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LAST WEEK IN REVIEW

Last week stocks rebounded from the previous week's declines, bringing the S&P 500 Index and the 
technology-heavy Nasdaq Composite index to new highs and helping both record their best weekly 
gains since early April. Stocks moved steadily higher through much of the week, if on generally 
lackluster summer volumes. Energy shares fared best within the S&P 500 as oil prices reached their 
highest levels since October 2018 on falling global inventories. Utilities and real estate stocks lagged.

Moderating inflation fears and the PPT (plunge protection team) may have factored in helping reverse 
the previous week's drop. Some signs emerged that supply chain pressures that had caused a spike in 
commodity prices were easing. Lumber prices continued a sharp decline from record highs, and metal 
prices came under pressure as China released stockpiles to cool the market.

On Thursday, Bloomberg reported that prices in the wholesale used car auction market had peaked, 
suggesting that retail vehicle prices might soon follow. According to Bloomberg, the sharp increase in 
used car and truck prices has contributed roughly one-third of the recent overall rise in consumer 
prices. Federal Reserve Chair Jerome Powell's testimony to Congress on Tuesday, in which he restated 
policymakers' belief that the recent spike in inflation could prove temporary (or wishful thinking).

Later in the week, economically sensitive securities got a boost from news of an agreement on a 
bipartisan infrastructure deal. On Thursday morning, President Joe Biden announced that a bipartisan 
group of 10 Senators had agreed on a plan for roughly USD 1 trillion in infrastructure spending over the 
next five years. However, the bill has yet to be drafted, and many expect it to face resistance from both 
ends of the political spectrum.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 6/25/2021

Friday's Close Week Ending
6/25/2021

% Change YTD
Week Ending

6/25/2021

DJIA 34,433.84 1143.76 12.51%

S&P 500 4,280.70 114.25 13.97%

Nasdaq 
Composite

14,360.39 330.01 11.42%

S&P MidCap
400

2,726.48 114.58 18.20%

Russell 2000 2,334.48 96.73 18.21%

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.

LAST WEEK IN REVIEW – cont. 

U.S. – MARKETS & ECONOMY 

The week's economic data may have also helped calm fears about economic overheating and inflation. 
Several figures released during the week indicated healthy expansion but came in below consensus 
estimates. Durable goods orders rose less than expected in May, with many analysts pointing to supply 
chain issues, while weekly jobless claims came in higher than expected, at 411,000. New home sales fell 
5.9% in May, and previous months' sales were revised lower, with many builders citing materials 
shortages and costs.

IHS Markit's gauge of June manufacturing activity beat expectations and climbed to a record 62.6 (with 
readings above 50 indicating expansion). Conversely, the firm's services gauge came in much lower than 
anticipated (64.8)—if off another all-time high of 70.4 in May. Finally, personal spending was flat in May, 
defying expectations for a 0.4% gain. Supply shortages, particularly in autos, again appeared to be at 
work.

Source: LA Daily News



3

US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth: +0.01 bps to 0.04%
2-yr:    +0.02 bps to 0.27%
5-yr: +0.18 bps to 0.92% 
10-yr:  +0.08 bps to 1.52%
30-yr:  +0.14 bps to 2.15%

SOURCE: FOR THE WEEK ENDING June 25, 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 

Despite the early week optimism, Inflation fears seemed to resurface late in the week. The yield on the 
benchmark 10-year Treasury note jumped on Friday morning following a report that the Fed's preferred 
inflation gauge—the core (less food and energy) personal consumption expenditures index—had risen 
0.5% in May, bringing the year-on-year increase to its fastest pace (3.4%) since 2008 (but don't worry, the 
Fed says its "transient")

Treasury prices fell as yields increased, but strong cash flows into municipal bond funds supported the tax-
exempt market. Traders I spoke with reported that there appears to be less urgency among portfolio 
managers industrywide to invest new flows, however. In signs of diminishing fiscal strains, Fitch Ratings 
revised its outlook on State of Illinois bonds to positive from negative (I still wouldn't buy them), and S&P 
moved its outlook for the nonprofit health care sector to stable from negative.

As new issuance in the investment-grade corporate bond market slowed throughout the week, trading 
volumes became more robust, and bonds across all maturities saw healthy demand. The high yield market 
was reasonably quiet but stronger as sentiment appeared to be primarily positive.

INTERESTING NEWS OVERSEAS

European shares rose in volatile trading, buoyed by a reaffirmation of ultra-loose monetary policy and a 
bipartisan agreement on a huge US infrastructure spending plan. The pan-European STOXX Europe 600 
Index ended the week 1.23% higher. The main stock indexes also posted gains. Germany’s Xetra DAX Index 
rose 1.04%, France’s CAC 40 0.82%, and Italy’s FTSE MIB 1.16%. The UK's FTSE 100 Index added 1.69%.

Core eurozone government bond yields ended the week marginally higher. German bund yields initially 
tracked rising Treasury yields and were then lifted further by solid purchasing managers' index (PMI) data 
and business confidence readings. However, yields then fell in sympathy with the Bank of England's (BoE) 
dovish outlook before inching back up ahead of Friday's US inflation print. Peripheral eurozone bond yields 
also fluctuated, while UK gilt yields ended lower after the BoE reaffirmed its belief that near-term inflation 
strength would be transitory (yes, they think inflation is transitory as well).

Using the transitory dog whistle allowed European Central Bank President Christine Lagarde to tell the 
European Parliament committee it was important "not to withdraw support too early." She said the 
outlook for the eurozone economy was "brightening," and economic activity "should improve strongly" in 
the second half of the year. She also said rising inflation would start declining at the start of 2022 as 
temporary factors fade out.
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INTERESTING NEWS OVERSEAS – cont.

Yet, shortly after her speech, a survey of purchasing managers showed that an index of eurozone output 
rose to 59.1 in June, the fastest pace of growth in 15 years, versus 57.1 in May, as the economy continued 
to reopen and the services sector posted further substantial expansion, according to IHS Markit. 
Meanwhile, business confidence in the outlook rose to the highest since future sentiment data were first 
available in 2012.

Japanese stocks had a tumultuous start to the week, falling sharply on the first trading day before 
rebounding on the second. Sentiment soured after the US Federal Reserve's hawkish pivot increased 
worries about an earlier-than-expected tapering of its accommodative policies. Reassurances from the 
central bank that it will continue its supportive stance to ensure the sustained improvement of the 
economy helped stabilize markets. The Nikkei 225 Index returned 0.35% for the week. The TOPIX was up 
0.83%.

The Japanese yen fell against the US dollar to its lowest level since March 2020 during the week. 
Sentiment for the yen weakened amid disappointing domestic economic data. At the same time, the 
minutes of the April meeting of the Bank of Japan's (BoJ's) monetary policy committee highlighted 
agreement among policymakers that the massive stimulus measures deployed by advanced nations may 
help quicken the pace of recovery in the Japanese and global economies. This reinforced market 
expectations of continuity in the BoJ's accommodative monetary policy. Against this backdrop, the yield on 
the Japanese 10-year government bond fell to 0.05%.

Lastly, China's large-cap CSI-300 Index added 2.7%, and the Shanghai Composite Index rose 2.3%, ending a 
three-week losing streak. Financial stocks led the rally after the People's Bank of China (PBoC) injected 
liquidity into the financial system for the first time since February. Renewable energy names did well after 
China's National Energy Administration announced that over 50% of rooftop spaces on government 
buildings would be reserved for solar panels, with lower targets for schools, hospitals, and other types of 
buildings. Domestic leisure and travel stocks also advanced amid reports that China may not open its 
international borders this year.

Source: Focabulary



THE WEEK AHEAD

The US jobs report could show a payroll increase of 675 thousand in June, after a smaller-than-expected 
559 thousand rise in May, as broader business reopenings continue to boost economic activity and 
demand for labor. Meanwhile, the ISM Manufacturing PMI survey should point to a robust pace of 
expansion in factory activity, not far from March's 37-year high and despite the ongoing supply 
constraints. Other notable publications are foreign trade figures, construction spending, ADP 
employment change, pending home sales; Case-Shiller home prices; Chicago PMI; Dallas Fed 
Manufacturing Index; and the final reading of Markit Manufacturing PMI.
Have a great week.
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