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LAST WEEK IN REVIEW

Last week stocks ended the week higher, rebounding from a sell-off on Monday. However, the advance 
was somewhat narrow, with much of the gains concentrated in technology and internet-related 
giants—the so-called FANG+ stocks. According to Russell benchmarks, growth shares handily 
outperformed value stocks for the fifth consecutive week, leaving them ahead for the year to date. 
Trading volumes were also exceptionally light, with the number of shares trading hands on Thursday at 
their second-lowest level of the year. Early Monday, the Russell 2000 Index was down 10% from its 
closing high on March 15, marking its first correction in more than one year.

Observers attributed the steep declines at the start of the week to growing fears about the spread of 
the delta variant of the coronavirus. Cases and hospitalizations rose in many parts of the country, 
particularly in states with low vaccination levels. Stocks tied to the reopening of the economy, such as 
cruise operators and airlines, fared particularly poorly. As oil prices suffered their biggest daily decline 
since April 2020 after OPEC and other major oil exporters struck a deal to increase output, energy 
stocks were also fragile. Traders I spoke with this weekend noted that other factors were also at work 
in last Monday's declines; however, discussing "peak" themes around growth, profits, and stimulus 
policies seemed to be an overhang on sentiment.

Prominent second-quarter corporate earnings reports also appeared to play a role in the rebound. 
Earnings from Verizon Communications, Coca-Cola, Johnson & Johnson, and United Airlines seemed to 
provide a general boost to sentiment.  Also, upside surprises from Twitter and Snap-on, Friday helped 
drive gains in communication services stocks. However, Netflix shares fell sharply on Tuesday after the 
company reported a larger-than-consensus decline in subscriber gains. It was the second-busiest week 
of earnings reporting season, with 81 of the S&P 500 Index companies scheduled to report results, 
according to Refinitiv.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 7/23/2021

Friday's Close Week 
Ending

7/23/2021

% Change YTD
Week Ending

7/23/2021

DJIA 35,061.55 373.70 14.56%

S&P 500 4,411.79 84.63 17.46%

Nasdaq 
Composite

14,836.99 409.75 15.12%

S&P 
MidCap 400

2,672.74 55.78 15.87%

Russell 
2000

2,209.65 46.41 11.89%

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 

Positive news on the housing sector also helped markets last week. US housing starts increased by 
more than forecast in June, suggesting residential construction is stabilizing despite lingering supply 
chain constraints and labor shortages. Existing home sales in June, reported Thursday, also rose for 
the first time in five months. Unfortunately, the week's labor market data were less encouraging, 
with weekly jobless claims hitting their highest level (419,000) in two months.

US YIELDS & BONDS

US Treasury yields followed a similar pattern to the equity benchmarks. Growing fears surrounding the 
delta variant spurred a steep decline in the benchmark 10-year Treasury note yield at the start of the 
week, which was exacerbated by technical trading factors that pushed long-term yields on Tuesday 
morning to their lowest levels since early February. (Bond prices and yields move in opposite directions.) 
However, yields quickly retraced earlier moves as worries over potential lockdowns in the US eased, and 
demand for new issuance of investment-grade corporate bonds and mortgage-backed securities appeared 
to pull some investors away from Treasuries.

The broad municipal bond market registered modest gains through most of the week but failed to keep 
pace with Treasuries. Traders reported that the front end of the municipal yield curve remained well bid, 
while demand for longer-dated bonds exhibited some softness. Buying activity was supported by 
reinvestments of seasonal coupon payments that amplified already strong cash flows into municipal bond 
portfolios.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth 0.00 bps to 0.04%
2-yr:    -0.02 bps to 0.20%
5-yr: -0.06 bps to 0.71% 
10-yr:  -0.01 bps to 1.28%
30-yr:   0.00 bps to 1.92%

SOURCE: FOR THE WEEK ENDING July 23, 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 – cont.

Investment-grade corporate bond spreads—the extra yield offered over Treasuries and an inverse measure 
of the sector's relative appeal—moved wider early in the week on light flows, as concerns regarding the 
delta variant and inflation weakened sentiment. However, spreads retraced throughout the week, aided by 
the rebound in equities and a steepening Treasury yield curve. New issuance was relatively limited, but the 
deals that reached the market were met with strong demand. Likewise, the high yield market experienced 
some weakness due to delta variant concerns, but sentiment improved as the market's focus shifted to 
corporate earnings reports later in the week.

Source: Hedgeye.com

INTERESTING NEWS OVERSEAS

Shares in Europe rose on optimism about the upcoming corporate earnings season and the European 
Central Bank's (ECB) reaffirmation of its dovish monetary policies. These tailwinds helped to reverse early 
weakness stemming from fears that the spread of the delta variant of the coronavirus could delay a global 
economic recovery. In local currency terms, the pan-European STOXX Europe 600 Index ended 1.49% 
higher. The main European stock indexes also gained, with France's CAC 40 Index up 1.68%, Italy's FTSE 
MIB Index advancing 1.34%, and Germany's Xetra DAX Index adding 0.83%. The UK's FTSE 100 Index ticked 
up 0.28%.
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INTERESTING NEWS OVERSEAS – cont.

Eurozone government bond yields fell last week as concerns about the spread of the coronavirus and the 
ECB reiterating its view that inflationary pressures should prove transitory contributed to demand for high-
quality government bonds. Peripheral eurozone bond yields largely tracked core markets. UK gilt yields 
fluctuated as surging coronavirus cases spurred flows into bonds midway through the week.

Japan's stock markets closed in negative territory on Wednesday, ahead of a long weekend that marked 
the start of the Tokyo Olympics. The Nikkei 225 Index was down 1.63%, and the broader TOPIX index fell 
1.44%. Concerns that the Olympic games would worsen the country's COVID-19 outbreak weighed on 
markets. In addition, news supporting Prime Minister Yoshihide Suga's cabinet slid to its lowest level since 
he took office in September of last year and dampened sentiment. The 10-year Japanese government 
bond yield fell to 0.016%, while the yen depreciated slightly to 110.45 against the US dollar.

Chinese stocks recorded a mixed week. According to Reuters, the Shanghai Composite Index rose 0.3% and 
outpaced the large-cap CSI 300 Index, which declined 0.1%.

The People's Bank of China kept loan rates unchanged for one- and five-year maturities. Analysts see the 
central bank maintaining stable credit flows to state-owned enterprises, companies, and consumers while 
monitoring pressures on leveraged borrowers, such as property developers. Bond yields moved lower as 
the yield on the 10-year sovereign bond shed 4 basis points to end the week at 2.93%. In currency 
markets, the renminbi edged up 0.2% to close at 6.47 against the US dollar. Most analysts believe China's 
stable current account surplus and net long-term capital inflows should support the country's currency in 
the near term.

Lastly, the most important news overseas is the Olympic medal count as of Sunday at 2 pm EST.

THE WEEK AHEAD

The Federal Reserve is seen holding the target range for the federal funds rate steady at 0-0.25 percent at
the end of a two-day meeting on Wednesday and will probably debate when and how to kick off a bond
taper despite the spike in COVID-19 cases. In June, the Fed left interest rates at record-low levels but
signaled two rate hikes by the end of 2023, surprising market expectations. Officials also launched the
discussion over when to start cutting monthly purchases of $120 billion of Treasuries and mortgage-
backed securities.

Pos. Country Gold Silver Bronze Total 
1 China 6 1 4 11 
2 Japan 5 1 -- 6 
3 United States 4 2 4 10 
4 Republic of Korea 2 0 3 5 
5 Russia 1 4 2 7 
6 Italy 1 1 3 5 
T-7 Australia 1 1 1 3 
T-7 France 1 1 1 3 
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On the economic data front, the advanced estimate of GDP could show the US economic growth
gathered pace during the second quarter of the year, boosted by an ongoing rapid recovery in services
activity due to the easing of COVID-19 containment measures. The world's largest economy is seen
growing by an annualized 8.2 percent during the April to June period, following a 6.4 percent expansion
seen in the previous three-month period. Other notable publications include personal income and
outlays; PCE price index; durable goods orders; second-quarter employment cost index; CB consumer
confidence; new and pending home sales; Dallas Fed Manufacturing Index; Case-Shiller home prices;
Chicago PMI; the advance estimates of goods trade balance and wholesale inventories; and the final
reading of Michigan consumer sentiment.

Traders also prepare for the busiest week of earnings season, with focus turning to reports from big firms
including Apple, Alphabet, Amazon, Microsoft, Facebook, Tesla, Procter & Gamble, Pfizer, Gilead
Sciences, Merck & Co, Takeda Pharmaceutical, CME Group, 3M, Caterpillar, Qualcomm, Spotify, PayPal,
Mastercard,

Have a great week.

Stephen Colavito, Jr.
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