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Supply Chain

If you have never driven in Pittsburgh, PA, you are missing out on one of the
most intense, bridge-driving experiences in the country. Fort Pitt Bridge connects
Route 376, which is the primary route for out of town traffic. Whether traversing on
the first or second level of the bridge, drivers usually have to: merge into traffic,
cross multiple lanes, exit, merge back into traffic, cross multiple lanes again, and
then hope their final exit is not closed for construction. The chain of events is chaotic
and first time drivers constantly slow down the flow of traffic. Once you have done
it a few times, there are still challenges and delays, but the ride is much smoother and
almost enjoyable. Likewise, an economic bridge, the supply chain, has been con-
founding the economy for the past year. We were unprepared to meet demands with
the systems in place, but with innovation and determination, we might be getting
back on track, and if so, there would be a direct impact on the inflation argument dis-

cussed previously here and in hundreds of articles online.

The first example is lumber, which has not seen prices this high for decades.
According to industry insiders, this is not due to price gouging or market manipula-
tion but rather lack of supply and DIY projects during the pandemic alongside nor-
mal activity. Throughout COVID 19, multiple businesses have had to stop produc-
tion, and the lumber industry is no different. Canadian regulation has increased dur-
ing this time too, reducing the Annual Allowable Cut (AAC). At the same time,
home remodeling activity was in full force, which drew heavily on reserves. Sky high
demand met with fettered supply has led to high prices and expectations that equilib-
rium should return at the end of 2021 or early 2022. The same can be said about food
prices, but rather than DIY remodelers, home cooks and preppers have strained a
busted restaurant supply chain. While not usually described as a direct supply chain,
home prices and home buying activity have risen in low-cost locales, as those with
means leave the cities to live in areas with lower risk/restrictions. This has in turn
led to rental-dense areas offering provisions and lower monthly payments, which will
probably continue until the exodus stops. Finally, previously depressed oil prices
have risen steeply, as global activity begins to pick up faster than anticipated. High
summer activity is the base case of expectations, but what happens after a mass reo-

pening is still unknown.
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The majority of markets are still in supply chain shock but starting to recover. After being in the pandemic
for a year now, the U.S. has shown amazing adaptability, regardless if one agrees with the outcomes. The amount
of energy and effort to navigate around closed businesses, mandated quarantines, and shuttered borders was Her-
culean. However, with the future in mind, the question is whether current higher inflation metrics are cyclical or
structural. Most articles are inflation bulls and walk through a structural, here-to-stay shift in inflation. Investors
should be aware when reading these though that there is a Bull and Bear case to be made, and what we are seeing

could be just temporary as supply chains regroup.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the
future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti
Advisory Services, Inc. [“VASI]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions
and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in
this commentary serves as the receipt of, or as a substitute for, personalized investment advice from VASI. Please remember to contact VASI, in writing, if there are any changes in
your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to
impose, add, or to modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide
services as we do currently. VASI is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be construed as legal or accounting
advice. A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or at www.valicenti.com.
Please Note: IF you are a VASI client, Please advise us if you have not been receiving account statements (at least quarterly) from the account custodian. Historical performance
results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and generally do not reflect the deduction of
transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical
performance results. It should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance
results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; and, (3) a description of each comparative
benchmark/index is available upon request. Please Note Limitations: Neither rankings and/or recognitions by unaffiliated rating services, publications, media, or other or-
ganizations, nor the achievement of any professional designation, certification, degree, or license, or any amount of prior experience or success, should be construed by a client or
prospective client as a guarantee that he/she will experience a certain level of results if VASI is engaged, or continues to be engaged, to provide investment advisory services. Rank-
ings published by magazines, and others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally
limited to participating advisers (see link as to participation data/criteria, to the extent applicable). Unless expressly indicated to the contrary, VASI did not pay a fee to be included
on any such ranking. No ranking or recognition should be construed as a current or past endorsement of VASI by any of its clients. ANY QUESTIONS: VASI’s Chief Compliance
Officer remains available to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking.



