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LAST WEEK IN REVIEW

A sharp decrease in longer-term bond yields appeared to help push the S&P 500 Index to a record high 
in a week of relatively light summer trading. The decline in yields favored growth stocks by reducing 
the implied discount on future earnings while weighing on financials by threatening bank lending 
margins. The technology-heavy Nasdaq Composite Index outperformed and marked its fourth 
consecutive weekly gain, while the narrowly focused Dow Jones Industrial Average recorded a modest 
loss. Health care stocks led within the S&P 500, boosted by gains in Biogen. The drugmaker's shares 
rose sharply after the Food and Drug Administration surprised some by granting broad authorization to 
its new Alzheimer's disease treatment, Aduhelm.

Interest rates and inflation seemed to continue to dominate sentiment. The yield on the benchmark 
10-year US Treasury note decreased throughout most of the week. They were seemingly pushed lower 
by recent assurances from Federal Reserve policymakers that they would keep monetary policy highly 
accommodative for "some time" and that the recent spike in inflation would prove temporary. On 
Thursday, yields jumped briefly after the Labor Department reported that core (less food and energy) 
consumer prices had risen 0.7% in May, well above the consensus estimate of 0.4%. The annual 
headline print reached a 13-year high of 5.0%, while the one-month reading totaled 0.6%, primarily 
due to a jump in used car prices.

U.S. – MARKETS & ECONOMY

Longer-term inflation expectations appeared to remain contained, however. The University of 
Michigan's survey of consumer sentiment, released Friday, showed that Americans expected prices to 
rise 4% in the current year, versus the previous month's read of 4.6%. Consumers also grew more 
confident, with the survey's overall sentiment gauge reversing much of May's decline.
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U.S. EQUITY MARKET PERFORMANCE 

Index Friday's Close 
Week Ending 6/11/2021

Friday's Close Week 
Ending

6/11/2021

% Change YTD
Week Ending
6/11/2021

DJIA 34,479.60 -276.79 12.65%

S&P 500 4,247.44 17.55 13.08%

Nasdaq 
Composite

14,069.42 254.93 9.16%

S&P MidCap
400

2,752.17 23.50 19.32%

Russell 2000 2335.81 49.40 18.28%

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. 

Policy developments may have also supported sentiment. On Thursday, a bipartisan group in the 
Senate reached a deal on an infrastructure plan that would not raise corporate taxes, as the Biden 
administration had proposed. The plan would also include USD 762 billion in new spending, 
significantly less than the roughly USD 2 trillion the White House had originally requested. According to 
reports, Republican leaders indicated they were open to the proposal, but it remained unclear if the 
president and Democratic leaders in Congress would agree to the scaled-back plan.

US YIELDS & BONDS

US Treasuries rallied through most of the week as many investors looked to unwind positions that would 
benefit from price declines as the yield on the 10-year US Treasury note fell to its lowest level in three 
months. (Bond prices and yields move in opposite directions.) The broad municipal bond market also 
generated gains through most of the week. According to Lipper data, in addition to the tailwind from 
falling Treasury yields, tax-exempt bond performance was aided by the 14th consecutive week of positive 
flows into municipal bond funds. Traders noted on Wednesday that the ratio of 30-year tax-exempt AAA 
bond yields compared with those of 30-year Treasuries—a gauge of relative value in the municipal bond 
market—reached its lowest level in history.

According to traders, the primary calendar was active in the investment-grade corporate bond market, and 
the heavy supply was met with solid demand. As a result, trading volumes in the secondary market were 
relatively light, and credit spreads—yields relative to Treasuries and an inverse measure of the sector's 
relative appeal—remained largely steady. However, subdued issuance and an increase in demand from 
Asia led spreads tighter on Thursday.
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US TREASURY MARKETS & WEEKLY YIELD CHANGE

3 Mth: +0.01 bps to 0.02%
2-yr:    +0.01 bps to 0.15%
5-yr: -0.04 bps to 0.74% 
10-yr:  -0.10 bps to 1.45%
30-yr:  -0.09 bps to 2.14%

SOURCE: FOR THE WEEK ENDING june 4, 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 – cont.

Traders reported that the high yield space was reasonably quiet for most of the week as broader risk 
markets weighed the inflation versus growth debate, monitored infrastructure spending talks in 
Washington, and awaited inflation data. Although price increases in May were higher than expected, our 
traders noted that investors appeared to continue embracing the transitory inflation thesis for the time 
being.

Source: Hedgeye.com

INTERESTING NEWS OVERSEAS

Shares in Europe gained ground for a fourth consecutive week, lifted in part by the European Central 
Bank's (ECB) pledged to continue its high rate of bond purchases into the coming quarter. In local-currency 
terms, the pan-European STOXX Europe 600 Index ended 1.09% higher. France's CAC 40 Index rose 1.30%, 
while Italy's FTSE MIB Index advanced 0.57%. Germany's Xetra DAX Index was little changed. The UK's FTSE 
100 Index gained 0.92%.

Eurozone government bond yields largely fell, reflecting the ECB's commitment to continue its bond-
buying program at the current pace for another quarter. The central bank forecast also called for inflation 
to subside and come in well below its target in 2023. UK gilt yields broadly tracked yield in core markets.

Using the same playbook as the Fed, the ECB left its key policy measures unchanged and said that it would 
maintain emergency bond-buying at a higher pace for the next quarter, even though the central bank's 
updated forecasts called for higher rates of inflation and economic growth. ECB President Christine 
Lagarde said at a press conference that inflation would accelerate this year and then slow in 2022. Again, 
the global central bankers' theme, keep printing money, keep buying bonds.
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INTERESTING NEWS OVERSEAS – cont.

The ECB expects eurozone inflation of 1.9% in 2021, up from the previous estimate of 1.5%. The central 
bank's revised forecast calls for inflation to slow to 1.4% in 2023. The eurozone economy is expected to 
grow 4.6% this year and 4.7% next year—in both instances, a 60-basis point increase from the ECB's 
previous forecast. The ECB said the risks to growth are now "balanced" rather than skewed to the 
downside.

In the UK, outgoing Bank of England (BoE) chief economist Andy Haldane warned that the BoE could face 
an inflationary spiral if it does not act quickly. In April, the economy expanded 2.3%, the fastest rate since 
July, driven by growth in services as lockdown measures eased.

Lastly, Chinese stocks fell for a second week. According to Reuters, the CSI 300 Index of large-cap stocks 
fell 1.1%, while the broader Shanghai Composite Index edged down 0.1%. In addition, news that the 
authorities in Guangzhou renewed COVID-19 controls in the face of a fresh outbreak in the southern 
coastal city weighed on sentiment early in the week. In response, Macau banned nonresidents from 
entering the offshore enclave via the neighboring Guangdong province, causing casino shares to weaken.

More positively, state media reported that the US and China agreed to renew talks on improving trade and 
investment ties. At the same time, US President Biden said he would review a Trump administration 
decision to ban Chinese mobile apps TikTok and WeChat. In addition, Traders noted interest 

In China's bond markets, the trend in yields since late May has been gradually higher. The 10-year Chinese 
government bond yield rose four basis points to close at 3.15% following higher producer price inflation. 
The RMB (renminbi) finished flat against the US dollar in a week marked by near-zero volatility in currency 
markets.

THE WEEK AHEAD

The US Federal Reserve is expected to maintain an ultra-loose monetary stimulus at the end of its two-day 
meeting on Wednesday, with all eyes turning to comments from Fed Chair Jerome Powell for clues about 
the central bank's latest view on inflation. Few policymakers have been urging the central bank to start 
debating how and when to reduce its support for the economy. Still, others warned that inflationary 
pressures are temporary, and substantial further progress towards the central bank's employment and 
inflation goals is still needed. On the economic data front, notable publications are retail sales, industrial 
production, building permits, and housing starts, producer and foreign trade prices, business inventories, 
NY Empire State Manufacturing Index, Philadelphia Fed Manufacturing Index, NAHB Housing Market Index, 
and overall net capital flows.

Have a great week.

Stephen Colavito, Jr.
Managing Director
Chief Investment Officer – Private Wealth
Chief Market Strategist
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