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On Wednesday of this week, the Federal Open Market Committee (FOMC) announced the long-awaited plan to
start tightening monetary policy with a plan to reduce bond purchases in November at a pace of $15 billion per
month which would result in a plan to end purchases by mid-2022. However, an announcement to increase the
discount rate is not anticipated to occur prior to one of the FOMC meetings in late 2022 at the earliest.
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The onset of tapering indicates the confidence in the economic recovery. It also indicates that the Federal Reserve
(FED) is acting to control inflation. Inflationary concerns are high on the list for the timing of a change in the
discount rate, but at this juncture, the message from the FED remains that they see above-trend inflationary pres-
sures as being largely transitory.

The market reaction has been muted as measured by the movement in the 10-year treasury yield which has, in fact,
declined somewhat. This suggests that the market is comfortable that, while tapering has commenced, the threat
of a taper tantrum has been averted. This has been supportive of performance in the market when coupled with a
generally strong earnings season, declining pandemic headwinds, and recovering job market.
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service companies saw meaningful gains.

The decline in government jobs is noted as being challenging to interpret. The BLS indicates it emanates from a
decline in local and state government education employment. In addition to positive job growth, the BLS also
reported the continued trend in wage growth.

Oct. Aug. Sept. Oct.
Category 2020 2021 2021P 2021°
EMPLOYMENT BY SELECTED INDUSTRY
(Over-the-month change, in thousands)
O DO s e i s A E T R LA AR e s N AR A C R AR R e A s 680 483 312 531
Total private. . .............c..... - 954 504 365 604
Goods-producing. .. . 107 54 65 108
Mining and logging 2 6 4
Construction................ 73 -1 30 44
MaNUERCHIING. - - v BT G S R G R R e 32 49 31 60
R L 12 34 20 41
Motor vehicles and parts. -6.5 14.6 5.6 27.7
Nondurable goods. .............. 20 15 11 19
Brivats ReRAcepIoVIAING = oot S T e e e R R S R S ST 847 450 300 496
Wholesale trade. .................... R SR R Sw e P 9.2 5.2 7.3 135
RN I ovin s smvamsiis seiianmas s e e e R e T SR 106.5 222 573 353
Transportation and warehousing 71.3 67.3 57.4 54.4
Utilities. . .. ... : s . “ -1.5 22 -0.2 0.2
Information . . 9 33 4 10
ERENCEA SEINIEEE. . . vvuvnesnnsmamersmmsms s s s R S RS S A e A 34 17 7 21
Professional and business services”. ... ... ...t 241 139 76 100
TEMPOTANYBID BOIVIDOE. . o o uscnvnsmmnsne sesssimen s s simes s sun s e s mamnss 121.2 274 6.1 41.1
Education and health services'......... 83 72 13 64
Health care and social assistance. ... . 93.0 13.7 340 46.9
Leisure and hospitality. ... 265 i 88 164
Other SEIVICES. .. ..ottt 48 36 -10 33
GOVEIMIMENE. . . .ttt e et e et ettt e e e e e s eaea e e e e aanannnn 274 -21 -53 -73

Source: Bureau of Labor Statistics
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As companies continue to note difficulty filling open positions, and with the decline of COVID-19 cases and the
ongoing phase-out of additional unemployment benefits, the positive trends in employment are expected to con-
tinue. This is supportive of the FOMC decision to commence tapering and could even lead to an acceleration in
the phase-out of the bond-buying program in the ensuing months.

Data points this week point to a reacceleration for employment and a move to normalization in monetary policy.
Coupled with another positive quarter of results for corporate earnings, the investment environment has seen the
markets reaching new high-level marks.

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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