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Strong Month for US stocks and Tesla in particular

The S&P 500 was up 6.9% for the month of October thanks to a strong earnings season. The S&P 500
outperformed US Small-Caps (Russell +4.2%), MSCI EAFE (3.2%), and MSCI EM (+1.1%). Tesla was up
43% in October and was responsible for 13% of the S&P 500’s October gains. Overall, it was a very
risk-on month with stocks and commodities doing well while most fixed income sectors
underperformed as government bond yields surged globally. See below for the month on month and
year on year percentage changes for major asset classes.
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Year on Year Returns of Asset Classes
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We are Entering a Period of Positive Seasonality

The below chart from LPL Research shows that historically, November
has been one of the best months of the year.

Exhibit 3
November has been Strong Historically: S&P 500 Index Average Monthly
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Source: LPL Research, FactSet 04/29/21 (1950 — 2020). All indexes are unmanaged and cannot be invested
into directly. Past performance is no guarantee of future results.
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November FOMC Meeting

Markets will focus on the upcoming FOMC meeting scheduled for
November 2" and 3 which is expected to bring an announcement
about the Fed starting to taper its bond purchases. The critical issue for
Chair Powell will be how to guide on the timing of eventual rate

increases. Markets will pay close attention to Powell’s press conference.

Will he signal that he is concerned about inflation which based on our

measures has been violently moving higher? Or will Powell focus on the
millions of unemployed Americans?

Robust Earnings Season is Driving Stocks Higher

As of Nov 1%, 2021, we’re just past halfway (56%) through Q3 US corporate

earnings reporting season. The S&P 500 is reporting its 3" largest year-

over-year growth in earnings in Q3 2021 (36.6%) since Q2 2010. See the
chart below from FactSet.

Exhibit 4

S&P 500 Earnings Growth: Q3 2021
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