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LAST WEEK IN REVIEW

Last week, the indexes overcame an early sell-off to end the week flat to modestly higher. On Monday, 
the S&P 500 Index recorded its largest daily drop since May 12th and briefly dipped below its 100-day 
moving average, a closely watched technical level. Longer-term bond yields rose sharply over the week, 
helping financial shares by holding the promise of improving banks’ lending margins. Energy stocks also 
outperformed within the S&P 500, while utility shares lagged. 

The decidedly downbeat start to the week appeared to be due to several factors. Primary among them, 
seemingly, were fears that a possible default by China’s second-largest property developer—and the 
world’s most heavily indebted one—might set off a global financial “contagion” similar to what 
followed the collapse of Lehman Brothers in September 2008. Stocks regained a large portion of their 
losses on Wednesday, however, which T. Rowe Price traders attributed to news of a restructuring plan 
for Evergrande, along with a capital injection into the Chinese banking system 

The other closely watched event of the week was the Federal Reserve’s two-day policy meeting that 
concluded last Wednesday. As was widely expected, policymakers announced that they would soon 
consider tapering the central bank’s purchases of Treasuries and mortgage-backed securities, a move 
that would reduce some downward pressure on longer-term interest rates. However, in his post-
meeting conference, Fed Chair Jerome Powell reiterated that he would be looking for continued 
improvement in the labor market before acting, although he did not need to see a “knockout” report 
for September.

The Fed also released its quarterly survey of individual policymakers’ forecasts of future official short-
term interest rates. The survey showed a slight increase in their median rate expectations, which some 
investors interpreted as a modestly hawkish signal. According to the Federal Open Market Committee’s 
(FOMC’s) updated Summary of Economic Projections, officials’ projections for the timing of an interest 
rate liftoff are now evenly split between 2022 and 2023. Additionally, most officials now anticipate at 
least three quarter-point rate hikes by the end of 2023.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 9/24/2021

Weekly (+/-) Point 
Change

9/24/2021

% Change YTD
Week Ending

9/24/2021

DJIA 34,798.00 213.12 13.69%

S&P 500 4,455.48 22.49 18.62%

Nasdaq 
Composite

15.047.70 3.75 16.75%

S&P MidCap
400

2,699.38 21.35 17.03%

Russell 2000 2,248.07 11.21 13.83%

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 

The week’s jobs data appeared to defy hopes for a resurgence in the labor market, with first-time 
jobless claims rising to 351,000, well above consensus forecasts and the highest number in a 
month. In September, IHS Markit’s survey of both manufacturing and services sector activity also 
came in modestly below expectations but still indicated healthy expansion, especially in the former. 
Conversely, housing data mostly came in on the upside, with both housing starts and permits easily 
surpassing expectations. In August, new home sales also hit their highest level (740,000) in four 
months, although they remained well below their peak a year earlier (977,000).

US YIELDS & BONDS

The coming wind-down of the central bank’s monthly asset purchases and mildly hawkish revisions to its 
interest rate forecasts helped push the yield on the benchmark 10-year US Treasury note significantly 
higher later in the week. (Bond prices and yields move in opposite directions.) On Friday, the 10-year yield 
hit an intraday peak of around 1.47%, its highest level since the start of July. Fixed-income traders, I spoke 
to pointed to several other factors behind the rise as well, however, including the rebound in US equities, 
concerns surrounding inflation risks in the eurozone, and profit-taking from investors who had bet on a 
flattening of the yield curve or a narrowing of the difference between short-term and long-term rates.

The broad municipal bond market registered modestly negative returns through most of the week but 
fared better than US government debt. Amid upward pressure in Treasury rates, benchmark yields on AAA-
rated municipals increased for the first time in several weeks, albeit modestly. However, traders reported 
that higher-yielding offerings in the primary market garnered solid demand.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth -0.01 bps to 0.02%
2-yr:   +0.05 bps to 0.27% 
5-yr:   +0.09 bps to 0.95% 
10-yr: +0.09 bps to 1.45%
30-yr: +0.09 bps to 1.99%

SOURCE: FOR THE WEEK ENDING September 24th,, 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 advanced as optimism about a continuing economic expansion offset concerns about a 
gradual withdrawal of central bank support. However, lingering worries about Chinese property developer 
Evergrande curbed gains. In local currency terms, the pan-European STOXX Europe 600 Index ended 0.31% 
higher. Major indexes also rose. Germany’s Xetra DAX Index added 0.27%, France’s CAC 40 Index rose 1.04%, 
and Italy’s FTSE MIB Index gained 1.01%. The UK’s FTSE 100 Index climbed 1.26%.

The Bank of England (BoE) kept its key rate unchanged at 0.10%, although two policymakers voted for an 
early end to the quantitative easing program. The accompanying statement also indicated that some 
developments, including upside risks to the inflation outlook, had strengthened the case for tightening. In a 
letter to the Chancellor of the Exchequer explaining why inflation was above the 2% target, Governor 
Andrew Bailey said that the BoE now expects “inflation could remain above 4% into the second quarter of 
2022.” 

In September, growth in eurozone economic activity slowed noticeably from July’s 15-year high, while input 
prices jumped to a 21-year high. As a result, the early headline number for IHS Markit’s composite 
Purchasing Managers’ Index (PMI) came in at 56.1—down from the final readings of 59.0 in August and 60.2 
in July. (PMI readings more significant than 50 indicate an expansion in economic activity levels.) Moreover, 
the pace of growth slowed further in both the manufacturing and services sectors. IHS Markit attributed the 
deceleration to demand peaking in the second quarter, supply chain bottlenecks, and concerns about the 
spread of the coronavirus. All these factors appeared to erode business expectations.

Japanese stocks posted losses in a volatile, holiday-shortened trading week. Japan’s stock markets were 
closed on Monday for Respect for the Aged Day and on Thursday for Autumnal Equinox Day. As a result, the 
Nikkei 225 Stock Average closed at 30,248.81, modestly lower for the week, just off its 31-year high recorded 
earlier in the month. The yen traded near JPY 110 versus the US dollar, while the 10-year Japanese 
government bond yield finished the week at 0.055%.

US YIELDS & BONDS – cont.

According to traders, investment-grade corporate bond spreads—the additional yield offered over 
Treasuries and an inverse measure of the sector’s relative appeal—opened the week wider amid subdued 
overnight demand from Asia. Later in the week, however, investment-grade corporates experienced strong 
demand as the Treasury sell-off intensified, and spreads tightened on above-average trading volumes. 
Meanwhile, high yield bonds traded lower as the week began amid concerns about China volatility, the 
possibility of Fed tapering, global growth expectations, and headwinds for President Joe Biden’s spending 
agenda. However, traders reported that sentiment improved, and new issuance picked up as broader risk 
markets followed Fed commentary from the FOMC meeting.



4

INTERESTING NEWS OVERSEAS – cont.

Lastly, the latest Kyodo News poll shows that Vaccination Minister Taro Kono is viewed by the ruling Liberal 
Democratic Party (LDP) members as the favored candidate to replace outgoing Prime Minister Yoshihide 
Suga as the party leader in the September 29th presidential election. The winner of the LDP election could 
become prime minister as the party holds a majority in both chambers of parliament. Campaigning for the 
LDP presidential election began on Friday, September 17th.

If Kono, who has a substantial lead, can secure better than 50% support from the LDP diet (382 members) 
and the rank-and-file members (also 382 votes), then no runoff election would be necessary. Kono is known 
for his reform-minded views. He has been outspoken in escalating Japan’s coronavirus vaccination efforts 
and has advocated for drastic changes to Japan’s pension system, which have been well received. In addition, 
his policies suggest that he’d be supportive of additional stimulus measures and the central bank’s current 
policy stance.

THE WEEK AHEAD

It will be a busy week in the US. The ISM Manufacturing PMI should point to a slower but still substantial 
rise in factory activity on the data front. Investors should pay special attention to any sign of growing 
inflationary pressure, supply constraints, and weakness in the labor market. In addition, the final estimate 
of second-quarter GDP is set to confirm the economic recovery gathered pace during the April-June 
period, helped by increases in household consumption, fixed investment, exports, and state and local 
government spending. Other notable publications include personal income and outlays; PCE price index; 
durable goods orders; construction spending; CB consumer confidence; pending home sales; Chicago PMI; 
Case-Shiller home prices; Dallas Fed Manufacturing Index; the advance estimates of goods trade balance 
and wholesale inventories; and the final readings of Michigan consumer sentiment and Markit 
Manufacturing PMI.

Meanwhile, Fed Chair Powell will testify on the Coronavirus and CARES Act before the Senate, and 
lawmakers in Washington will try to pass a funding plan to avoid a government shutdown on October 1st. 
The House already passed a bill to keep the government funded until early December and suspending its 
borrowing limit through 2022, but the bill faces an intense battle as it heads to the Senate.

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 1850
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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