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LAST WEEK IN REVIEW

Last week, US equities gained ground with the market shrugging off the renewed spread of the 
coronavirus and its possible implications for future economic activity. In the S&P 500 Index, value 
stocks outperformed their growth counterparts. Most sectors advanced, led by materials. However, 
energy stocks slipped on concerns that oil producers' discipline on the supply side and worries that the 
upsurge in coronavirus infections could weigh on global demand. Information technology stocks also 
lagged, driven by the pullback in the semiconductors and semiconductor equipment industry, which 
came under pressure from concerns about potential weakness in memory prices.

U.S. – MARKETS & ECONOMY

In a somewhat light week for US economic data releases, all eyes were on the latest inflation numbers 
from the Bureau of Labor Statistics. The consumer price index (CPI) increased by 0.5% sequentially in 
July, a deceleration from the 0.9% registered in June and the smallest month-over-month uptick since 
March. Core consumer price inflation, which excludes volatile food and energy costs, came in at 0.3%. 
This slowdown in the inflation rate appeared to align with the prevailing narrative that increases in 
consumer prices should prove transitory as the economy works through pandemic-related 
bottlenecks. However, the producer price index (PPI) increased by 1.0% sequentially for a second 
consecutive month. This uptick in PPI came in higher than many economists had expected.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 8/13/2021

Weekly (+/-) Point 
Change

8/13/2021

% Change YTD
Week Ending

8/13/2021

DJIA 35,515.38 306.87 16.04%

S&P 500 4,468.00 31.48 18.95%

Nasdaq 
Composite

14,822.90 -12.86 15.01%

S&P MidCap
400

2,731.47 14.11 18.42%

Russell 2000 2,223.11 -24.65 12.57%
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. 

The Senate passed a roughly USD 1 trillion bipartisan infrastructure package, including about USD 
550 billion in new spending, to rebuild traditional transportation infrastructure, improve access to 
broadband internet in rural areas, and upgrade the electric grid and water systems. Senate 
Democrats also approved a USD 3.5 trillion budget resolution, the starting point for a reconciliation 
bill that would address administration priorities such as improving access to education and 
increasing support for families with children. The details remain in flux, but this package is likely to 
include measures to increase corporate taxes.

US YIELDS & BONDS

Treasury yields climbed through most of last week, led by increases in long-maturity yields that helped 
steepen the Treasury yield curve. According to traders, comments from several Federal Reserve officials 
supporting a sooner-than-expected tapering of the central bank's bond purchases appeared to spur selling 
activity earlier in the week. However, on Friday morning, yields essentially retraced their previous moves 
amid the release of a highly disappointing University of Michigan consumer sentiment survey.

Traders noted that investment-grade corporate bonds weakened at the start of the week despite 
heightened overnight demand focused on longer maturities. Secondary trading volumes were relatively 
low but increased slightly as the week progressed. The level of new issuance in this market surpassed 
expectations. Traders I spoke to reported that the high yield bond primary calendar was very active, with 
issuers looking to bring new deals to the market before the pre-Labor Day slowdown.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth +0.01 bps to 0.05%
2-yr:      0.00 bps to 0.21%
5-yr: 0.00 bps to 0.77% 
10-yr:   -0.02 bps to 1.28%
30-yr:   -0.02 bps to 1.93%

SOURCE: FOR THE WEEK ENDING August 13, 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 advanced as investors focused on the economic recovery and shrugged off worries about 
surging coronavirus infections in critical markets and signs of slowing growth in Asia. In local currency 
terms, the pan-European STOXX Europe 600 Index ended the week 1.25% higher. France's CAC 40 Index 
gained 1.16%, Germany's Xetra DAX Index advanced 1.37%, and Italy's FTSE MIB Index climbed 2.51%. The 
UK's FTSE 100 Index added 1.34% on strong corporate earnings and the British pound's decline relative to 
the US dollar. UK stocks tend to gain when the pound falls because many companies that are part of the 
index are multinationals with overseas revenues.

Core eurozone bond yields ended roughly level, rising into midweek and retreating on expectations that 
the European Central Bank could remain dovish for longer. Peripheral eurozone bond yields followed a 
similar pattern but weakened slightly. UK gilt yields also ended roughly unchanged, although yields rose 
toward the end of the week as data showed strong economic growth in the second quarter, fueling 
expectations that the Bank of England (BoE) might begin to withdraw its stimulus sooner.

Chinese stocks recorded modest gains despite worries that increased government oversight of the 
country's technology and private education industries would spread to other sectors. The large-cap CSI 300 
Index added 0.5% for the week, and the benchmark Shanghai Composite Index gained 1.7%, according to 
Reuters. In the bond market, the yield on the 10-year government bond rose 6 basis points to 2.90%. The 
renminbi currency was unchanged relative to the US dollar. The official trade-weighted currency index—
which measures the renminbi's value against a basket of foreign currencies—was close to a five-year high.

On the economic front, China reported that total social financing—a broad measure of new credit in the 
economy—rose 10.7% year over year in July, its slowest pace since February 2020 and down from 11% in 
June. Analysts attributed the latest month's decline to a decrease in shadow banking activity and 
government bond issuance, though the latter was seen as a temporary drop due to calendar effects. In 
July, inflation trends were broadly unchanged, with a 9.0% year-over-year surge in the producer price 
index driven by higher commodity prices and a 1.3% increase in core CPI, excluding food and energy.
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THE WEEK AHEAD

Investors will be waiting for the FOMC minutes due Wednesday for further clarification on the next
monetary policy steps in the US. At its July meeting, the Federal Reserve left monetary policy unchanged.
Still, it said asset purchases could start being reduced soon amid signs of a solid recovery in the US labor
market and temporary inflationary pressure, despite the Delta variant's lingering threat. On the economic
data front, retail sales and industrial production numbers for July are seen pointing to a decline in
domestic trade led by auto sales and a steady factory activity growth. Other notable publications include
building permits and housing starts, homebuilder sentiment, business inventories, NY Empire State
Manufacturing Index, Philadelphia Fed Manufacturing Index, and overall net capital flows.

Have a great week.
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