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LAST WEEK IN REVIEW

Last week the small-cap Russell 2000 Index managed a small gain. Still, most of the major equity 
indexes ended the week modestly lower, as investors weighed some encouraging economic data 
against worries about supply chain challenges, elevated valuations, and concerns over how stocks 
would respond to an eventual tightening in monetary policy. Energy shares within the S&P 500 Index 
recorded solid gains on the back of rising oil prices, while strength in auto-related shares boosted 
consumer discretionary stocks. The small materials and utility sectors lagged. Traders observed that 
trading volumes were subdued for much of the week, but volumes picked up last Friday with the 
expiration of options and futures contracts.

The week began on a down note, which traders attributed in part to moderating stimulus hopes. Last 
weekend, Democratic Senator Joe Manchin said he would support an infrastructure spending package 
of around USD 1.5 trillion, far less than USD 3.5 trillion that the more progressive members of Congress 
have proposed. However, Manchin, whose vote will be crucial for the bill’s passage, also stated that he 
believes congressional leaders should take their time instead of forcing the issue. To help fund the new 
package, Democrats seek to raise the corporate tax rate to 26.5%, up from the current 21%, while 
raising the top capital gains tax rate from 20% to 25%—smaller increases than previously sought.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 9/17/2021

Weekly (+/-) Point 
Change

9/17/2021

% Change YTD
Week Ending

9/17/2021

DJIA 34,584.88 -22.84 13.00%

S&P 500 4,432.99 -25.59 18.02%

Nasdaq 
Composite

15.043.97 -71.52 16.73%

S&P MidCap
400

2,678.03 -8.50 16.10%

Russell 2000 2,236.86 9.31 13.27%

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 

Investors pondered a few significant data surprises during the week. On Tuesday, the Labor 
Department reported that core (less food and energy) consumer prices increased 0.1% in August, 
below consensus expectations for a 0.3% increase and the smallest gain since February. Declines in 
airfares and used car prices drove much of the shortfall. In addition, the Commerce Department 
reported that August retail sales outside the volatile auto sector jumped 1.8%, defying consensus 
expectations for a slight decline. A gauge of factory activity in the New York region, reported 
Wednesday, also came in well above expectations.

Tuesday’s mild inflation data appeared to drive a rally in the bond market, helping push the yield on 
the benchmark 10-year US Treasury note to its lowest intraday level since August 23, but the major 
equity benchmarks moved lower. (Bond prices and yields move in opposite directions.) Traders I 
spoke to observed that many investors believed that the benign inflation report was not likely to 
have implications for Federal Reserve policy given the outsized importance of the labor market 
recovery. Nevertheless, Fed policymakers are scheduled to meet this week. Many observers 
expected them to announce the first steps in tapering monthly asset purchases designed to hold 
down long-term interest rates.  We shall see.



3

US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth -0.01 bps to 0.03%
2-yr:   +0.01 bps to 0.22% 
5-yr:   +0.04 bps to 0.86% 
10-yr: +0.02 bps to 1.36%
30-yr:  -0.03 bps to 1.90%

SOURCE: FOR THE WEEK ENDING September 17,, 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

This week, I am focused on China as stocks fell on weak August economic data, a fresh coronavirus outbreak 
in Fujian province, and the growing debt crisis at embattled property developer China Evergrande Group.  
Secondly, the threat of tighter gaming regulations in Macau dampened investor sentiment. According to 
Reuters, the CSI 300 index of large-cap stocks fell 3.1%, and the Shanghai Composite Index retreated 2.4%. 
Next week, China’s stock markets are closed Monday and Tuesday for the Mid-Autumn Festival and will 
reopen on Wednesday, September 22. 

Yields on China’s government bonds were broadly flat for the week. In currency trading, the renminbi (RMB) 
weakened by 0.2% against the US dollar. The RMB has largely moved with the dollar in recent weeks, with 
the trade-weighted currency index close to a five-year high. 

In corporate news, worsening debt problems at Evergrande, China’s third-largest developer, dominated 
headlines as concerns grew about a potential debt restructuring of the company, whose debt load exceeds 
USD 300 billion. During the week, China’s Ministry of Housing and Urban-Rural Development told banks that 
Evergrande wouldn’t be able to make its interest payments due on September 20, Bloomberg reported, 
citing unnamed sources. 

US YIELDS & BONDS

While the softer-than-expected inflation data appeared to ease investors’ worries of expedited interest 
rate hikes, traders reported that the solid manufacturing and retail sales data, along with technical trading 
factors, contributed to higher yields as the week progressed. Meanwhile, municipal traders observed some 
patience from buyers amid expectations for higher issuance levels through the end of October. 
Nonetheless, the week’s primary muni market deals, including California’s issuance of USD 2 billion in 
general obligation bonds, were met with solid overall demand.

According to traders, primary issuance within the investment-grade corporate bond market exceeded Wall 
Street’s expectations for the week. Healthy trading volumes and overnight demand from Asia provided 
support from a technical perspective, but the macroeconomic sentiment was mixed. While Tuesday’s data 
seemed to support Fed Chair Jerome Powell’s assertion that spiking inflation is transitory, concerns 
surrounding corporate tax increases and the impending deadline to raise the US federal debt ceiling were 
noted. Conversely, after a busy start to the week, new high yield issuance moderated.
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INTERESTING NEWS OVERSEAS – cont.

The inability to repay bank interest is the latest sign of a liquidity crisis at Evergrande, which is emerging as a 
critical test of the Chinese government’s willingness to bail out systemically important, highly indebted 
companies (China’s Lehman moment). Analysts suspect that China’s government will likely focus on the 
social fallout of Evergrande’s unfinished housing units, followed by supply chain companies that are owed 
money by Evergrande.

On the economic front, China’s August indicators were surprisingly weak, underscoring the impact of 
continued coronavirus outbreaks across the mainland. According to Reuters, industrial output, retail sales, 
and fixed-asset investment all missed expectations, particularly retail sales, which recorded its slowest 
growth pace since August 2020. Economists had forecast a rebound in economic activity in September after 
an outbreak in August was quickly brought under control. Still, a recent coronavirus flare-up in Fujian could 
cause consumers to retrench once more. China’s zero-tolerance coronavirus policy has proven successful to 
date. However, the short-term economic costs are high given the difficulty for consumer services and retail 
sales to recover under the threat of more restrictions. 

THE WEEK AHEAD

The US Federal Reserve is seen holding the target range for the federal funds rate steady at 0 - 0.25 
percent at the end of its two-day meeting on Wednesday. Investors are eager to hear if the central bank 
will begin withdrawing stimulus this year as the economy rebounds. Fed Chairman Jerome Powell assured 
markets the central bank would take a measured approach to taper bond purchases. Still, several 
policymakers have been calling for early tapering despite the recent slowdown in inflation numbers. 

Notable publications include building permits and housing starts on the economic data front, the flash 
Markit PMI survey, second-quarter current account, new and existing home sales, Chicago Fed National 
Activity Index, and NAHB Housing Market Index.

Have a great week.
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Past performance is not indicative of future results. Lakeview is an independent investment adviser registered under the 
Investment Advisers Act of 1940, as amended. Registration does not imply a certain level of skill or training. Securities are 
offered through SA Stone Wealth Management, Inc, member FINRA and SIPC. Advisory services are provided through 
Lakeview Capital Partners, LLC ("LCP"). LCP is not affiliated with SA Stone Wealth Management. More information about the 
firm can be found in its Form ADV Part 2, which is available upon request by calling 404-841-2224 or by e-mailing 
info@lcpwealth.com

The information contained in this e-mail message is intended only for the personal and confidential use of the recipient(s) 
named above. If the reader of this message is not the intended recipient or an agent responsible for delivering it to the 
intended recipient, you are hereby notified that you have incorrectly received this document and that any review, 
dissemination, distribution, or copying of this message is strictly prohibited. If you have received this communication 
incorrectly, please notify us immediately by e-mail and delete the original message. This message is provided for informational 
purposes and should not be construed as a solicitation or offer to buy or sell securities or any other financial instrument. Past 
performance is not a guarantee of future results.
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