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The monthly nonfarm payrolls report was
released this morning and the results were
solid as the impact of the coronavirus delta
variant to the economy con�nues to
dissipate. Payrolls increased by 531k in
October, moderately above consensus
market expecta�ons of 450k, with upward
revisions in the prior periods. Trend growth
in payrolls remains robust with a three-
month moving average of 442k, although the
trend is slowing with the prior months three
month moving average at 629k. The
unemployment rate �cked lower by two tenths of a percent, to 4.6%, however the
par�cipa�on rate remained unchanged at 61.6% on a month over month basis. Market
par�cipants are closely following the par�cipa�on rate; an increase in the par�cipa�on
rate would be viewed as consistent with a “transitory” narra�ve on the longer-term
infla�on outlook and more of the popula�on entered the labor force; today’s data did
not provide the market with any addi�onal visibility on the topic. Wage pressures remain
evident in the data, with average hourly earnings dropping two tenths of a percent on a
month over month basis, but increased three tenths of a percent, to 4.9%, on a year over
year basis. Economic releases earlier in the week were also consistent with a recovering
economy narra�ve, as the ISM Manufacturing Index came in at 60.8 and the ISM Services
Index materially surprised to the upside at 66.7, both very comfortably in expansion
territory. 

The Federal Open Market Committee met this week and in a well telegraphed policy shift
formally announced a reduc�on in the pace of monthly purchases (i.e., taper). Beginning
in November, the pace of monthly purchases will be reduced by $15 billion, to $105
billion per month from the prior $120 billion per month and con�nue to decrease at a
pace of $15 billion per month, comple�ng the process in mid-2022. In the Federal
Reserve’s view, the economy has made enough “substan�al further progress” to reduce
the securities it purchases on a monthly basis; however, the conditions required to adjust
“tradi�onal” monetary policy and increase the Fed Funds rate have not been met in the
Federal Reserve’s judgement. The Chandler team believes markets will become more
vola�le going forward as the supply side constraints to the economy, both material and
labor, are impeding the ability of infla�on to migrate lower consistent with the Federal
Reserve’s forecast. Ul�mately, we believe more workers will enter the labor force and
supply side constraints will moderate in the first half of 2022, but if they do not the
Federal Reserve will be in a difficult posi�on and likely forced to turn more hawkish with
their monetary policy seDngs. Next week addi�onal top �er economic data will be
released to provide more clarity on the outlook, notably the Consumer Price Index will be
released on Wednesday and University of Michigan sen�ment indictors on Friday, both
poised to provide more informa�on on current infla�on readings as wells as sen�ment
on inflation over longer time horizons.

http://www.chandlerasset.com


Chandler Asset Management | info@chandlerasset.com | 800.317.4747 | chandlerasset.com

​
Copyright © 2021. All Rights Reserved.

© 2021 Chandler Asset Management, Inc. An Independent Registered Investment Adviser. Data source: Bloomberg, Federal Reserve, and The
US Department of Labor. This report is provided for informa+onal purposes only and should not be construed as specific investment or legal
advice. The informa+on contained herein was obtained from sources believed to be reliable as of the date of publica+on, but may become
outdated or superseded at any +me without no+ce. Any opinions or views expressed are based on current market condi+ons and are subject to
change. This report may contain forecasts and forward-looking statements which are inherently limited and should not be relied upon as an
indicator of future results. Past performance is not indica+ve of future results. This report is not intended to cons+tute an offer, solicita+on,
recommenda+on or advice regarding any securi+es or investment strategy and should not be regarded by recipients as a subs+tute for the
exercise of their own judgement. Fixed income investments are subject to interest rate, credit, and market risk. Interest rate risk: the value of
fixed income investments will decline as interest rates rise. Credit risk: the possibility that the borrower may not be able to repay interest and
principal. Low rated bonds generally have to pay higher interest rates to a3ract investors willing to take on greater risk. Market risk: the bond
market in general could decline due to economic conditions, especially during periods of rising interest rates.

NNeexxtt  WWeeeekk

PPI, CPI, Consumer Sentiment

http://www.chandlerasset.com/
mailto:info@chandlerasset.com
https://www.linkedin.com/company/chandler-asset-management



