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The SITREP for the week ending 11/05/2021
*****************************************************
SIT REP: n. a report on the current situation; a military abbreviation; from "situation report".

In the markets:

U.S. Markets: U.S. stocks posted impressive gains for the week following healthy economic data, strong
earnings reports, and a relatively dovish Federal Reserve policy meeting. The Dow Jones Industrial Average,
benchmark S&P 500 index, and the technology-heavy NASDAQ Composite all reached record highs. The Dow
cleared the 36,000 milestone with a 508 point gain to 36,328—an increase of 1.4%. The NASDAQ rose for a fifth
consecutive week closing at 15,972, a gain of 3.1%. By market cap, the large cap S&P 500 finished up 2.0%,
while the mid cap S&P 400 and small cap Russell 2000 finished the week strongly, up 4.0% and 6.1%
respectively.

International Markets: Major international markets finished the week predominantly in the green. Canada’s
TSX rose 2.0% and the United Kingdom’s FTSE 100 gained 0.9%. On Europe’s mainland, France’s CAC 40 and
Germany’s DAX finished up 3.1% and 2.3%, respectively. In Asia, China’s Shanghai Composite declined -1.6%
while Japan’s Nikkei added 2.5%. As grouped by Morgan Stanley Capital International, developed markets
rose 1.7%, while emerging markets finished the week unchanged.

Commodities: Precious metals finished the week solidly to the upside. Gold rose $32.90 to $1816.80 per
ounce, a gain of 1.8%. Silver added 0.9% closing at $24.16 per ounce. Oil closed down for a second week,
declining -2.8% to $81.27 per barrel of West Texas Intermediate crude. The industrial metal copper, viewed by
some analysts as a barometer or world economic health due to its wide variety of uses, finished the week down 0.6%.

U.S. Economic News: The number of Americans filing first-time unemployment claims hit a new pandemic
low as firms continued to retain the workers they already have (and continued to search for new ones). The Labor
Department reported new jobless claims dropped by 14,000 to 269,000 last week. Economists had expected
claims to total 275,000. Last month new unemployment filings dropped below the key 300,000 level for the
first time since the start of the viral outbreak in March 2020. New jobless claims declined the most last week in
Florida and Missouri. The only states to post sizable increases were Kentucky and California. Continuing claims,
which counts the number of people already receiving benefits, fell by 134,000 to 2.1 million. That number
is at a pandemic low.
The U.S. job market snapped back in October as the number of new jobs created smashed economists’
expectations. The Labor Department reported nonfarm payrolls rose by 531,000 bringing the unemployment rate

down to 4.6%. Economists had expected just 450,000 new jobs would be created. Private payrolls were even
stronger, rising by 604,000. A loss of 73,000 government jobs pulled down the headline number (the “loss” was
actually a seasonal adjustment and not a true loss of jobs). October’s gains were a sharp pickup from September’s
312,000 new jobs created. Given the solid report, analysts were optimistic about the future. Nick Bunker,
economic research director at job placement site Indeed stated, “If this is the sort of job growth we will see in the
next several months, we are on a solid path.” The critical leisure and hospitality sector led the way with 164,000
new jobs, followed by professional and business service (100,000), and manufacturing (60,000). The labor force
participation rate held steady at 61.6%. That number remains 1.7 points below its February 2020 level indicating
roughly 3 million fewer Americans are currently in the workforce.
Manufacturing activity in the United States remained robust in October despite numerous hurdles, a
closely-watched survey found. The Institute for Supply Management (ISM) reported its index for manufacturers
ticked lower last month to 60.8 from 61.1 in the prior month. However, analysts still viewed this as a positive report.
Readings over 50 signify growth and any readings over 60 are considered exceptional. Furthermore, the reading
exceeded economists’ expectations of 60.3. The index has been above its growth threshold for 17 consecutive
months. In the details, there was a notable drop in the new orders index to 59.8 and production ticked down 0.1
point to 59.3. Manufacturers continue to struggle with a trifecta of shortages of supplies, labor, and now
shipping difficulties. Despite these constraints, the sector continues to grow and sentiment in the industry
remains strong.
In the vastly larger services side of the economy, the Institute for Supply Management (ISM) reported its sentiment
index for that sector soared in October. ISM reported its services index jumped to a record 66.7 last month—
up 4.8 points from September. The increase was much bigger than Wall Street expected. Economists had
forecast ISM’s services index to come in at 62. Analysts believe a fall in the number of coronavirus cases gave
Americans the confidence to go outside again and spend more freely at restaurants, hotels, and other servicerelated businesses. The biggest worry among executives remains the shortages of both workers and supplies.
New orders and production both rose to record highs in all 18 industries tracked by ISM. “Demand is redhot,” said senior U.S. economist Andrew Hunter of Capital Economics, but “supply is still struggling to
keep up.”
In a key announcement this week, the Federal Reserve announced it will begin to wind-down its bond-buying
program designed to prop-up the economy during the darkest days of the pandemic. The Fed started buying
trillions of dollars of bonds when the pandemic struck in early 2020, eventually slowing the pace to $120 billion per
month. The central bank’s balance sheet has topped $8 trillion. Last December, the Fed had stated it would
continue to buy bonds until the economy made “substantial” progress towards its goal of 2% inflation and a healthy
labor market. This week, the Fed said it would reduce the pace of purchases to just $15 billion per month for
November and December and added that “similar reductions in the pace of net asset purchases will likely be
appropriate each month.” Still, the Fed stressed it was keeping all options on the table writing the FOMC “is
prepared to adjust the pace of purchases if warranted by changes in the economic outlook.” If the Fed proceeds
at the pace set out, it will complete the bond-buying program in the middle of 2022. In its policy statement,
the Fed switched the language to say that inflation was elevated due to factors “that are expected” to be transitory.

International Economic News: Canada’s banks have gotten the green light to resume share buybacks and
increase their dividends after regulators removed restrictions put in place to protect the financial system during
panic. Canada’s Office of the Superintendent of Financial Institutions (OSFI) said in addition to the above, banks
may also increase executive compensation. Peter Routledge, head of the OSFI said he did not believe that lifting
the restrictions “will detract from financial institutions’ ability to support the economic recovery or from public
confidence in the Canadian financial system.” The decision was made after banks began to release provisions

for loan losses in recent quarters and Canadians returned to making mortgage payments after their sixmonth deferrals ended without a wave of defaults, Routledge said.
Across the Atlantic, business activity in the United Kingdom hit a three-month high in October exceeding
expectations and indicating the economy remains on an upward trajectory. Research firm IHS/Markit
reported its composite Purchasing Managers’ Index (PMI) was 57.8 in October, up from 54.9 in September and
above the earlier “flash” reading of 56.8. The reading indicates the UK’s post-lockdown recovery remains robust.
October’s increase was driven by services, where reported activity rose to 59.1—the highest reading since July.
Duncan Brock, group director at the Chartered Institute of Procurement and Supply, said the rise was driven by
domestic markets but also export orders increased to the highest level since 2018 as travel opportunities reopened.
On Europe’s mainland, French President Emmanuel Macron said he was postponing planned trade
sanctions on Britain so that negotiators from both sides could work on new proposals to settle their
dispute over post-Brexit fishing rights. Earlier, France had said it would restrict cross-Channel trade threatening
to turn a disagreement over fishing into a wider trade dispute between two of Europe’s biggest economies. The
measures threatened by France include increased border and sanitary checks on goods from Britain and banning
British vessels from some French ports, steps that have the potential to bring cross-Channel trade to a crawl. "We
welcome France's acknowledgement that in-depth discussions are needed to resolve the range of
difficulties in the UK/EU relationship," a UK government spokesperson said in a statement.
Industrial production in Germany unexpectedly fell in September as supply bottlenecks continued to take a toll
on Europe’s largest economy. Germany’s Federal Statistics Office reported industrial output fell 1.1% on the
month. Economists had expected a 1% decline. Compared with the previous quarter, production in the
manufacturing sector fell by 2.4% in the third quarter and remains 9.5% lower than in February of 2020—right
before the pandemic emerged. The fall was driven by a drop in the production of mechanical engineering, electrical
equipment, and data processing equipment sectors, the economy ministry said. Thomas Gitzel, an economist at
VP Bank, said Germany's industrial production outlook remains bleak as companies expect material
shortages to persist until the end of next year.
In Asia, President Xi Jinping said China is open to negotiations on subsidies to its industrial firms as well
as state-owned companies, key points of trade tensions with the U.S. Xi said China will take an “active and
open” attitude to talks on issues such as the digital economy, trade, the environment, industrial subsidies, and
state-owned enterprises. The U.S. has long-standing concerns about the state-controlled structure of China’s
economy and subsidies, and has repeatedly protested China’s “unfair, non-market practices.” Xi outlined a number
of steps he would take to expand imports including building new zones for import facilitation, shortening China’s
“negative list” for foreign investment, and expanding the number of industries where foreign investment is
encouraged.
Japan’s household spending fell almost -2.0% in September from the same time last year as consumption
was weighed down by sluggish car sales and a prolonged state of emergency over the coronavirus pandemic,
government data showed. In the report, transportation and telecommunication outlays declined 6.5%, contributing
the most to the overall decrease. Spending on vehicles has slowed and parts supplies have been disrupted by
surges in coronavirus infections in Southeast Asia. A 3.5% fall in expenditures on food, including dining out, also
weighed. Officials don’t expect consumer spending to improve anytime soon. “The situation over the virus is
getting better, but household spending is unlikely to recover rapidly since the government has been relaxing (antivirus measures) in stages,” a ministry official said.

Finally: The average price of a new vehicle has spiked about 25% since the start of the pandemic, from
about $35,000 to a whopping $44,000, according to auto data firm J.D. Power. Shortages of key materials,
such as semiconductors, have not only limited the number of vehicles being produced, but also
incentivized automakers to build only the most expensive, highest-trim versions of their vehicles. The
result: automakers and dealers are making enormous amounts of gross profits per vehicle sold in their
showrooms in a “take or leave it” scenario. In October, dealers made on average $5,129 per unit in gross
profit, including contributions from finance and insurance (F&I) sales, smashing the prior record and up an
amazing 75% from the same time last year. (Data: J.D. Power, chart: wolfstreet.com)

(Sources: All index- and returns-data from Yahoo Finance; news from Reuters, Barron’s, Wall St. Journal,
Bloomberg.com, ft.com, guggenheimpartners.com, zerohedge.com, ritholtz.com, markit.com, financialpost.com,
Eurostat, Statistics Canada, Yahoo! Finance, stocksandnews.com, marketwatch.com, wantchinatimes.com, BBC,
361capital.com, pensionpartners.com, cnbc.com, FactSet.)
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Barclays Aggregate Index - An unmanaged index of fixed rate investment grade securities with at least
one year to maturity combining the Barclays U.S. Treasury Bond Index, the Barclays U.S. GovernmentRelated Bond Index, the Barclays U.S. Corporate Bond Index, and the Barclays U.S. Securitized Bond
Index.
Barclays US Corporate Index is a broad-based benchmark that measures the investment grade US
dollar- denominated, fixed-rate, taxable corporate bond market. It includes USD denominated securities
issued by US and non-US industrial, utility, and financial issuers that meet specified maturity, liquidity, and
quality requirements.
Barclays Aggregate Bond Index (formerly known as the Lehman Brothers Aggregate Bond Index), an
unmanaged, market capitalization weighted index of government and corporate bonds, mortgage-backed
securities, and other asset-backed securities, with interest reinvested. This index commonly serves as a
proxy for the U.S. bond market.
The Bloomberg Commodity Index is designed to be a highly liquid and diversified benchmark for the
commodity futures market. The Index is composed of futures contracts on 19 physical commodities and
was launched on July 14, 1998.
CBOE Volatility Index shows the market's expectation of 30-day volatility. It is constructed using the
implied volatilities of a wide range of S&P 500 index options. This volatility is meant to be forward looking
and is calculated from both calls and puts. The VIX is a widely used measure of market risk and is often
referred to as the "investor fear gauge."
The DJ Equity All REIT Total Return Index measures the total return performance of the equity
subcategory of the Real Estate Investment Trust (REIT) industry as calculated by Dow Jones.
The S&P 500 is a market-cap weighted index composed of the common stocks of 500 leading companies
in leading industries of the U.S. economy.
The Dow Jones Industrial Average is a price-weighted index of 30 actively traded blue-chip stocks.
The NASDAQ Composite Index is an unmanaged, market-weighted index of all over-the-counter common
stocks traded on the National Association of Securities Dealers Automated Quotation System.
The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe:
market-cap weighted index composed of 2,000 U.S. small-cap common stocks.
The CAC-40 Index is a narrow-based, modified capitalization-weighted index of 40 companies listed on the
Paris Bourse.
The ISEQ Overall Index is a capitalization-weighted index of all official list equities in the Irish Stock
Exchange, excluding U.K.-registered companies.
The FTSE MIB (Milano Italia Borsa) is the benchmark stock market index for the Borsa Italiana, the Italian
national stock exchange.
The IBEX 35 is the benchmark stock market index of the Bolsa de Madrid, Spain's principal stock
exchange.
The DAX 30 is a Blue-Chip stock market index consisting of the 30 major German companies trading on
the Frankfurt Stock Exchange.
The FTSE 100 Index is a share index of the 100 companies listed on the London Stock Exchange with the
highest market capitalization.
The STOXX Europe 600 Index is derived from the STOXX Europe Total Market Index (TMI) and is a
subset of the STOXX Global 1800 Index.
The RTS Index (abbreviated: RTSI, Russian: Индекс РТС) is a free-float capitalization-weighted index of
50 Russian stocks traded on the Moscow Exchange.
The SSE Composite Index is an index of all stocks (A shares and B shares) that are traded at the
Shanghai Stock Exchange.
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The Shanghai Composite Index tracks the biggest and most important public companies in China.
The Hang Seng Index is a free float-adjusted market capitalization-weighted stock market index that is the
main indicator of the overall market performance in Hong Kong.
The IDX Composite or Jakarta Composite Index is an index of all stocks that are traded on the Indonesia
Stock Exchange (IDX).
The Korea Composite Stock Price Index or KOSPI is the major stock market index of South Korea,
representing all common stocks traded on the Korea Exchange.
The Asia Dow measures the Asia equity markets by tracking 30 leading blue-chip companies in the region.
The S&P/ASX 200 Index is a market-capitalization weighted and float-adjusted stock market index of
Australian stocks listed on the Australian Securities Exchange from Standard & Poor’s.
Nikkei 225 (Ticker: ^N225) is a stock market index for the Tokyo Stock Exchange (TSE).
The Nikkei Average is the most watched index of Asian stocks.
The BSE SENSEX (Bombay Stock Exchange Sensitive Index), also-called the BSE 30 (BOMBAY STOCK
EXCHANGE) or simply the SENSEX, is a free-float market capitalization-weighted stock market index of 30
well-established and financially sound companies listed on the Bombay Stock Exchange (BSE).
Karachi Stock Exchange 100 Index (KSE-100 Index) is a stock index acting as a benchmark to compare
prices on the Karachi Stock Exchange (KSE) over a period.
The Dow Jones Americas Index measures the Latin American equity markets by tracking 30 leading
blue-chip companies in the region.
The Mexican IPC Index (Indices de Precios y Cotizaciones) is a major stock market index which tracks the
performance of leading companies listed on the Mexican Stock Exchange.
The Bovespa Index is a gross total return index weighted by traded volume & is comprised of the most
liquid stocks traded on the Sao Paulo Stock Exchange.
The S&P/TSX Composite Index is an index of the stock (equity) prices of the largest companies on the
Toronto Stock Exchange (TSX) as measured by market capitalization.
The Global Dow is an equally weighted index of 150 widely traded blue-chip common stocks worldwide.

•

The MSCI World Index is a free-float weighted equity index that includes developed world markets and
does not include emerging markets.

•

The MSCI EAFE Index is recognized as the pre-eminent benchmark in the United States to measure
international equity performance. It comprises the MSCI country indices that represent developed markets
outside of North America: Europe, Australasia and the Far East.
The MSCI Emerging Markets Index is a float-adjusted market capitalization index consisting of indices in
more than 25 emerging economies.
The US Dollar Index measures the performance of the U.S. dollar against a basket of six currencies.
Corporate BBB 1-3-year Index - as represented by the BBB rated component of the BofA Merrill Lynch 13 Year U.S. Corporate Index, comprised of U.S. dollar-denominated investment-grade corporate debt
securities publicly issued in the U.S. domestic market with between one and three years remaining to final
maturity.
High Yield Index - as represented by the Bank of America Merrill Lynch U.S. High Yield Master II
Constrained Index, a market value-weighted index of all domestic and Yankee high-yield bonds, including
deferred-interest bonds and payment–in-kind securities.
10 -Year US Treasury Index - This index represents a theoretical rolling 10-year U.S. Treasury note,
renewed semiannually to a new higher coupon based on the indicated rise in rates.
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Index Disclosures:
“An index is a composite of securities that provides a performance benchmark. Indexes are
unmanaged, do not incur management fees/costs/expenses, and cannot be invested-in directly. Past
performance is not a guarantee of future results.”

The views expressed represent the opinion of Brian Johnson, owner of Midwest Financial an SEC registered
investment advisor. Information is for Illustrative purposes only and does not constitute investment, tax or legal
advice. Stated information is derived from proprietary and nonproprietary sources that have not been
independently verified for accuracy or completeness. While Midwest Financial believes the information to be
accurate and reliable, we do not claim or have responsibility for its completeness, accuracy, or reliability.
Statements of future expectations estimates, projections and other forward-looking statements are based on
available information and Midwest Financial’s view as of the time of these statements. Accordingly, such
statements are inherently speculative as they are based on assumptions that may involve known and unknown
risks and uncertainties. Actual results, performance or events may differ materially from those expressed or
limited in such statements. Investing in equity securities involves risks, including the potential loss of principal
while equities may offer the potential for greater long-term growth than most debt securities, they generally have
higher volatility. International investments may involve risk of capital loss from unfavorable fluctuation in
currency values, from differences in generally accepted accounting principles, or from economic or political
instability in other nations. Past performance is not indicative of future results.
Midwest Financial does not accept any liability for the use of the information discussed. Consult with a qualified
financial, legal, or tax professional prior to taking any action.
This presentation is for information purposes only and is not intended as an offer or solicitation with respect to
the purchase or sale of any security.
Midwest Financial is a Registered Investment Adviser. Advisory services are only offered to clients or prospective
clients where Midwest Financial and its representatives are properly licensed or exempt for licensure. Past
performance is not guarantee of future returns. Investing involves risk and possible loss of principal capital. No
advice may be rendered by Midwest Financial unless a client service agreement is in place.

Brian Johnson, RFC
Managing Member
712-659-2156
706 Montana St.
Glidden, IA 51443

* refers to Market Conditions Midwest Financial monitors each day. For more information you can contact Midwest Financial.

“Good risk managers are unapologetic about taking actions to avoid or mitigate risk - even if the actions don't
always pay off - because they know that in the long run, their investors will survive the trip when other investors
are left in smoking ruins at the side of the road to retirement.”

