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The Consumer Price Index (CPI) Consumer Prices Change Over Prior 12 Months
data through July was released this
week. The CPI tracks the aver-
age change over time in the prices
paid by consumers for a basket of 4

6%

consumer goods and services. In
July, the CPI rose 5.4% over the
prior 12 months which remains :
at the highest level since 2008.
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There is some indication that the
rate of inflation is at least plateau- 5

ing. Core inflation, which excludes
energy and food, saw a slight de-
celeration. The core figure for July -4

was up 4.3% versus 4.5% for June. 2608 ' ‘110 ' | ' ' |1|5 20
A moderation in the growth of

used car and truck prices, which
rose rapidly between April and June, was a significant factor in the slight drop. This would suggest that some of the

price increases from the reopening and supply shortages are likely easing, while other components to the index,
such as housing, are expected to accelerate following the strong rise in housing prices this year.

Source: St Louis Fed, Barrons

The Federal Reserve (Fed) keeps a close eye on core inflation and the data suggests that while run-away inflation is
likely in check, the CPI is also likely to remain above the Fed’s long-term target of 2%. In concert with improved
employment data, the expectation is rising that the Fed will begin its move towards removing some fiscal stimulus
measures in the near future.

The Senate passed the $1 trillion infrastructure bill this week with a vote of 69-30 to approve. The bill includes
spending to rebuild roads and bridges, fund transit systems and ports of entry, boost broadband internet, develop
infrastructure (charging stations) for electric vehicles, support clean energy, and other initiatives.
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Source: http://www.forconstructionpros.com/

While passed by the US Senate, there is still some uncertainty as to the final passage of the bill as it needs to pass
through Congress. Currently, there are plans to tie the infrastructure bill vote in Congress to the passage of a
broader $3.5 trillion plan that includes spending on free community college, childcare, paid family leave, and
efforts to slow and mitigate climate change. Significant opposition to the magnitude of the additional spending
exists, suggesting reconciliation will be necessary.

In any case, the spending anticipated by the infrastructure bill will be phased in over multiple years and is unlikely
to have a material impact short-term on the economy.
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Source: Johns Hopkins University, Goldman Sachs
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UK has seen its recent spike in COVID cases decline, while Europe more broadly has seen a plateauing in new
cases. While the path for COVID in the US and its impact on parts of the economy remain uncertain, financial
markets are not anticipating a major impact on the broader economy.

This week saw additional data and events of many of the prominent themes of 2021 including inflation, gov-
ernment spending, and COVID. We expect these themes will continue to develop for the rest of 2021.

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.

Investment Advice offered through Pallas Capital Advisors LLC, a registered investment advisor.
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