
 

 
 
 
 
 
 

 ECONOMIC REVIEW1 
• Housing starts for the month of September came in below expectations. The actual starts were 1.555 million 

compared to the expectation of 1.615 million. 
• Building permits for the month of September also came in below economists’ expectations. The actual number of 

building permits were 1.589 million compared to the surveyed number of 1.680 million. 
• Existing home sales for the month of September was 6.29 million sales, above economists’ expectations of 6.10 

million sales.  
 

INSIGHT: While housing starts overall did decline for the month, most of the decrease was attributable to the more 
volatile multi-family home sector. Single home starts were essentially flat for the month compared to multi-family 
homes which decreased 5% for the month. In the past year multi-family starts are up 38.5% while single family starts 
have fallen -2.3%. It looks like developers may be shifting some resources away from single-family home construction 
and toward larger apartment buildings in response to rapidly rising rents as some people move back into big cities and 
the eviction moratorium ends. Real estate company Zillow estimates that rental costs for new tenants are up 9.3% in 
the past year. While the median home price did fall slightly in September from near record highs, prices remain 
elevated at $352,800 per home on average. Near record high home prices should have deterred buyers, however, for 
September that was not the case as home sales surprisingly increased 7% for the month which was the largest monthly 
gain over the last year.  

 

 A LOOK FORWARD1 
• The Conference Board Consumer Confidence Index will be announced on Tuesday. The expectation is a decrease in 

confidence as the index is predicted to fall from 109.3 to 108. 
• The preliminary reading of Gross Domestic Product (GDP) for Q3 will be announced on Thursday. The consensus 

estimate is 2.4% annualized increase in GDP. For Q2 the annualized GDP increase was 6.7%. 
• Personal Income for the month of September will be released on Friday and the expectation is a decrease in income 

of -0.1% compared to the previous months increase of 0.2%. 
• Personal Consumption Expenditures (PCE) will be announced on Friday with the month-over-month estimate for 

September expected to increase 0.3%. The year-over-year estimated increase is 4.4% 
 

INSIGHT: Although cases have declined in recent weeks, for the majority of the third quarter, worries over the Delta 
variant impacted economic data. This is likely to show up in third quarter GDP and is likely the driver of the sharp drop 
from the prior quarter. According to economists, the third quarter was when we were supposed to see people return 
to the workforce and start to spend their pent up savings. However, that was not case as we received the smallest job 
gains in 8 months and the personal savings rate remained elevated at 9.4%. As a result, many economists have slashed 
their forecasts for Q3 GDP growth. The good news is that most economists agree the growth that was predicted for the 
Q3 has not disappeared altogether, it has just been pushed forward to Q4 and the beginning of 2022. 
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MARKET UPDATE 

Market Index Returns as of 10/22/211 WTD QTD YTD 1 YR 3 YR 5 YR 

S&P 500 1.66% 5.58% 22.39% 33.55% 20.29% 18.45% 

NASDAQ 1.30% 4.46% 17.68% 32.04% 27.57% 24.70% 

Dow Jones Industrial Average 1.12% 5.50% 18.30% 28.21% 14.63% 17.11% 

Russell Mid-Cap 2.02% 6.38% 22.52% 38.72% 19.52% 16.32% 

Russell 2000 (Small Cap) 1.14% 3.97% 16.88% 41.95% 15.65% 14.95% 

MSCI EAFE (International) 0.62% 2.57% 11.13% 27.61% 11.07% 9.74% 

MSCI Emerging Markets 0.75% 3.24% 1.95% 16.11% 12.09% 9.73% 

Bloomberg Barclays US Agg Bond -0.37% -0.54% -2.09% -0.98% 5.46% 2.90% 

Bloomberg Barclays High Yield Corp. -0.08% -0.26% 4.26% 9.35% 7.15% 6.22% 

Bloomberg Barclays Global Agg -0.13% -0.26% -4.31% -1.67% 4.45% 2.40% 

 OBSERVATIONS 
• U.S. equities moved higher this week as indicated by the S&P 500 which was up +1.66% on the week. 

• In the U.S., smaller sized companies underperformed their larger-sized counterparts, as the Russell 2000 index 
increased by +1.14% on the week. 

• International stocks as measured by the MSCI EAFE were positive on the week, up +0.62%, underperforming 
domestic stocks. 

• Emerging market stocks were positive on the week with the MSCI EM up +0.75%.  

• U.S. investment grade bonds were negative last week with the Bloomberg Barclays U.S. Aggregate Bond index 
down -0.37%. 

 

 BY THE NUMBERS 
DIDN’T SEE THAT COMING – From Friday 3/13/20 (the day President Trump declared a national emergency due to the 
COVID-19 pandemic) through the close of trading last Friday 10/22/21, the S&P 500 has gained +72.0% (total return), 
an annualized return of +40.0% during the pandemic.  The S&P 500 consists of 500 stocks chosen for market size, 
liquidity, and industry group representation.  It is a market value weighted index with each stock's weight in the index 
proportionate to its market value (source: BTN Research).    
 
JUST FIVE SURPLUS YEARS - The budget deficit for the United States in fiscal year 2021 (i.e., the 12 months that ended 
9/30/21) was $2.772 trillion.  The US has run a budget deficit in 56 of the last 61 fiscal years, i.e., 1961-2021.  The only 
surplus years were 1969, 1998, 1999, 2000 and 2001 (source: Treasury Department).  
 
DIFFERENT - The United States and China use different methodologies to report the quarterly change in the size of 
their respective economies.  The US reported +6.7% growth during the 2nd quarter 2021 while China reported +7.9% 
growth over the same quarter.  However, the US calculated the change in the size of its economy from 3/31/21 to 
6/30/21, then annualizes that quarterly result, i.e., +1.63% quarter-to-quarter change, raised the 4th power equals 
+6.7%.  China takes the size of its economy as of 6/30/21 and compares it to the size of its economy as of 6/30/20, i.e., 
a “year-on-year” calculation that resulted in +7.9% growth (source: BTN Research). 
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Economic Definitions 

Building Permits: This concept tracks the number of permits that have been issued for new construction, additions to pre-existing structures or major renovations. These 
statistics are based on the number of constructions permits approved. 
 
Housing Starts: Housing (or building) starts track the number of new housing units (or buildings) that have been started during the reference period. 
 
Existing Home Sales: This concept tracks the sales of previously owned homes during the reference period. Total existing home sales include single-family homes, townhomes, 
condominiums, and co-ops. All sales are based on closings from Multiple Listing Services. Foreclosed homes are only counted in the inventory if the bank is working with a 
realtor. Foreclosed homes that sell via auction (or other closings outside of the Multiple Listing Services) are not included. 
 
The Federal Reserve System: The central bank of the United States. It performs several general functions to promote the effective operation of the U.S. economy and, more 
generally, the public interest. 

PCE (headline and core): PCE deflators (or personal consumption expenditure deflators) track overall price changes for goods and services purchased by consumers. Deflators 
are calculated by dividing the appropriate nominal series by the corresponding real series and multiplying by 100. 

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the most frequently used indicator of economic 
activity. The GDP by expenditure approach measures total final expenditures (at purchasers' prices), including exports less imports. This concept is adjusted for inflation. 

Personal Income: Consumer or Household Income (often referred to as personal income) tracks all income received by households including such things as wages and salaries, 
investment income, rental income, transfer payments, etc. This concept is not adjusted for inflation. 

Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment products. The index 
includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global Market and Capital Market. 
The index was developed with a base level of 100 as of February 5, 1971. 

Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are generally the leaders in their industry. It has been 
a widely followed indicator of the stock market since October 1, 1928. 

Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent approximately 25% of the total 
market capitalization of the Russell 1000 Index. 

Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing approximately 8% of the Russell 3000 total market 
capitalization. The real-time value is calculated with a base value of 135.00 as  
of December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 

MSCI EAFE: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of December 31, 1969. The MSCI EAFE region 
covers DM countries in Europe, Australasia, Israel, and the Far East. 

MSCI EM: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap representation across Emerging Markets (EM) 
countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 

Bloomberg Barclays US Agg Bond: The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-
denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, MBS (agency fixed-rate pass-throughs), ABS and 
CMBS (agency and non-agency).  

Bloomberg Barclays High Yield Corp: The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, high yield, fixed-rate corporate bond 
market. Securities are classified as high yield if the middle rating of Moody's, Fitch and S&P is Ba1/BB+/BB+ or below. Bonds from issuers with an emerging markets country of 
risk, based on Barclays EM country definition,  
are excluded. 

Bloomberg Barclays Global Agg: The Bloomberg Barclays Global Aggregate Index is a flagship measure of global investment grade debt from twenty-four local currency 
markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate bonds from both developed and emerging markets 
issuers.  

 

 
1 Data obtained from Bloomberg as of 10/22/2021 
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