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Strong Demand, Higher Prices

Secure employment and higher wages, along with savings bolstered by stimulus checks and rising asset values,
have led to strong aggregate consumer demand. But given continued activity constraints related to the
pandemic, spending patterns have, at least temporarily, shifted to favor physical goods over services.
Unfortunately, supply chains for many goods are still reeling from pandemic-related disruptions, including abrupt
shutdowns, loss of workers, and border closures. Consequently, shortages and/or long lead times for seemingly
everything — from raw materials to critical components and finished goods — are rampant. Though there have
been some flickers of progress, getting the gears of global supply chains humming again has taken more time
than hoped. And with no signs of demand abating, the bottlenecks are unlikely to be substantially resolved until
we are well into 2022. Aside from consumers’ frustration, the supply-demand imbalance has left businesses
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reduction in spending versus the unprecedented fiscal relief provided by Congress in 2020 and early 2021. That
the expenditures are longer-term in nature, however, could be constructive towards lengthening the expansion.

Outlook and Positioning

Though many conditions have improved over the last year, some issues are enduring. Indeed, as we turn the
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