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Monthly Market Summary 

 The S&P 500 Index of large cap stocks generated a +7% total return during 
October, outperforming the Russell 2000 Index’s +4.3% return. 

 Consumer Discretionary was the top performing sector, returning +12.1% as 
Tesla gained 40%. Energy’s +10.3% made it the second-best performing sector.  

 Communication Services was the worst performing sector during October, 
declining -0.2% as Facebook traded lower. 

 Investment grade bonds generated a +0.5% total return, outperforming high 
yield bonds’ -0.3% total return. 

Economic Data Provokes Stagflation Debate 

Covid cases are declining as the delta variant fades, but the pandemic is leaving lasting 
economic effects. Supply chains are strained as strong demand overwhelms reduced 
production capacity and stressed shipping networks. Inflation remains stubbornly 
high, resulting in price increases across food, clothing, appliances, and other everyday 
items. In commodity markets, the price of WTI oil rose +10.9% during October as 
demand increased and oil production lagged behind. The Commerce Department’s 
preliminary GDP estimate indicates the economy expanded at a +2% annualized pace 
during the third quarter. It was a slowdown from the +6.3% and +6.7% recorded 
during the first and second quarters, respectively, earlier this year. 

The current economic environment is fueling a stagflation debate. Stagflation is 
defined as a period of high inflation, high unemployment, and slow economic growth. 
The term originated in the 1970s but was rarely used over the past decades. 
Stagflation talk increased in recent months as the above-mentioned supply chain 
issues, rising energy prices, and inflation pressures led to concerns about slower 
economic growth. Slower third quarter GDP growth merits a closer look at the data. 

Looking at the Data ― Is Stagflation a Real Concern? 

Fortunately, the U.S. economy has not experienced many stagflation periods. While 
historical precedent is limited, current economic data has not deteriorated to a level 
consistent with stagflation. The third quarter rate of GDP growth slowed but remained 
positive. The Federal Reserve recently upgraded its 2022 and 2023 GDP growth 
estimates, indicating it views the current economic environment as temporary. 
Consumer price inflation rose +5.4% year-over-year during September, but recent 
month-over-month trends show inflation is below the high levels experienced earlier 
this year. Labor market data suggests the 4.8% unemployment rate is related to lower 
labor force participation and voluntary quits rather than layoffs. The question is how 
quickly the economy can get back to normal. In our view, supply chain, inflation, and 
labor market pressures will ease over the next 12 months and the market’s stagflation 
fears are overblown.



 

 

 

THIS MONTH IN NUMBERS

FIGURE 1 FIGURE 2
U.S. Style Returns (October in %) U.S. Sector Returns (October in %)

Value Blend Growth

Large 5.1 7.0 8.7

Mid 5.3 6.0 7.1

Small 3.8 4.3 4.7

Data Reflects Most Recently Available As of 10/31/2021 Data Reflects Most Recently Available As of 10/31/2021

FIGURE 3 FIGURE 4
U.S. Style Returns (YTD in %) U.S. Sector Returns (YTD in %)

Value Blend Growth

Large 21.8 23.9 24.0

Mid 24.2 21.9 17.2

Small 27.5 17.0 7.5

Data Reflects Most Recently Available As of 10/31/2021 Data Reflects Most Recently Available As of 10/31/2021

FIGURE 5
Market Data Center

Stocks Level 1 month 3 months YTD 1 year 3 years NTM P/E P/B
S&P 500 4,605 7.0% 5.1% 23.9% 42.4% 75.9% 20.9x 4.5x
Dow Jones 35,820 5.9% 2.9% 18.6% 37.3% 49.5% 18.7x 4.8x
Russell 2000 5,709 4.3% 3.5% 17.0% 50.3% 56.0% 25.0x 2.5x
Russell 1000 Growth 1,982 8.7% 6.3% 24.0% 42.9% 113.2% 30.1x 13.0x
Russell 1000 Value 1,001 5.1% 3.4% 21.8% 43.2% 44.5% 16.2x 2.6x
MSCI EAFE 1,342 3.2% 1.3% 11.8% 34.0% 37.6% 15.4x 1.8x
MSCI EM 71,556 1.1% -1.3% -1.0% 15.6% 37.2% 12.8x 1.9x
NASDAQ 15,498 7.9% 6.0% 23.5% 44.0% 130.3% 28.9x 8.8x

Fixed Income Yield 1 month 3 months YTD 1 year 3 years Commodities Level 1 month YTD
U.S. Aggregate 1.82% 0.0% -1.1% -1.7% -0.4% 17.1% Oil (WTI) 83.22 10.9% 71.5%
U.S. Corporates 2.34% 0.5% -1.3% -1.7% 2.2% 28.9% Gasoline 2.51 10.7% 83.5%
Municipals (10 yr) 1.88% 0.0% -0.9% 0.3% 2.6% 15.3% Natural Gas 5.66 -3.5% 124.2%
High Yield 4.26% -0.3% -0.1% 2.6% 8.0% 17.9% Propane 1.45 0.2% 124.0%

Ethanol 2.65 11.4% 111.6%
Key Rates 10/31/2021 9/30/2021 7/31/2021 4/30/2021 10/31/2020 10/31/2018 Gold 1,785 1.6% -5.8%
2 yr Treasury 0.49% 0.29% 0.18% 0.16% 0.15% 2.88% Silver 23.97 8.7% -9.3%
10 yr Treasury 1.55% 1.53% 1.23% 1.63% 0.85% 3.15% Copper 4.38 7.0% 24.5%
30 yr Treasury 1.94% 2.09% 1.89% 2.30% 1.64% 3.40% Steel 1,670 -12.1% 73.4%
30 yr Mortgage 3.14% 3.18% 2.98% 3.11% 3.06% 4.75% Corn 5.69 6.0% 17.6%
Prime Rate 3.25% 3.25% 3.25% 3.25% 3.25% 5.25% Soybeans 12.26 -1.6% -6.4%
Data Reflects Most Recently Available As of 10/31/2021
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IMPORTANT DISCLOSURES 

This material is for general information only and is not intended to provide specific advice or recommendations for any 
individual. There is no assurance that the views or strategies discussed are suitable for all investors or will yield positive 
outcomes. Investing involves risks including possible loss of principal. Any economic forecasts set forth may not develop 
as predicted and are subject to change. 

References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are 
unmanaged statistical composites and cannot be invested into directly. Index performance is not indicative of the 
performance of any investment and do not reflect fees, expenses, or sales charges. All performance referenced is 
historical and is no guarantee of future results. 

Any company names noted herein are for educational purposes only and not an indication of trading intent or a 
solicitation of their products or services.  

All information is believed to be from reliable sources; however, Gladstone Institutional Advisory, LLC makes no 
representation as to its completeness or accuracy. 

US Treasuries may be considered “safe haven” investments but do carry some degree of risk including interest rate, 
credit, and market risk. Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline 
as interest rates rise and bonds are subject to availability and change in price. 

The Standard & Poor’s 500 Index (S&P500) is a capitalization-weighted index of 500 stocks designed to measure 
performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing 
all major industries. 

The PE ratio (price-to-earnings ratio) is a measure of the price paid for a share relative to the annual net income or profit 
earned by the firm per share. It is a financial ratio used for valuation: a higher PE ratio means that investors are paying 
more for each unit of net income, so the stock is more expensive compared to one with lower PE ratio. 

Earnings per share (EPS) is the portion of a company’s profit allocated to each outstanding share of common stock. EPS 
serves as an indicator of a company’s profitability. Earnings per share is generally considered to be the single most 
important variable in determining a share’s price. It is also a major component used to calculate the price-to-earnings 
valuation ratio. 

Research material has been prepared by MarketDesk Research, LLC. 

 

Advisory services offered through Gladstone Institutional Advisory, LLC, an SEC registered investment adviser dba Avance Private 
Wealth Management. 

 


