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LAST WEEK IN REVIEW

Last week stocks pulled back but not before the S&P 500 Index reached a new record high of 4,480 on 
Monday afternoon, more than double its intraday low of 2,192 on March 23rd, 2020. Small-cap stocks 
lagged for the week, with the Russell 2000 Index briefly falling into correction territory, down more 
than 10% from its March 2021 peak. Energy shares performed worst within the S&P 500, while gains in 
a wide range of health care stocks boosted the sector. Traders I spoke with noted that volumes reached 
the highest level in a month, reflecting a rebound in trading by retail investors.

Traders pointed to several factors that seemed to weigh on sentiment over the middle of the week. 
First, more signs emerged of an economic slowdown in China, and Securities and Exchange 
Commission Chair Gary Gensler urged caution when investing in Chinese stocks because of regulatory 
uncertainty as well as disclosure issues. Second, on the domestic policy front, recent signals from 
Federal Reserve policymakers that they would soon begin tapering the central bank's monthly asset 
purchases also seemed to concern investors. On Wednesday, the Fed released the minutes of its latest 
policy meeting, in which most members indicated that they thought tapering could begin by the end of 
the year. Dallas Federal Reserve President Robert Kaplan may have jawboned a rally Friday, however, 
after he suggested that he might favor delaying tapering if the delta variant takes a more profound toll 
on the economy

Source: Hedgeye.com
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 8/20/2021

Weekly (+/-) Point 
Change

8/20/2021

% Change YTD
Week Ending

8/20/2021

DJIA 35,120.08 -395.30 14.75%

S&P 500 4,441.67 -26.33 18.25%

Nasdaq 
Composite

14,714.66 -108.24 14.17%

S&P MidCap
400

2,675.67 -55.80 16.00%

Russell 2000 2,167.60 -55.51 9.76%
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

Worries that growth might be peaking also seemed to hamper sentiment. Stocks fell on Tuesday 
after the Commerce Department reported that retail sales slumped 1.1% in July, although off an 
upwardly revised June base. Much of the decline was concentrated in auto sales, which fell 3.9% as 
consumers balked at high prices and automakers struggled with the ongoing global semiconductor 
chip shortage and other supply issues. Home Depot shares fell sharply after missing sales 
expectations, and consumers reined in spending on several "stay at home" categories, such as 
furniture and online purchases. 

The rest of the week's economic data were mixed, particularly in the housing sector. July housing 
starts fell 7%, much more than consensus expectations, but off upwardly revised May and June 
numbers. Building permits—a more forward-looking gauge—also rose more than anticipated. 
However, a measure of builder sentiment fell back to its lowest level in a year, hampered in part by 
labor and building supply worries. Conversely, more than expected, industrial production rose 0.9% 
in July due in part to automakers moderating or canceling plans to shut down production lines. 
Weekly jobless claims fell to 348,000, a bigger drop than expected and another pandemic-era low.

US YIELDS & BONDS

US Treasury yields decreased through most of the week, with the yield on the benchmark 10-year Treasury 
note touching its lowest level since August 5th. (Bond prices and yields move in opposite directions.) 
Traders reported that fears surrounding the delta variant, dovish sentiment from some Fed policymakers, 
and the weaker-than-expected retail sales print supported the week's rally. The broad municipal bond 
market was little changed through most of the week and underperformed Treasuries. According to traders, 
one of the week's most prominent deals—New York City's sale of over $1 billion in general obligation 
bonds—had to reprice to higher yields to sell the newly issued debt (aka; orders were not there).
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth -0.01 bps to 0.04%
2-yr:    +0.01 bps to 0.22% 
5-yr:    +0.00 bps to 0.78% 
10-yr:  -0.02 bps to 1.26%
30-yr:  -0.06 bps to 1.87%

SOURCE: FOR THE WEEK ENDING August 20th, 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.

Investors demanded more yield relative to Treasuries (known as credit spreads) for investment-grade 
corporate bonds for much of the week alongside concerns about COVID-19 and the rally in longer-term 
Treasuries. Despite weakness in the macroeconomic backdrop, healthy demand for corporate bonds in 
both short and long maturities was observed at these wider spread levels. New issuance came in under 
relatively low weekly expectations, but the deals that reached the market were well-subscribed. 
Meanwhile, new issuance and overall trade volumes in the high yield bond market were reasonably light 
throughout the week. At the same time, investors had a muted response to the Fed's most recent policy 
meeting minutes. Investors favored higher-rated bonds within the high yield universe, and BB-rated bonds 
outperformed for the week.

INTERESTING NEWS OVERSEAS

European stock benchmarks pulled back amid global concerns about the spread of the delta variant of the 
coronavirus, the situation in Afghanistan, and slowing growth in China. After reaching a series of record 
highs in the first two weeks of August, the pan-European STOXX Europe 600 Index ended the week 1.48% 
lower in local currency terms. Country-specific indexes also declined. France's CAC 40 Index fell 3.95%, 
Germany's Xetra DAX Index was off 1.14%, Italy's FTSE MIB Index dropped 2.78%, and the UK's FTSE 100 
Index retreated 1.84%.

Core eurozone bond yields drifted lower in the week as investors favored lower-risk assets. For example, 
Germany's 10-year bund yield was trading around -0.495% on Friday, compared with highs of -0.456% on 
Monday. The British pound and the euro both weakened against the US dollar in currency markets as the 
greenback benefited from the risk-off environment.

Inflation in the UK rose less than expected in July and cooled from June's levels. According to the Office of 
National Statistics (ONS), the annual consumer price index (CPI) increase fell to 2.0% in July, in line with 
the Bank of England's target, from 2.5% in June, while the CPI measure that includes housing costs 
dropped from 2.4% to 2.1% for the annual period. Downward pressure from clothing and footwear was 
partially offset by rising used car prices. In its announcement, the ONS noted that the change in the 12-
month numbers partially resulted from changing base effects. The supply shortages in some categories 
during the beginning of the pandemic began to ease by last summer.
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INTERESTING NEWS OVERSEAS – cont.

Meanwhile, inflation in the eurozone increased 2.2% for the July annual period, up from 1.9% in June and 
slightly higher than the European Central Bank's 2% target. Higher inflation in the euro area was driven 
primarily by rising energy costs. Overall, prices rose 2.5% for the European Union for the latest 12-month 
period, up from 2.2% in June.

Japan's stock markets finished the week sharply lower, with the Nikkei 225 Index falling 3.45% to close at 
its lowest level this year. The broader TOPIX index was down 3.03%. News that Japanese carmaker Toyota 
Motor was to cut production for September by 40% from its previous plan cast doubt on the economic 
recovery from pandemic lows and led to a sell-off in the shares of automakers and companies producing 
materials for autos, such as steel and rubber manufacturers.

Lastly, Chinese stocks slumped as Beijing's regulatory clampdown on the technology sector stoked 
uncertainty about other sectors the government might target next. Liquor stocks slumped after state 
media reported that the State Administration for Market Regulation was considering new regulations for 
liquor companies (don't take away their beer!). Health care companies fell on concerns that new 
regulations would also curb industry profits.

According to Bloomberg, the week, the Shanghai Composite Index fell 2.5% while the CSI 300 Index of 
large-cap stocks shed 3.6% to its lowest close since July 28th. In Hong Kong, the benchmark Hang Seng 
Index fell into a bear market, having lost more than 20% from its peak earlier this year. According to 
Reuters, as of Friday, stock markets of China and Hong Kong lost more than USD 560 billion in market 
value. China's state-run media said that the country's technology companies should innovate more, 
assume greater social responsibilities, and promote social values in line with the principles set forth by 
President Xi Jinping (aka Winnie the Pooh). In remarks publicized Wednesday, Xi stressed the importance 
of "common prosperity," calling for fairer wealth distribution in the next phase of China's economic 
development. 

THE WEEK AHEAD

Next week central bankers will be holding their annual gathering at Jackson Hole, Wyoming.  All eyes will 
turn to Federal Reserve Chair Jerome Powell's speech on August 27th as investors look for any signals 
about early tapering by the Fed and the outlook for the economy. The central bank's meeting minutes 
showed on Wednesday officials agreed last month they could start slowing the pace of bond purchases 
later this year and reduce purchases of Treasury securities and mortgage-backed securities 
"proportionally" so they end simultaneously. 

Source: Opindia.com 



THE WEEK AHEAD – cont. 

It will also be a relatively busy week regarding US economic data. The second estimate of second-quarter 
GDP is set to confirm that the economic recovery remained strong during the April-June period, 
supported by solid increases in personal consumption and nonresidential fixed investment. In addition, 
the Markit PMI survey could show the US private sector economy expanded at a robust pace in August, 
although at a slower rate when compared with July. Other notable publications include personal income 
and outlays; PCE price index; durable goods orders; new and existing home sales; Chicago Fed National 
Activity Index; the advance estimates of goods trade balance and wholesale inventories; and the final 
reading of Michigan consumer sentiment. 

Have a great week.
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