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LAST WEEK IN REVIEW

Last week the major indexes ended the week mixed after the S&P MidCap 400 Index joined the S&P 
500 and Nasdaq Composite indexes in reaching new intraday highs on Thursday. The small real estate 
sector outperformed within the S&P 500, while financials lagged. Trading volumes were generally 
subdued during what is widely considered the last week of the summer vacation season. In addition, 
markets will be closed Monday in observance of Labor Day.

Traders observed that anticipation of the Labor Department’s closely watched monthly payroll reports 
loomed large over sentiment through much of the week. On Wednesday, payrolls firm ADP released its 
own tally of August private-sector job gains, which came in well below expectations. But, according to 
traders, the bad news was primarily taken as good news (surprise), as it seemed to make the Federal 
Reserve less likely to begin tapering asset purchases later this year.

U.S. – MARKETS & ECONOMY
The slowdown in employment gains was confirmed in the official August report on Friday, which 
seemed to provoke a mixed reaction in markets. Nonfarm payrolls grew by 235,000 versus consensus 
expectations for a gain of around 750,000. However, previous months’ gains were revised higher, and 
the unemployment rate fell to a new pandemic-era low of 5.2%. While the impact of the delta variant 
of the coronavirus was clear—hiring in leisure and hospitality ground to a halt in August—many 
observers pointed to constraints in labor supply rather than lower demand. Indeed, weekly jobless 
claims, released Thursday, fell again to their lowest level since March 2020, and average hourly 
earnings jumped 0.6% in August, roughly double expectations.

I anticipate that when school begins, it could allow some parents to rejoin the workforce. At the same 
time, the coming end of extended unemployment benefits should also result in some increase in the 
labor supply. Those states that have already cut benefits generally have lower unemployment levels. 
However, the number of people not looking for work because of coronavirus remained stuck in August 
at around 1.5 million for the third consecutive month, while the recovery in child-care employment 
and spending has stalled.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 9/3/2021

Weekly (+/-) Point 
Change

9/3/2021

% Change YTD
Week Ending

9/3/2021

DJIA 35,369.09 -86.71 15.56%

S&P 500 4,535.43 26.06 20.75%

Nasdaq 
Composite

15.363.52 234.02 19.21%

S&P MidCap
400

2,760.55 -6.51 19.68%

Russell 2000 2,282.05 14.90 16.06%

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 delta variant appeared to be taking a smaller toll on the manufacturing sector. However, 
companies and suppliers surveyed by the Institute for Supply Management (ISM) reported 
continued struggles with “record-long raw materials lead times, continued shortages of critical 
basic materials, rising commodities prices, and difficulties in transporting products.” The ISM’s 
gauges of both factory and service sector activity—released Wednesday and Friday, respectively—
surprised on the upside. Housing market numbers were weaker, with pending home sales falling in 
July for the second consecutive month.

US YIELDS & BONDS

The jump in hourly earnings appeared to spur inflation fears and increased the benchmark 10-year US 
Treasury note yield on Friday morning, leaving it modestly higher for the week. (Bond prices and yields 
move in opposite directions.) The broad municipal bond market was little changed through most of the 
week and underperformed Treasuries. Light levels of primary market issuance and continued cash flows 
into municipal bond portfolios industrywide helped to preserve a favorable technical backdrop, according 
to our traders.

Steady demand and a lack of new issuance ahead of the holiday weekend created favorable technical 
conditions in the high yield bond market. Some positive economic data fueled growth hopes, and Fed 
Chair Jerome Powell’s dovish Jackson Hole remarks the previous week also supported high yield bonds. 
Traders I spoke with noted that broader risk markets had a largely muted reaction to hawkish commentary 
from the European Central Bank (ECB) on reducing pandemic aid.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth -0.02 bps to 0.03%
2-yr:   -0.01 bps to 0.21% 
5-yr:   -0.02 bps to 0.78% 
10-yr: +0.01 bps to 1.32%
30-yr: +0.02 bps to 1.94%

SOURCE: FOR THE WEEK ENDING September 3,, 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

Last week shares in Europe were little changed as investors assessed signs of slowing economic 
momentum. In local currency terms, the pan-European STOXX Europe 600 Index ended the week roughly 
flat. Major indexes were mixed. Germany’s Xetra DAX Index fell 0.45%, while Italy’s FTSE MIB Index gained 
0.22%. France’s CAC 40 Index and the UK’s FTSE 100 Index were almost flat.

Core eurozone, government bond yields, rose on higher-than-expected eurozone inflation and hawkish 
commentary from some ECB policymakers, who called for a reduction in the purchase pace of the 
Pandemic Emergency Purchase Program. Peripheral eurozone and UK government bond markets mostly 
tracked core markets.

Eurozone inflation accelerated more than forecast to 3% in August—up from 2.2% in July and well above 
the ECB’s 2% target. According to the EU’s statistics agency, higher energy, food, and industrial goods 
prices drove the increase.

In the land of the rising sun, news of Prime Minister Yoshihide Suga’s resignation contributed to a strong 
rally in Japanese equities, removing some political uncertainty and raising expectations of increased 
economic stimulus. In addition, Japan’s accelerating COVID-19 vaccination drive underpinned Gains. The 
Nikkei 225 Index soared 5.38%, while the broader TOPIX Index rose 4.49%, reaching a 30-year high. The 
10-year Japanese government bond yield rose to 0.04% (from 0.02% at the end of the previous week), 
while the yen weakened slightly to JPY 109.98 against the US dollar (from 109.83 the prior week).

Chinese stocks rose for a second consecutive week. According to Reuters, the Shanghai Composite Index 
gained 1.7% and outperformed the large-cap CSI 300 Index, which rose 0.3%.

According to mainland broker CITIC, Chinese companies posted robust earnings for the June quarter, with 
a 36% annual increase in earnings per share. Upstream resources sectors saw the strongest earnings 
growth, followed by new energy vehicles and semiconductors. On the other hand, the consumer, 
pharmaceutical, and telecom sectors lagged. On a two-year basis, to smooth out impacts from the 
pandemic, net profits increased by over 10% over the second quarter of 2019, according to CITIC.

On Thursday, President Xi Jinping announced the launch of a new stock exchange in Beijing. The new 
exchange aims to provide equity financing for small and mid-size enterprises and reflects China’s strong 
commitment to its capital markets. 
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THE WEEK AHEAD

With the shortened week, the markets will pay attention to two economic reports: the Producer Price 
Index (PPI) and Consumer Credit report.  Both are due this week.

Have a great week.
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