
As we had mentioned in previous commentaries, it was our 
judgment the recent rise in COVID-19 cases stemming from 
the Delta variant could detract from but not derail economic 
growth in 2H 2021. We are now seeing some of that detraction 
surfacing in data likely to impact third-quarter results.    

The Delta variant has led to escalating numbers of COVID-19 cases at a frightening rate over the past 
three months. The virus’s dramatic resurgence since the early summer months is now having effects on 
economic activity despite continuing evidence the vaccines are providing strong protection against this 
new variant strain.    

This has been most recently seen in the August nonfarm payrolls report displaying net new jobs 
added to the economy of only 235,000. This jobs report was the weakest since January and well below 
consensus expectations of more than three times that amount. The lack of employment growth was most 
readily apparent in the travel and hospitality sector, which added no net new jobs in August after monthly 
gains averaging 350,000 during May through July. 

Third quarter gross domestic product (GDP) growth forecasts will need to be revised lower than initial 
estimates. It is now clear 3Q 2021 GDP growth is more likely to come in lower than initial expectations 
of better than 6% before the precipitous rise in the Delta variant began. In addition to the slowing jobs 
growth, recent declines in retail sales, consumer sentiment, and the impacts of higher monthly inflation 
now seem to be affecting this quarter’s growth more than was previously forecast. The Federal Reserve 
Bank of Atlanta is now tracking 3Q GDP growth at 3.7%.

Inflation continues to loom as a concern for consumers and investors. Following inflation reports for 
July reflecting year-over-year price trends slightly moderating for core consumer price index (+4.3%) and 
the Fed’s preferred measure of core personal consumption expenditures price index (+3.6%), consumers 
and investors are anxiously awaiting August data to be released in the weeks ahead to help decipher 
how long these elevated trends might continue. While expectations of continuing inflation could have a 
psychological impact on consumer activity, we continue to believe inflation is likely to revert toward 2% by 
the end of 1Q 2022.

We continue to believe the Federal Reserve will begin tapering its open market asset purchases in 
4Q 2021. Despite what is likely to be slower 3Q growth than the Fed may have expected, we still believe 
the committee will begin reducing its $120 billion in monthly bond purchases sometime in the final three 
months of the year. Given recent data, we believe the timing now perhaps favors an 
announcement at the early November Fed meeting with implementation in December. 
We still believe an actual rate hike is unlikely before CY 2023.
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All considered, we now see CY 2021 GDP growth in the 5.5%–6% range and we believe the Delta 
variant remains the single biggest variable between now and year end. As new COVID-19 cases 
unfortunately continue to mount, investors should watch for virus trends to potentially moderate in 4Q as 
booster vaccine doses begin to be administered, and look for the economy to adjust to rising case numbers 
once again as it has done a few times since the pandemic began. 

We continue to see the overall economic environment as a favorable one for the equity markets. This 
is largely based on what appears to be continuing rising corporate earnings trends for the remainder of CY 
2021 and into CY 2022 driven by rising revenues and higher profit margins combined with still historically 
low long-term interest rates. As we await what looks to be another strong round of earnings reports for 3Q 
2021, we maintain our mid-year 2022 price target on the S&P 500® of 4,800.



Investments are subject to market risk, including the loss of principal. Asset classes or investment strategies described may not be appropriate 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 
Management, Inc. include Transamerica Funds, Transamerica Series Trust and DeltaShares® exchange-traded funds. Transamerica Asset 
Management, Inc., is an indirect wholly owned subsidiary of Aegon N.V., an international life insurance, pension, and asset management company. 
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