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LAST WEEK IN REVIEW

Last week stocks declined for the holiday-shortened week after Friday's news about the emergence of 
a new coronavirus variant in South Africa which triggered a sharp sell-off in riskier assets such as 
equities. Before the Thanksgiving holiday, information technology stocks suffered as rising Treasury 
yields made expected corporate profits far in the future less valuable in today's terms. Yields decreased 
on Friday amid the flight to assets viewed as safe-havens. Value stocks held up better than growth 
companies despite Friday's selling pressure on stocks related to leisure and travel.

On Monday morning, President Joe Biden said he plans to renominate Jerome Powell as Federal 
Reserve chair (missed that call). Powell was widely viewed as somewhat less dovish than Lael Brainard, 
a Fed governor who was the other leading candidate for the position. Biden nominated Brainard to be 
the vice-chair of the Fed's Board of Governors.

Comments from other members of the Federal Open Market Committee (FOMC) about the potential 
to accelerate the tapering of the Fed's bond purchases contributed to the less dovish outlook for Fed 
monetary policy and helped push Treasury yields higher. The minutes from the November FOMC 
meeting, released on Wednesday, also showed that some policymakers advocated for a quicker taper. 

President Biden also formally announced that the US would release oil from the Strategic Petroleum 
Reserve to pressure gasoline prices, which are a crucial part of headline CPI figures. However, oil prices 
rose because releasing 55 million barrels did nothing to help add inventory.  Markets also believe that 
the Organization of the Petroleum Exporting Countries and Russia (OPEC+) will reduce their production 
to offset the move.

On Friday, stocks fell sharply after scientists in South Africa said they had found a new coronavirus 
variant that appears to spread more quickly than the delta variant that caused a global wave of cases 
earlier in 2021. Although it is unclear if the new variant is more effective at evading the immune 
defenses triggered by current vaccines, the news prompted a sell-off in riskier asset classes and a rally 
in safe-havens, such as Treasuries. The price of West Texas Intermediate crude oil, the US benchmark 
for the commodity, plummeted more than 10% on Friday on fears that the new variant could damage 
demand for oil
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U.S. – MARKETS & ECONOMY 

U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 11/26/2021

Weekly (+/-) Point 
Change

11/26/2021

% Change YTD
Week Ending

11/26/2021

DJIA 34,899.34 -702.64 14.03%

S&P 500 4,594.62 -103.34 22.33%

Nasdaq 
Composite

15,491.66 -565.78 20.20%

S&P MidCap 
400

2,779.41 -91.31 20.50%

Russell 2000 2,245.94 -97.22 13.73%

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.

Positive economic data—including the lowest level of weekly jobless claims since 1969—helped drive 
the increase in Treasury yields. (Bond prices and yields move in opposite directions.) The increases 
were particularly meaningful in short- and intermediate-term maturities. However, this trend ended 
abruptly last Friday as investors fled to lower-risk assets amid fears that rising coronavirus cases could 
lead to renewed lockdowns and economic downturns.

US YIELDS & BONDS

Last week was very light in fixed income markets.

Municipal bond traders reported positive flows into municipal bond portfolios industrywide and very 
light deal activity during the holiday-shortened trading week. High yield corporate bond traders noted 
that the market was weak amid lighter-than-average trading volumes. Only one new municipal deal 
was priced on Monday, and there was no new issuance for the remainder of the week.

US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth:  0.00 bps to 0.04%
2-yr:    -0.01 bps to 0.50% 
5-yr:    -0.06 bps to 1.16% 
10-yr:  -0.08 bps to 1.47%
30-yr:  -0.09 bps to 1.82%

SOURCE: FOR THE WEEK ENDING November 26, 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
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INTERESTING NEWS OVERSEAS 

Shares in Europe also fell sharply on fears that the economic recovery might be derailed by the imposition of 
tight coronavirus restrictions and the spread of a new virus variant. The pan-European STOXX Europe 600 
Index ended the week more than 4% lower in local currency terms. The main indexes of Germany, France, 
Italy, the Netherlands, and Spain also tumbled. The decline of the UK's FTSE 100 Index was less pronounced, 
as the pound depreciated against the US dollar. A weaker pound tends to support the index because many 
of its companies are multinationals with overseas revenues.

Core eurozone bond yields ended roughly flat after the coronavirus news dragged them off the week's 
highs. However, peripheral eurozone bond yields stayed higher on inflation and the prospect of central 
banks tightening their policies, as did UK gilts. 

The UK banned travel from South Africa and its neighbors to contain the new strain of coronavirus, and the 
European Union (EU) planned similar moves. Earlier in the week, large-scale protests broke out in the 
Netherlands, Belgium, Austria, and Italy after they imposed stricter controls due to the spike in infections. 
However, apart from the Netherlands and Austria, most countries stopped short of imposing lockdowns, 
and some made booster injections that enhance vaccine effectiveness available to all adults.

Like most markets last week, Chinese markets also weakened, with the CSI index easing 0.6% and the 
Shanghai Composite Index ending flat amid U.S.-China tensions and rising economic pressures that raised 
expectations for supportive government measures. Yields on China's 10-year government bonds fell to 
2.881% from the prior week's 2.946% as investors sought safe-haven assets. The yuan gained marginally to 
6.3917 per US dollar from last week's 6.4009 per dollar.

Relations with the US remained tense over the status of Taiwan and trade issues. The US Commerce 
Department issued a trade blacklist naming a dozen Chinese companies that it said supported the military 
modernization of the People's Liberation Army. In response, a Chinese official said the US should not expect 
China's military to compromise regarding Taiwan.

In a separate development, the US Federal Communications Commission (FCC) asked a federal appeals court 
to reject China Telecom's bid to continue providing services in the US, arguing that China Telecom's 
ownership allows Beijing to access and possibly disrupt or misroute US communications. The FCC's action 
followed its designation of China's Huawei Technologies and ZTE Corp as US national security threats last 
year. In addition, reports that China's tech watchdog has asked the management of China's ride-hailing app 
Didi Global to delist the company from the New York Stock Exchange due to data security concerns also 
underscored the depth of mistrust between countries.

Source: Hedgeye.com
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THE WEEK AHEAD 

This week the US employment report could show the world's largest economy added another 550 
thousand jobs in November, an 11th consecutive month of gains, due to strong demand for labor and the 
ongoing economic rebound. In addition, the unemployment rate is seen falling to a new pandemic low of 
4.5 percent. Elsewhere, the ISM PMI surveys for November should point to solid expansion rates in both 
the manufacturing and service sectors. Other notable publications are factory orders, construction 
spending, ADP employment change, pending home sales, Case-Shiller home prices, Dallas Fed 
Manufacturing Index, Chicago PMI, and the final readings of Markit PMIs.

In the meantime, Federal Reserve Chairman Jerome Powell and Treasury Secretary Janet Yellen will testify 
on the coronavirus and CARES Act before the US Congress Tuesday and Wednesday. This will be the first 
time markets will hear from Powell after President Joe Biden renominated him for a second term as the 
head of the central bank.

Have a great week.
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