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Domestic: 
 

1) Throughout the third quarter the 
argument on inflation (is it transitory or 
permanent) dominated.  As the year over 
year numbers for CPI were released, it 
looks clearer in our team’s minds that 
inflation is sticker then the Federal Reserve 
communicates.  We are now observing 
data from open economies vs open 
economies.  Inflation has not showed any 
signs of slowing but appears to be 
increasing.   

 
2) The leading cause for the jump in inflation 

appears to be the supply chain bottle 
necks around the world.  The supply chain 
issue can be traced back to the start of the 
pandemic when economies went into 
lockdown.  Normally when an economy 
goes into a recession; wages go down, 
unemployment goes up, and consumer 
spending falls.  Due to the coordinate 
efforts of governments to print money and 
issue stimulus checks directly to people’s 
bank accounts.  The flow of consumer 
spending didn’t fall but stayed even or 
increased.  Secondly people’s savings 
accounts also jumped during the lockdown 
period as one was not able to participate 
in most activities, thus reducing daily 
expenses.  While the regular person was 
being buoyed by stimulus funds, factories 
around the world were shuttered leading 
to a drain in inventories.  Even as factories 
came back online they need time to ramp 
back up, and have not been able to catch 
up to the pent up demand.  Until some of 

these bottle necks can be relived inflation 
pressure will remain.  It could be well into 
2022 before one starts to see the supply 
chain right its self and inflation pressure 
ease. 

 
International: 
 

1) The Developed international world has caught 
up with the US with vaccination percentage of 
their populations.  As those economies 
continue to reopen it is only increasing the 
inflation pressure that is being felt around the 
world.  The EU has been experiencing its 
highest levels of inflation in over 20 years.   
 

2) Emerging markets are continuing to struggle 
to find traction.  As China dealt this segment 
another blow as Evergrande, the largest 
property developer in China is on the verge of 
bankruptcy.  At this time it appears that the 
Chinese government will be able to contain 
the losses from Evergrande to the company 
and the company’s subsidiaries itself. 
Investors are being cautious of spillover 
effects into the rest of the Chinese economy.   
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Fixed Income: 
 
Currently it appears the Federal Reserve is falling 
behind the eight ball on inflation.  Inflation 
appears to be sticker then they are saying and risk 
having to tighten monetary policy much faster 
then anticipated to control it.  

1) We believe that rates will remain low for 
the near future.  Originally people thought 
the Fed would not raise rates until 2023.  
With current inflation pressure they might 
have to raise rates earlier then expected. 

 
We view fixed income in our client portfolios as a 
lower return investment.  Bonds still play an 
important role for generating income and helping 
to minimize risk and volatility in one’s portfolio.   
 
It is important for one to understand the interest 
rate and duration exposure in their fixed income 
portfolio. Making sure the portfolio is 
accomplishing its purpose/role within ones 
greater asset allocation.  
 
Commodities 

1) The US dollar has continued to hold the 
strength it found during the 1st quarter. 
Within the precious metals space, gold and 
silver have continued to underperform not 
providing the historical hedge towards 
inflation 

2) Even with the Delta variant spreading 
around the world Oil has continued to 
surge breaking out of the trading range it 
was previously in.  During the quarter it 
became apparent, that OPEC was not going 
to boost production levels to anticipated 
levels.  Europe is already is feeling the 
effect of elevated prices, as natural gas 
prices are surging to record levels. Making 
heating one’s home potentially 
unaffordable coming into the winter 
months.  We are going to be keeping a 
close eye on energy prices in the coming 
quarters.   
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Returns QTD Return YTD Return 
S&P 500 .58% 15.92% 
DJIA 30 -1.46% 12.12% 
Nasdaq -.23% 12.66% 

Russell 2000 -4.36% 12.41% 
Barclays US Aggregate Bond .05% -1.55% 

Barclays Municipal Bond -.27% .79% 
MSCI EAFE -.45% 8.35% 

MSCI AC World -1.05% 11.12% 
MSCI EM Emerging Markets -8.09% -1.25% 

60% S&P 500 40% Barclays Agg .40% 8.71% 
50% S&P 500 50% Barclays Agg .36% 7.00% 
60% MSCI AC W 40% Barclays 

Agg 
-.61% 6.052% 

50% MSCI AC W 50% Barclays 
Agg 

-.5% 4.785% 

Bloomberg Commodity Index 6.59% 29.13% 
 
 
Past performance is not a gurantee of future results. You cannot directly invest in an index. Returns include 
reinvestment of dividends. 

 
The BRW Group would like to thank you for continued support and trust in us. 

Please add to your favorites our new website for your convenience: 
 

www.thebrwgroup.com 
 
 
 
 
 
 
 
 
 
 

 
 

  

 
 
 
 
 
 
Sincerely, 
 
 

 
 
 

Richard Rothschild 
Managing Director - Investments 

Andrew Wayne 
Managing Director - Investments 

Matthew Trundle 
Vice President - Investments 
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The opinions expressed here reflect the judgment of the author as of the date of the report and are subject to change 
without notice. The material has been prepared or is distributed solely for information purposes and is not a solicitation 
or an offer to buy any security or instrument or to participate in any trading strategy. Additional information is available 
upon request. Please contact your Financial Advisor. 
 
 
NOTE: All U.S. index returns in the content above were calculated on a total return basis. International index returns were 
calculated on a total return basis in the respective local currency. 
 
Investing in foreign securities presents certain unique risks not associated with domestic investments, such as currency 
fluctuation and political and economic changes. This may result in greater price volatility. These risks are heightened in 
emerging markets. 
 
Stocks offer long-term growth potential, but may fluctuate more and provide less current income than other investments. 
An investment in the stock market should be made with an understanding of the risks associated with common stocks, 
including market fluctuations.  
 
Investing in fixed income securities involves certain risks such as market risk if sold prior to maturity and credit risk 
especially if investing in high yield bonds, which have lower ratings and are subject to greater volatility. All fixed income 
investments may be worth less than original cost upon redemption or maturity. Bond prices fluctuate inversely to 
changes in interest rates. Therefore, a general rise in interest rates can result in the decline of the value of your 
investment. 
 

Investing in commodities is not suitable for all investors. Exposure to the commodities markets may subject an 

investment to greater share price volatility than an investment in traditional equity or debt securities. The prices of 

various commodities may fluctuate based on numerous factors including changes in supply and demand relationships, 

weather and acts of nature, agricultural conditions, international trade conditions, fiscal monetary and exchange control 

programs, domestic and foreign political and economic events and policies, and changes in interest rates or sectors 

affecting a particular industry or commodity. Products that invest in commodities may employ more complex strategies 

which may expose investors to additional risks, including futures roll yield risk. 
 
Asset Allocation cannot eliminate the risk of fluctuating prices and uncertain returns. 
 
Index Descriptions: 
Dow Jones Industrial Average (DJIA) – a price-weighted index of the 30 largest, most widely held stocks traded on the 
New York Stock Exchange.   
 
NASDAQ Composite Index – a market-value-weighted index of all common stocks listed on the NASDAQ  
 
S&P 500 Index – a market capitalization-weighted index, composed of 500 widely held common stocks, that is generally 
considered representative of the US stock market  
 
S&P Small-Cap 600 Index: The S&P SmallCap 600 Index consists of 600 domestic stocks chosen 
for market size, liquidity (bid-asked spread, ownership, share turnover and number of no trade 
days) and industry group representation. It is a market value-weighted index (stock price times the 
number of shares outstanding), with each stock's weight in the index proportionate to its market 
value.  
 
S&P Midcap 400 Index: The S&P Midcap 400 Index is a capitalization-weighted index 
measuring the performance of the mid-range sector of the U.S. stock market, and represents 
approximately 7% of the total market value of U.S. equities. Companies in the Index fall between 
the S&P 500 Index and the S&P SmallCap 600 Index in size: between $1-4 billion. 
 
Barclays U.S. Aggregate Bond Index – an index comprised of approximately 6000 publicly traded bonds, including US 
Government, mortgage-backed, corporate, and yankee bonds with an approximate average maturity of 10 years.  
 
Barclays Municipal Bond Index – a broad measure of the municipal bond market with maturities of at least one year  
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MSCI EAFE index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to 
measure the equity market performance of developed markets, excluding the US & Canada 
 
MSCI AC World – a free-float adjusted market capitalization index that is designed to measure equity market performance 
in the global developed and emerging markets.  
 
MSCI EM Index – the MSCI Emerging Markets index is a free-float-adjusted market capitalization index that is designed to 
measure equity market performance of emerging markets.   
 
The MSCI AC Asia Pacific Index captures large and mid cap representation across 5 Developed Markets countries and 8 
Emerging Markets countries in the Asia Pacific region. With 989 constituents, the index covers approximately 85% of the 
free float-adjusted market capitalization in each country. 
 
S&P 500 and Barclays U.S. Aggregate Bond Index Blend: This is a blend of the S&P 500 and Barclays Aggregate Bond 
Index.  The following is a subscription of the two indexes.  The S&P 500 is a market capitalization-weighted index, 
composed of 500 widely held common stocks, that is generally considered representative of the US stock market.  The 
Barclays U.S. Aggregate Bond index is an index comprised of approximately 6000 publicly traded bonds, including US 
Government, mortgage-backed, corporate, and Yankee bonds with an approximate average maturity of 10 years.  
 
MSCI AC World and Barclays U.S. Aggregate Bond Index: This is a blend of the MSCI AC World and Barclays Aggregate 
Bond Index.  The following is a subscription of the two indexes.  The MSCI AC World Index is a free-float adjusted market 
capitalization index that is designed to measure equity market performance in the global developed and emerging 
markets. The Barclays U.S. Aggregate Bond index is an index comprised of approximately 6000 publicly traded bonds, 
including US Government, mortgage-backed, corporate, and Yankee bonds with an approximate average maturity of 10 
years.  
 
 
Data collected and referenced from Wells Fargo Advisors Monthly Market Commentary, Wells Fargo Investment 
Institute market Charts, Capital Market Index Returns, and the Economic and market Strategy Update published by 
Wells Fargo Advisors.   
 
Wells Fargo Investment Institute, Inc. is a registered investment adviser and wholly-owned subsidiary of Wells Fargo 
Bank, N.A., and a bank affiliate of Wells Fargo & Company. 
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