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LAST WEEK IN REVIEW

Last week most of the major benchmarks recorded gains, with the S&P 500 Index recovering a portion 
of the previous week's losses. Energy stocks led the gains as natural gas prices reached record highs in 
Europe. Major oil exporters decided not to increase production more than their modest previously 
agreed-upon amount, sending crude oil prices to a seven-year high on Monday. The small real estate 
sector lagged with modest losses. Investors prepared for the unofficial kick-off of third-quarter 
earnings reporting season, set to begin with some major bank announcements the following week.

The week started on a down note, which traders attributed to several factors.  The debt ceiling worries 
mounted as President Joe Biden said he could not guarantee that the US would not default; Facebook 
and a host of related Web services went offline, and oil prices increased.  These factors were 
accompanied by comments from St. Louis Federal Reserve President Jim Bullard that he was 
"concerned that inflation risks are to the upside." Debt problems at another Chinese property 
developer also dampened sentiment, as did rising tensions between China and Taiwan and the US 
attempts to force China to meet specific commitments under the Phase One trade deal. However, 
tensions with China appeared to recede somewhat later in the week.

Worries over the debt ceiling were also alleviated late in the week, at least temporarily. Stocks rallied 
on Thursday, following reports that Senate Republicans had agreed to take up a bill to raise the 
Treasury's borrowing limit by USD 480 billion, which would allow the federal government to keep 
paying its bills through at least early December. Treasury Secretary Janet Yellen had warned that the 
government might not be able to meet its obligations around October 18 if action was not taken.
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U.S. – MARKETS & ECONOMY 

Last week brought the highly anticipated monthly payrolls report, which seemed to receive mixed 
market reactions when it was released Friday morning. The Labor Department reported that 
nonfarm payrolls grew by 194,000 in September, well below consensus expectations of around 
500,000. The workforce participation rate also ticked lower, which some viewed as especially 
surprising given the expiration of extended unemployment benefits during the month. However, 
previous months' gains were revised higher, and the scarcity of job seekers was reflected in another 
month of solid wage gains. Average hourly earnings rose 0.6%—more than forecast—and average 
weekly hours worked hit their highest level (34.8) since May. Weekly jobless claims, reported 
Thursday, also fell more than expected.

LAST WEEK IN REVIEW – cont.

U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 10/8/2021

Weekly (+/-) Point 
Change

10/8/2021

% Change YTD
Week Ending

10/8/2021

DJIA 34,746.25 419.79 13.53%

S&P 500 4,391.34 34.30 16.91%

Nasdaq 
Composite

14,579.54 12.84 13.12%

S&P MidCap 
400

2,690.23 6.53 16.63%

Russell 2000 2,233.09 -8.54 13.08%
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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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth: +0.02 bps to 0.05%
2-yr:    +0.06 bps to 0.32% 
5-yr:    +0.13 bps to 1.06% 
10-yr:  +0.15 bps to 1.61%
30-yr:  +0.13 bps to 2.16%

SOURCE: FOR THE WEEK ENDING October 8, 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

Last week the jobs report did appear to foster a rise in longer-term bond yields later Friday morning, 
building on an increase earlier in the week. The benchmark 10-year US Treasury note yield briefly neared 
1.62%, its highest level since early June. However, traders noted that debt limit headlines continued to 
cause distortions in the Treasury bill market. One-month bills rallied after a temporary deal was reached, 
but rates on bills maturing around mid-December—when the government is now expected to run out of 
cash.

The broad municipal bond market declined amid less favorable technical conditions but fared better than 
US Treasuries through most of the week. Municipal traders observed weaker demand for longer maturities 
among a high volume of primary market deals, while shorter-term new issues were generally well-received 
by investors. Inflows into municipal bond funds industrywide—a key driver of the market's performance 
over the past year—slowed meaningfully, with high yield muni portfolios experiencing outflows in the 
latest week measured.

Traders observed a cautious tone in the investment-grade corporate bond market. Volatility in equity 
markets and the increase in US Treasury yields prompted credit spreads—the extra yield offered over 
Treasuries and an inverse measure of the sector's relative appeal—to widen early in the week. However, 
sentiment improved on Thursday, and investment-grade corporate bond spreads tightened, with more 
volatile auto and energy bonds outperforming. Primary issuance exceeded weekly expectations, and the 
deals were met with adequate demand.

The high yield corporate bond market was weaker as growth and inflation concerns weighed on the 
performance of risk assets. DC gridlock also seemed to be a primary concern for investors amid continued 
uncertainty around the Biden administration's spending agenda. Traders noted that sellers remained active 
in the high yield space despite the temporary bipartisan resolution to the debt ceiling issue, which 
improved broader markets.

INTERESTING NEWS OVERSEAS 

Last week shares in Europe ended higher despite significant volatility. In local currency terms, the pan-
European STOXX Europe 600 Index advanced 0.97%, with the financials sector faring well, likely on 
expectations that potentially higher interest rates and a steepening yield curve would help to boost 
banks' net interest margins. Germany’s Xetra DAX Index added 0.33%, France’s CAC 40 Index gained 
0.65%, and Italy’s FTSE MIB Index climbed 1.70%. The UK's FTSE 100 Index advanced by 0.97%.
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INTERESTING NEWS OVERSEAS – cont.

Core eurozone bond yields rose on inflation concerns stemming from the surge in natural gas prices. In 
sympathy with US Treasury yields, they rose further after the US Senate voted to raise the US debt ceiling 
temporarily to prevent a government default. Peripheral eurozone bond yields and UK gilt yields tracked core 
markets. Gilt yields rose further after the Bank of England's new Chief Economist Huw Pill raised concerns 
about high inflation potentially being more persistent than previously expected.

Wholesale natural gas prices surged to record levels in Europe amid global fuel shortages, threatening to 
increase costs significantly for households and to curb industrial production. Stronger global demand as 
economies reopened after the pandemic, lower Russian supplies to Europe, greater competition from Asia 
and Brazil for liquefied natural gas cargos, and depleted reserves after a cold winter and spring were among 
the many reasons cited for the shortage. However, prices declined somewhat after Russian President 
Vladimir Putin hinted that Gazprom, Russia's state-backed gas company, might increase supplies of the 
thermal fuel to Europe. 

Against the broader backdrop of worries about global inflation, oil prices, and the Chinese property market, 
Japan's stock markets lost ground for the third week in a row, with the Nikkei 225 Index falling 2.51% and the 
broader TOPIX Index down 1.23%. Share price declines were also due to investors' concerns about the 
prospective policies of newly inaugurated Prime Minister Fumio Kishida; these stemmed primarily from 
Kishida indicating that he might support a capital gains tax increase, which could be perceived as a step back 
from efforts to make Japan more shareholder-friendly.

Tracking US Treasury yields, the yield on the 10-year Japanese government bond rose to 0.08%—a multi-
month high—from 0.05% at the end of the previous week. As a result, the yen weakened to around JPY 
111.88 against the US dollar (from around JPY 111.08 the prior week), also pressured by the spike in Treasury 
yields.

Lastly, Chinese markets rose Friday following the week-long Golden Week holiday as the CSI 300 Index 
advanced 1.31% and the Shanghai Composite Index added 0.67%, according to Reuters. Investors looked 
past the government's regulatory crackdown, property sector turmoil, and a nationwide power crunch and 
focused on positive economic data. Data released Friday showed the Caixin/Markit services Purchasing 
Managers' Index rose to 53.4 from 46.7 in August, rebounding from the lowest level seen since the height of 
the 2020 pandemic. The 50-point mark separates growth from contraction monthly. During Golden Week, 
tourism revenues in China fell 5% from the prior-year period, state media reported, which analysts said 
pointed to a weak outlook for October retail sales.

THE WEEK AHEAD

Investors across the globe will be waiting for the FOMC minutes due Wednesday to see how much 
"progress" the Fed sees in the US economy and labor market, as well as further hints on tapering 
timing. At its September meeting, the Federal Reserve said that if progress towards employment and 
inflation goals continues as expected, a moderation in the pace of asset purchases might soon be 
warranted, and interest rate hikes might follow more quickly than expected.

Meanwhile, the third-quarter earnings season will kick-off, with big banks including JPMorgan Chase, 
Goldman Sachs, Bank of America, Wells Fargo, Citigroup, and Morgan Stanley reporting.
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THE WEEK AHEAD – cont.

It is also a relatively busy week ahead in the US on the economic data front. The consumer price report 
for September could show the headline inflation rate bouncing back to 5.4 percent, the same as a 13-
year high seen in July, while retail sales are seen declining slightly. Meanwhile, the preliminary estimate of 
Michigan consumer sentiment for October is likely to show a slight improvement in morale, recovering 
further from August's decade-low. Other publications to watch for include producer and foreign trade 
prices, business inventories, JOLTs job openings, NY Empire State Manufacturing Index, and the 
government's monthly budget statement.

Have a great week.
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