
Growth is likely to pick up again as concerns over the Delta variant fade. We are seeing economic strengths on many fronts, including corporate earnings, capital 
expenditures, housing, and employment. Monetary policy remains a tailwind, and the Fed has been transparent in its plan, assuming desired economic conditions 
have been met. Fiscal policy is currently supportive; however, uncertainty exists near term as Congress works through several fiscal initiatives, including addressing 
the debt ceiling. Depending on where the legislation ends up, it could result in higher taxes, causing the fiscal backdrop to shift. The increase in inflation measures 
look more persistent than transitory, but we are still working through supply chain issues. Treasury yields have moved slightly higher, but credit conditions remain 
favorable. Overall, the barometer remains tilted positively in October, aligned with our overweight risk positioning across portfolios.
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Momentum remains positive although the rate of change is slowing
S&P 500 index dropped below 50-day moving average, but still in an uptrend
Bearish sentiment has increased; outflows from equity funds/ETFs
Seasonally weak period until end of October

Remains supportive but watching for level of tax increases in final bill
Fed has clearly communicated plan for tapering (‘21) and potential rate hikes (‘22)
Inflation appears more persistent than transitory; supply chain issues remain
Treasury yields have risen modestly since August but remain at low levels
Economic strength on many fronts - employment, capex, personal income, housing
Small business confidence remains at elevated level; labor shortage a concern
Improved slightly in September; higher inflation weighing on purchases
Earnings picture remains strong; pace of growth may decelerate in 2H21
High yield spreads have remained relatively stable; credit conditions constructive

Equity valuations above long-term averages but not a near-term driver
In an economic expansion period with positive GDP growth since 3Q20
Mixed - US and emerging markets positive but developed international negative

CHANGE

SHORT-TERM FACTORS  (< 6 months)

INTERMEDIATE-TERM FACTORS  (6-36 months)

LONG-TERM FACTORS  (36+ months)

CHANGE

CHANGE

NEGATIVE NEUTRAL POSITIVE

NEGATIVE NEUTRAL POSITIVE

NEGATIVE NEUTRAL POSITIVE
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SUMMARY

Within the short-term factors, investor sentiment was moved from 
a negative to a neutral. With the market decline in the back half 
of September, bearish sentiment increased, and we saw outflows 
from equity funds and ETFs. We remain in a seasonally weak period; 
however, the environment should improve later in October.

There were no changes to 
the intermediate-term 
factors, the vast majority 
are in positive territory.

There were no changes to the 
long-term factors. While equity 
valuations are stretched, they 
are not likely a near-term driver 
of markets.
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