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Stocked shelves?
Key takeaways
• Supply chain disruptions will likely impact this year’s holiday shopping
season.
• We believe consumer demand should be strong while product on the
shelves is potentially in short supply.

Consumers are flush with cash and their balance sheets are looking good. There are close to 11 million jobs
currently sitting unfilled in the U.S., according to the latest JOLTS (Job Openings and Labor Turnover Survey from
the Bureau of Labor Statistics) report, and wages are on the rise. Your favorite restaurants and bars are likely
packed, at least on Thursday, Friday, and Saturday nights, and it is tough to get a table if you don’t call at least a day
or two in advance. Most economists would agree that the consumer is in good shape and ready to spend money. So
how will this translate into the holiday shopping season for both consumers and retailers?
Historically, U.S. consumers with money in their pockets and retailers with product on their shelves would
combine to make the holiday shopping season a success. By that, we mean consumers are able to buy what they
want and retailers make a reasonable profit. This upcoming shopping season is likely to be different as inventories
are highly likely to struggle to keep up with the level of consumer spending. Logistics is continuing to be a huge
problem as goods make their way from factories in Asia to local retailer shelves. Container ships have sometimes
been waiting weeks to unload cargo at the Port of Long Beach, the second busiest port in the U.S. (the Port of Los
Angeles is the busiest by a slim margin). Longshoremen unloading this cargo are swamped and shorthanded. Most
of the goods distributed in the U.S. are carried by trucks, and truck drivers are in very short supply. All of these
shortages create snafus that meaningfully delay the distribution of goods to the end buyer.
Our projections call for the U.S. economy to grow well above average this year and next, but ongoing shortages of
raw materials and finished goods are going to create more friction in the manufacturing-to-end-consumer process.
In addition, we do expect that some of the logistics headwinds will begin to ease, but that could easily take 12
months. One positive looking forward is that with many industries experiencing some degree of shortage in
finished goods, we expect inventory building to contribute noticeably to growth next year.
For consumers and retailers, we believe this holiday season looks good but not great. Consumers are likely to find
some desired products in short supply. Retailers will likely be able to avoid steep discounts to lure buyers given the
level of available product. The result may be mostly satisfied consumers and reasonable profits for retailers.
The bottom line for investors is we expect an economic and earnings growth cycle from here that is more
sustained and persistent rather than short and explosive. This persistence is one of the reasons why we like stocks
over bonds through 2022.
And our advice for the holiday shopping season? Buy early when the shelves are stocked.
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Risk Considerations
Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the
prospects of individual companies, and industry sectors Bonds are subject to market, interest rate, price, credit/default, liquidity, inflation and other risks. Prices tend to be inversely
affected by changes in interest rates.
General Disclosures
Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank,
N.A., a bank affiliate of Wells Fargo & Company.
The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only
and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any
change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different
conclusions from, this report.
The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report
is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant
information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from
sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.
Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial
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protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo
Advisors.
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