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Consumer price infla on remained elevated
in November, in line with expecta ons. The
Consumer Price Index (CPI) was up 6.8%
year-over-year in November, versus up 6.2%
year-over-year in October. Core CPI (CPI less
food and energy) was up 4.9% year-over-
year in November, versus up 4.6% in
October. Pricing pressures were widespread
in November, with notable gains for energy,
food, used cars and trucks, new vehicles, and
rent. We project that supply chain
bo lenecks will con nue to put upward pressure on prices over the near-term but
believe that infla on may be at or near a peak and should improve next year amid an
improving global health backdrop.

Nevertheless, with infla on no longer proving to be short-term or “transitory”, we
an cipate the Federal Open Market Commi ee (FOMC) may announce plans to
accelerate the pace of their tapering process when they meet next week. Expecta ons
for a faster taper are largely priced into the market at this point. The implied probability
of a rate hike at or before the May 4th FOMC mee ng, based on fed funds futures prices,
is currently above 70%, sugges ng that a high percentage of market par cipants expect
the taper process to be complete before May. We believe the Fed wishes to be
posi oned to respond to economic data as it evolves. The impact of the omicron variant
and the overall outlook for the global health crisis remains uncertain, but there are some
early signs that the new variant may be associated with more mild illness and exis ng
vaccines may s ll be effec ve in preven ng severe disease. In our view, should the
demand environment remain strong in the US and economic data remain solid, we
believe the Fed will con nue to gradually remove policy accommoda on, which is likely
to put upward pressure on Treasury yields across the curve next year.

Next WeekNext Week

Next week: Retail Sales, Empire State Manufacturing, Import &
Export Prices, Business Inventories, Housing Market Index, FOMC
Announcement, Housing Starts & Permits, Philly Fed, Industrial
Production 

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


Copyright © 2021. All Rights Reserved.

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


© 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 a ract 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.


