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WEEK IN REVIEW

February 26, 2021

InFocus

Investor concerns about expectations of rising inflation, as 
reflected in rising U.S. ten-year Treasury yields, prompted a 
decline in global equities. Many investors attributed the 
expectations to governments’ continued reliance on fiscal 
policy measures, and especially government spending. Rising 
yields affected investors’ long-term outlook on economic 
growth and the likelihood of a rise in interest rates, as well as 
more near-term views on the relative attractiveness of growth 
and value stocks and of small- and large-cap companies. 

While central banks in Australia and South Korea intervened to 
contain the rise in longer-term bond yields, the U.S. Federal 
Reserve (the Fed) chose not to push back on the uptick. 
Instead, Fed officials said rising yields show the Fed’s efforts to 
revive the economy are working, and that the recent rise in 
yields does not warrant a policy response. 

Mega-cap stocks, such as those in the information technology 
and communication services sector, and growth stocks 
elsewhere saw losses, but value and cyclicals suffered too. 
Chipmakers lagged significantly; utilities and consumer staples 
held up the best, but still declined.

Elsewhere, rising bond yields contributed to a decline in equity 
markets in Europe and Asia. On the positive side were reports 
of faster vaccine rollouts across Europe, which spurred hopes 
that mobility restrictions might end sooner. An upbeat German 
GDP report was also a plus.

Reassuring comments from Fed officials led to a decline in U.S. 
Treasury bond yields on Friday. The information technology 
sector, which has been hit lately by valuation concerns, was 
back in favour, with buyers appearing at the lows. Oil and 
copper prices increased for the week. 

Indexes Close Weekly MTD YTD

S&P/TSX 18,060.26 -1.76% 4.17% 3.60%

S&P500 3,811.15 -2.45% 2.61% 1.47%

NASDAQ 13,192.35 -4.92% 0.93% 2.36%

DJIA 30,932.37 -1.78% 3.17% 1.06%

Russell 2000 2,201.05 -2.90% 6.14% 11.45%

FTSE 100 6,483.43 -2.12% 1.19% 0.35%

Euro Stoxx 50 3,636.44 -2.07% 4.45% 2.36%

Nikkei 225 28,966.01 -3.50% 4.71% 5.55%

Hang Seng 28,980.21 -5.43% 2.46% 6.42%

Shanghai Comp. 3,509.08 -5.06% 0.75% 1.04%

MSCI ACWI 657.15 -3.32% 2.21% 1.68%

MSCI EM 1,339.26 -6.35% 0.73% 3.72%

MSCI ACWI ESG Leaders 2,275.52 -3.39% 2.15% 2.25%

Fixed income Close Weekly MTD YTD

FTSE Canada Uni. 1,177.25 -0.31% -2.52% -3.60%

BBG Global Agg. 544.27 -0.66% -1.72% -2.59%

TSX Pref 1,744.99 0.65% 4.21% 6.88%

Bond yields Close bps chg Weekly bps chg MTD bps chg YTD

10 yr Canada Govt. 1.36% 14.8 46.6 67.8

10 yr U.S. Govt. 1.40% 6.9 33.9 49.2

30 yr Canada Govt. 1.76% -3.1 28.9 55.1

30 yr U.S. Govt. 2.15% 1.8 32.2 50.6

Commodities Close Weekly MTD YTD

Oil 61.50 3.78% 18.09% 26.31%

Natural gas 2.77 -7.36% 6.91% 9.18%

Gold 1,734.04 -2.81% -6.15% -8.66%

Silver 26.67 -2.28% -1.18% 1.01%

Copper 409.25 0.37% 15.07% 16.13%

Currencies Close Weekly MTD YTD

CAD/USD 0.7850 -0.95% 0.29% -0.04%

USD/EUR 0.8283 0.38% 0.53% 1.18%

CAD/EUR 0.6502 -0.58% 0.82% 1.14%

USD/JPY 106.5700 1.06% 1.81% 3.22%

USD/CNY 6.4789 0.33% 0.77% -0.74%

USD/MXN 20.8554 2.09% 1.37% 4.73%

GBP/CAD 1.7738 0.38% 1.29% 1.81%

GBP/USD 1.3933 -0.59% 1.64% 1.92%

* Please refer to Appendix for the above table in Canadian dollar terms.

S&P/TSX Composite Index Treasury yield curves

Source: Bloomberg, Refinitiv DataStream.
Index returns are in local currency. All equity indexes are price returns and do not include dividends.
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Canada

Canadian equities followed global market cues, 

declining in view of rising bond yields. While most 

sectors declined, real estate, financials and consumer 

discretionary sectors ended the week with some gains. 

This contrasted with a fall in the information technology 

and materials sectors, partly due to valuation-related 

concerns. The Canadian dollar declined against its U.S. 

counterpart, given the rise in bond yields.

U.S.

U.S. equities started the week on a mixed note, with 

rising bond yields and valuation worries that weighed 

most on mega-caps and growth stocks, dampening 

the overall market. Higher bond yields remained the 

market focus for most of the week, leading to overall 

market weakness. Investors also reacted to 

expectations of U.S. fiscal stimulus, as well as 

favourable headlines on slowing COVID cases and 

positive findings on vaccines. 

An array of positive COVID news bolstered recovery 

hopes and the reopening trade. The news included the 

expected near-term U.S. rollout of the Johnson & 

Johnson vaccine and faster delivery of vaccines from 

Pfizer and Moderna. Markets also reacted favourably

to Fed Chair Jerome Powell’s latest restatement of the 

Fed’s commitment to keep rates low, as well as upbeat 

comments on stimulus prospects from top 

congressional Democrats. Powell downplayed inflation 

and financial stability risks and suggested rising bond 

yields show market confidence in the outlook and Fed 

policies.

A rotation into cyclicals lifted energy shares, as did 

rising oil prices. While financials declined as a sector, 

segments of the market, such as banks, found support 

due to higher bond yields, which tend to support 

profitability. Airlines helped contain losses in the 

industrials sector. 

In U.S. economic data, new home sales topped 

expectations in January, making a sharp 4.3% gain 

from the upwardly revised rate of 885,000 in 

December. 

Rest of the world

Rising bond yields and mixed corporate earnings 

weighed on European equities. Among companies 

hurt by weak earnings, Bayer, Standard Chartered and 

Anheuser-Busch declined. On the positive side, Cellink, 

the Swedish battery maker, and Poolia, the Swedish 

executive search firm, both advanced on blowout 

earnings. Meanwhile, on the economic front, eurozone 

economic sentiment showed a larger-than-expected 

improvement in February. At 93.4, the headline index 

more than reversed January's 0.9 point drop to record 

its highest reading since last March. Separately, the 

German GfK survey confirmed another deterioration in 

consumer sentiment in February, but anticipated a 

modest improvement in March.

China’s Shanghai composite index and the CSI300 

Index fell on Friday due to a rise in interest rates, with 

information technology and other growth sectors hit 

the hardest. These highly valued sectors appeared 

most vulnerable to valuation concerns, although the 

sell-off was across the board. Risk appetite was also 

hurt by worries about U.S.-China relations: U.S. trade 

representative Katherine Tai pressed China to deliver 

on its phase-one trade commitments and appeared to 

signal continued support for steep tariffs on Chinese 

goods. 
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Looking ahead

Source: Bloomberg. Probability of change implies the possibility of a central bank hiking interest rates during their upcoming meeting. A negative number in this 

case means chances of a rate cut rather than a hike.

Spotlight

Falling interest rates have favoured growth style investing

The chart below shows the performance of Russell 2000 value stocks relative to growth stocks against U.S. 

government ten-year Treasury bond yields. Historically, growth stocks have tended to benefit in a falling-interest-rate 

environment. This is stands to reason, as a low cost of capital (a low interest rate) means a higher valuation, because 

a company’s future earnings are discounted at a lower rate, creating a much higher value. This in part explains some 

of the volatility seen over the past week. It may be worth noting that in a rising-interest-rate environment, which also 

reflects higher growth expectations, markets have often favoured value-style investing.

Source: Refinitiv DataStream, as at December 2020. 
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Appendix

Source : Bloomberg, Refinitiv DataStream. 
All equity indexes returns are price returns and do not include dividends.
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Views expressed regarding a particular company, security, industry or market sector are the views only of that

individual as of the time expressed and do not necessarily represent the views of Fidelity or any other person in the 

Fidelity organization. Such views are subject to change at any time, based upon markets and other conditions, and 

Fidelity disclaims any responsibility to update such views. These views may not be relied on as investment advice and, 

because investment decisions for a Fidelity Fund are based on numerous factors, may not be relied on as an 

indication of trading intent on behalf of any Fidelity Fund. 

Certain statements in this commentary may contain forward-looking statements (“FLS”) that are predictive in nature 

and may include words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates” and similar

forward-looking expressions or negative versions thereof. FLS are based on current expectations and projections 

about future general economic, political and relevant market factors, such as interest, and assuming no changes to 

applicable tax or other laws or government regulation. Expectations and projections about future events are 

inherently subject to, among other things, risks and uncertainties, some of which may be unforeseeable and, 

accordingly, may prove to be incorrect at a future date. FLS are not guarantees of future performance, and actual

events could differ materially from those expressed or implied in any FLS. A number of important factors can 

contribute to these digressions, including, but not limited to, general economic, political and market factors in North 

America and internationally, interest and foreign exchange rates, global equity and capital markets, business 

competition and catastrophic events. You should avoid placing any undue reliance on FLS. Further, there is no 

specific intention of updating any FLS, whether as a result of new information, future events or otherwise.


