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Thoughts from the Holy City – August 2021 

“The wise man bridges the gap by laying out the path by means of which he can get from where is to where he wants to go.” 

- J.P. Morgan 

July ended with the domestic equity markets continuing to mark new highs, despite the conflicting narratives 

of optimism around positive economic data and worries of the Covid-19 delta variant. Over the past year, 

policy makers have worked to pull the economy out of one of the steepest declines since the Great 

Depression, utilizing massive fiscal and monetary stimulus.  The Federal Reserve’s balance sheet has swelled 

to over $7.6 trillion, and Congress has leveraged over $5.5 trillion of fiscal stimulus to help fill the void caused 

by the Covid-19 lockdowns. Although the new Covid-19 delta variant is rapidly spreading across the U.S., it is 

unlikely that policymakers will again institute aggressive containment measures out of fear of another full-

blown bear market.  Despite all of this, the economy and markets continue to recover from the events of 

2020, and we remain cautiously optimistic 

As the domestic markets closed out their record setting month, the DJIA stands at +14.14% for the year, 

while the NASDAQ and S&P 500 closed +13.85% and +17.02% respectively year to date.  International 

markets, while positive for 2021, have lagged with the MSCI EAFE positive 8.08% for the year.  Meanwhile, 

fixed income continues to face headwinds as inflation fears flare, and interest rates remain range bound, 

leaving the Barclays Aggregate Bond Index negative .50% for the year. Domestically, corporate earnings 

growth remains robust, with approximately 85% of companies reporting higher earnings than expected as we 

continue to re-emerge from the pandemic. In addition to the strong economic fundamentals, there has been 

an approximately $2.6 trillion increase in savings since the pandemic began, which should lead to a surge in 

economic activity and help support both the economy and equity markets.  

The current interest rate environment with rates near historical lows continues to plague fixed income 

investors, as the 10-year treasury ended July at 1.24%., well below the 10-year average of 2.06%.  10-year 

government bond yields have continued to decline despite the spike in inflation. This is due largely to the 

spread of the new Covid-19 variant as well as continued support from the major central banks. Investors that 

have traditionally been more conservative are being forced to look at riskier assets in order to generate the 

income that they need and/or are accustomed to. This bodes well for the stock market as these investors turn 

to dividend paying stocks and other asset classes, but also puts their capital at more risk with which they may 

not be comfortable. The Fed has re-iterated its dovish stance, and appears to be a long way off from raising 

short-term interest rates. Chair Powell was quoted as saying they are “not even thinking about raising interest 

rates.   

Internationally, much of the lag in the performance of those equity markets versus the domestic is attributed 

to the fact that the international countries are just now beginning to relax their pandemic restrictions. The 

United States has been much more aggressive in vaccinating its citizens, and has access to a much larger 

supply of vaccines than other international countries. Asian markets have been hit especially hard with the 

increase in regulatory scrutiny on a number of sectors, especially the for-profit education internet sector. This 

will most likely no subside any time soon, but is unlikely to have a significant effect on the domestic markets.  
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However, tensions remain high between the United States and China as the trade war continues, and 

President Biden holds strong on the policies and stance that President Trump had while in office.  There is 

still concern by the current administration that some Chinese technology companies are aiding in IP theft and 

espionage.  This will most likely continue, making European stocks more attractive than Chinese stocks. 

As the Biden administration settles into office, the focus has been on domestic policy. The administration has 

been swift and aggressive in laying out its $1.9 trillion fiscal relief package, The American Rescue Plan. The 

plan includes $400 billion in relief for Covid, $1 trillion in relief to families and individuals, and $440 billion 

for businesses and communities.  This is in addition to the $3.5 trillion that was deployed in 2020 in response 

to Covid. The next course of action will be on an infrastructure bill, the “Infrastructure Investment and Jobs 

Act,” which contains much more than just spending on “infrastructure.”  The passage of this bill will most 

likely take place in some form as the democrats and republicans continue to hash out the details. 

There has undoubtedly been a lot going on in our country, as well as globally over the past year.  One could 

argue that some is good and some is bad for the economy and markets, both in the short term and long term. 

I believe once we get past the Delta variant, the market will continue to climb higher, albeit with some 

pullbacks, which are normal and inevitable.  There is a tremendous amount of liquidity that has been pumped 

into the markets and economy over the past year, and trillions remains on the sidelines waiting to be 

deployed. 

Our job is to help cut through the noise and remind our clients and investors that we are investing for the 

long term, helping to meet you and your family’s goals.  It is easy to get caught up in the 24/7 news cycle and 

feel angst, but we must remind ourselves that we are long term investors, and investment decisions are based 

on an individual’s or family’s personal circumstances and goals.  The decisions that are made today are done 

so with the mindset of managing risk, helping to achieve those goals, and are done so in terms of years and 

decades. We strive to bridge the gap by laying out the path by means of which you can get you are to where you want to go. 

 

Be Well, 

Grier 
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The information contained in this report does not purport to be a complete description of the securities, markets, or developments referred to in this 
material. The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or 
complete. Any opinions are those of the author and not necessarily those of Raymond James. Expressions of opinion are as of this date and are subject 
to change without notice. There is not guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Investing 
involves risks and you may incur a profit or loss regardless of strategy selected. Keep in mind that individuals cannot invest directly in any index, and 
index performance does not include transactions costs or other fees, which will affect actual investment performance. Individual investor’s results may 
vary. Past performance does not guarantee future results. Future investment performance cannot be guaranteed, investments yields will fluctuate with 
market conditions. 

The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. 
The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, 
fixed-rate taxable bond market. The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. The MSCI EAFE 
(Europe, Australia, Far East) index is an unmanaged index that is generally considered representative of the international stock market. These 
international securities involve additional risks such as currency fluctuations, differing financial accounting standards, and possible political and 
economic instability. An investment cannot be made in these indexes. It is not possible to invest directly in an index. The Russell 2000 Index measures 
the performance of the 2,000 smallest companies in the Russell 3000 Index, which represent approximately 8% of the total market capitalization of the 
Russell 3000 Index. International investing involves additional risks such as currency fluctuations, differing financial accounting standards, and possible 
political and economic instability. These risks are greater in emerging markets.  

Bond prices and yields are subject to change based upon market conditions and availability. If bonds are sold prior to maturity, you may receive more 
or less than your initial investment. There is an inverse relationship between interest rate movements and fixed income prices. Generally, when interest 
rates rise, fixed income prices fall and when interest rates fall, fixed income prices rise. Investing in oil involves special risks, including the potential 
adverse effects of state and federal regulation and may not be suitable for all investors. Sector investments are companies engaged in business related 
to a specific sector. They are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional 
risks associated with investing in an individual sector, including limited diversification. 


