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1. signs of inflation rebound plateauing 

Following the rapid rise in commod-
ity prices, auto sales, home prices, 
and other economic indicators, data 
and sentiment this week suggest that 
perhaps the highest levels of inflation-
ary pressure are behind us or at least 
slowing.  Supply chain constraints 
will be worked through overtime, 
and commodity prices such as oil and 
copper appear to have peaked. This 
suggests inflationary pressures should 
slow from the recent high pace but 
issues such as labor constraints and 
higher wages could result in a struc-
tural higher level of inflation than has 
been experienced over the past de-
cade.

The moderating inflation expectations appear to have halted the growth of the 10 year US Treasury yield.  At 
least in the short term, the market is expressing confidence in the ability of the Federal Reserve to control the rise 
in long terms rates leading to stability which is providing a source of confidence for the stock market.

Source: U.S. Bureau of Economic Analysis, Morningstar

Source: fred.stlouisfed.org
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2. infrastructure spend, taxes, and budget

Government policy remains in flux. This week some progress was made in getting to a bipartisan compromise 
for a nearly $1 trillion infrastructure plan.  The current plan put forward is heavily geared to surface transporta-
tion with the majority of funds targeted at roads, bridges, public transit, rails, and ports.  Sticking points remain 
in terms of paying for the plan, with the proposal to raise corporate taxes being said to be off the table. 

Further government spending proposals were put forward this week with the release of the proposed fiscal year 
2022 budget.  At $6 trillion and 25% above the current fiscal year budget, the aspirational proposal is unlikely 
to remain intact.  However, the proposed budget does show the continued course for the nation to spend at the 
highest sustained level since World War II.

3. companies facing increasing pressure to meet environmental, so-
cial, and governance (esg) goals

The influence of ESG investing on corporations was witnessed this week as two nominees for Exxon’s board of 
directors put forward by an activist ESG fund were voted in despite Exxon’s campaign against them.  In another 
development, a Dutch court ordered Royal Dutch Shell to significantly deepen pledged cuts to greenhouse gas 
emissions.  As the size of ESG funds grow, companies will be under increased pressure to meet the investor and 
societal pressures of this major trend.

Source: Morningstar
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Thinking Ahead
Inflation, in particular gauging the rate of change looking forward and the Federal Reserve’s response, remains at 
the forefront of investor thinking but at a more subdued level of concern.  Company earnings have slowed down 
this week and attention has turned towards other news such as the infrastructure plan, the fiscal 2022 Federal 
budget, taxes, and ESG.  Pallas Capital Advisors will continue to monitor economic, political, and corporate data 
for implications to markets.

The information contained herein is for informational purposes only, is not personalized investment advice and should not be construed as a rec-
ommendation to purchase or sell any particular security, sector or strategy to any individual person or entity. The decision to review or consider the 
purchase or sale of any security, sector or strategy mentioned should not be undertaken without consideration of your personal financial information, 
investment objectives and risk tolerance with your financial professional. Past performance should not be considered as an indicator of future results. 
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