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LAST WEEK IN REVIEW

Last Friday's rally moderated the losses, but the large-cap benchmarks and Nasdaq Composite index 
recorded their biggest weekly drops since February and rounded out the worst monthly declines since 
the onset of the pandemic, seemingly weighed down by inflation and interest rate fears. The S&P 
MidCap 400 and small-cap Russell 2000 indexes ended with only modest losses. Declines within the 
S&P 500 were broad-based, with only energy shares notching gains. Growth stocks fared worse than 
value shares, mirrored in the underperformance of the technology-heavy Nasdaq Composite Index.

Rising U.S. Treasury yields seemed to overhang sentiment throughout the week, with many investors 
appearing to view the Federal Reserve's policy statement the previous week in an increasingly hawkish 
light. Following the meeting, policymakers announced a slight increase in their short-term interest rate 
expectations and a plan to consider tapering their monthly asset purchases. In addition, traders noted 
that Fed officials were scheduled to speak on a total of 19 different occasions during the week, helping 
to keep the spotlight on monetary policy.

The fiscal policy environment also appeared unsettling. The possibility that the federal government 
would experience another partial shutdown was averted late last week when the Senate and the 
House of Representatives passed, and President Joe Biden signed a short-term spending bill. However, 
no progress was made in raising the federal debt limit, and Treasury Secretary Janet Yellen warned 
again that the limit needed to be suspended or raised by October 18 for the Treasury to meet its 
obligations. While most observers agree that an actual default on the country's debt is highly unlikely—
especially given that Democrats may turn to tools to do it unilaterally—substantial market volatility 
followed previous episodes of brinkmanship a decade ago.

Meanwhile, the outlook for the bipartisan, USD 1 trillion infrastructure bill also remained clouded. 
Democratic leaders abandoned plans for a vote on the bill last Thursday evening, following demands 
from progressives in the party to link its passage to a separate bill focusing on health care, education, 
climate measures, and other social policy priorities.
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U.S. – MARKETS & ECONOMY 

The week's inflation data were arguably not alarming. The Commerce Department's core (less food 
and energy) personal consumption expenditures (PCE) price index, the Fed's preferred inflation 
gauge, rising 3.6% over the 12 months ending in August, matching consensus. Continuing reports of 
supply restraints seemed to concern investors. Shares in Nike, Bed Bath & Beyond and Kohl's fell 
sharply, for example, after the companies reported stressed supply chains and higher labor costs 
ahead of the holiday shopping season. The recent surge in oil prices, which benefited energy stocks, 
also raised broader inflation worries.

Inflation concerns seemed to be growing among consumers, as well. The gauges of consumer 
attitudes released during the week offered mixed messages. The Conference Board's indicator fell 
to a seven-month low in September, while the University of Michigan's ticked higher. However, the 
lead Michigan researcher noted that "consumers have become much more concerned about rising 
inflation and slower wage growth and their negative impact on their living standards.“

Much of the rest of the week's data was upbeat. Growth in durable goods orders for August 
exceeded expectations, and pending home sales jumped unexpectedly. Following a decline in July, 
personal spending bounced back more than expected (0.8% versus 0.6%) in August as consumers 
ramped up purchases for services, while The Wall Street Journal reported that some high-frequency 
data on spending at restaurants suggested that fears over the delta variant may be waning. Stock 
futures rose Thursday evening, following news that Merck and partner Ridgeback Biotherapeutics 
were seeking emergency use authorization for their new antiviral treatment for COVID-19, which 
appears to cut hospitalizations in half in unvaccinated individuals—momentum that may have 
carried over into Friday's strong rally.



3

US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth: +0.01 bps to 0.03%
2-yr: -0.01 bps to 0.26%
5-yr: -0.02 bps to 0.93%
10-yr: +0.01 bps to 1.46%
30-yr: +0.04 bps to 2.03%

SOURCE: FOR THE WEEK ENDING October 1, 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

US YIELDS & BONDS

The benchmark 10-year US Treasury note yield spiked to a three-month high at midweek before falling 
back to end the week roughly where it started. (Bond prices and yields move in opposite directions.) As 
yields stabilized, municipal traders observed improved buying activity—especially in long-term maturities 
and higher-yielding segments, such as airports and toll roads.

Traders noted that investment-grade corporate bond spreads tightened initially as ongoing demand from 
Asia, the recent move higher in rates, manageable new issuance, and inflows to the asset class provided 
support. However, a slowdown in overnight demand, as well as weakness in equities and the broader 
macroeconomic backdrop, led to spreads wider as the week progressed. Despite the drop in sentiment, 
new issuance was met with strong demand.

According to traders, high yield issuers initially remained active despite the macro backdrop, but the 
volume of new deals subsided as the week progressed. In addition, negative headlines about energy 
prices, Chinese property developer Evergrande, and gridlock in Washington weighed on investor 
sentiment.

U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 10/1/2021

Weekly (+/-) Point 
Change

10/1/2021

% Change YTD
Week Ending

10/1/2021

DJIA 34,326.46 -471.54 12.15%

S&P 500 4,357.04 -98.44 16.00%

Nasdaq 
Composite

14,566.70 -481.00 13.02%

S&P MidCap 
400

2,683.65 -15.73 16.35%

Russell 2000 2,241.63 -6.44 13.51%

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.
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INTERESTING NEWS OVERSEAS 

Shares in Europe fell sharply amid fears that the economy might be sliding into a period of low growth and 
high inflation. In local currency terms, the pan-European STOXX Europe 600 Index ended the week 2.24% 
lower. Germany's Xetra DAX Index tumbled 2.42%, France's CAC 40 Index dropped 1.82%, Italy's FTSE MIB 
Index lost 1.36%, and the UK's FTSE 100 Index gave up 1.36%.

Core eurozone bond yields rose amid a sell-off in global developed market bonds and as hawkish Federal 
Reserve comments raised expectations of imminent US monetary policy tightening. German inflation also 
reached a 29-year high of 4.1%, contributing to the uptick in core bond yields. Peripheral and UK government 
bonds largely tracked core markets.

On a year-over-year basis, eurozone consumer prices jumped 3.4% in August—up from 3% a month earlier 
and the highest level since September 2008. A consensus estimate had called for a 3.3% increase in 
consumer prices. Higher energy costs were a big part of this upsurge. Core inflation, a metric that excludes 
volatile food and energy prices, accelerated to 1.9% from 1.6%. The price of durable goods rose on supply 
chain and production disruptions.

European Central Bank (ECB) President Christine Lagarde acknowledged in testimony to the European 
Parliament that inflation in the eurozone could exceed the central bank's forecasts (shocking that she was 
truthful), which have already been raised twice this year. "While inflation could prove weaker than foreseen 
if economic activity were to be affected by a renewed tightening of restrictions, there are some factors that 
could lead to stronger price pressures than are currently expected," she said. However, the ECB president 
stuck to the official forecast that an increase in inflation would be temporary (sure). Later, at the central 
bank's annual forum, Lagarde said it was important not to overreact to transitory supply shocks boosting 
inflation in the eurozone.

Japanese stocks followed the lead of US markets and declined during the week. The Nikkei 225 Index lost 
4.89%, with losses concentrated on Wednesday and Friday but remained positive for the year-to-date 
period. The broader TOPIX index also lost about 5% for the week. The Japanese yen weakened versus a 
strong US dollar through Thursday but recovered somewhat on Friday; the yen traded around 111.20 against 
the greenback at the end of the week. Meanwhile, the 10-year Japanese government bond yield climbed 
slightly midweek before ending nearly unchanged at 0.055%.

Former foreign minister Fumio Kishida won the Liberal Democratic Party's (LDP) presidential election by 
beating Taro Kono in the leadership runoff. The victory gives Kishida a nearly certain path to succeed 
Yoshihide Suga as Japan's prime minister as the LDP-led coalition has a majority in Parliament.

Kishida is seen as a consensus builder who could continue to push forward with the structural reform agenda 
introduced by Suga. In terms of fiscal policy, he has mentioned the need for additional support for the 
economy, although he has provided few details. Kishida's views on monetary policy appear to be in line with 
those of Bank of Japan (BoJ) officials as he has noted the importance of avoiding deflation and keeping the 
2% inflation target. Over the medium term, Kishida has also indicated a focus on narrowing the inequality 
gap in Japan through expanding welfare and helping low- and middle-income families.

Lastly, Chinese stocks ended a holiday-shortened week on a mixed note. The CSI 300 Index of large-cap 
stocks edged slightly higher, while the Shanghai Composite Index declined from the previous Friday's close. 
China's markets were closed last Friday for the weeklong National Day holiday starting on October 1. In the 
bond market, yields on Chinese government bonds were broadly unchanged from the prior week. China's 
currency, the renminbi (RMB), strengthened against the US dollar 0.3% to 6.447 per dollar.
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INTERESTING NEWS OVERSEAS – cont.

Positive news concerning indebted property developer China Evergrande Group supported investor 
sentiment. On Wednesday, Evergrande said that one of its units would sell roughly 20% of its stake in 
Shengjing Bank Co. to a state-owned enterprise for USD 1.5 billion to help reduce its debt load. Reuters 
reported that news of the asset sale came as Beijing is prodding government-owned companies and state-
backed property developers to buy some of Evergrande's assets.

Separately, the People's Bank of China (PBOC) pledged to ensure a "healthy property market" and to protect 
homebuyers' rights in a statement following the central bank's quarterly monetary policy committee 
meeting. However, the PBOC has injd stresses in the short term. Some analysts also think that a cut in 
China's reserve requirement ratio appears more likely if the economy continues to slow toward year-end.

Despite the magnitude of Evergrande's debt problems, I do not think that a default by the company will 
cause systemic risk in China's credit markets. A more likely outcome is that there could be a well-managed 
deflation of the company's debt balloon. Though Evergrande ranks among China's major developers, it 
accounts for a small amount of total revenue in a fragmented industry, and any impact to the country's 
banking system will be manageable. Ultimately, Beijing will likely focus on managing the social fallout of 
Evergrande's unfinished housing units, followed by property supply chain suppliers owed money by the 
company.

THE WEEK AHEAD

The US jobs report could show a payroll increase of 500 thousand in September, after August's smaller-
than-expected rise of 235 thousand raised concerns about the pace of labor market recovery amid rising 
COVID-19 cases. Meanwhile, the ISM Non-Manufacturing PMI survey should point to another month of 
solid growth in the service sector during September, while investors will be paying particular attention to 
any sign of growing inflationary pressure. Other notable publications are factory orders, ADP employment 
change; foreign trade; IBD/TIPP Economic Optimism; and the final readings of wholesale inventories and 
Markit Services PMI.

Have a great week.

Stephen Colavito, Jr.
Managing Director
Chief Investment Officer – Private Wealth
Chief Market Strategist

Lakeview Capital Partners, LLC
1201 Peachtree Street NE
Suite 1950
Atlanta, GA 30361
(404) 418-7776 (office)
(404) 313-1388 (mobile)
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Past performance is not indicative of future results. Lakeview is an independent investment adviser registered under the 
Investment Advisers Act of 1940, as amended. Registration does not imply a certain level of skill or training. Securities are 
offered through SA Stone Wealth Management, Inc, member FINRA and SIPC. Advisory services are provided through 
Lakeview Capital Partners, LLC ("LCP"). LCP is not affiliated with SA Stone Wealth Management. More information about the 
firm can be found in its Form ADV Part 2, which is available upon request by calling 404-841-2224 or by e-mailing 
info@lcpwealth.com

The information contained in this e-mail message is intended only for the personal and confidential use of the recipient(s) 
named above. If the reader of this message is not the intended recipient or an agent responsible for delivering it to the 
intended recipient, you are hereby notified that you have incorrectly received this document and that any review, 
dissemination, distribution, or copying of this message is strictly prohibited. If you have received this communication 
incorrectly, please notify us immediately by e-mail and delete the original message. This message is provided for informational 
purposes and should not be construed as a solicitation or offer to buy or sell securities or any other financial instrument. Past 
performance is not a guarantee of future results.
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