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Recent market events have come fast and furious and with them
market implications for the year ahead. In processing the many
events over the past few weeks, we believe investors may want
to take the following into account.

Corporate earnings reports reflect another strong quarter of growth. With more than half of S&P
500® companies having released 3Q results, over 80% of those firms so far have reported profits above
consensus analyst estimates (FactSet Earnings Insight). Estimates for CY 2021 are now anticipating S&P
500 net operating earnings to exceed CY 2020 profits by better than 40%, and CY 2022 estimates are
currently shaking out at about 10% growth. These are strong earnings numbers, and we also see potential
upside to the CY 2022 forecasts.
Inflation is likely to remain running hot into at least 2Q 2022. The October consumer price index (CPI)
report posted its highest increase since December 1990 as year-over-year headline inflation came in
at 6.2% and core (ex food and energy) rose by 4.6%. This was well above expectations, and we would
anticipate future CPI and personal consumption expenditures price index reports to continue running close
to these recently established 30-year highs, potentially into spring of next year. The ability of corporations
to pass on such higher costs and the market’s reaction to ongoing higher inflation rates will likely be market
risks throughout 2022.
Supply chain constraints and worker shortages are also likely to persist into the new year. The images
of countless container ships waiting to port and driverless trucks unable to transport goods inland are
unfortunately not going away anytime soon. We expect these bottlenecks influencing the prices and
availability of both components and finished goods to last at least another several months, and the ability
of corporations to navigate around them will continue to be a major challenge.
Federal Reserve begins tapering open market asset purchases. Following the conclusion of its November
meeting, the Federal Reserve announced the initial schedule of its highly anticipated reduction in open
market Treasury bond and mortgage-backed securities purchases, currently at $120 billion per month. The
stated taper of $15 billion per month infers an end to all asset purchases by mid-year 2022 and we believe
rate hikes could soon follow should inflation not subside by that time. We do not see this shift in policy as
necessarily a threat to the markets as we believe investors will be looking to the Fed to realign its emphasis
from accommodation and liquidity to more aggressively combatting inflation in the year ahead. We see the
longer end of the curve likely to keep rising and believe the 10-year Treasury yield could challenge 2% by
the early months of 2022.

Gross domestic product (GDP) growth weakened considerably in 3Q, but a potential rebound could be
on deck. Following consecutive 6% plus annualized growth rates in the first two quarters of the year, 3Q
GDP growth fell considerably with an advanced estimate of only 2% annualized growth as the Delta variant
and supply chain constraints were major culprits. However, early tracking for 4Q appears to be inferring
a rebound could be at hand based in large part so far on improving consumer spending and gross private
domestic investment.
Strong October jobs report exceeded expectations. The October nonfarm payrolls report exceeded
expectations adding 531,000 jobs to the economy as well as substantial positive revisions of 235,000
for August and September. While previous job reports since August had been disappointing, a reversal in
trend of this magnitude could certainly play a role in improving 4Q GDP growth.
Tax hikes associated with infrastructure and social spending legislation now look to be quite benign.
Following passage of the bipartisan infrastructure bill, investors can take comfort in that most of the
originally proposed Biden tax hikes were not included in this legislation, nor are they expected to be part
of the pending social spending legislation. This pertains to initial provisions such as a higher corporate tax
rate, higher top individual rate, higher capital gains rate, and the elimination of the step-up in cost basis on
inherited assets and taxation on unrealized capital gains. What looks to be potentially taking their place
in the pending social spending bill is a 15% minimum corporate tax on book income and higher individual
rates on those earning more than $10 million annually, which we would view as being far less market
unfriendly. Therefore, removal of the originally proposed tax increases will likely close to eliminate the
cloud of tax concerns overhanging the markets since last year’s presidential election.
COVID-19 case rates have declined considerably in recent months. Following the onslaught of the Delta
variant and the related surge in virus cases that peaked in late summer, daily new COVID-19 cases have
declined from a seven-day average of about 180,000 in late August to about 70,000 by early November.
While this level is still a good bit higher than last June, when daily new case averages had fallen to about
12,000, the overall direction appears to be improving.
Major therapeutic breakthrough for COVID-19 treatment has emerged. On November 5, pharmaceutical
giant and vaccine producer Pfizer announced highly successful results for its new antiviral pill to treat
diagnosed cases of COVID-19. The results of this Phase II/Phase III concurrent clinical trial, halted
early so the placebo group could get access to the new drug, displayed an 89% reduction in the risk of
hospitalization and death for high-risk adult COVID-19 patients. Pfizer is expected to submit data on this
new antiviral to the FDA by the end of November with hopes of a full approval by early December. When
combining this potential new treatment with continuing vaccine efforts, there now appears to be a path
toward dramatic case reductions in the year ahead, perhaps reclassifying COVID-19 from pandemic to
epidemic or even herd immunity status.
It is important for investors to net out the impacts of these developments as we look to 2022 and beyond.
While uncertainties clearly exist, we believe the environment is one with more working for investors than
against them.
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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
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