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Markets surge in the 2nd quarter, driven by U.S. Growth and International 
Developed Stocks. Fixed income bounces back after poor 1Q. 

Globally diversified portfolios performed well as equities and fixed income produced positive 
returns for the quarter. U.S. Large Cap Growth stocks were the best performing asset class 
during the quarter returning 11.9%, followed by International Developed stocks (+5.2%). Fixed 
Income returns were positively impacted by the recent fall in interest rates, as fears of the Fed 
reducing its accommodative policy in the near-term waned. Inflation fears, which spiked in mid-
May, have lessened as the Federal Reserve and market economists have dismissed the recent 
inflation spikes as temporary. In addition, the stock market volatility (measured by VIX) spiked 
in mid-May but has since subsided and currently sits at its lowest level since February 2020.  
 

 
 

2Q Highlights 

• Global Equities Surge 

• Interest Rates Fall 

• COVID-19 Vaccine 
Distribution and  
Re-openings Continue 

• Infrastructure Plan Outline 
Pending Congressional 
Approval 

• Fed Reiterates 
Accommodative Policy, 
Tapering Timeline Moved Up 
to Late 2022 

• U.S. Employment Continues 
to Improve even as Job 
Openings reach 9 million 
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Equity markets reach 
new all-time highs in 
June. 
 
In the 2nd Quarter, Global Equities 
returned 7.4%. U.S. Large Cap equities 
rose 8.5% in 2Q and over the last 12 
months are now positive by 43.1%. Non-
US Developed markets were up 5.2% in 2Q 
and over the last 12 months are up 32.4%. 
The best performing equity asset class for 
the quarter was U.S. large cap growth 
equities, which returned 11.9%, after 
lagging other market segments for most of 
the year. 

 
  

 

Core fixed income 
returns were postive 
during the quarter.  
 
In the 2nd Quarter, the U.S. Government/ 
Credit 1-5 Year bond index returned  
0.3%, driven higher by investment grade 
corporate bonds. U.S. Government Bonds 
returned 1.8%. Municipal bonds had a 
good quarter, returning 1.4%. High Yield 
bonds continued to do well, returning 
2.7%, as spreads continued to compress to 
the lowest levels since 2007. Cash yields 
remain near 0%. The 10-Year U.S. 
Treasury Bond Yield fell from 1.74% to 
1.45%. 
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Looking Forward 

• President Biden’s bipartisan $579B infrastructure framework 
plan has been preliminarily approved. The bill includes funding 
for improvements to roads, bridges, transit, enhanced internet 
access and airports. 

• Federal Reserve Chairman Jerome Powell on June 22nd again 
signalled that the Central Bank would remain patient before 
changing from its accommodative policy stance. Inflation (Core 
PCE) ended May at 3.4% above the Fed’s target. Employment 
continues to improve, although at a slower rate. Chairman 
Powell expects “strong job creation in the fall”.  

• The U.S. dollar fell relative to non-U.S. currencies in 2Q as much 
as 4% before settling down -1.3%. 

• Equity valuations, as measured by the cyclically adjusted price-
to-earnings ratio, rose during the 2nd quarter. U.S. stock 
valuations are elevated but remain fairly-valued relative to risk-
free bonds. International equity valuations are fairly valued on 
historical averages and represent a better relative long-term 
opportunity. Equity indices hit all-time highs during the quarter 
as investors fear of higher inflation waned signalling a belief that 
the rise in inflation will be transitory. 

• The COVID-19 vaccine distribution continues and reports state 
that 150MM (47%) U.S. residents have been fully vaccinated. 
The U.S. rose to the top of Bloomberg’s Covid Resilience 
Ranking for the first time, a measure that indicates how well 
countries are handling the pandemic. 

• The markets continue to price in a strong global recovery in 
2021 supported by accommodative central banks, stimulus 
programs, infrastructure spending, and less COVID related 
restrictions. We will continue to diligently monitor risk factors 
and manage our clients' portfolios with a patient, long-term, 
disciplined approach.  

 
Thank you for your trust and confidence in us. 

 

 
 

Nick Botticelli 
Chief Investment 

Strategist 

 

 
 

Matt Underwood, CFA®, CAIA® 
Director of Research & Portfolio 

Management 
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Index Definitions 
All indexes are unmanaged, and an individual cannot invest directly in an index. Index returns do not include fees or expenses. 
 
Equities: 
The MSCI ACWI (All Country World Index), “Global Equities”, is a free float-adjusted market capitalization weighted index that 
is designed to measure the equity market performance of developed and emerging markets. 
The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to 
measure the equity market performance of developed markets, excluding the US & Canada. 
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market 
performance in the global emerging markets. 
The Russell 1000 Index® measures the performance of the 1,000 largest companies in the Russell 3000. 
The Russell 1000 Growth Index® measures the performance of those Russell 1000 companies with higher price-to-book ratios 
and higher forecasted growth values. 
The Russell 1000 Value Index® measures the performance of those Russell 1000 companies with lower price-to-book ratios and 
lower forecasted growth values. 
The Russell 2000 Index® measures the performance of the 2,000 smallest companies in the Russell 3000 Index. 
The S&P 500 Index is widely regarded as the best single gauge of the U.S. equities market. The index includes a representative 
sample of 500 leading companies in leading industries of the U.S. economy. The S&P 500 Index focuses on the large-cap segment of 
the market; however, since it includes a significant portion of the total value of the market, it also represents the market. 
The MSCI ACWI (All Country World Index) is a free float-adjusted market capitalization weighted index that is designed to 
measure the equity market performance of developed and emerging markets. 
 
 
Fixed Income: 
The Bloomberg Barclays US 1-5 year Government/Credit Float-Adjusted Bond Index, “U.S. Fixed Income”, is a float-
adjusted version of the US 1-5 year Government/Credit Index, which tracks the market for investment grade, US dollar-
denominated, fixed-rate treasuries, government-related and corporate securities. 
The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, 
US dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, government-related and corporate securities, 
MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency and non-agency). 
The Bloomberg Barclays Municipal Index: consists of a broad selection of investment- grade general obligation and revenue 
bonds of maturities ranging from one year to 5 years. It is an unmanaged index representative of the tax-exempt bond market. 
The Bloomberg Barclays US High Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and debt 
issues from countries designated as emerging markets (sovereign rating of Baa1/BBB+/BBB+ and below using the middle of 
Moody’s, S&P, and Fitch) are excluded, but Canadian and global bonds (SEC registered) of issuers in non-EMG countries are 
included. 
The Bloomberg Barclays US TIPS Index consists of Inflation-Protection securities issued by the U.S. Treasury. 
 
Other Indices: 
The VIX, or the Volatility Index, is a real-time market index that represents the market's expectation of 30-day forward-looking 
volatility. It provides a measure of market risk and investors' sentiments. (CBOE SPX Volatility Index (VIX)) 
The Consumer Price Index (CPI) is a measure that examines the weighted average of prices of a basket of consumer goods and 
services, such as transportation, food, and medical care. Changes in the CPI are used to assess price changes associated with the 
cost of living. (United States Inflation Rate (CPI_YOY)) 
The CAPE Ratio (also known as the Shiller P/E or PE 10 Ratio) is an acronym for the Cyclically-Adjusted Price-to-Earnings 
Ratio. The ratio is calculated by dividing a company’s stock price by the average of the company’s earnings for the last ten years, 
adjusted for inflation. 
The United States Unemployment Rate is the percent of the labor force that is jobless. (United States Unemployment Rate 
(USURTOT)) 
The Currency Pair EUR/USD is the shortened term for the euro against U.S. dollar pair, or cross for the currencies of the European 
Union (EU) and the United States (USD). The currency pair indicates how many U.S. dollars (the quote currency) are needed to 
purchase one euro (the base currency). (Euro/United States Dollar (EURUSD)) 
 

GSIS - Disclosures 
This material is presented solely for informational purposes and nothing herein constitutes investment, legal, accounting or tax 
advice, or a recommendation to buy, sell or hold a security. Information is obtained from sources deemed reliable, but there is no 
representation or warranty as to its accuracy, completeness, or reliability. All information is current as of the date of this material 
and is subject to change without notice. Third-party economic or market estimates discussed herein may or may not be realized and 
no opinion or representation is being given regarding such estimates.  
 
Past performance is no guarantee of future results. 
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