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LAST WEEK IN REVIEW
Last week the major indexes retreated over the shortened week—markets were closed on Monday in 
observance of Labor Day. The small real estate sector led to the declines in the S&P 500 Index as 
longer-term interest rates increased, while consumer staples and utility stocks held up best. The small-
cap Russell 2000 Index fared worst after two consecutive weeks of outperforming the large-cap 
benchmarks, and value stocks trailed growth shares. Traders I spoke to noted that, although volatility 
increased, trading volumes remained somewhat subdued, in part because of the week's religious 
holidays.

Traders pointed to several factors weighing on sentiment, including September's reputation for being a 
weak month for stocks. In addition, the previous week's significant August payrolls miss seemed to 
linger in investors' minds and exacerbated worries that the delta variant of the coronavirus was slowing 
the economic rebound. On Thursday afternoon, President Joe Biden announced that all large 
employers must require workers to either be vaccinated or submit to weekly testing (which will be 
challenged on its constitutional merits). At the same time, vaccination would be mandatory for federal 
workers and contractors. While evidence emerged that the latest coronavirus wave was peaking, 
health officials warned that the return to school and Labor Day social gatherings might derail progress.

Political uncertainty may also have been at work. On Wednesday, the website Axios reported that 
Democratic Senator Joe Manchin backs as little as USD 1 trillion of Biden's USD 3.5 trillion spending 
plan, highlighting the wide gap between moderates and progressives, although other sources indicated 
later in the week that Manchin might be willing to go as high as USD 2 trillion. Manchin's vote could be 
critical in passing the legislation in the evenly divided US Senate (with Vice President Kamala Harris 
able to break the deadlock). Meanwhile, Treasury Secretary Janet Yellen said that extraordinary 
measures to avoid breaking the congressionally mandated federal debt ceiling were likely to be 
exhausted in October and reiterated her plea for legislators to take action. 
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 9/10/2021

Weekly (+/-) Point 
Change

9/10/2021

% Change YTD
Week Ending

9/10/2021

DJIA 34,607.72 -761.37 13.07%

S&P 500 4,458.58 -76.85 18.70%

Nasdaq 
Composite

15.115.49 -248.03 17.28%

S&P MidCap
400

2,686.53 -74.02 16.47%

Russell 2000 2,227.55 -64.50 12.80%

Source: Bloomberg. This chart is for illustrative purposes only and does not represent the performance of any 
specific security. Past performance cannot guarantee future results.

U.S. – MARKETS & ECONOMY 

Finally, inflation worries may have continued to weigh on sentiment. On Friday, stocks appeared to 
slip after the Labor Department reported that producer prices rose 0.7% in August, a slowdown 
from July's 1.0% gain, but above consensus expectations for a 0.6% increase. In addition, the tight 
labor market signaled further profit margin challenges for firms. According to the Job Openings and 
Labor Turnover Survey (JOLTS) data released Wednesday, there were a record 10.93 million 
positions waiting to be filled in July, almost 1 million more than consensus estimates. Weekly 
jobless claims also fell more than forecast to a new pandemic-era low of 310,000.

Source: Dave Granlund
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth +0.01 bps to 0.04%
2-yr:     0.00 bps to 0.21% 
5-yr:   +0.04 bps to 0.82% 
10-yr: +0.02 bps to 1.34%
30-yr: -0.01 bps to 1.93%

SOURCE: FOR THE WEEK ENDING September 10,, 2021. Bloomberg. Yields are for illustrative purposes only and do not 
represent the performance of any specific security. Yield changes are for one week. Past performance cannot guarantee future 
results

INTERESTING NEWS OVERSEAS

Shares in Europe weakened amid uncertainty about the economic outlook, the continuing coronavirus 
pandemic, and central bank policy. In local currency terms, the pan-European STOXX Europe 600 Index 
ended the week 1.19% lower. Major stock indexes also fell. Germany’s Xetra DAX Index eased 1.09%, Italy’s 
FTSE MIB Index slipped 1.45%, and France’s CAC 40 Index lost 0.39%. The UK's FTSE 100 Index declined by 
1.53%. 

Core eurozone bond yields ended slightly higher, paring earlier gains after European Central Bank (ECB) 
President Christine Lagarde said the decision by the central bank to trim its emergency bond purchases was 
not tapering. Peripheral eurozone bond yields broadly followed yields in core markets. UK gilt yields rose 
amid growing expectations that the Bank of England (BoE) may start raising short-term interest rates.

US YIELDS & BONDS

The Friday morning's producer price data appeared to reverse a downward trend in the benchmark 10-
year US Treasury note yield, leaving it modestly higher for the week. (Bond prices and yields move in 
opposite directions.) Traders reported that rates were also pushed higher at the start of the trading week 
by heavy issuance of corporate bonds and shorter-maturity Treasury notes. The week's 30-year US 
Treasury bond auction also witnessed strong demand.

According to traders, trading activity was relatively quiet in the municipal bond market during the holiday-
shortened week, and steady cash flows continued to reinforce low yield levels. They also indicated that 
demand for longer maturities in the secondary market was somewhat soft as investors appeared to be 
waiting for dealers to clear more inventory of long-term securities.

The high yield market was also reasonably quiet, as concerns over economic growth and the Federal 
Reserve's eventual tapering of its monthly asset purchases contributed to a weaker economic backdrop. In 
addition, traders noted that the primary calendar was somewhat slow to accelerate following the Labor 
Day holiday, with new deal announcements expected to pick up steam the following week. Conversely, the 
investment-grade corporate bond primary calendar was active, with the number of new deals setting a 
daily record at the start of the short week. Despite a softer macroeconomic backdrop highlighted by 
weakness in US equities, technical conditions were supported by healthy overnight demand from Asia, and 
the new issues were well subscribed.
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INTERESTING NEWS OVERSEAS – cont.

After its latest policy meeting, the ECB said that it had decided to move to a "moderately lower pace" of 
bond purchases under its Pandemic Emergency Purchases Programme for the rest of the year, after a 
rebound in European growth and inflation. However, Lagarde said that the central bank was not tapering its 
stimulus. "What we have done today ... unanimously, is to calibrate the pace of our purchases to deliver on 
our goal of favorable financing conditions. We have not discussed what comes next," she said. Lagarde 
remained cautious on the economic outlook, saying, "We are not out of the woods." However, the risks to 
the outlook are "broadly balanced," and "price pressures are building only slowly."

Japanese equities extended their gains over the week, buoyed by political optimism and expectations of 
further fiscal stimulus under a new prime minister, following the decision by current Prime Minister 
Yoshihide Suga to step down. As a result, the Nikkei 225 Index returned 4.30%, while the broader TOPIX 
index rose 3.78%. Furthermore, while the government again extended its coronavirus state of emergency 
measures, the sentiment was boosted by the announcement of plans to ease restrictions once most of the 
population has been vaccinated, with relaxation expected to commence around November. Against this 
backdrop, the yield on the 10-year Japanese government bond remained broadly unchanged from the end of 
the previous week at 0.04%, while the yen weakened to JPY 109.97 against the US dollar (from 109.72 the 
prior week).

Following Prime Minister Suga's surprise declaration that he would not seek reelection as leader of Japan's 
ruling Liberal Democrat Party (LDP), three candidates in the contest to replace him started to lay out their 
platforms. Former Foreign Minister Fumio Kishida said that while the deregulation and structural reforms 
promoted by Suga and his predecessor, Shinzo Abe, undoubtedly yielded results, his focus would be on 
adequately distributing the fruits of growth to prevent disparities from widening. In addition, according to 
some reports, he called for a massive stimulus package—of more than JPY 30 trillion (USD 270 billion), to 
cushion the blow from the coronavirus pandemic.

Lastly, Chinese stocks rose for the third straight week. According to Reuters, the Shanghai Composite Index 
gained 3.4%, and the CSI 300 Index of large-cap stocks rallied 3.5%. Robust trade data and an unexpected yet 
reportedly candid phone conversation between the US and Chinese presidents lifted investor sentiment. The 
yield on China's 10-year government bond increased and ended the week at 2.89%, while the renminbi 
currency edged up 0.2% versus the US dollar to 6.4423 per dollar, its strongest level since mid-June, 
according to Bloomberg.

According to the country's statistics office, China's merchandise exports in August increased 25.6% over a 
year earlier, while imports climbed 33.1%. The trade data beat forecasts despite renewed lockdowns across 
the country following a recent outbreak of the delta coronavirus, which led to a two-week closure of a 
critical container port in the southern city of Ningbo in August. As a result, China's monthly trade surplus 
rose to USD 58.34 billion in August, up from July's USD 56.58 billion.
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THE WEEK AHEAD

It is a relatively busy week ahead in the US on the economic data front. The consumer price report for 
August could show a modest slowdown in the inflation rate from July's 13-year high of 5.4 percent. 
However, investors will be paying particular attention to any sign of growing inflationary pressure that 
could impact the pace of Fed tapering. At the same time, the preliminary estimate of Michigan consumer 
sentiment for September should point to a slight improvement in morale after falling unexpectedly in 
August to its lowest level in a decade. Elsewhere, August's retail sales and industrial production numbers 
are seen pointing to a decline in domestic trade and modest factory activity growth. 

Other publications to watch for are foreign trade prices, business inventories, NY Empire State 
Manufacturing Index, Philadelphia Fed Manufacturing Index, overall net capital flows, and the 
government's monthly budget statement.

Have a great week.

mailto:info@lcpwealth.com
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