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LAST WEEK IN REVIEW

Most of the major indexes recorded gains and reached new highs last week. With busy third-quarter 
earnings reporting season, several technologies and internet-related giants announcing results, helping 
to keep trading volumes elevated. Consumer discretionary shares fared best within the S&P 500 Index, 
boosted by a jump in Tesla shares—bringing the firm's market capitalization above USD 1 trillion—
following news that rental firm Hertz Global agreed to buy 100,000 of its electric vehicles. Energy 
shares underperformed as oil prices fell back from multi-year highs. Supply chain problems appeared 
to remain at the forefront, with both Amazon.com and Apple (capitalized at roughly USD 1.7 trillion 
and USD 2.5 trillion, respectively) falling back and dragging the indexes lower on Friday morning after 
reporting lower growth forecasts because of labor and input shortages.

Despite the spotlight on earnings, investors also appeared to react to political and economic factors. 
Traders I spoke with attributed strength early in the week to progress on the Biden administration's 
social infrastructure plan in conjunction with solid earnings reports. The White House said that 
President made progress on the spending bill following a Sunday meeting with West Virginia Senator 
Joe Manchin—a key swing vote—who reportedly was open to a USD 1.75 trillion package. House 
Speaker Nancy Pelosi also said that Democrats are "pretty much there now." Stocks retreated on 
Wednesday, however, and Manchin expressed new reservations over tax increases and other 
provisions in the plan related to climate policy and paid parental leave. President Biden revealed the 
"framework" of a USD 1.75 trillion deal on Thursday, but whether Manchin and other reluctant 
Democrats would support it remained unclear by the end of the trading week. Easy come easy go.
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U.S. – MARKETS & ECONOMY 

U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 10/29/2021

Weekly (+/-) Point 
Change

10/29/2021

% Change YTD
Week Ending

10/29/2021

DJIA 35,819.56 142.54 17.03%

S&P 500 4,605.38 60.48 22.61%

Nasdaq 
Composite

15,498.39 408.19 20.25%

S&P MidCap 
400

2,794.11 -2.73 21.13%

Russell 2000 2,297.19 5.92 16.32%

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.

Stocks regained their footing on Thursday, despite some mixed economic data. The Commerce 
Department revealed its advance estimate that the economy expanded at an annualized rate of 
2.0% in the third quarter, a sharp slowdown from the previous quarter's 6.7% pace and below 
consensus estimates of roughly 2.7%. A decline in auto sales and a slowdown in spending on 
food services and accommodations—seemingly due to the delta variant of the coronavirus—
were primarily to blame. Pending home sales also fell unexpectedly. On the bright side, weekly 
jobless claims fell modestly more than consensus to a new pandemic-era low of 281,000.

Investors may have been reassured that the flipside of slowing growth appeared to be 
moderating inflation pressures. The Fed's preferred inflation gauge, the core (excluding food and 
energy) personal consumption expenditures index, rose 3.6% over the annual period, slightly 
below consensus and unchanged from the prior month's pace. Surveys showed an increase in 
short-term consumer inflation expectations, however.

US YIELDS & BONDS

The evidence of slowing growth helped drive a retreat in intermediate- and long-term US Treasury yields. 
(Bond prices and yields move in opposite directions.) Traders noted that hawkish signals from some 
foreign governments and central banks also helped drive long-term yields lower and contributed to 
flattening moves along the yield curve by pulling short-term rates higher. The broad tax-exempt bond muni 
market produced modestly positive returns, with municipal bond traders observing solid demand for new 
issues. In issuer-specific news, Puerto Rico's Financial Oversight and Management Board approved a law 
passed earlier in the week by the commonwealth's legislature, which authorizes the government to issue 
new bonds and allows its bankruptcy process to move forward.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth: +0.01 bps to 0.05%
2-yr:    +0.11 bps to 0.50% 
5-yr:    -0.03 bps to 1.18% 
10-yr:  -0.02 bps to 1.55%
30-yr:  -0.11 bps to 1.93%

SOURCE: FOR THE WEEK ENDING October 29, 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 

The pan-European STOXX Europe 600 Index gained 0.77% in local currency terms, supported by solid 
corporate earnings that may have helped offset concerns about inflation and the potential for central 
banks to rein in some of their accommodative policies. Germany's Xetra DAX Index advanced 0.94%, 
France's CAC 40 Index added 1.44%, and Italy's FTSE MIB Index rallied 1.14%. The UK's FTSE 100 Index 
tacked on 0.46%.

Germany's 10-year bund yield grinded lower early on, initially in sympathy with US Treasury yields, before 
falling further midweek amid growth worries and concerns that central banks could commit a policy error 
by tightening too early. But core eurozone yields rebounded after European Central Bank (ECB) President 
Christine Lagarde did little to push back against markets pricing two rate hikes next year, contrary to 
expectations. As a result, peripheral eurozone bond yields largely tracked core markets. UK gilt yields fell 
as the Debt Management Office reduced the amount of gilt issuance for the rest of the fiscal year by a 
much larger-than-expected amount.

The ECB maintained its existing policies and indicated that it would continue buying assets under the 
auspices of its Pandemic Emergency Purchase Programme (PEPP) at the somewhat moderated rate 
announced in September. ECB President Lagarde acknowledged that inflation could "take longer to 
decline than initially expected" but reiterated the view that the rate of consumer price increases should 
slow to less than 2% by 2023. Lagarde also said that she expected the ECB's PEPP activities to end in 
March 2022, although she indicated that the central bank likely would decide in December whether to 
expand a different asset purchase program to ease the transition.

US YIELDS & BONDS – cont. 

Traders also noted that investment-grade corporate bond credit spreads—the additional yield offered over 
Treasuries and an inverse measure of the sector's relative appeal—tightened through midweek as several 
issuers posted generally encouraging corporate earnings. Spreads drifted wider later in the week alongside 
weakness in more volatile industrial names, but an uptick in month-end buying activity limited the move. 
The primary calendar remained active as some US and global banks came to market, and issuance was in 
line with weekly estimates.

According to traders, sentiment in the high yield space and broader risk markets was mixed, as upbeat 
earnings results mostly offset inflation concerns. At the same time, investors closely monitored progress 
toward the federal infrastructure spending deal. In addition, Hertz Global's deal for 100,000 Tesla Model 3 
sedans dominated news within the sector.



4

Ahead of the October 31 general election, Japan's stock market returns were mixed for the week: The Nikkei 
225 rose 0.30% while the broader TOPIX index fell 0.05%. The ruling Liberal Democratic Party, under newly 
chosen leader Fumio Kishida, is widely expected to stay in power due to the election but lose seats in the 
powerful lower house of parliament. The domestic earnings season had some positive effects on market 
sentiment.

As the Bank of Japan (BoJ) maintained its dovish stance, the 10-year Japanese government bond yield dipped 
initially but finished the week broadly unchanged at about 0.1%. The yen also finished at similar levels to the 
prior week, at around JPY 113.5 against the US dollar. The yen's recent weakness stems partly from 
anticipated policy divergence, with the BoJ expected to remain in easing mode for longer. At the same time, 
other major central banks are set to move toward tighter policy. According to BoJ Governor Haruhiko 
Kuroda, a weak yen is positive for the economy—citing its positive impact on exports and corporate profits 
at the overseas subsidiaries of Japanese companies.

Lastly, China's stock markets retreated amid continued concerns about the strength of the property sector. 
The large-cap CSI 300 Index benchmark and the Shanghai Composite Index each lost around 1% for the 
week. The property sector, which accounts for about one-third of China's overall economy, has stirred 
investor anxiety in recent weeks following defaults, credit rating downgrades, and, most recently, a proposed 
tax plan as authorities seek to reduce leverage among leading developers.

Source: www.cagle.com

INTERESTING NEWS OVERSEAS – cont.
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THE WEEK AHEAD 

The US Federal Reserve is expected to announce its plan for scaling back its massive bond buying scheme 
this week, while investors will be looking for any clues about when the central bank will begin raising 
interest rates to curb price pressure.

On the economic data front, the US jobs report should point to an acceleration in employment growth, 
with markets predicting a payroll increase of 425,000 in October, compared with September's nine-month 
low of 194 thousand, while the unemployment rate (U3) is seen falling to a pandemic low of 4.7 percent. 
The labor market has been gradually recovering in recent months, helped by a surge in demand for labor, 
the expiration of enhanced jobless benefits, and record levels of job openings and quits by employees. 
Elsewhere, the ISM PMI surveys for October should point to solid growth rates in both manufacturing and 
services sectors. Other notable publications are foreign trade, factory orders, construction spending, ADP 
employment change, third-quarter productivity, IBD/TIPP Economic Optimism, and the final readings of 
Markit PMIs.

The third-quarter earnings season continues on the corporate front, with reports to watch, including Pfizer, 
Moderna, Qualcomm Inc, Airbnb, and Uber.

Have a great week. 
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