
SUMMARY:
U.S. equities finished higher last week, with the S&P 500 up 0.9%.  Credit went to 
a strong batch of earnings and upbeat corporate commentary.  Treasuries sold off 
with 10-year yields up 7bp to 1.31%.  (A better-than-expected July employment 
report drove a Friday bond selloff.)  The best sectors were financials (+3.6%) and 
utilities (+2.3%); the only down sector was consumer staples (-0.6%).

KEY TAKEAWAYS:
1. The stronger than expected 943,000 rise in non-farm payrolls in July indicates 

that employment growth has shifted into a higher gear.  The unemployment 
rate fell from 5.9% to 5.4%, with average hourly earnings up by 0.4% m/m 
and 4.0% y/y.  The base case remains that the FOMC will communicate in 
September that if the economy continues to progress at the current pace, 
tapering would start around year-end or early 2022.

2. The July Personal Income release shows that consumers are powering the 
U.S. economy.  A lower savings rate implies that households are not hoarding 
their extra cash.  Importantly, spending on services is gathering steam as the 
reopening process progresses.

3. COVID/Delta is having an impact on hospitals but not much else.  Overall, 
consumer foot traffic remains at “normal” levels, even in hard-hit Florida.  
Strong jobs/wages are supporting consumer confidence, offsetting high gas 
prices and virus headlines.

4. 90/90/90.  Nearly 90% of the S&P 500 has reported earnings, with earnings and 
revenue estimates beats nearly 90%.  Earnings have beaten estimates by more 
than 20%.

5. Upward earnings revisions as a percent of total revisions have achieved 
another all-time high.  This is rarely followed by a down stock market of any 
significance.  

6. The U.S. dollar usually weakens when growth momentum rotates from the 
U.S. to the rest of the world, and a weakening dollar usually corresponds with 
outperformance of non-U.S. equities and value stocks.

7. The next two weeks are likely to be the most consequential time period 
for Biden’s fiscal policy agenda.  Once the Senate passes an infrastructure 
package, it will immediately move into debate over the $3.5 trillion budget 
reconciliation resolution, to include tax increases.

8. According to most opinion polls, President Biden has had one of the best starts 
of any president thanks to massive stimulus and reopening.  But some cracks 
are forming as Covid cases, inflation concerns increase, and the honeymoon 
with Congress fades.

9. Treasury yields fell significantly in July (and have generally been falling 
since April).  We continue to view this move as an overreaction to mediocre 
economic data and technical factors that will be reversed this fall when labor 
supply constraints ease, employment surprises to the upside, and the Fed 
announces tapering.

10. U.S. CPI and PPI for July will be reported on Wednesday and Thursday, 
respectively.  Pandemic-related supply constraints, combined with pent-up 
demand, will probably put upward pressure on prices yet again.
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EQUITY MARKETS
(INDEX TOTAL RETURN) LAST WEEK YEAR-TO-DATE

DJIA 0.79% 16.22%

S&P 500 0.96% 19.12%

NASDAQ 1.14% 15.56%

RUSSELL 2000 0.98% 14.41%

RUSSELL 1000 GROWTH 0.96% 17.83%

RUSSELL 1000  VALUE 0.87% 19.01%

INTERNATIONAL 
EQUITY MARKETS
(INDEX NET RETURN)

LAST WEEK YEAR-TO-DATE

MSCI ACWI 0.98% 14.19%

MSCI ACWI EX U.S. 1.04% 8.48%

MSCI EAFE 1.05% 10.80%

MSCI EM 1.18% 1.40%

S&P EQUITY SECTORS
(INDEX TOTAL RETURN) LAST WEEK YEAR-TO-DATE

COMMUNICATION 
SERVICES 0.74% 24.87%

CONSUMER 
DISCRETIONARY 0.37% 11.24%

CONSUMER STAPLES -0.54% 7.12%

ENERGY 0.37% 34.09%

FINANCIALS 3.60% 29.64%

HEALTHCARE 0.67% 18.12%

INDUSTRIALS 0.18% 17.65%

INFORMATION 
TECHNOLOGY 0.98% 19.31%

MATERIALS 0.16% 17.02%

REAL ESTATE 0.72% 29.95%

UTILITIES 2.31% 9.29%



Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com DD-WKLY-COMM-1.10  08/21 

Data from Morningstar Direct, as of 8/9/2021.

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary 
investment management services to mutual funds, institutions, and individual clients. Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement Form ADV (Parts 2A and 2B) and Form CRS, and once a properly executed investment advisory agreement has been entered 
into by the client. 

All Investments are subject to risks, including the possible loss of principal.  Past performance does not guarantee future results. 

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

This content may not be reproduced, copied or made available to others without the express written consent of Crossmark.

ECONOMIC GROWTH DECELERATION INEVITABLE, BUT TO 
STILL STRONG LEVELS
One of the most challenging aspects of the current climate is determining where 
we are in the investment cycle.  The global economy is still in the early stages of 
a recovery from the COVID-19 pandemic with periodic interruptions such as the 
surge in the Delta variant. Yet, many traditional growth momentum metrics are 
at or near past cycle highs.  Risk asset valuations are consistent with late-cycle 
conditions, as are U.S. corporate profit margins.  Safe-haven government bond 
valuations are consistent with an ongoing economic emergency.

Monetary and fiscal policy bridge the gap between the real economy and capital 
markets pricing.  Negative real central bank policy rates have pushed investors 
into risk assets and valuations to elevated levels.  Meanwhile, investors have 
mostly accepted that the current burst of inflation will prove transitory, enabling 
central banks to maintain “low forever” interest rates.  Indeed, central banks 
have embraced the notion that policies consistent with last year’s economic 
emergency should be extended until inflation is sustainably above their target.  In 
its latest policy statement, the Fed argued that it expects to maintain the current 
policy rate “until labor market conditions have reached levels consistent with the 
Committee’s assessment of maximum employment.”

Despite the Fed’s stated commitment, it is difficult to reconcile the notion that 
economic growth can be sufficiently strong and enduring for the U.S. to achieve 
maximum employment alongside deeply negative real U.S. Treasury yields.  
However much the Fed and other central banks lean against it, interest rates will 

rise if healthy economic growth is sustained, as we expect.  In fact, the longer central banks lean against the normal tendency of bond yields 
to rise during expansions, the greater the risk that broad-based inflationary pressures will intensify, eventually triggering an abrupt and sharp 
rise in long-term interest rates, with adverse ramifications for risk asset prices.  While that day is not on the near-term horizon, the inherent 
contradictions in the price of risk assets and the level of real interest rates against a backdrop of an early-stage economic recovery argue 
against a fully-invested investment posture.  Moreover, the initial growth acceleration phase gives way to more moderate growth, increasing 
investor uncertainty about underlying trends.

The recent decline in bond yields warrants positioning fixed income at maximum underweight given the current depressed level of yields.  
Despite its poor return, we maintain neutral or slightly above neutral exposure to equities and are willing to hold some cash.  We expect 
stocks to outperform bonds on a 6-12 month horizon.

CONCLUSION:
The global economy’s transition from accelerating to more moderate growth over the next 6-12 months implies more muted returns for 
stocks.  Rising earnings will provide substantial ballast for stocks, but an inevitable rise in bond yields will eventually be a constraint.

FIXED INCOME MARKETS
(INDEX TOTAL RETURN) LAST WEEK YEAR-TO-DATE

BLOOMBERG BARCLAYS
U.S. AGGREGATE BOND -0.42% -0.92%

BLOOMBERG BARCLAYS 
U.S. CORP HIGH YIELD -0.19% 3.81%

BLOOMBERG BARCLAYS 
U.S. GOV/CREDIT -0.49% -1.16%

BLOOMBERG BARCLAYS
U.S. T-BILL 1-3 MONTH 0.00% 0.02%

ALTERNATIVES
(INDEX TOTAL RETURN) LAST WEEK YEAR-TO-DATE

FTSE NAREIT 
(REAL ESTATE) 0.40% 26.63%

DJ COMMODITIES -2.17% 22.33%

RED ROCKS GLOBAL 
LISTED PRIVATE EQUITY 1.44% 26.52%

DB G10 CURRENCY 
FUTURES 0.59% 2.86%
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