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Returns

It was an uneven week for the major U.S. stock indexes, as the Dow climbed
nearly 3%, the S&P 500 added more than 1%, and the NASDAQ fell more than
1%, with most of its weekly decline coming on Tuesday. The Dow and the S&P
500 both set records, eclipsing highs set less than a month earlier.
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Firstquarter earnings con�nued to improve, and S&P 500 companies are now
expected to report a cumula�ve 49% increase over last year’s ﬁrstquarter
results, according to FactSet. That’s up from the roughly 25% gain that analysts
had forecast at the start of earnings season. As of Friday, results were in from
around 90% of S&P 500 companies.
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Largecap U.S. value stocks added to their run of yeartodate outperformance
versus their largecap growth counterparts, bea�ng them by a wide margin for
the week. A value stock benchmark climbed more than 2% while a growth
benchmark fell nearly 1%.
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This Week in Markets

Themes, Risks, & Opportuni�es

Monday: No major reports scheduled

1Q21 real GDP grew at a 6.4% q/q seasonally adjusted annual rate. Increases
were broad based, with the excep�on of trade and inventories.

Tuesday: Job Openings and Labor Turnover Survey, U.S. Bureau of Labor

U.S. equity investors can beneﬁt from the recovery with cyclical exposure.

Dow Jones Industrial Average

Friday’s jobs report fell far short of expecta�ons as the recent rollback of
pandemicrelated restric�ons failed to provide much li� to the labor market.
The economy generated 266,000 new jobs in April, far below economists’
expecta�ons for a gain of nearly 1 million. The unemployment rate rose from
6.0% to 6.1%.

S&P SmallCap 600

Sta�s�cs

Wednesday: Consumer Price Index, U.S. Bureau of Labor Sta�s�cs; Federal

MSCI EAFE
MSCI Emerging Markets

Fixed income investors may maintain short dura�on in a rising rate
environment. Take care not to overreach on credit exposure.

budget, U.S. Department of the Treasury

Thursday: Weekly unemployment claims, U.S. Department of Labor
Friday: Retail sales, U.S. Census Bureau; Wholesale inventories, U.S. Census
Bureau; University of Michigan Index of Consumer Sen�ment, preliminary
result; Industrial produc�on and capacity u�liza�on, U.S. Federal Reserve

The 1Q21 earnings season has been impressive, with 435 companies having
reported (88.5% of market cap). Current es�mates for 1Q21 earnings is $47.04.
Thus far, 86% of companies have beaten on EPS es�mates, and 72% have
beaten on revenue es�mates.

Thought of the Week
The U.S. labor market added 266,000 jobs in April, a moderate improvement in employment but a
sharp miss from consensus expecta�ons. April was the oneyear anniversary of the trough of the
coronavirus pandemic recession, which saw jobs reduced by a record 22.4 million. April 2020 also
saw the fastest wage growth in recent memory, with wages rising 8.2% y/y. The composi�on of the
U.S. workforce sharply changed as a result of the pandemic, as millions of lowpaid workers lost their
jobs while rela�vely highpaid workers remained employed, telecommu�ng to work and even
clocking in more hours than usual. This composi�on eﬀect can help explain the spike in wages we
saw in April 2020, but even when you remove this eﬀect by holding sector weights and hours worked
ﬁxed at prepandemic levels, wage growth was much faster than average and remains above long
term trends. The U.S. has now recovered 63% of jobs lost from the pandemic and wage increases
have remained robust, growing 0.7% m/m and 0.3% y/y in April. A�er adjus�ng for the underlying
composi�on eﬀect, we ﬁnd that wages rose an impressive 8.0% in April on a percentage change over
two years basis. While rising commodity prices and supply bo�lenecks may cause inﬂa�on that is
only transitory, robust wage increases may signal s�ckier inﬂa�on ahead. This is of crucial importance
to bond investors, as sustained wage inﬂa�on could poten�ally pull forward the Fed’s �meline for
policy normaliza�on.
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