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LAST WEEK IN REVIEW

Last week stocks recorded gains for the week, helping the large-cap benchmarks and the technology-
heavy Nasdaq Composite Index to new highs (again). Following Friday’s strong monthly payrolls report, 
a sharp rise in longer-term interest rates augured well for banks’ lending margins. It boosted financial 
shares, and the utility sector also outperformed. However, energy shares lagged within the S&P 500 
Index.

The week started on a down note, which traders attributed to ongoing concerns about “peaking” 
economic growth and profits, along with worries about the delta variant of the coronavirus. Airlines, 
payment processors, big retailers, cosmetic firms, entertainment companies, and makers of industrial 
metals—all segments tied to the reopening of the global economy—highlighted some of the areas of 
weakness. In addition, worries over new regulatory measures in China also seemed to weigh on 
sentiment.

However, some positive earnings surprises appeared to help the market regain its footing over the next 
few days. Analysts polled by FactSet are currently expecting second-quarter earnings for the S&P 500 
to have increased by over 85% versus last year.

Source: Business Life
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday’s Close 
Week Ending 8/6/2021

Weekly (+/-) 
Point Change

8/6/2021

% Change YTD
Week Ending

8/6/2021

DJIA 35,208.51 273.04 15.04%

S&P 500 4,436.52 41.26 18.12%

Nasdaq 
Composite

14,835.76 163.08 15.11%

S&P MidCap
400

2,717.36 13.70 17.81%

Russell 2000 2,247.76 21.51 13.82%

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 Labor Department’s closely watched monthly payrolls report seemed to provide stocks another 
leg up on Friday—although what it suggested for interest weighed on the growth-focused Nasdaq 
Composite Index. Employers added 943,000 jobs in June, well above consensus estimates and the 
best showing since strict lockdowns were eased in the summer of 2020. Other details in the report 
were also encouraging: with the labor participation rate and average weekly hours ticked up; 
average hourly earnings rose more than forecast (4.0% versus 3.8%); and the unemployment rate 
fell much more than expected to 5.4%, a new pandemic-era low. Investors’ reaction may have been 
particularly enthusiastic given the disappointment Wednesday over the payroll processing firm 
ADP’s tally of private-sector job gains, which came in considerably below expectations.

The Institute for Supply Management’s (ISM’s) index of July factory activity missed expectations. 
Still, it showed healthy growth (59.5, with levels over 50 indicating expansion), while the increase in 
June factory orders surprised on the upside (1.5% versus around 1.0%) off an upwardly revised base 
in May. The week’s biggest surprise may have been the ISM’s service sector index, which jumped to 
64.1, well above expectations of 60.5. 

US YIELDS & BONDS

Intermediate- and long-term Treasury yields jumped Friday morning following news of stronger-than-
expected employment growth in July. (Bond prices and yields move in opposite directions.) According to 
traders, hawkish comments from Federal Reserve Vice Chair Richard Clarida and Federal Reserve Governor 
Christopher Waller added upward pressure on rates earlier in the week. Municipal bond traders observed 
light trading in the secondary market but solid demand for primary market offerings. In credit-specific 
news, S&P Global Ratings revised its outlook on New Jersey general obligation bonds to positive from 
stable, based partly on the state’s appropriation of some surplus revenues for additional pension 
contributions.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth 0.00 bps to 0.04%
2-yr:    +0.03 bps to 0.21%
5-yr: +0.08 bps to 0.77% 
10-yr:  +0.07 bps to 1.30%
30-yr:  +0.06 bps to 1.95%

SOURCE: FOR THE WEEK ENDING August 6, 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.

Traders I spoke with also noted some weakness in investment-grade corporate bonds early in the week. 
Overnight activity from Asia and secondary trading volumes were relatively muted, but the primary market 
was active, and the level of new issuance surpassed weekly expectations. High yield investors mainly 
appeared focused on the firm tone of corporate earnings reports, which seemed to mostly outweigh 
concerns about the coronavirus and regulatory developments in China.

INTERESTING NEWS OVERSEAS

Shares in Europe rose on solid growth in corporate earnings and optimism about an economic recovery. In 
local-currency terms, the pan-European STOXX Europe 600 Index ended 1.78% higher. Major stock indexes 
also gained ground: France’s CAC 40 Index advanced 3.09%, Italy’s FTSE MIB Index climbed 2.51%; and 
Germany’s Xetra DAX Index added 1.45%. The UK’s FTSE 100 Index gained 1.29%.

Core eurozone bond yields trended lower as coronavirus cases increased doubts about the broader 
economic recovery. Peripheral eurozone bond yields largely tracked core markets. UK gilt yields also fell, 
broadly following core markets. However, this yield pullback moderated later in the week due to hawkish 
messaging from the Bank of England (BoE).

Germans should be required to wear masks on public transport and in shops to curb infection by the 
coronavirus at least until next spring, the health ministry advised in a report sent to the regions and the 
parliament. It said that control measures would need to reduce infections among the unvaccinated and 
prevent the health system from becoming overwhelmed. However, in a reversal of policy, the UK said it is 
planning to vaccinate 16- and 17-year-olds to curb the progress of the delta variant. The good news for 
American’s is that European governments are guessing too!

Japan’s stock markets made gains over the week, with the Nikkei 225 rising 1.97% and the broader TOPIX 
Index up 1.49%, buoyed by upbeat earnings reports. However, gains were dented by a worsening in the 
country’s coronavirus situation, as daily cases in Tokyo topped 5,000 for the first time, with an advisory 
panel of experts warning that the situation could deteriorate further. Nationwide cases also reached a 
record high. These developments prompted the government to expand its quasi-state of emergency to 
eight more prefectures, where the highly contagious delta variant is spreading rapidly. Against this 
backdrop, the yen was broadly unchanged, finishing the week at JPY109.7 against the US dollar, while the 
yield on the 10-year Japanese government bond fell slightly to 0.01%
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INTERESTING NEWS OVERSEAS – cont.

In an update to its World Economic Outlook forecasts, the International Monetary Fund (IMF) downgraded 
Japan’s 2021 growth prospects, reflecting tighter coronavirus restrictions in the first half of the year as 
cases picked up. Japan was the only G7 industrialized nation to face a downgrade. The intergovernmental 
organization now projects that the country’s economy could grow by 2.8% year-on-year in 2021, down 
from the 3.3% growth it projected in April. However, the IMF anticipates Japan’s growth could rebound 
over the second half of the year, as vaccinations continue and the economy fully reopens. It upgraded 
2022 growth to 3.0% year-on-year, from 2.5%.

The IMF’s chief economist said that there would be no significant economic impact from holding the Tokyo 
Olympics without spectators, given that most of the infrastructure spending—an essential boost to the 
economy—was done in the past.

Lastly, Chinese stocks rose as the previous week’s steep declines attracted some buyers. The Shanghai 
Composite Index added 1.8% for the week, and the large-cap CSI 300 Index ended up 2.3%. Domestic 
investors appeared to avoid market sectors that have recently drawn criticism from the government in 
favor of areas with strong official support. In addition, negative comments regarding online gaming from 
state media hurt investor sentiment and raised fears of tighter regulation for the industry. Investors also 
took profits in many property management companies following positive profit alerts and share buyback 
announcements.

In China’s bond markets, yields stabilized after falling the previous week. The yield on the 10-year 
government bond declined two basis points to end the week at 2.83%. Foreign investors increased their 
holdings of Chinese government and policy bank bonds in July, though the pace of inflows has slowed 
since January. A relatively dovish quarterly policy meeting of the 25-member Politburo, China’s top 
decision-making body, on July 30 reinforced expectations that the central bank would keep liquidity 
reasonably ample.

Overseas investors bought USD 7.7 billion of central government bonds last month, taking their ownership 
share to 10.6%, according to China Central Depository Clearing (CCDC). The renminbi currency was stable 
against the US dollar and ended at 6.468 against the dollar in Shanghai on Friday afternoon.

THE WEEK AHEAD

It is a relatively busy week ahead in the US on the economic data front. The consumer price report for July 
could show the consumer price inflation rate stood at 5.3 percent (but don’t worry, it’s “transient”), little 
changed from the previous month’s 13-year high of 5.4 percent and well above the Federal Reserve’s 
target of about 2 percent. At the same time, the preliminary estimate of Michigan consumer sentiment for 
August could show a slight improvement in morale after an unexpected decline in July sent the indicator to 
a five-month low. Other publications to watch for are producer and foreign trade prices, JOLTs job 
openings, second-quarter labor productivity, and the government’s monthly budget statement.

Have a great week.
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