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• 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%.

Observations
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Economic Review
• 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 Forward
• 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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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). 

 Reprinted with permission from BTN. Copyright © 2021 Michael A. Higley.


