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LAST WEEK IN REVIEW

Last week the major indexes were mixed. The large-cap benchmarks and the technology-focused 
Nasdaq Composite index managed record highs before pulling back Friday to end the week with 
modest losses. The S&P MidCap 400 Index and the small-cap Russell 2000 Index broke a string of 
underperformance and recorded gains. Likewise, recently underperforming utility shares reversed 
course and were among the best performers in the S&P 500 Index, along with materials and real estate 
stocks. A decline in Amazon.com shares weighed on the consumer discretionary sector following news 
Thursday evening that the online retailer missed consensus second-quarter revenue expectations. It 
was the busiest week of the earnings season, with 177 of the S&P 500 companies expected to report 
second-quarter results, according to Refinitiv.

While earnings reports drove significant moves in individual stocks—including technology and internet-
related giants—investors appeared to keep a close eye on macroeconomic concerns. On Tuesday, the 
S&P 500 ended lower for the first time in six sessions, which traders I spoke to attributed in part to the 
spread of the delta variant of the coronavirus. Moreover, investors’ concerns were elevated that 
afternoon by the recommendation from the Centers for Disease Control and Prevention that 
vaccinated individuals wear masks indoors again in higher-transmission areas (ugh). Conversely, 
sentiment appeared to get a boost from the US Senate’s 67 to 32 vote Wednesday evening in favor of 
beginning formal consideration of a bipartisan USD 1 trillion infrastructure proposal despite threats 
from Nancy Pelosi that she would not take the bill to the house floor.

U.S. – MARKETS & ECONOMY

Investors also absorbed several high-profile economic data points during the week, many of which 
indicated strong growth but were surprised on the downside. The Commerce Department reported its 
advance estimate that gross domestic product (GDP) increased at an annualized rate of 6.5% in the 
second quarter, well shy of consensus estimates of around 8.5%. Nevertheless, it was the second-
fastest pace of growth since 2003 and left the economy larger than its pre-pandemic peak. Many 
analysts pointed to lingering supply chain problems as preventing even more substantial growth.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 7/30/2021

Friday's Close Week 
Ending

7/30/2021

% Change YTD
Week Ending

7/30/2021

DJIA 34,935.47 -126.08 14.14%

S&P 500 4,395.26 -16.53 17.02%

Nasdaq 
Composite

14,672.68 -164.31 13.85%

S&P MidCap
400

2,703.66 30.92 17.21%

Russell 2000 2,226.25 16.60 12.73%
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 – cont. 

Headline June durable goods orders also fell well short of expectations, as did core capital goods 
orders and shipments, though there were some upward revisions to older data. Weekly jobless 
claims fell less than expected, and continuing claims rose a bit. On the positive side, July consumer 
confidence surprised to the upside, and inflation expectations eased slightly. Personal spending 
rose more than expected in June (1.0%), rebounding from a slight contraction in May. The Labor 
Department’s measure of employment costs rose 0.7% in the second quarter, a slowdown from the 
first quarter and below estimates of 0.9% gain.

US YIELDS & BONDS

Reflecting the downward growth and inflation surprises, the yield on the benchmark 10-year US Treasury 
note ended lower last week. (Bond prices and yields move in opposite directions.) According to traders, 
market participants viewed the official statement from the Federal Open Market Committee’s (FOMC’s) 
July 27–28 meeting as somewhat hawkish.  Policymakers’ recognition that “the economy has made 
progress toward” the committee’s goals was perceived as paving the way for the Federal Reserve’s future 
tapering of monthly asset purchases. However, during his post-meeting remarks, Fed Chair Jerome Powell 
underscored that the committee’s marker of “substantial further progress” has not yet been reached 
(traditional central banking hedged speak).

The broad municipal bond market posted slightly positive returns through most of the week, with short-
term yields touching fresh lows. Traders reported that technical drivers remained firmly in place, supporting 
strong demand for the week’s primary market deals.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth 0.00 bps to 0.04%
2-yr:    -0.02 bps to 0.18%
5-yr: -0.02 bps to 0.69%
10-yr:  -0.06 bps to 1.22%
30-yr:  -0.03 bps to 1.89%

SOURCE: FOR THE WEEK ENDING July 30, 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 also noted relatively light trading volumes and new issuance in the investment-grade corporate 
bond market ahead of the FOMC meeting. As a result, flows were balanced, and credit spreads—the extra 
yield offered over Treasuries and an inverse measure of the sector’s relative appeal—were little changed 
as market participants digested an uptick in primary issuance.

Meanwhile, the high yield market traded flat for most of the week, as broader risk markets fluctuated, 
focusing on corporate earnings and the delta variant impacting economic growth forecasts. Investors also 
appeared concerned about increasing regulations on Chinese technology stocks. Traders noted that 
market sentiment improved somewhat after the FOMC meeting as policymakers maintained the same 
stance on inflation.

INTERESTING NEWS OVERSEAS

Shares in Europe were little changed. Optimism engendered by strong corporate earnings was offset by 
concerns about the spread of the delta variant of the coronavirus and volatility spurred by Chinese 
regulators cracking down on domestic technology and education companies. In local currency terms, the 
pan-European STOXX Europe 600 Index ended flat. Major indexes were mixed. Germany’s Xetra DAX Index 
fell 0.80%, France’s CAC 40 Index gained 0.67%, and Italy’s FTSE MIB Index rose 0.95%. The UK’s FTSE 100 
Index ended was roughly flat.

Source: The Cartoon Group
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INTERESTING NEWS OVERSEAS – cont.

Eurozone bond yields declined on concerns about the spread of the coronavirus and doubts about 
reflation expectations and the broader economic recovery. Peripheral market yields generally followed 
core markets, falling after the European Central Bank (ECB) suggested inflation could temporarily 
overshoot its 2% target. UK gilt yields also tracked yields in other core markets.

The big news last week overseas was in mainland China.  Stocks slumped after a regulatory overhaul of 
the for-profit education sector unveiled July 24 proved to be much tougher than investors had 
expected, and fears of heightened government oversight spilled into Chinese technology, health care, 
and property stocks. According to Bloomberg, the large-cap CSI 300 Index sank 5.5% in its worst weekly 
drop since February. For July, the benchmark shed 7.9%, its biggest monthly drop since October 2018. 
In Hong Kong, the Hang Seng Index declined 1.4% for the week after the benchmark index shed more 
than 8.0% on Monday and Tuesday on record-high volumes.

Under the education policy changes, China banned after-school tutoring companies from running for 
profit, raising capital, or going public. Moreover, the companies are forbidden from offering school 
syllabus-related tutoring on weekends and vacation days and giving online lessons to children under 
six.

Toward the end of the week, stock markets stabilized as regulatory concerns appeared to ease, albeit 
without a relief rally. Bloomberg reported that the People’s Bank of China pumped RMB 30 billion into 
the country’s financial system on Thursday and Friday via seven-day reverse repurchase agreements.  
This liquidity is China’s version of the Plunge Protection Team (PPT) the markets see here in the US. The 
central bank’s substantial injection was viewed as a sign of Beijing’s unease with the extent of the 
downturn and desire to bolster investor confidence—a message amplified in state-run financial media, 
calling the sell-off overdone.  So it appears price discovery is long gone in China as well. Additionally, a 
top official at China’s securities regulator reportedly met with investment bankers, asset managers, and 
foreign investment firms on Wednesday to relay the official view that the education rules were 
intended to achieve long-term social goals despite appearing antimarket.

China’s stock market sell-off had a relatively mild impact on the domestic bond and currency markets. 
The yield on the 10-year Chinese government bond shed eight basis points to close at 2.85%. The 
renminbi currency edged up 0.3% against the US dollar to 6.46, a gain that analysts attributed more to 
dollar weakness than to the broader stock sell-off.

THE WEEK AHEAD

The US jobs report could suggest the labor market recovery accelerated in July as the rapid pace of
COVID-19 vaccinations allowed the country to continue its re-opening efforts and prompted businesses
to hire more workers to respond to growing demand. As a result, markets predict a payroll increase of
900 thousand, which would be the largest rise in seven months, while the unemployment rate is seen
falling to 5.7 percent, the lowest level since March 2020. Elsewhere, the ISM PMI surveys for July
should point to solid increases in both manufacturing and services sectors. Other notable publications
are foreign trade, factory orders, construction spending, ADP employment change, IBD/TIPP Economic
Optimism, and the final readings of wholesale inventories and Markit PMIs.



The second-quarter earnings season continues on the corporate front, with reports to watch, including 
Activision Blizzard, Alibaba, Berkshire Hathaway, General Motors, Roku Inc, and Uber.

Have a great week.
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