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he broad market, represented here by the
S&P 500, notched another posi ve quarter
during the second quarter of 2021. This is the ﬁ h
straight quarter of posi ve returns, following the
20% drop during the ﬁrst quarter of 2020 which
coincided with the onset of COVID‐19 and global
lockdowns. There was a second quarter resur‐
gence from the large cap growth category; the
S&P 500 Growth Index returned 11.93% for the
quarter, while the S&P 500 returned 8.55% and
the S&P 500 Value returned 4.99%. Domes c mid‐
cap and small‐cap stocks also had posi ve quar‐
ters but underperformed the S&P 500. The
S&P MidCap 400 returned 3.54% and the S&P
SmallCap 600 returned 4.51%. The top performing
US sector during the quarter was the real estate
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sector which returned 13.09%, followed by: Infor‐
ma on Technology returning 11.56%, Energy re‐
turning 11.30% and Communica on Services re‐
turning 10.72%. Only one sector posted nega ve
performance for the quarter, U li es, which lost
0.41%. Other laggards were: Consumer Staples,
3.83%, and Industrials, 4.48%. Interna onal stock
markets also had a strong quarter. The developed
index, MSCI EAFE NR, did slightly be er than the
emerging market index, MSCI EM NR. The EAFE
index returned 5.17% and the EM index returned
5.05%, both indices beneﬁted from a weakening
US dollar during the quarter.

T

he interest rate yield curve ﬂa ened slightly
during the quarter as 2‐year US Treasury
yields rose, but both the 10‐year and 30‐year
Treasury yields fell. While interest rates stabilized
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during the quarter, yields remain at much higher
levels than where they were at the start of the
year—but s ll low from a historical perspec ve.
The 2‐year rate has more than doubled
(from .12% to .25%), the 10‐year is higher by 52
basis points and the 30‐year is higher by 42 basis
points. As a result of the stabiliza on and falling of
intermediate and longer‐term rates, the Barclays
Aggregate Bond Index had a good quarter, return‐
ing 1.83% but remains nega ve by 1.60% year‐to‐
date. The Barclays US Corporate High Yield Index,
which is made up of bonds with a lower credit
quality, had a solid quarter, returning 2.74% and is
now posi ve by 3.62% for the year.

W

ith the growing threat of inﬂa on, many
commodi es are seeing price increase.
Natural Gas was a par cular standout during the
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quarter, returning 39.95% and is posi ve by
43.76% year‐to‐date. Oil prices have also con n‐
ued to soar this year and it is being felt at the
pump by the majority of Americans. Crude Oil pric‐
es rose 24.19% during the second quarter bringing
the year‐to‐date gains to 51.42%. Many of the
metals are also seeing price increases, but the larg‐
est year‐to‐date increase has been seen in copper.
Copper prices have increased by 6.62% during the
quarter and are now up by 20.73% year‐to‐date.
Other metals’ performance for the quarter were:
Nickel 13.47%, Silver 6.77%, Gold 3.26% and Pla ‐
num ‐9.95%. Lumber prices have been another
commodity that has caught some price momen‐
tum. Prices have moved from around $495 per
thousand board feet up to a high of $1,670 in mid‐
May, a move of almost 230%. Since the May peak,
prices have fallen by over 50% to around $710 per
thousand board feet. In June, lumber prices fell by
over 40%, its worst month on record since 1978.

T

he economy and the stock market con nued
a robust recovery, much faster and stronger
than most had predicted. Much of the recovery
has been a result of people ge ng vaccinated and
restric ons being li ed. As of the end of the sec‐
ond quarter, about 47% of the popula on has
been fully vaccinated and 57% of individuals over
18 years old have been vaccinated. In response to
the decline in COVID cases, a product of the in‐
creasing vaccina on rates, many venues are being
opened, savings rates are higher and household
net worth has increased. With limited opportuni‐
es to travel and a end live events, coupled with
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having more money to spend, consumer spending
has been hot. While this spending and ac vity
spree has been a posi ve development for the
economy, individuals and businesses, the increase
in demand for goods and services is pushing prices
higher. In addi on to the demand increase, there
has been a labor shortage, causing employers to
either limit services or pay higher wages, cost in‐
creases which o en are being passed on to con‐
sumers. In addi on, there remain supply chain dis‐
rup ons from the unique environment created by
the pandemic.
nﬂa on has been the major topic of the year so
far, and not only among Fed oﬃcials, corporate
execu ves, and stock market commentators, but it
has also been one of the most searched topics on
Google. Inﬂa on is typically a sign of an over‐
hea ng economy—too much money chasing too
few goods. When the economy begins to overheat,
the Fed steps in and raises interest rates to disin‐
cen vize borrowing and spending, thus promo ng
saving. Inﬂa on indicators have been conﬁrming
the broad inﬂa on concerns. The 12‐month
change for the headline consumer price index (CPI)
for May was 5%, but if you exclude food and ener‐
gy the percentage increase was only 3.8%. The
headline increase was the largest 12‐month in‐
crease since the 5.4% increase during the period
ending August 2008. Inﬂa on is o en speciﬁc to
the person or the household. There were major
spikes in energy, used cars and truck rentals. Hous‐
ing prices have also been on the climb but are not
included in the CPI number. The Case‐Shiller Index
for U.S. home prices gained 13.2% in March and
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14.6% in April. These increases are extraordinary.
The housing market is hot but causes of this can be
a ributable to low inventory levels and supply line
disrup ons. Home sales have been falling in recent
weeks, a ributable to the supply and rising costs;
housing starts are also slipping because of backlog
of demand, labor shortages and disrup ons in
ge ng materials.

W

ith inﬂa on being one of the Federal Re‐
serve’s mandates, the a en on to the Fed
has been high. Despite the rising inﬂa on con‐
cerns, the Federal Reserve in their June Federal
Open Market Commi ee (FOMC) voted to leave
rates unchanged at 0%‐0.25% and its bond‐buying
program to be unchanged. The commi ee did
change its guidance expec ng its next rate hike in
2023 as opposed to 2024. During Chair Powell’s
news conference, he announced it was me to
re re the previous wording “too early to talk
about talking about” slowing the pace of the Fed’s
$120 Billion monthly asset‐purchase program. The
Fed’s policy con nues to be accommoda ve, and
its policy is consistent with an emergency program
which is no longer the case. The Fed believes inﬂa‐
on is transitory and should begin to subside dur‐
ing the second half of the year and into 2022.

T

he Fed conducted stress tests on US banks
and the results were posi ve with all 23
lenders easily passing. The results will open the
door up for these banks to increase dividends and
share buybacks, a posi ve for the banking sector.
Following the announcement, Morgan Stanley an‐
nounced it would double its dividend and buy up
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to $12 billion of its stock through June 2022,
JPMorgan boosted its dividend by 11%, Bank of
America increased its by 17%, and Goldman Sachs
is boos ng its dividend by 60%.

T

he U.S. economy con nues to show signs of
a robust recovery. The ﬁrst quarter GDP ﬁnal
revision stayed at 6.4% and the second quarter
es mates are calling for GDP to grow by over 8% in
the second quarter. The unemployment rate con‐
nues to fall and is now at 5.8%. While this rate is
s ll elevated from the pre‐crisis levels of sub 4%
the high unemployment rate is not a result of job
shortages. Many businesses are ci ng labor short‐
ages, with the causes being a ributed to the en‐
hanced unemployment insurance that is expected
to expire in September, con nued health con‐
cerns, and child care responsibili es while many
kids are on summer break. The Job Openings and
Labor Turnover Summary (JOLTS) report an‐
nounced in early June that there were 9.3 million
job openings in the US. Consumer conﬁdence rose
7.3 points to 127.3, the highest level since Febru‐
ary 2020. With savings rates elevated, many con‐
sumers may not be mo vated to work right now,
but consumers are in good ﬁnancial shape. Bank of
America reported that transac on volumes on cus‐
tomers’ credit and debit cards and over Zelle pay‐
ment network has grown by 20% so far this year,
compared to this point in 2019.

T

o add fuel to the ﬁre, the White House and a
group of bipar san Senators announced a
tenta ve infrastructure agreement. The infrastruc‐
ture plan is worth around $1.2 trillion, well below
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the $2.3 trillion ini ally proposed. The new agree‐
ment includes around $580 billion in new spend‐
ing. The new agreement focuses on railways,
broadband internet expansion, water infrastruc‐
ture and public transit, and includes an agreement
of no new individual taxes. The bill will be paid for
by stricter IRS enforcement.

F

irst quarter earnings announced throughout
the second quarter came in strong, as you
would expect given the be er than ex‐
pected economic condi ons. The S&P 500 report‐
ed growth in earnings of 52%, the highest year‐
over‐year growth since the ﬁrst quarter of 2010.
86% of S&P 500 companies exceeded earnings per
share (EPS) es mates, the highest percentage
since FactSet began tracking the metric in 2008.
With such strong results during the ﬁrst quarter,
second quarter expecta ons are on the rise which
contributed to the robust stock market. As we end
the second quarter, 103 S&P 500 companies have
issued guidance, which is above the ﬁve‐year aver‐
age. Of these 103 companies, 37 issued nega ve
EPS guidance and 66 issued posi ve guidance.
From FactSet, the number of companies issuing
posi ve guidance is well above the ﬁve‐year aver‐
age and the number issuing nega ve guidance is
well below the ﬁve‐year average.
nterna onal markets had a good quarter but
were overshadowed by the strong perfor‐
mance of the S&P 500. The dollar weakened com‐
pared to many foreign currencies during the quar‐
ter which provided a small boost to performance
for US investors. Many European countries con n‐
ue to grapple with the coronavirus and economic
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restric ons. European countries s ll have low vac‐
cina on rates and concerns are growing that the
emerging delta variant could cause another wave
of coronavirus to spread through Europe. Even in
the U.K. where vaccina on rates are higher, re‐
stric ons are s ll in place but are expected to end
in July. Some fear the restric ons may need to be
extended because of the more transmissible delta
variant.

Name

DJ Industrial Average TR USD
S&P 500 TR USD
S&P MidCap 400 TR
S&P SmallCap 600 TR USD
NASDAQ Composite TR USD
MSCI EAFE NR USD
BBgBarc US Agg Bond TR USD
Wilshire US REIT TR USD
IA SBBI US 30 Day TBill TR USD
*As of June 30, 2021

W

Total
Return
2nd
Quarter
(%)
5.08
8.55
3.64
4.51
9.68
5.17
1.83
12.84
0.00

Total
Ret
YTD (%)
13.79
15.25
17.59
23.56
12.92
8.83
‐1.60
22.78
0.02

ith such a strong start to the year and eco‐
nomic readings looking posi ve heading
into the second half of the year, many investors
and Wall Street analysts are feeling conﬁdent
about the second half. There will be several topics
to keep an eye on throughout the rest of the year.
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T

he inﬂa on topic which was discussed
above, and closely followed through the ﬁrst
half of the year, will be a major economic indicator
to be monitored. A connected but separate topic
will be the Fed’s ongoing guidance. The Fed has
been expressing its view that the hot inﬂa on
readings seen earlier this year are transitory, being
driven by labor shortages, pent up demand, and
supply chain disrup ons. The enhanced unemploy‐
ment beneﬁts are set to expire in September,
which is expected to bring back some workers and
many schools are planning for a normal school
year this year which can alleviate some childcare
issues. We are already seeing a shi in the way
that some consumers are spending, moving from
less goods to more entertainment spending. This
may help lessen the demand for low inventory
products. Regarding the supply chains, some of the
issues are expected to last for years, but other are‐
as can be eased within a shorter meframe. If
these trends play out inﬂa on could stabilize, giv‐
ing the Fed room to be pa ent with ghtening
monetary policy. The precipitous drop in lumber
prices in June is being pointed to as an example of
the transitory nature of some of the inﬂa on con‐
cerns.

T

he path towards the Fed’s ﬁrst post‐
pandemic rate hike is expected to be long
and transparent. The Fed’s next move will be to
start talking about a poten al tapering of the $120
billion monthly asset purchases. The Fed will be
sure to give the markets plenty of warning. The
ﬁrst taper could take place later this year, but is
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more expected during the ﬁrst quarter of 2022.
The Fed will ease out of the purchases, expected
to reduce around $20‐$30 billion per quarter,
which could fully end asset purchases at the end of
2022. The next step in ghtening monetary policy
will be a rate hike. Based on this track the Fed will
not start hiking rates un l 2023, with most ana‐
lysts expec ng late 2023. From an investment
standpoint, if the Fed follows this path, the econo‐
my will con nue to look strong. If the economy
begins to slow, the Fed will not con nue to ght‐
en. The caveat being if inﬂa on is not transitory,
and the Fed is ghtening to get inﬂa on under
control. In normal environments the ﬁrst‐rate hike
is a posi ve sign for stocks. Recent JPMorgan re‐
search showed that the market returned 18% over
the following twelve‐months a er the Fed ﬁrst
hiked rates and 28% over the following twenty‐
four months. It is typically not the ﬁrst‐rate hike to
be concerned with, but the fourth or ﬁ h rate
hike. In summary, the Fed’s ghtening may cause
some short‐term vola lity, but historically the Fed
beginning to ghten is a posi ve sign for the mar‐
kets.

T

he other obvious risk to the con nued bull‐
ishness on Wall Street would be virus‐
related. So much of the strong ﬁrst half is a ribut‐
ed to the robust recovery but if the virus begins to
spread, especially among the unvaccinated, travel
and economic restric ons may be reinstated. The
US has done a great job rolling out the vaccine rel‐
a ve to other parts of the world, but there is s ll a
large por on of the popula on who is not vac‐
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cinated, and anybody not vaccinated by now may
choose not to get the shot. Addi onally, the global
vaccina on rate is not that high, which can result
in con nued transmission and muta on of the dis‐
ease. Fortunately, most of the vaccines adminis‐
tered here in the US have been eﬀec ve in pro‐
tec ng against variants. With such an abundance
of vaccines available in the US, it is unlikely to see
shutdowns and restric ons being reissued to pro‐
tect people choosing not to get vaccinated, unless
the virus begins to a ack children. The other po‐
ten al risk would be if a variant proves to be re‐
sistant against the vaccines, this could cause an‐
other shutdown; this does not appear likely at this
me but it is a risk.

W

ashington o en plays a role in areas to
watch. With the labor shortages causing
issues for many small businesses over the last sev‐
eral months, the enhanced unemployment beneﬁt
is o en cited as a main reason for the shortage.
This government subsidy is expected to expire in
September, barring any further ac on from the
federal government. We expect the unemploy‐
ment readings to con nue to decline as long as the
unemployment s mulus expires. As of the wri ng
of this commentary, President Biden is in the mid‐
dle of a roadshow promo ng the bipar san infra‐
structure bill that was tenta vely agreed upon dur‐
ing the second quarter. If the proposal is passed,
the addi onal spending and agreement to not
raise individual taxes would be a good develop‐
ment for the markets. The US has also led a push
for a global minimum tax rate of 15% which, as of
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Federal government. We expect the unemploy‐
ment readings to con nue to decline as long as the
unemployment s mulus expires. As of the wri ng
of this commentary, President Biden is in the mid‐
dle of a roadshow promo ng the bipar san infra‐
structure bill that was tenta vely agreed upon dur‐
ing the second quarter. If the proposal is passed,
the addi onal spending and agreement to not
raise individual taxes would be a good develop‐
ment for the markets. The US has also led a push
for a global minimum tax rate of 15% which, as of
this wri ng, had garnered support of 130 countries
worldwide. The President is s ll pushing to raise
the US corporate tax rate to 28% but it is unknown
if the proposal could gain support. Republicans are
adamantly against it and some Democrats are
weary of the increase; if the corporate tax is in‐
creased it may not go all the way to 28%.

B

roadly speaking, interna onal markets have
trailed the US markets, as deﬁned by the
S&P 500. In fact, over the last decade, the EAFE
Index and Emerging Markets Index, only outper‐
formed the S&P 500 in two calendar years, 2012
and 2017. The opportunity overseas does look
a rac ve from a valua on perspec ve; perhaps
the low valua ons are warranted due to structural
economic challenges, or maybe it presents an op‐
portunity. With the US being ahead on the recov‐
ery, rela ve to much of the rest of the world and
having provided a blueprint from a ﬁscal and mon‐
etary standpoint to follow, we may be approaching
some investment opportuni es overseas as the
rest of the world begins too catch‐up. Over the last
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decade the strengthening US dollar has been a
headwind for US investors inves ng interna onal‐
ly, but should real rates remain low in the US along
with ballooning deﬁcits, the dollar could enter a
weakening cycle.

I

f anything has changed with your personal or
ﬁnancial situa on that may aﬀect your invest‐
ment objec ves, please let us know so we can
make any necessary changes. ACG Advisory Ser‐
vices, Inc. will con nue to manage your invest‐
ment assets in accordance with your most cur‐
rent designated investment objec ves. Unless and
un l you advise us otherwise, in wri ng, of chang‐
es in your ﬁnancial situa on or investment objec‐
ves, we shall con nue to manage your assets in
the same manner as we do currently.
— ACG Wealth Management

Please remember that past performance may not be
indica ve of future results. Diﬀerent types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any speciﬁc investment, investment strategy, or product
(including the investments and/or investment strategies
recommended or undertaken by ACG Advisory Services,
Inc. [“ACG”]), or any non-investment related content,
made reference to directly or indirectly in this blog will
be proﬁtable, equal any corresponding indicated historical performance level(s), be suitable for your por olio or
individual situa on, or prove successful. Due to various
factors, including changing market condi ons and/or
applicable laws, the content may no longer be reﬂec ve
of current opinions or posi ons. Moreover, you should
not assume that any discussion or informa on contained in this blog serves as the receipt of, or as a subs -
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tute for, personalized investment advice from ACG.
Please remember that if you are a ACG client, it remains
your responsibility to advise ACG, in wri ng, if there are
any changes in your personal/ﬁnancial situa on or investment objec ves for the purpose of reviewing/
evalua ng/revising our previous recommenda ons and/
or services, or if you would like to impose, add, or to
modify any reasonable restric ons to our investment
advisory services. To the extent that a reader has any
ques ons regarding the applicability of any speciﬁc issue discussed above to his/her individual situa on, he/
she is encouraged to consult with the professional advisor of his/her choosing. ACG is neither a law ﬁrm nor a
cer ﬁed public accoun ng ﬁrm and no por on of the
blog content should be construed as legal or accoun ng
advice. A copy of the ACG’s current wri en disclosure
Brochure discussing our advisory services and fees is
available for review upon request. Please Note: ACG
does not make any representa ons or warran es as to
the accuracy, meliness, suitability, completeness, or
relevance of any informa on prepared by any unaﬃliated third party, whether linked to ACG’s web site or blog
or incorporated herein, and takes no responsibility for
any such content. All such informa on is provided solely
for convenience purposes only and all users thereof
should be guided accordingly.

1640 Huguenot Place
Midlothian, Virginia 23113
Phone: 804.323.1886
Fax:
804.323.1889
www.acgworldwide.com
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