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1. Vaccine Rates and Reopening
As we head into the second half of the year, vaccine rates are largely 
determining the emergence of countries into the post-COVID era. 
Unfortunately, the pattern is far from uniform. As the Delta variant rages 
through Europe and developing countries, it is particularly younger 
people who are becoming infected, but this is putting pressure on 
businesses striving to reopen for the popular tourist season. 

2. How “Real” is the Market Growth to Date?
The desire to write the next chapter of the recovery and economic growth 
is real, but, for now, things remain a little distorted by the “base effect.” 
With buoyant economic growth forecasted for the balance of 2021, we 
are still trying to pick apart if this represents just a recovery from a low 
base (in 2020) or a re-establishment of the strong growth trajectory that 
persisted since the financial crisis of 2008. 

Five Considerations Impacting the 
Remainder of 2021

3. Familiar Market Uncertainty
There is also a mild sense of whiplash as the COVID recovery narrative 
seems to have been twisted by the rise of the Delta variant, at times 
referred to as a pandemic for the unvaccinated. Faced with this ongoing 
uncertainty, markets seem to be less plumbing for a bottom than fishing 
for answers. The noise of bitcoin and other cryptocurrencies as well as 
meme stocks, while a spectacle, is unlikely to move the needle much 
for mainstream investors who have broadly steered clear of this area.

4. The Looming Concern Over Inflation
Supply chain disruptions and rising energy prices have stoked 
inflationary concerns again, although the US Fed remains steadfast that 
this is a transitory phenomenon not currently meriting a policy response.  

5. Mixed Signals Between Equity and Bond Markets
Equity markets continue to inch higher, although perhaps with a few more 
jitters over past weeks. Bond yields have also headed lower, reflecting 
strong demand and little wariness of imminent rate rises. Lower yields 
have been a catalyst for increased demand for private assets.
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Current Macro Snapshot 
Driving in the fog: 

There is a concept of the “fog of war,” defined as the uncertainty in situational awareness as to one’s own capability, adversary capability 
and adversary intent during an engagement, operation or campaign. Just as the fight against COVID-19 was couched as a war, perhaps 
there is still some fog remaining there too. The COVID-recovery period in markets has been ripe with ambiguities, both during and following 
the vaccination rollout – ambiguities such as the sustained strength in bonds (resulting in low yields), the recent rally in the USD as well as the 
strength in tech and so called “stay at home” stocks, even while consumers no longer seem to be staying at home.  

Source: Bloomberg 
The U.S. Dollar Index (USDX) indicates the general int’l value of the USD. The USDX does this by averaging the exchange rates 

between the USD and  major world currencies. The ICE US computes this by using the rates supplied by some 500 banks. 
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Inflation – transitory or not?  

The dominant macro story of the quarter continues to be the stubborn persistence of higher-than-trend inflation. The year-on-year figure for 
June’s Consumer Price Index (CPI) was 5.4%, the highest year-on-year increase since August 2008, which was not a particularly auspicious 
time for markets. While the Fed has resolved to not react in a knee-jerk fashion and regards most of the current inflation impulses to be 
“transitory” – arising out of temporary supply chain disruptions or the recommencement of economic activity – markets, at times, seem 
unwilling to take them at their word. When this happens, jitters prevail.

INVESTMENTREPORT 2
®



 $90

 $95

 $100

 $105

 $110

 $115

 $120

Mar
2020

Apr
2020

May
2020

Jun
2020

Jul
2020

Aug
2020

Sep
2020

Oct
2020

Nov
2020

Dec
2020

Jan
2021

Feb
2021

Mar
2021

Apr
2021

May
2021

Jun
2021

Food & Beverage Commodities Sevices
Education & Communication Recreation Fuels and Utilities
Transportation

There is also rising chatter about worker shortages, and it is clear that there is also abundant froth around house prices, with housing prices 
continuing their surge higher given low mortgage rates and ample demand:

Source: Bureau of Labor Statistics, retrieved from Bloomberg.
United States CPI Urban Consumers indices shown, non-seasonally adjusted. Index values 
are normalized as of 03/31/2020 (March 2020=$100 base), percent of change shown.

Source: S&P Dow Jones Indices LLC, S&P/Case-Shiller U.S. National Home Price Index, 
retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/

CONSUMER PRICE INDEX: TRENDS IN GOODS & SERVICES 
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Source: U.S. Bureau of Economic Analysis, Personal Consumption Expenditures, retrieved 
from Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/PCE

PERSONAL CONSUMPTION EXPENDITURES

Source: Morningstar; data is inclusive of the US Equity category’s estimated net flows 
and includes active and passive US open-end mutual funds and ETFs.

EQUITY – US OPEN-END & ETF ESTIMATED NET FLOWS (BILLIONS)
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It is also quite clear that the consumer is back and spending at levels higher than seen prior to the pandemic’s shutdown of the economy:

Flows continue – boosting risk assets:
The stock market has stayed buoyant, perhaps discounting the strong growth projections for 2021, and even hinted at bubble valuations 
as it reached new highs. Buoyancy is reflected both by flows and the readiness of investors to discount bad news and base valuations on 
an expected rebound and future forecasts. Equity inflows have shown no sign of abating, driven by both retail and institutional flows. The 
fascination with “meme” stocks – such as Gamestop and AMC – has not abated either. This segment saw intense activity during recent 
months, as did cryptocurrency-related stocks, which were seen to be heavily sensitive to sentiment around the entire area. 
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What kind of a correction is “normal” in a bull cycle?

Any hint of a correction throughout the quarter was driven by rising inflation concerns. The fall in the more speculative cryptocurrency sector 
was even more spectacular. Charts such as this one started to appear, reminding investors (again) of the fact that, even in strong markets, 
meaningful corrections could be witnessed, particularly in its second year (which is what we are in). 

BULL MARKET RETURNS AND DRAWDOWNS

YEAR BULL MARKET BEGAN FIRST YEAR RETURN SECOND YEAR RETURN SECOND YEAR: LARGEST  
INTRA-YEAR PULLBACK

1962 26.7% 17.8% -6.5%

1970 37.1% 7.5% -11.0%

1974 32.0% 25.5% -5.1%

1982 51.8% -7.3% -14.4%

1987 18.8% 26.4% -7.6%

2002 22.2% 11.9% -8.2%

2009 50.3% 20.2% -16.0%

2020 53.7%

Average 36.6% 14.6% -9.8%

Source:  Index = S&P 500 PR index; Morningstar
The index measures the performance of the large-cap segment of the market. Considered to be a proxy of the U.S. equity market, the index is composed of 500 constituent 
companies. Price Return (PR) versions are calculated without adjustments for regular cash dividends. Bull market starts are defined as when the index began recovery off the 
levels that were over 20% below its most recent high.

US and Global Policy Perspective:

In the US, policy changes in the form of tax reform and infrastructure spending seem to send a set of mixed messages – while child benefit 
payments and infrastructure spending will have a stimulus effect in different ways, the tax reform may cause some pre-emptive corporate 
activity and chill markets later. This quarter, the global themes have been more about global divergences in economic activity than flashpoints 
– although unrest in both Cuba and South Africa seems to have been amplified by COVID hardship. Vaccine levels are driving much of  
the divergence.  
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In real assets, oil prices rose sharply higher as consumers hit the road or the skies as lock-downs eased. The momentum there helped boost 
prices in MLPs which continued to recover off pandemic lows and rose 21% for the quarter. Equity REITs also enjoyed another banner 
quarter, up 12%, bringing its year-to-date return to nearly 22%.

CREDIT VALUATION
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Source: Bloomberg. The Bloomberg Barclays US Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes 
USD-denominated securities publicly issued by US and non-US industrial, utility and financial issuers. The Bloomberg Barclays U.S. Corporate High Yield 
Index is an unmanaged, USD– denominated, nonconvertible, non-investment-grade debt index. The index consists of domestic and corporate bonds rated Ba 
and below with a minimum outstanding amount of $150 million. You cannot invest directly in an index. 

OUTLOOK
In the months ahead, it will be interesting to watch for the following:  
◊ Maintaining a lookout for a different kind of recovery from a different kind of recession. There was a K-shaped nature to the recovery 

in the immediate aftermath of COVID; while knowledge workers generally thrived and amassed savings in a seamless shift to remote 
work, lower paid workers, particularly in the service industry, suffered the most setbacks in terms of income and job security. Now, as 
economies reopen, this segment remains under strain, although unemployment numbers have dropped from 15% at their peak to only 
6%, and there are staff shortages anticipated for lower paid roles. Other positive indicators are the relatively high savings and low debt 
levels, not just for consumers, but also among corporations. These are significant differences with the previous recession in 2008, in 
which financial institutions were in the crosshairs of the crisis. This time, they remain well capitalized and supported, and the pain is more 
generally being felt in consumer-facing businesses.

◊ What policy issues will matter most if/when COVID recedes? It has been a bit of a whiplash summer. As soon as rising vaccination 
rates and economy re-openings started to feel normal, fears of the Delta variant led to the re-introduction of mask mandates and a 
lower conviction in the changes. So, it may be too early to call the end of COVID dominating policy decisions. But, if it does recede from 
prominence, it will be interesting to see what other issues start to dominate – tax reform, infrastructure spending, geo-political risk? 

Individual Asset Class Performance:
Up 15.3% YTD as of June 30th, the S&P 500 finished the quarter with its 34th record close of the year. The value-rotation trade continued 
its momentum as we started the second quarter but stalled in the latter half of the quarter. Concerns over potential slowing economic 
momentum, impact of the Delta variant, and potential return to lockdowns, helped growth stocks much as they did in the early days of the 
pandemic in 2020. US markets outperformed international developed and emerging markets due to disparities in vaccination rates and 
inability to fully reopen non-US economies. 

The 10-year Treasury yield fell sharply off year-to-date highs and  finished the quarter at 1.44%, which is seemingly at odds with the record 
levels in equity markets. Typically one would expect yields to rise as equities rise alongside a recovery in economic activity, but we are not 
in a typical environment. This pointed to an underlying consternation in the market over the outlook for the recovery as we rounded out the 
quarter. The “scourge” of low risk-free yields is exacerbated by tight corporate spreads as the demand for higher-yielding fixed income 
continues unabated.
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INDEX
6/1/2021

6/30/2021
Jun-21

5/1/2021
5/31/2021

May-21

4/1/2021
4/30/2021

Apr-21

4/1/2021
6/30/2021

QTD

1/1/2021
6/30/2021

YTD

Bloomberg Barclays US Treasury Bill 1-3 Mon 0.00% 0.00% 0.00% 0.00% 0.02%

Bloomberg Barclays US Treasury 7-10 Yr 0.86% 0.61% 1.01% 2.50% -3.38%

Bloomberg Barclays US Treasury US TIPS 0.61% 1.21% 1.40% 3.25% 1.73%

Bloomberg Barclays Municipal 5 Yr 4-6 0.02% 0.01% 0.45% 0.48% 0.17%

Bloomberg Barclays HY Muni 1.27% 1.15% 1.46% 3.93% 6.13%

Bloomberg Barclays US Agg Bond 0.70% 0.33% 0.79% 1.83% -1.60%

Bloomberg Barclays High Yield Corporate 1.34% 0.30% 1.09% 2.74% 3.62%

Bloomberg Barclays Gbl Agg Ex US TR Hdg 0.33% 0.13% -0.11% 0.35% -1.56%

Bloomberg Barclays Gbl Agg Ex US TR Hdg -2.02% 1.36% 1.62% 0.92% -4.42%

Bloomberg Barclays US Govt/Credit Long 3.56% 0.81% 1.96% 6.44% -4.64%

JPM GBI-EM Global Diversified -1.21% 2.50% 2.26% 3.54% -3.38%

S&P 500 2.33% 0.70% 5.34% 8.55% 15.25%

DJ Industrial Average 0.02% 2.21% 2.78% 5.08% 13.79%

NASDAQ Composite 5.55% -1.44% 5.43% 9.68% 12.92%

Russell 3000 2.47% 0.46% 5.15% 8.24% 15.11%

Russell 1000 2.51% 0.47% 5.38% 8.54% 14.95%

Russell 1000 Growth 6.27% -1.38% 6.80% 11.93% 12.99%

Russell 1000 Value -1.15% 2.33% 4.00% 5.21% 17.05%

Russell Mid Cap 1.47% 0.80% 5.10% 7.50% 16.25%

Russell Mid Cap Growth 6.80% -1.53% 5.62% 11.07% 10.44%

Russell Mid Cap Value -1.16% 1.97% 4.84% 5.66% 19.45%

Russell 2000 1.94% 0.21% 2.10% 4.29% 17.54%

Russell 2000 Growth 4.69% -2.86% 2.18% 3.92% 8.98%

Russell 2000 Value -0.61% 3.11% 2.02% 4.56% 26.69%

MSCI ACWI 1.35% 1.61% 4.41% 7.53% 12.56%

MSCI ACWI Ex USA -0.62% 3.20% 3.00% 5.64% 9.45%

MSCI EAFE -1.10% 3.36% 3.09% 5.38% 9.17%

MSCI EAFE Growth 0.06% 3.09% 4.30% 7.59% 7.07%

MSCI EAFE Value -2.27% 3.58% 1.99% 3.25% 11.10%

MSCI EAFE Small Cap -1.63% 2.06% 4.07% 4.49% 9.29%

MSCI Emerging Markets 0.21% 2.34% 2.50% 5.12% 7.58%

US CPI (as of 5/31/2021) N/A 0.80% 0.82% 1.63% 3.35%

FTSE Nareit Equity REITs 2.61% 1.02% 8.06% 12.02% 21.96%

S&P Global Property 0.84% 1.79% 5.28% 8.08% 13.88%

S&P Global Ex US Property -0.74% 2.60% 2.87% 4.77% 7.46%

Bloomberg Commodity 1.85% 2.73% 8.29% 13.30% 21.15%

Alerian MLP 5.18% 7.57% 7.15% 21.23% 47.84%

Dow Jones Commodity Crude Oil 11.12% 4.29% 7.39% 24.45% 52.15%

Dow Jones Commodity Gold -7.01% 7.66% 3.04% 3.15% -6.96%

FTSE 100 0.21% 0.76% 3.82% 4.82% 8.93%

Hang Seng -0.64% 2.08% 1.30% 2.75% 7.42%

Shanghai Stock Exchange Composite -0.67% 4.89% 0.14% 4.34% 3.40%

Nikkei 225 Average -0.08% 0.16% -1.25% -1.17% 5.77%

Source: Bloomberg. As of June 30, 2021. *One Month Lag 
Periods greater than one year are annualized. All returns are in U.S. dollar terms.

©2021, Moneta Group Investment Advisors, LLC. These materials have been prepared for informational purposes only based on materials deemed reliable, but the accuracy 
of which has not been verified. Past performance is not indicative of future returns. You cannot invest directly in an index. These materials do not constitute an offer or 
recommendation to buy or sell securities, and do not take into consideration your circumstances, financial or otherwise. You should consult with an appropriately credentialed 
investment professional before making any investment decision.
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