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Despite a shortage of workers, as well as supply chain and transportation challenges within many
industries, economic activity remained robust in October while inflation jumped. Payroll growth
has been strong in recent months even as many businesses continue to report difficulties finding
workers. But faster and broader inflation is a growing concern as supply chain dislocations
remain in place.

• Job and wage gains are solid, helping to drive consumer spending despite lingering virus
concerns and higher prices.

• The business sector expansion remains solid, too, but supply chain problems have continued
to constrain the supply of many inputs (especially computer chips) and is holding growth
back across many sectors.

• Following its taper announcement, the focus for the Fed has shifted to eventual rate hikes.
Markets expect a move in the second half of 2022, causing short-term rates to drift higher.

• Equity markets resumed an uptrend, setting record highs on the back on positive Q3 earnings
announcements and rising earnings expectations for 2022.

NOVEMBER 2021

Inflation moves higher as the expansion shows 
signs of reaccelerating
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Current Scorecard –
Data through

Current Previous Year ago

Employment growth – Oct 531,000 312,000 680,000

Unemployment rate – Oct 4.6% 4.8% 6.9%

Current Previous Year ago

Yield spread – Nov 1.43 pp 1.54 pp 0.76 pp

BAA Credit spread – Nov 1.69 pp 1.84 pp 2.39 pp

CBOE market volatility – Nov 17.09 15.59 23.16

S&P 500 stock Index – Nov 4,695 4,527 3,589

Current Previous Year ago

Retail sales – Oct 1.7% 0.8% -0.1%

Total home sales – Sept 7.09 M 6.58 M 7.70 M

Consumer sentiment – Nov 66.8 71.7 76.9

Current Previous Year ago

ISM Manufacturing – Oct 60.8 61.1 58.8

ISM Services – Oct 66.7 61.9 56.2

NFIB small business optimism – Oct 98.2 99.1 104.0

Current Previous Year ago

Consumer price index (CPI) – Oct 0.9% 0.4% 0.1%

Core CPI – Oct 0.6% 0.2% 0.1%

Much of the economic data improved for October even as widespread supply
chain/transportation disruptions and labor shortages persisted. Job gains were
strong with unemployment falling again despite a lack of qualified workers for the
near record level of job openings. Business surveys remained elevated, even as
companies struggle to keep up with burgeoning consumer demand. Rapid inflation
remains a concern but continues to be caused mostly by factors that should subside
over the next year as supply chains and transport networks heal.

November 19, 2021

November 2021

Nonfarm payroll gains were strong for October and there were
significant upward revisions to previous months. Worker shortages
remain a concern, however, as the labor force participation rate was
flat again. The unemployment rate dropped to another pandemic low
and has declined by 1.3 percentage points over the past four months.
Wage gains were strong again.

With tapering expected to be finished by mid-2022, financial markets
are pricing in higher odds of Fed rate hikes later next year, helping to
push up short-term interest rates. Long-term interest rates have been
volatile and modestly lower over the past month. Equity markets
continued to climb higher to all-time highs, supported by strong Q3
earnings reports and positive earnings estimates for 2022.

Retail sales rose sharply for October as consumer spending has been
resilient despite concerns about Delta and supply chain issues that are
driving up prices. But consumer sentiment fell to a pandemic low in
the first half of November as inflation concerns intensified. Total home
sales, although below the highs for this cycle, have accelerated again
despite a continued lack of homes for sale.

The ISM services index jumped to a record high for October while the
manufacturing reading remained elevated in response to strong
demand conditions. The NFIB small business optimism index fell again
as owners expressed increased concerns about input costs and lack of
qualified workers — causing more businesses to raise both
compensation and prices.

Consumer inflation got even hotter for October as rising food and
energy prices pushed up the 12-month trend rate to a 30-year high of
6.2 percent. Core inflation was faster, too, with supply chain problems
constraining the availability of goods. The Fed continues to view most
of these higher prices as transitory, but it is beginning to worry that
inflation may be higher and last longer than anticipated.
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Future Scorecard –

2020 2021F 2022F 2023F

Real GDP growth -3.4% 5.5% 4.4% 2.5%

2020 2021F 2022F 2023F

Total home sales 6.47 M 6.88 M 6.72 M 6.45 M

Light vehicle sales 14.5 M 15.2 M 16.8 M 17.1 M

2020 2021F 2022F 2023F

Consumer Price Index (CPI) 1.2% 6.0% 3.0% 2.3%

Core CPI 1.6% 4.4% 2.5% 2.3%

2020 2021F 2022F 2023F

Average job growth -785,000 550,000 300,000 200,000

Unemployment rate 8.1% 5.4% 4.1% 3.7%

2020 2021F 2022F 2023F

Federal funds rate 0.00% 0.00% 0.00% 0.50%

10-year Treasury note 0.93% 1.60% 2.00% 2.30%

Inflation is on track to reach its highest levels since the early 1980s in coming
months as stressed supply chains and strong consumer demand push up costs for
food, energy, and many other goods. Much of this price pressure should ease over
the next year, however, as the supply system resets and consumers shift back to
service expenditures as society normalizes. Still, there remains a risk of persistently
faster inflation which could force the Fed’s hand on interest rate hikes, perhaps
slowing the expansion sooner and more sharply than currently expected.

November 2021

Growth should resume at an above-trend pace in the current quarter
and into 2022 as Covid diminishes and supply chains start to heal. The
recent infrastructure bill should boost growth modestly but only over
time. The potential for higher taxes and more stringent regulatory
policy could slow growth to near its pre-Covid trend in a few years as
the economy moves closer to full resource utilization.

Severe constraints in the supply of homes and the production of
vehicles cut into sales in this year. But demand remains strong, and
sales should pick up for autos (and remain solid for houses) in the
next couple of years as supply chains heal. Fast (but trending slower)
job gains, rapid wage growth, elevated savings, and record household
net worth should combine to keep consumer spending solid.

Job gains are expected to be strong into next year (especially within
the service sector), as more workers should reenter the labor force in
response to plentiful job openings, rising compensation, less impact
from Covid, and reduced government support. The unemployment
rate is projected to fall below 4.0 percent by the end of 2022 and
drop lower beyond that.

The Fed is expected to finish its asset purchase program by mid-2022.
Short-term interest rates should remain near zero into 2023 but this
depends principally on the forward path for inflation. Financial
markets expect tightening to begin in the second half of 2022 in
response to higher inflation. Long-term rates should move modestly
higher, gathering steam once the Fed actually tightens.

As Covid-caused supply chain disruptions mend, inflation readings
should decelerate over 2022, especially in the second half of the year.
But a portion of the recent price gains may persist (especially in
shelter-related categories) — suggesting that inflation, while lower
than current hot rates, could run somewhat above pre-Covid trends in
coming years.
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Glossary

The information in this report is provided by Nationwide Economics and is general in nature and not intended as investment or
economic advice, or a recommendation to buy or sell any security or adopt any investment strategy. Additionally, it does not take 
into account any specific investment objectives, tax and financial condition or particular needs of any specific person. 

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice. These 
forecasts show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not reflect
actual performance. We obtained certain information from sources deemed reliable, but we do not guarantee its accuracy, 
completeness or fairness.

Nationwide, the Nationwide N and Eagle, and Nationwide is on your side are service marks of Nationwide Mutual Insurance Company.
© 2021 Nationwide.
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• Not a deposit • Not FDIC or NCUSIF insured • Not guaranteed by the institution • Not insured by any federal government agency • May lose value

F Forecast

BAA Credit Spread Spread between 10-year treasury note and BAA-rated corporate 
bond rates

CBOE Chicago Board Options Exchange

CPI Consumer Price Index

FOMC Federal Open Market Committee.

ISM Institute for Supply Management

NFIB National Federation of Independent Business

Yield Spread Spread between the 1-year and 10-year Treasury note rates
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