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Energy Shortages, Supply Constraints and Inflation

This month the Investment Committee (IC) discussed how a global energy crunch, record coal and gas prices as well as continual 
blackouts are triggering the power sector and energy-intensive industries to turn to oil to keep the lights on. Higher energy prices are 
also adding to inflationary pressures that, along with power outages, could lead to lower industrial activity and a slowdown in the 
economic recovery. 

Energy effects have continued to boost headline inflation and supply shortages are adding to price pressures. It is estimated that 
headline global inflation stayed around 4% in August, which is where it has been since May. September data revealed that inflation 
edged higher in the euro-zone, US, Russia, and Brazil. The increase in Energy prices have been responsible for 70% of the increase in 
developed economy inflation. 

Global new Covid-19 infections have continued to decline from their most recent peak in August across most developed and 
emerging markets. Vaccination rates are high in most developed markets and have increased sharply in economies where rollouts
were slow, including Japan, Australia and New Zealand 

Backlogs of work have continued to mount, particularly at electronics companies. These supply blockages and shortages are limiting 
the production of goods and firms are consequently having to run down their inventories to meet demand. National surveys suggest
that staff shortages are increasing in all advanced economies, but the situation is worse in the US, UK and Canada than in the euro-
zone, where shortages are less acute than pre-pandemic. 

Fund Moves & Changes

A strong positive contribution for the month was from LAIF’s Systematic Trend exposure. Due to the persistent rise in energy prices 
over the month the fund was able to take advantage of this trend. Our convertible note exposure also performed well. As volatility 
returned to equity markets, this manager was able to weather these conditions as skilled asset selection allowed them to avoid being 
impacted by the fall in values across the broader market. 

Largest detractors for the month of September were the Long/Short exposures. These managers were affected by the broad equity
markets sell off in September. However, this followed strong performance over July and August.

The LAIF Investment Committee has completed due diligence on an impact fund which invests in global equities with a focus on long-
term sustainability trends and has decided to initiate a position in this fund as well as added to its hedging position using a volatility 
exposure.
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