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Most global stock markets took a breather last quarter, registering losses for Q3 2021.The
S&P 500 Index was an exception, and despite a nearly 5% loss last month (its worst
month since March 2020), eked out a fractional gain for the sixth consecutive quarter.
For the YTD, there has been broad-based strength in large cap domestic stocks. However,
the performance dispersion in both small and mid-cap stocks continues to be significant,
with no observable convergence in returns from earlier this year. In both areas, “Value”
stocks have outperformed “Growth” stocks.
Overseas, developed international stocks (as measured by the MSCI EAFE Index)
sustained a small loss. YTD, total returns have been respectable but fell short of the more
robust returns recorded in U.S. markets.
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Emerging Markets stocks lagged last quarter, suffering a loss of 8% (MSCI Emerging Markets Index). Emerging markets
face several additional headwinds compared to more developed countries, including much lower vaccination rates,
less diversified/balanced economies, a stronger U.S. dollar, and more severe inflationary pressures.Despite these
challenges, we believe the region offers many opportunities in the years ahead. As one investment manager is quick to
point out; “We invest in emerging markets companies not countries”.
Despite the intra-quarter oscillations in the 10-year US Treasury Bond, yields rose slightly to end the quarter at 1.52%.
Yields continue to rise post-quarter, perhaps reflecting investors increased anticipation that the Federal Reserve will
“taper” before year-end and raise short-term interest rates next year. We believe inflation may prove to be stickier
than expected and believe a reappraisal of rates is healthy.
High yield and floating rate debt (“risk-on” bond segments) repeated their All-Star performances last quarter, adding
to their 2021 gains. At this point in the economic cycle, we favor these higher-risk segments but at the same time
recognize that the current yield advantage in these areas is at or close to historical lows as prices have risen. Although
high-yield default rates are expected to be around 1% (extremely low compared to history), we remain vigilant. We
prefer to invest in high yield bonds that are “BB” rated (the highest rung of “junk” bonds) and those that are under
review for possible credit upgrades to investment grade (BBB) status.
Institutional private equity real estate (IPERE) and commodities acted as solid diversifiers and generated single-digit
returns during the third quarter. Industrial, apartment, and life sciences were strong performers in institutional real
estate while within the expansive commodity sector, natural gas, cotton, and coffee were among the top performers.
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