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White after Labor day?
Fashion rules say you shouldn’t wear white after labor day. The market, on the other hand, may
wear a little redder as we advance this year, with renewed pandemic headwinds and shifting Fed
policy adding new wrinkles to the outlook. We expect, however, that a jump in volatility and any
accompanying weakness in the market will prove temporary, with the fundamental outlook
supporting the case for equities to remain in fashion.
September swing?
On average, over the last 20 years, September has been the worst-performing month for
the S&P 500. However, that this is more a function of magnitude than frequency, with
September posting a monthly decline slightly less than half the time but experiencing a
decline of more than 7% four times.
The broader direction of the market is not governed by the calendar, but there has been a
tendency for volatility to pick up as the summer winds down. September ranks No. 2 and
October No. 1 in the largest average monthly moves, with 35% of years in the last two
decades experiencing a move (up or down) of more than 6% during one or both months.
With the economic and earnings expansions far from exhausted, think conditions don’t
seem ripe for a dramatic sell-off, but the coming shift in monetary-policy stimulus could be
a spark for increased market fluctuations this fall.

Source: Bloomberg, CBOE Volatility Index 2001-2021, past performance is not a guarantee of future results. The CBOE volatility index is unmanaged and cannot be invested
indirectly.

The chart shows a tendency for volatility to pick up as the summer winds down.

Post-Summer Cooldown
The economy has been running hot for much of this year, but recent data are signaling
that a patch of more tepid growth may be on the way. The rate of U.S. GDP growth has
peaked, and the impacts of the delta variant have spurred concerns of a fading recovery.
The view is this will be a midcycle slowdown 1) that is inevitable given the impact of

stimulus checks and the initial effects of reopening the economy, and 2) that will prove
temporary, with above-trend GDP growth persisting next year.
The August employment report released on Friday was consistent with a recovery enduring
some growing pains. Monthly job gains totaled 235,000, well below expectations and a
drop of 800,000 from July. Job growth in the leisure and hospitality sector stalled,
highlighting the impact of renewed pandemic restrictions.
August's underwhelming job growth poses a larger question for the upcoming Fed policy.
This gives the central bank sufficient cover to push back the taper timeline if desired. That
said this should not alter the broader approach to gradually wind down the level of
monetary stimulus. You should still expect the Fed to discuss its intentions for tapering at
its September meeting, with actual reductions commencing in subsequent months.
As the chart below shows, prior midcycle growth scares were met with moderating returns
but were followed by reaccelerating gains as economic momentum resumed. While it
wouldn’t be surprising by an episode of volatility, we think this supports the case for buying
into a temporary market weakness.

Source: Bloomberg, Change in monthly nonfarm payrolls

This chart shows moderating employment growth, falling sharply in August.

Source: Bloomberg, Edward Jones calculations, S&P 500 index. Past performance is not a guarantee of future results. The S&P 500 index is unmanaged and cannot be
invested indirectly.

This chart shows prior midcycle growth scares were met with moderate returns.

Fall Doesn't Have to Bring the Fall
The S&P 500 has risen more than 20% year-to-date, making 2021 the ninth year since 1991
in which the stock market was up more than 10% by Labor Day. The market posted an
additional gain from September to year-end in each of those instances, averaging another
8.8%. This highlights the inertia of a strong bull market; however, we expect returns to be
more modest as we advance.
Strong corporate earnings growth this year has supported market gains, while at the same
time reining in elevated valuation (price-to-earnings) levels. With the sharp jump in

earnings and with profit margins at record highs, expectations are for nearly 10% earnings
growth again next year. This should form a solid foundation for equity-market
performance, even as economic growth simmers from a boil and monetary-policy spigots
slow their flow.

Source: Bloomberg, S&P 500 price return 1991-2021. Past performance is not a guarantee of future results. The S&P 500 index is unmanaged and cannot be invested
indirectly.

This chart shows the trend for stocks to perform well throughout the rest of the year when
performance up to labor day has been in the double digits.
(source: oXYGen & Jones)

Markets For The Week

5 Cool Beach Towns You Can Still Buy A House For $300,000 Or Less
Yes, you can still afford a beach house. Maybe not in Boca or San Diego, but in plenty of other
spots. And considering interest rates are still near historic lows So, we looked across the country
to find beach towns where the median home value was $300,000 or less, though you do have to
factor in other costs that may be higher in beach towns. Here are five beach towns that could
make your second (or even primary) home or retirement dreams a reality.
For the golf enthusiast: Myrtle Beach, S.C.
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Trip Advisor named Myrtle Beach in its 2021 Traveler’s Choice Best of the Best list of “best
beaches” (the area boasts about 60 miles of them). There’s plenty of outdoor recreation to enjoy
beyond the beach, including deep-sea fishing and more than 90 area golf courses, including Dunes
Golf & Beach Club, Caledonia Golf & Fish Club, and Tidewater Golf Club. All that — and the fact
that there's a major airport in town with flights from both Chicago or New York taking just about
two hours — may help explain why nearly 20 million people visit annually. (Though admittedly, it
can at times feel overrun by tourists, and summers are hot and humid.)
Median home value: $223,642
Population: 35,555
Cost of living: Below average (score of 84.8/100, with 100 being average)
Sources: Median home values from Zillow; other stats from Sperling’s Best Places
For a New England vibe: Rockland, Maine
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Located in Maine’s mid coastal region, just 90 miles north of Portland, Rockland sits on Penobscot
Bay, which is home to more than a dozen lighthouses and lots of lobster boats (it even has a
lobster festival). From outdoor activities like swimming, biking, boating, hiking, and golf to cultural
experiences like museums, performing arts, and cinema, Rockland offers an array of things to do
and places to go. That said, winters are very chilly, so this may be more of a summer beach home
rather than a year-round getaway for you.
Median home value: $210,595
Population: 7,183
Cost of living: Below average (82/100, with 100 being average)
Sources: Median home values from Zillow; other stats from Sperling’s Best Places
For the outdoor enthusiast: Coos Bay, Ore.
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Set amid lush emerald forests and the Pacific Ocean, this west coast beach town is the largest city
on Oregon's coast. It offers mild weather — temperatures average in the middle to high 60s
during the summer and remain mild even during the winter when the average is in the low 50s.
And there's no shortage of outdoor activities in Coos Bay, with fishing, water sports, boating, and
golf some of the most popular recreational activities available. The scenery is spectacular in parts
(some of the sand dunes are 500 feet high), and it sits at the southern entrance to the Oregon
Dunes National Recreation Area, a 40-mile expanse of 7,000 acres of coastal sand dunes. Crime is
elevated in the city, but there are areas that are safer than others.
Median home value: $276,601
Population: 16,342
Cost of living: Below average (84.3/100, with 100 being average)
Sources: Median home values from Zillow; other stats from Sperling’s Best Places
If you want a ton to do: Atlantic City, N.J.
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Atlantic City is far more than just a place to gamble, as many of us think of it. It's also an epicenter
for entertainment, offering a wide array of arts and cultural activities, as well as shopping, dining,
nightlife, golf, boating, and fishing alongside the gambling, with casinos like Bally's Atlantic City,
Caesars at Atlantic City, and Hard Rock Atlantic City calling the seaside city home. Notable
restaurants in the area include Dock's Oyster House, Capriccio, and Tony Boloney's. Anyone
looking for action will appreciate the nearby boardwalk, outlet shopping center, amusement park,
aquarium, and museums like Ripley's Believe It or Not, the African American Heritage Museum of
Southern New Jersey, and Holtzman Art Gallery. Plus, it's just 130 miles from New York City.
Unfortunately, theft in Atlantic City is something to consider, but there are safer areas you can live
in.
Median home value: $151,260

Population: 37,569
Cost of living: Below average (78.3/100, with 100 being average)
Sources: Median home values from Zillow; other stats from Sperling’s Best Places
(source: marketwatch)

Market News, Corporate Earnings, and News & Notes
(source: CNBC)

Homebuyers signed fewer contracts in July as the real estate
market is chilling
Signed contracts to purchase previously owned homes fell 1.8% in July from June, according to the
National Association of Realtors.
Sky-high home prices have caused affordability to drop dramatically in the last several months.
The median price of an existing home was up 18% in July, according to the Realtors. Much of that
was since there was far more activity on the higher end of the market, which skewed that median
higher.
Pending sales are a forward-looking indicator of sales that close in one to two months.
“The market may be starting to cool slightly, but at the moment there is not enough supply to
match the demand from would-be buyers,” Realtors chief economist Lawrence Yun said in a
release. “That said, inventory is slowly increasing, and home shoppers should begin to see more
options in the coming months.”
Mortgage rates fell sharply during July, with the average on the popular 30-year fixed starting the
month at 3.18% and ending at 2.84%, according to Mortgage News Daily. That drop gave buyers
more purchasing power, which likely helped those on the edge of affording today’s high home
prices. The lower rates, however, were not enough to really juice the market.
Pending sales were down 8.5% compared with July last year. That annual comparison, though, is
an unusual one, because sales spiked so dramatically last summer after the initial shutdown due
to the pandemic.
Regionally, the Realtors' pending sales index fell 6.6% in Northeast month to month and was down
16.9% year over year. In the Midwest, it dropped 3.3% for the month and 8.5% from July 2020.
In the South, sales fell 0.9% for the month and were down 6.7% annually. In the West, sales rose
1.9% monthly and were down 5.7% annually.
“Homes listed for sale are still garnering great interest, but the multiple, frenzied offers —
sometimes double-digit bids on one property — have dissipated in most regions,” Yun said.
Total housing inventory at the end of July was 1.32 million units, up 7.3% from June’s supply and
down 12% from one year earlier (1.5 million). There was a 2.6-month supply of unsold inventory
at the July sales pace
Closed sales of existing homes in July, which represent contracts signed in May and June, rose for
the second straight month.

Earnings Highlights This Week
(source: CNBC)

American Eagle- American Eagle posted mixed fiscal second-quarter results, as earnings topped
analysts’ estimates but sales came up short. The apparel company’s e-commerce business
decelerated compared with the prior year, dropping 5%. American Eagle said it is still on track to
reach its previous three-year targets.
Zoom- Zoom posted a higher-than-expected earnings forecast for the full year, but the revenue
guidance exactly met expectations. The company announced a plan to acquire cloud contact
center software maker Five9 for $14.7 billion in stock in the quarter.
Chewy- Chewy sank in extended trading Wednesday, trading down more than 11% at one
point. The online pet retailer’s second-quarter results and third-quarter outlook fell short of Wall
Street forecasts. Chewy CEO Summit Singh told CNBC he remains “really bullish” about the
business even as some Covid tailwinds fade.

News and Notes:
What Exactly Is Budget Reconciliation?
3.5 trillion Dollars Is A Lot Of Money, What Exactly Is Budget Reconciliation?
It's a quicker way to advance high-priority legislation. It's been used more than 20 times
since 1980.
The Government is on track to run out of money by the end of September, which can be
extremely dangerous. (can’t pay soldiers, can’t make interest payments, etc.)
Congress will have to raise the debt ceiling temporarily (print more money) or find another
way to pay for this.
How would the government spend these 3.5 trillion dollars?
$726 billion toward universal pre-k, paid family & medical leave, childcare, and tuition-free
community college.
$332 billion toward investing in public housing, housing affordability, and community land
trusts.
$135 billion toward addressing forest fires, reduce carbon emissions and address drought
concerns.
What’s the plan to pay for this 3.5 trillion-dollar package?
In a word….TAXES.
Raise the corporate tax rate from 21% to 28%.
Raise the capital gains tax rate from 20% to 39.6% on those making more than $1 million.
Make the Social Security tax unlimited (6.2%) on those making more than $400,000.
Top individual tax rates to 39.6%.
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