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LAST WEEK IN REVIEW

Last week stocks retreated from record highs as investors confronted data showing the highest 
inflation in three decades (don't worry, it's transitory). On Tuesday, the S&P 500 Index registered its 
first decline in nine sessions, ending its longest winning streak since 2017. Consumer discretionary 
shares led to the declines in the S&P 500 following a steep fall in Tesla after CEO Elon Musk announced 
plans to sell some of his shares. Energy shares were also fragile as oil prices backed away from recent 
peaks. The small materials sector performed best, seemingly helped by the recent passage of the Biden 
administration's USD 1.2 trillion infrastructure bill in the House of Representatives. The week was also 
notable for the initial public offering of electric vehicle maker Rivian—the largest US company since 
Facebook's in 2012. Fixed income markets were closed on Thursday in observation of Veterans Day.

On Wednesday morning, the major indexes fell sharply following news that the consumer price index 
(CPI) jumped 0.9% in October, well above consensus expectations of around 0.6%. The increase 
brought the year-over-year CPI increase to 6.2%, the highest since December 1990. A surge in energy 
prices deserved some of the blame, but core inflation, which excludes the volatile energy and food 
segments, rose 0.6%, also more than expected. In addition, traders noted that a poorly received 
auction of long-maturity Treasury bonds may have further soured the mood for equity investors.
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U.S. – MARKETS & ECONOMY 

U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 

11/12/2021

Weekly (+/-) Point 
Change

11/12/2021

% Change YTD 
Week Ending 

11/12/2021

DJIA 36,100.31 -222.64 17.95%

S&P 500 4,682.85 -14.68 24.67%

Nasdaq 
Composite

15,860.96 -110.63 23.06%

S&P MidCap 
400

2,902.19 -2.92 25.82%

Russell 2000 2,411.78 -25.31 22.12%

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.

Most observers attributed the surge in inflation to ongoing supply chain pressures and higher 
consumer demand as the coronavirus ebbs and more people reenter the workforce. However, 
positive news on the latter fronts may have helped cushion the week's losses. For example, 
equity traders noted that sentiment seemed to get a continuing boost from Pfizer's 
announcement the previous week that it sought emergency approval for a treatment for COVID-
19. In addition, weekly jobless claims hit a new pandemic-era low of 267,000. Finally, the Labor
Department reported 10.4 million job openings in September, slightly declining from August's
record but above expectations.

Consumers appeared to be paying more attention to higher inflation than the healthy job 
market, however. On Friday, researchers at the University of Michigan reported that their gauge 
of consumer sentiment fell to its lowest level (66.8) in a decade due to inflation worries. (In 
comparison, the gauge's previous nadir in April 2020 following the outbreak of the pandemic was 
71.8.) Moreover, "rising prices for homes, vehicles, and durables were reported more frequently 
than any other time in more than half a century," according to the survey's chief economist
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US YIELDS & BONDS

The upside inflation surprise forced US Treasury yields higher, with the benchmark 10-year US Treasury 
note's yield ending the week around 1.58%. (Bond prices and yields move in opposite directions.) 
Earlier in the week, the 10-year yield fell to 1.41% during intraday trading on headlines surrounding 
geopolitical tensions between the US and China and news that President Joe Biden had interviewed 
Federal Reserve Governor Lael Brainard for the role of Fed chair. Investors generally view Governor 
Brainard as a dovish alternative to the current Fed chair, Jerome Powell, whom President Biden also 
interviewed.

Municipal bonds posted positive returns over the holiday-shortened trading week despite the sell-off in 
the Treasury market. The pace of flows into municipal bond funds industrywide increased during the 
most recent week measured, and traders observed strong demand for new muni bond offerings.

According to traders, investment-grade corporate bond credit spreads widened over the holiday-
shortened week, with more volatile and longer-maturity corporates underperforming slightly. (Credit 
spreads measure the amount of additional yield over a similar-maturity Treasury security that investors 
demand to hold a bond with credit risk.) Secondary trading volumes were relatively light amid an active 
primary calendar. Traders observed strength in the high yield market as the week began, with buyers 
active across credit ratings and sectors and heavy new issuance ahead of Veterans Day. However, risk-
off sentiment took hold after inflation data introduced more uncertainty regarding the timeline for a 
Fed rate hike.

US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth:  0.00 bps to 0.04%
2-yr:    +0.11 bps to 0.51%
5-yr:   +0.18 bps to 1.22%
10-yr:  +0.11 bps to 1.56%
30-yr: +0.04 bps to 1.93%

SOURCE: FOR THE WEEK ENDING November 12,  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 

Shares in Europe rose as continuing ultra-loose monetary policy and optimism about economic growth 
helped allay inflation concerns. In local currency terms, the pan-European STOXX Europe 600 Index gained 
0.68%. Germany’s Xetra DAX Index tacked on 0.25%, France’s CAC 40 Index climbed 0.72%, and the UK’s 
FTSE 100 Index advanced 0.60%. However, Italy's FTSE MIB fell 0.23%.

Core eurozone bond yields rose. While markets initially pared expectations for interest rate increases 
after dovish comments from the European Central Bank, higher-than-expected US inflation caused a 
reversal, and yields ended higher. As a result, peripheral eurozone and UK government bond yields 
broadly tracked core markets.
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Eurozone industrial production fell in September, although the magnitude of the decline was less than 
expected due to the increased output of nondurable consumer goods. As a result, output shrank 0.2% 
sequentially, for an annual increase of 5.2%. Economists polled by Reuters had expected a monthly decline of 
0.5%. In its fall report, the European Commission (EC) raised its 2021 economic growth forecast for the 
eurozone to 5.0% from 4.8%. However, it said that the economy now faced "mounting headwinds," including 
supply chain disruption, rising energy costs, and an acceleration in the number of coronavirus cases. As a 
result, the EC estimated that the eurozone economy would grow 4.3% in 2022 and 2.4% in 2023.  With 
inflation projected to come in at 2.4% in 2021, before slowing to 2.2% in 2022 and 1.4% in 2023.

UK economic growth slowed to a 1.3% rate in the three months ended September 30, down from 5.5% in 
the second quarter and below the 1.5% forecast by the Bank of England. Shortages of goods, labor, and 
components and rising coronavirus cases weighed on activity. However, the monthly rate of expansion in 
September was 0.6%—an improvement from 0.2% in August—due to increased health care activity, 
although data for previous months were revised lower.

In Japan, new details about the government's upcoming fiscal stimulus package and perceptions that 
valuations were lagging behind US peers provided some tailwinds for their stock markets during the week. In 
addition, the corporate earnings season mostly confirmed positive effects from yen weakness. Against this 
backdrop, the Nikkei 225 and the broader TOPIX indexes generated flat returns. The yen weakened to around 
JPY 114.05 against the US dollar, from about JPY 113.41 the prior week, due to continued expectations that 
the Bank of Japan (BoJ) will maintain low-interest rates for longer than other developed markets central 
banks. The yield on the 10-year Japanese government bond was broadly unchanged at 0.07%.

The Bank of Japan's (BoJ) latest report on the Corporate Goods Price Index, which measures the price 
development of goods traded in the corporate sector, showed that producer prices surged 8.0% yearly in 
October. This marked the fastest pace of increase in around four decades and was attributable to both rising 
commodity prices and supply chain bottlenecks.

Many companies have, to date, refrained from passing on increased costs to consumers, which has meant 
there has been limited upward pressure on consumer prices. As a result, the BoJ recently slashed its forecast 
for the CPI to 0% in the fiscal year 2021. The central bank has reiterated its commitment to ultra-loose 
monetary policy until it reaches its 2% inflation target. This stance diverges from other developed market 
central banks, which are signaling a shift toward monetary tightening.

Lastly, Chinese stock markets advanced amid speculation that Beijing would announce easing measures to 
help indebted property companies as the specter of defaults continued to loom over the sector. The large-
cap CSI 300 Index rose 0.95%, and the Shanghai Composite Index added 1.4%.

The previous week, cash-strapped developer China Evergrande Group averted a last-minute default for the 
third time in the past month. Meanwhile, Kaisa Group, which has the most offshore bonds of any Chinese 
developer after Evergrande, approached default. The company reportedly informed creditors that it "may 
not be able to pay the coupons" on its bonds because of legal cross-default issues domestically and offshore. 
Kaisa was the first Chinese builder to default on its dollar bonds in 2015, a landmark event at that time.

INTERESTING NEWS OVERSEAS – cont.
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THE WEEK AHEAD 

In the US, retail sales and industrial production numbers for October are seen pointing to an increase in 
domestic trade and a rebound in factory activity. In addition, housing data are likely to show a pick-up in 
housing starts and building permits, which fell in September to multi-month lows due to high costs for 
building materials, supply chain disruptions, and labor shortages. Other notable publications include 
homebuilder sentiment, foreign trade prices, business inventories, NY Empire State Manufacturing Index, 
Philadelphia Fed Manufacturing Index, and overall net capital flows.

Home Depot, Walmart, Target, Nvidia, Lowe's and Tyson Foods are due to report quarterly results on the 
corporate front.

Have a great week. 
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