
Faith | Trust | Excellence | Care 

Our Mission is to help people with complex financial needs experience an EXCEPTIONAL life.  
 

Our Investment Committee  

Each quarter our Investment Commi ee meets to review the markets and economy. At this mee ng, 

three vo ng members review significant market data and hear from current advisors and appropriate support 
staff. When necessary the Commi ee adjusts the model por olios managed by the firm. Our quarterly 
newsle er represents the Commi ee’s general thoughts behind any adjustments.  

 

Our Team 

This quarter, our Team donated over 100 boxes full 

of Christmas gi s for Opera on Christmas Child. This is a 
project of Samaritan’s Purse, and the goal is to 
demonstrate God’s love to children in need around the 
world.  

Samaritan’s Purse partners with churches worldwide to 
share the news of Jesus and provide gi s to children. In 
2020, they collected over 9.1 million boxes. For more 
informa on about Opera on Christmas Child you can visit 
www.samaritanspurse.org/what‐we‐do/opera on‐
christmas‐child/.  

 

  Slowly rising Treasury rates have implica ons but not a severe effect 

on economy. 

  Supply chain bo lenecks con nue to slow supply and drive infla on. It 

may have peaked with the Christmas order deadline past, but it could 

s ll be a major issue long term. 

  US Growth rates will probably slow but con nue their upward 

trajectory. 
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What Was 

The economy has many factors 

that affect our everyday lives, but 

the 10‐year Treasury interest rate 

could arguably be the most 

influen al. This data point is a key 

factor for everything from bank 

account interest rates and car loans 

to mortgages. It provides insight 

into the minds of ins tu onal bond 

traders who show their op mism or 

pessimism about the U.S. economy 

and infla on by buying or selling 

the 10‐year Treasury bond. To 

begin the year, the 10‐year 

Treasury was si ng at 0.917%. This 

interest rate was a result of 

uncertainty surrounding COVID‐19 

and the ability of the U.S. economy 

to recover following massive 

shutdowns. When signs of recovery 

began to show, the 10‐year 

Treasury climbed to 1.7% in March 

before dropping closer to 1.2% over 

the summer. Recently, it moved 

above 1.6%, marking a crucial 

threshold for security. 

struggle to return to pre‐pandemic 

levels. According to the Wall Street 

Journal, costs of shipping goods 

have surged due to new COVID 

procedures. For example, ships 

carrying goods must quaran ne for 

a week before docking at Chinese 

loading sta ons, extending the 

me it takes for goods to move. 

The cost to ship goods from China 

to South America has mul plied 

five mes over, and China to North 

America has nearly doubled. 

Semiconductor demand has surged 

as smart devices, vehicles, and 

other household goods become 

more and more popular. Factories 

are unable to keep up with 

demand, and mining companies are 

lacking the capital to mine the 

resources fast enough. These 

shortages take me to resolve. It 

takes months and some mes years 

to put these things in place, which 

is why many believe the supply 

chain slow down could be around 

for some me (Yap et al.). 

While there are many concerns in 

the market currently, high infla on 

and an energy crisis are near the 

top of the worry list. The global 

economy is amid an energy crunch 

because oil, gas, coal, nuclear, and 

electricity rates have increased 

rapidly. China and parts of Europe 

are even having power outages and 

labor shortages that are disruptors 

to supply chains. All of which are 

One key factor is the Federal 

Reserve. Con nuing conversa ons 

around scaling down their 

purchasing of fixed income 

securi es at $120 billion/mo. lead 

the markets to believe that this 

may happen soon. Scaling down 

these purchases, known as 

tapering, allows for interest rates 

to more closely reflect the market’s 

true sen ment and allow interest 

rates to begin to rise. This is a 

natural progression from rising 

infla on, which last reported CPI at 

5.4% over the last 12 months. 

Rising interest rates should start to 

slow the effects of infla on and 

keep this rising number at bay. 

 

What Is 

The surge in infla on is a ributed 

to the pent‐up consumer demand 

to spend that was hindered during 

COVID lockdowns. A more telling 

tale has begun to emerge as global 

supply chains have con nued to 



stoking infla on. Europe is dealing with a more 

present emergency from the shock around energy 

prices. The price for natural gas increased nearly 500% 

from a year ago due to supply shortages from Russia 

and Norway. One reason many economists are 

poin ng to is the lack of energy from other sources 

typically relied upon. Calmer weather has led to less 

output from their wind turbine farms, and aging 

nuclear plant systems con nues to be phased out. 

Some are concerned about Europe's ability to have 

enough energy to heat homes through the winter 

months. This shock con nues to create headwinds 

that s fle European growth (Stapczynski). 

 

What Could Be 

Infla on has been the big scary ques on, and the 

financial markets are struggling to determine whether 

it be transitory, stagfla on, supply‐side, or labor. 

Unfortunately, we will not have the details of the 

culprit un l next summer. We believe infla on 

surrounding the energy crisis is short‐term. OPEC can 

easily up produc on by 23% or 8 million barrels per 

day (MBPD), and our U.S. shale oil is cost‐effec ve at 

$35/b when WTI oil is currently trading at $83. 
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Natural gas is trying to keep up with a surge in 

demand, and in the U.S., we have an abundance.  

Instead, we turn our a en on to corporate 

earnings, which con nues its strong trajectory with 

es mated Q3 earnings growth for the S&P 500 at 

30%. FactSet reported in the 3rd quarter that 71% of 

S&P 500 companies are ci ng the cost impact of the 

supply chain problems as a nega ve headwind to 

earnings. We have no ced they have s ll been able to 

pass the embedded cost to the consumer. While we 

believe supply chains will be fixed in the coming 

quarters and the energy crisis abates, labor costs, 

especially at the lower spectrum, have spiked and 

con nue to grow at 6%, the highest rate in 30 years. 

Therefore, we don't see labor costs, which tend to be 

very s cky, able to work their way back down. A er 

many quarters of posi ve earnings, the ques on will 

be when will they begin to return to normal, and how 

long can this last? To answer that ques on, we are 

watching household savings as our barometer. We are 

watching to see if households can absorb the price 

increases and higher infla on and how much of their 

savings they want to spend. 

GDP also con nues to be clipping along with 1st and 

2nd quarter GDP at 6.3% and 6.7% respec vely. The 

Philadelphia federal reserve es mates that Q3 GDP 

comes in at 6.8% leading 2021 to be a strong year for 

economic growth. Current expecta ons are that this 

trend slows over the next two years to 4.4% in 2022 

and 2.5% in 2023 (Philadelphia Fed). Before the 

pandemic, the conversa on focused on the slow, 

steady growth of the U.S. economy, leading many to 

believe our years of strong growth were behind us. 

The ques on we ask is whether this pandemic will 

ignite long‐term strong growth, or if the recovery is all 

we get and we return to pre‐pandemic slow and 

steady. 
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Early in September TV market observers were on air calling for 20% loss, but those with gray hair and 

follicle lacking market veterans know all too well widespread predic ons are o en wrong. Ahh, September, 

historically the worst month of the year, held to its tradi ons and closed with the first monthly loss of the 

year for the S&P, of nearly 5%. Fortunately, Q2 earnings results moved us higher in October with over 75% of 

companies repor ng posi ve surprise to both the top line and bo om line, resul ng in the 3rd best earnings 

growth rate of 32.7% since 2010. S ll there was no shortage of risks causing the market to worry include 

ongoing debt ceiling nego a ons, fiscal policy uncertainty, monetary policy uncertainty (including over 

whether Jerome Powell will keep his posi on as Fed head), global supply chain bo lenecks, slowing economic 

and earnings growth projec ons, energy crisis, China slows down and ongoing infla on fears. 

“Improvise, adapt and overcome.” A U.S. Marine slogan. So, we are focused on the evolu on of the post‐

COVID economic and infla on landscape. As a society, our choices and perspec ves have changed, some even 

permanently as innova on becomes the driving shi  in technology u liza on.  

Byproducts of this evolu on are the recent increase in infla on and transitory marginal slowdown in growth 

forecasts. This slowdown is caused by the combina on of supply and demand both up and down the business 

pipeline. S ll, there are more ques ons, including fiscal and monetary policy, than there are answers to the 

infla on problem, and risk has risen for investors. It would not surprise us to see con nued pockets of vola lity 

and correc ve phases based on infla on fears.  

Lastly, we look for proven veterans to guide us. Peter Lynch once quoted that, “more money has been lost in 

wai ng and ming correc ons than correc ons themselves”. We agree, and paraphrase Warren Buffet, that 

within correc ons there are always pockets of growth and opportuni es wai ng for those to unlock their true 

value. For now, we wait opportunis cally to capture what others can't see.  


