trading as a public company on the Nasdaq.

Shares of Regeneron Pharmaceuticals Inc. 
REGN edged up 0.7% after the company 
said its monoclonal antibody cocktail has 
been authorized in Europe, both as a 
treatment and to prevent COVID-19 in cases 
when someone has been exposed to the 
virus.

Shares of Farfetch Ltd. FTCH jumped 17.6% 
after Switzerland-based luxury goods maker 
Cie. Financière Richemont SA CFRUY CFR 
said it was in advanced discussions with the 
software company to boost their 
partnership.
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Click to take a quick look at how federal income taxes work.           

                Randall Fielder
(713-955-3555, Randall@park10financial.com)
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HOW INCOME TAXES WORK

Do you have questions about your finances, 
the market, or the economy?

Park 10 Financial has the knowledge and 
expertise to answer all of your concerns. 

Em ail:  info@park10f inancial.com  

http://www.park10financial.com/resource-center/tax/how-income-taxes-work
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