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The big picture
Key takeaways
• Risks exist in every economic cycle, and that continues to be the case
now.
• We want investors to focus on the big picture and the positives that
we believe will benefit financial markets in the coming year.

Are investors concerned about numerous risks as they look out over the economic and financial market landscape?
Sure they are. A brief list of risks includes rising inflation, upcoming Federal Reserve (Fed) tapering, supply chain
disruptions, surging gasoline prices, and the outlook for COVID-19 variants and vaccinations. Our job as strategists
is to sift through the various risks that almost always exist at any point in the economic and market cycle and
weigh how these risks may affect our current outlook. This set of current risks is no different.
The biggest risk we see out there right now is the general level of inflation. Supply chain disruptions and labor
shortages have helped drive up the price of everything from groceries to wages. These price increases are filtering
through many segments of the economy and creating headwinds for businesses small and large. Consumer wallets
are feeling the effects of higher prices every time they fill their tanks up with gas or buy pork steaks for a weekend
barbecue.
But our view continues to be that inflation is in the process of topping out. However, that is going to take a number
of months and high Consumer Price Index (CPI) readings are likely to linger well into 2022. We believe headline
inflation will decelerate next year relative to this year but remain above the low prepandemic levels. The risk is that
inflation stays higher for longer than we or the Fed anticipate and our central bankers take action by draining
liquidity and hiking interest rates sooner and to a magnitude greater than financial-market participants expect in
an effort to slow the economy and, ultimately, inflation. Stocks would likely react negatively.
We encourage investors to “not miss the forest for the trees.” In other words, we believe investors need to focus on
the big picture and not just a few components of the current economic and investing climate. Doing this can allow
one to grasp some of the meaningful positives that currently exist.
The Fed is still supportive of easy monetary policy, despite the likelihood that the process of tapering bond
purchases will begin before the end of this year. We like to remind readers that tapering is not tightening. We
believe an actual increase in the fed funds target rate is likely at least 12 months away if not longer. In addition,
while the economy has slowed in recent quarters, we expect this year and next to produce growth that is well
above the historical trend. Don’t forget that around 58% of the U.S. population has been fully vaccinated. That
percentage should slowly rise from here. And finally, fiscal stimulus is still having a positive effect on the economy
and further (infrastructure) spending seems assured.
Keep the big picture in mind when making investing decisions. The future still looks bright from here.

Investment and Insurance Products: NOT FDIC Insured  NO Bank Guarantee  MAY Lose Value
© 2021 Wells Fargo Investment Institute. All rights reserved.

Page 1 of 2

Market Commentary —| —October 27, 2021
Risk Considerations
Forecasts and targets are based on certain assumptions and on views of market and economic conditions which are subject to change.
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.
Definitions
Consumer Price Index (CPI) produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services.
An index is unmanaged and not available for direct investment.
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
services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain
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.
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and
non-bank affiliates of Wells Fargo & Company. CAR 1021-04055
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