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Much has transpired in the markets during recent weeks. Therefore,
we have compiled a list of what we believe to be the 10 most important
points investors should consider as they wrap up their summer and
look ahead to the final stretch of 2021 and beyond.

1.

ECONOMIC GROWTH: We believe the U.S. economy will likely achieve 6% gross domestic product (GDP) growth in CY 		
2021 and is positioned for 3%–4% growth in CY 2022, having now officially transitioned from recovery to expansionary 		
mode and thus providing a favorable macroeconomic backdrop for investors.

2.

DELTA VARIANT: While COVID-19 cases continue to rapidly increase due to the Delta variant, we see the economic 		
impact as somewhat marginal and far from derailing strong GDP growth. This is in large part due to what appears to be 		
meaningful protection against severe or life-threatening cases of this newer strain among those who are fully vaccinated,
as well as the economy’s increasing resilience to spiking trends with the virus.

3.

INFLATION: Monthly inflation reports for the remainder of 2021 are likely to continue running hot and near multiyear 		
highs. However, we believe trends should revert toward 2% in the early months of 2022 as base effects comparisons 		
become less challenging and price increases within a handful of travel and lodging business areas level off.

4. FED POLICY: We now believe there is a stronger probability the Federal Reserve will begin tapering open market 		
asset purchases in 4Q 2021, assuming strong job gains and inflation continues along recent trends throughout 			
August and September. We still believe a fed funds rate hike is unlikely before CY 2023. (See Where We Stand: Fed
Tapering Expectations.)
5.

LONGER-TERM INTEREST RATES: We see the recent downward trend in longer-term interest rates as reversing course 		
during the year ahead and believe the 10-year Treasury yield could challenge 2%.

6.

STOCKS: We continue to believe the broad equity markets are positioned for future gains and maintain a one-year S&P 		
500® price target of 4,800 based on rising corporate earnings and reasonable valuations when comparing expected 		
stock earnings yields to longer-term interest rates. While history infers we could see a market correction sometime in the
near future, under current conditions, we would likely view such an event as a buying opportunity.

7.

VALUE VERSUS GROWTH: While we believe both styles can perform well in the current environment, value stocks 		
appear better positioned based on improving economic trends, shifts in consumer behavior as the economy ultimately 		
reopens, and a potential steepening yield curve.

8.

CREDIT MARKETS: We believe CY 2022 could be an extremely strong year for “rising stars,” with many high-yield 		
issues potentially upgraded into the investment-grade space, perhaps providing excess returns for those capable of 		
identifying them.

9.

FIXED INCOME PORTFOLIOS: We believe investors can potentially enhance yields and reduce 		
interest rate risk by adding floating rate bonds, emerging markets debt, preferred stocks, and 		
high-dividend common stocks to supplement traditional investment-grade and high-yield
bond portfolios.

10. RISKS AND CONCERNS: Risks to the existing market environment include a worsening
medical profile to the Delta variant, more permanent inflation, higher federal taxes, and a
short-term market correction.
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Investments are subject to market risk, including the loss of principal. Asset classes or investment strategies described may not be suitable for all
investors.
Past performance does not guarantee future results.
Equities are subject to market risk meaning that stock prices in general may decline over short or extended periods of time.
Fixed income investing is subject to credit rate risk, interest rate risk, and inflation risk. Credit risk is the risk that the issuer of a bond won’t meet their payments. Inflation risk is
the risk that inflation could outpace a bond’s interest income. Interest rate risk is the risk that fluctuations in interest rates will affect the price of a bond. Investing in floating rate
loans may be subject to greater volatility and increased risks.
Growth stocks typically are particularly sensitive to market movements and may involve larger price swings because their market prices tend to reflect future expectations.
Growth stocks as a group may be out of favor and underperform the overall equity market for a long period of time, for example, while the market favors “value” stocks.
Investments in global/international markets involve risks not associated with U.S. markets, such as currency fluctuations, adverse social and political developments, and the
relatively small size and lesser liquidity of some markets. These risks may be greater in emerging markets.
The COVID-19 pandemic has caused substantial market disruption and dislocation around the world including the U.S. Economies and financial markets throughout the world are
increasingly interconnected. Economic, financial, or political events, trading and tariff arrangements, terrorism, technology and data interruptions, natural disasters, and other
circumstances in one or more countries or regions could be highly disruptive to, and have profound impacts on, global economies or markets.
The information included in this document should not be construed as investment advice or a recommendation for the purchase or sale of any security. This material contains
general information only on investment matters; it should not be considered as a comprehensive statement on any matter and should not be relied upon as such. The
information does not take into account any investor’s investment objectives, particular needs, or financial situation. The value of any investment may fluctuate. This information
has been developed by Transamerica Asset Management, Inc. and may incorporate third-party data, text, images, and other content to be deemed reliable.
Comments and general market-related projections are based on information available at the time of writing and believed to be accurate; are for informational purposes only, are
not intended as individual or specific advice, may not represent the opinions of the entire firm, and may not be relied upon for future investing. Investors are advised to consult
with their investment professional about their specific financial needs and goals before making any investment decisions.
Transamerica Asset Management, Inc. is an SEC-registered investment adviser. The funds advised and sponsored by Transamerica Asset
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