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Market Update 
2nd Quarter review and a 
look forward

Cryptocurrencies 101

One of the most anticipated comebacks of 2021 
is summer travel, and it appears to be back 
with a vengeance.
Travel agents are working 14-hour days to meet the needs of eager travelers. 
People aren’t just taking road trips, either; airports are reporting being at 80% 
of pre-COVID capacity, while the TSA screenings reached two million per day 
for the first time since the pandemic!

If you’re planning to take a trip this summer, keep in mind that prices for gas 
and tickets don’t merely reflect recent inflation, but also an increased demand.   

These summer travel stats show an industry in recovery and a nation eager 
to get out of the house. Whatever your plans may be, we hope you enjoy the 
season and look forward to hearing all about your travels. 
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MARKET UPDATE

2nd Quarter Performance Review
The S&P 500 had a strong start to 
the second quarter, thanks to numer-
ous positive developments. First, 
the pace of vaccinations in the U.S. 
accelerated in April, with daily vacci-
nations hitting a peak of more than 
three million per day. At the same 
time, the number of new COVID-19 
infections fell dramatically. This 
helped numerous states fully reopen 
their economies or prompted the an-
nouncement of plans to do so. That 
served as a positive signal to inves-
tors that a return to a pre-pandemic 
environment was now imminent. 

In a reversal from the first quarter, 
the Nasdaq outperformed both the 
S&P 500 and Dow Jones Industrial 
Average, due to a June rally in technol-
ogy shares. By market capitalization, 
large-cap stocks outperformed small-
cap stocks, which was a reversal from 
the previous two quarters. From an 
investment-style standpoint, growth 
outperformed value. The rally in the 
tech sector combined with investors 
positioning for the possibility that the 
intensity of the economic recovery 

may wane in the coming months 
contributed to growth stocks taking 
the lead. 

Meanwhile, the Federal Reserve 
reiterated its support for the econ-
omy, giving investors confidence in 
the sustainability of the economic 
recovery. The market rally paused in 
May, and resumed in early June, as 
more state economies returned to 
pre-pandemic normal. Measures of 
economic activity remained strong, 
and certain statistics implied that 
inflation pressures were starting to 
ease, possibly validating the Fed’s 
belief that surging inflation is just 
temporary. 

On a sector level, 10 of the 11 S&P 
500 sectors realized positive returns 
in the second quarter with real estate 
and tech outperforming the others. 
The real estate sector was boosted 
by a decline in mortgage rates com-
bined with consumers returning to 
malls and shopping centers. A drop 
in Treasury bond yields helped fuel 
the rotation back to tech stocks. The 
only sector that had negative returns 
for the quarter was utilities.

Introducing our newly  
licensed Wealth Advisor:  
Sammie Guajardo! 

Sammie is a Wealth Advisor and 
Marketing Coordinator for our team. 
As a Wealth Advisor, Sammie 
creates customized plans that 
help clients pursue their short- and 
long-term goals. She is committed 
to continue working with clients to 
help them implement those plans. 
She also aids the team by executing 
marketing strategies that foster 
relationships with future clients and 
keeps our current clients up-to-date. 

Sammie obtained her Bachelor 
of Arts degree in advertising and 
communications from the University 
of Texas and has over 10 years 
of marketing experience in the 
hospitality industry. She has also 
worked for major entertainment 
groups in Texas and Oregon. When 
not in the office, she enjoys spending 
time with her husband and two dogs. 
They like camping, hiking, paddle 
boarding and exploring Oregon. 

Sammie is an Investment Advisor 
Representative and Registered 
Representative with LPL Financial.  
She has her Series 7 and 66 Securities 
registrations held with LPL Financial.
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Internationally, foreign markets saw 
positive returns in the second quarter 
due to further declines in COVID-19 
cases, rising vaccination rates, and 
more widespread economic reopen-
ings across the EU and UK. Emerging 
markets also rallied in the second 
quarter on hopes of a global economic 
recovery. They slightly underperformed 
foreign developed markets as the 
Chinese government reduced support 
for its economy. Foreign developed 
markets again lagged the S&P 500.

Commodities posted strong gains for 
the third quarter in a row and once 
again outperformed the S&P 500 this 
past quarter. Gold, meanwhile, posted 
a small gain as investors rotated back 
to gold following a spike in inflation 
metrics, combined with an increase in 
volatility in Bitcoin. 

Second quarter total returns for most 
bond classes were positive, as investors 
took advantage of relatively higher bond 
yields. In bond markets, longer-duration 
bonds outperformed those with shorter 
durations. That substantial outperfor-
mance was driven by the market’s view 
that the increase in inflation was indeed 
temporary, combined with effective 
messaging by the Fed that interest  
 

rates would remain near 0% for the 
foreseeable future.

In the corporate debt markets,  
investment grade bonds solidly  
outperformed lower-quality, high-
er-yielding bonds. That investment 
grade outperformance reflects 
confidence in the sustainability of 
the U.S. economic recovery, but 
also acknowledges that the pace of 
economic growth may moderate in 
the coming months.

3rd Quarter Market Outlook
Markets reflected a legitimate  
improvement in the macroeconomic 
outlook during the second quarter 
as substantial progress against the 
pandemic helped underwrite the gains 
in stocks. But that strong performance 
should not be taken as a signal that 
risks no longer remain, and in fact the 
next three months will bring important 
clarity on several unknowns including 
inflation, future Federal Reserve policy, 
and the pandemic. 

Regarding inflation, some metrics in 
June implied that the spike in inflation 
during the second quarter is starting 
to reverse, but that debate is far from 
settled. To that point, no one knows 

what the trillions in pandemic stimulus 
combined with 0% interest rates and 
the Fed’s ongoing QE program will 
do to inflation over the longer term. If 
this sudden surge in inflation is indeed 
just temporary, we should see more 
conclusive evidence of that during the 
third quarter. 

Finally, despite significant progress 
against COVID-19 in the U.S., the 
pandemic is not over. The “Delta” 
COVID-19 variant was behind the 
surge in cases in many countries. 
Even though vaccines seem effec-
tive in treating the “Delta” variant, 
there remains a possibility that a new 
COVID-19 variant appears and renders 
the vaccines to be less effective. If 
that happens, markets will become 
concerned that progress towards a 
return to economic “normal” will be 
reversed, and that may cause volatility.

We understand the risks facing both 
the markets and the economy, and we 
are committed to helping you effec-
tively navigate this still-challenging 
investment environment. Successful 
investing is a marathon, not a sprint, and 
even temporary bouts of volatility as we 
experienced during the height of the pan-
demic are unlikely to alter a diversified 
approach set up to meet your long-term 
investment goals.

Our plans are designed based on your 
financial position, risk tolerance, and 
investment timeline. Therefore, it’s criti-
cal for you to stick to the plan that we’ve 
created with you. 
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Securities and advisory services offered through LPL Financial, a registered investment advisor. Member FINRA/SIPC. The views expressed 
herein are not necessarily the opinion of LPL Financial and should not be construed, directly or indirectly, as an offer to buy or sell securities that are mentioned. All indexes 
are unmanaged and cannot be invested into directly. Unmanaged index returns do not reflect fees, expenses, or sales charges. Index performance is not indicative of the 
performance of any investment. All return figures are as of December 31, 2020, unless otherwise stated. This article is for informational purposes only. Economic forecasts set 
forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful. This information is not intended to be a substitute for specific 
individualized tax, legal or investment-planning advice, as individual situations will vary. For specific advice about your situation, please consult with a lawyer or financial 
professional. Past performance is no guarantee of future results.

Complimentary Consultation!  
If you are not a client with us, we would like to offer you a one-hour, complimentary, private 
consultation with one of our Wealth Advisors. To schedule, please call us at 458.777.4458 and 
someone from our team will be happy to assist you!

Cryptocurrencies have been in the 
news lately. Here is a basic overview. 
Cryptocurrencies were designed to be a 
means of digital currency as an alternative to 
traditional currency. The hope was to use this 
currency as a form of payment to buy goods 
and services. As of today it doesn’t substitute 
for traditional currencies for goods most 
people buy. 

Mining 
Mining is the process of verifying and 
recording transactions on the blockchain 
ledger. For example, the maximum number 
of Bitcoins that can be created through 
mining is 21 million. As of May 2021, there 
were 2.2 million Bitcoins left to be mined. 

Over 50% of the world’s cryptocurrency 
was mined in China using custom-built 
computers with a high hashrate. Hashrate, 
or the rate at which calculations can be 
performed, is a crucial factor for those who 
“mine” cryptocurrency. The higher the 
hashrate, the more calculations that can 
be completed per second, and the more 
cryptocurrency that can be mined. However, 
these super-powered machines also require 
a phenomenal amount of power—enough to 
overload local infrastructure in some cases. 

Blockchain (Source: Forbes.com) 
Blockchain is the innovative database 
technology that’s at the heart of nearly 
all cryptocurrencies. By distributing 
identical copies of a database across an 
entire network, blockchain makes it very 

difficult to hack or cheat the system. While 
cryptocurrency is the most popular use for 
blockchain presently, the technology offers 
the potential to serve a very wide range of 
applications. 

The name blockchain is hardly accidental: 
The digital ledger is often described as a 
“chain” that’s made up of individual “blocks” 
of data. As fresh data is periodically added 
to the network, a new “block” is created 
and attached to the “chain.” This involves 
all nodes updating their version of the 
blockchain ledger to be identical. 

Bitcoin  
Bitcoin is most often the initial access point 
to the broader world of cryptocurrency, 
while its finite supply is a unique feature 
that creates a natural scarcity regardless of 
demand. The longer track record, inherent 
scarcity, and the network effect of over 70 
million Bitcoin wallets in existence provide an 
advantage over comparable cryptocurrencies. 

Ethereum 
Ethereum should be considered more of 
an open-sourced software platform with a 
native cryptocurrency called Ether. Ethereum 
acts not only as a decentralized peer-to-
peer payment network but can also include 
protocols to generate smart contracts. Smart 
contracts are self-executing agreements with 
the terms between parties written directly 
into the code. The Ethereum blockchain 
is considered Turing Complete, meaning 
that if given enough time and memory, the 

software can theoretically be programmed 
to complete any task. This flexibility has led 
to a completely new field of finance called 
“DeFi,” short for decentralized finance. 

Stablecoins  
Stablecoins are cryptocurrencies seeking to 
maintain a stable value relative to another 
asset, most often the U.S. dollar. By market 
capitalization, the largest Stablecoins today 
are USD Coin and Tether, neither of which 
are affiliated with the U.S. Government. For 
each unit of USD Coin and Tether, they aim 
to hold an equivalent amount of U.S. Dollars 
in reserves. If the U.S. were to sponsor a 
cryptocurrency backed by the Treasury, such 
a coin would be included in this classification. 

Altcoins  
Outside the world of Bitcoin, Ethereum, and 
Stablecoins, there exists an overwhelmingly 
large number of Altcoins. This space is 
largely composed of cryptocurrencies 
with small market caps and limited trading 
volume. Altcoins include cryptocurrencies like 
Litecoin, Dogecoin, and Cardano. 

With all of this in mind, it’s more important 
than ever to be aware of your risk 
tolerance if you’re thinking about exploring 
cryptocurrency. Cryptocurrency is not a 
currency at all. It’s a speculative asset class 
that is not appropriate for everyone. Only 
people with a high-risk tolerance should 
consider cryptocurrency assets.

CRYPTOCURRENCIES 101


