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Equities Ended a Tumultuous 2020 at Record Levels and Longer Treasury Yields Rose as Investors Placed Hope in Vaccine Rollouts and Steadfast Stimulus Support 

Despite record levels of new infections, hospitalizations, and fatalities related to Covid-19, equities capped off a sanguinely strong year with another gain in December and
longer Treasury yields rose. The optimism in the face of incredible adversity continued to be driven by hopes that the rollout of vaccines will help break the virus’s grip on
the world, and the resultant economic recovery will be supercharged by additional fiscal stimulus and unrelenting support from the Federal Reserve and other central
banks. Those major themes began to take shape early in the month as the U.K. became the first country to issue emergency approval for a major vaccine and a bipartisan
group of U.S. lawmakers were reported to be working on another round of stimulus worth roughly $900 billion. Less than a week after the U.K. began the rollout of the
Pfizer-BioNTech shot, the U.S. FDA also granted the vaccine emergency approval, kicking off the massive distribution effort across the country. Later in the month,
Moderna’s vaccine earned FDA approval and began to be shipped out for use. The positive progress on the health front helped investors stoically digest tragic updates
showing the virus spread accelerating, leading to new records for fatalities and hospitalization figures that placed certain hospital systems under strain.

In response, many states and localities began to put in place new restrictions in the latest effort to bend the infection curve. As was the case earlier in the outbreak, a
return to a more cautious state of mind, whether by government decree or as a personal choice, showed signs of weighing on the economic recovery. Markit PMIs tracking
activity across the U.S. manufacturing and services sectors confirmed that the slowdown reported in the November ISM reports continued in early December. The monthly
activity indices released by the various Federal Reserve District Banks were mixed, but more declined than improved. More concerning, unexpected weakness in consumer
spending reflected in November’s retail sales report was later confirmed by official personal spending data, both of which showed October’s activity was softer than initially
estimated. Incomes took a hit as fiscal support continued to wane with millions still unemployed. November’s payroll report was broadly weaker than expected, evidenced
in part by an increase in the number of long-term unemployed that outpaced the smaller-than-expected 245k jobs recovery. Unemployment declined 0.2% to 6.7%, but
reflected workers leaving the labor force, not returning to work. The discouragement continued in the jobless claims data with new filings hitting 892k in the middle of the
month, their highest level since September. Even housing, which has soared during the pandemic, showed some signs of cooling, albeit to still-strong levels.

The broad trends showing the recovery slowing were not lost on officials at the Federal Reserve or in Congress. The Fed’s December projections showed a stronger
recovery moving forward. However, officials continued to caution that the outlook faces elevated risks and is sufficiently uncertain as to warrant rates remaining near zero
through 2023. They opted to keep the size and duration of asset purchases unchanged, but did provide a stronger commitment in new forward guidance to continue the
current pace of purchases until “substantial further progress” towards their twin goals is achieved. Elsewhere in Washington, Congress finally agreed on another stimulus
package after months of gridlock. However, the process was replete with dramatic twists and turns. After weeks of testy negotiations, lawmakers passed a $2.3 trillion
spending bill that included $900 billion in pandemic-related stimulus. But instead of quickly signing the bill as most expected, President Trump called the bill a “disgrace,”
imploring Congress to increase the checks to individuals from $600 to $2,000. After days of delay, the president ultimately signed the legislation, preventing a shutdown of
the federal government and extending emergency unemployment programs through mid-March.

The monthly medical developments and new stimulus efforts, which were not unique to the U.S., lifted the S&P 500 3.7% and to an all-time on the final trading day of the
year. Despite the devastation that occurred in 2020, the S&P 500 ended the year up 16.3%, a surprisingly strong result dwarfed by an even more confusing 43.6% gain for
the Nasdaq. Longer Treasury yields rose to steepen the curve, with the 10-year yield adding 7.4 bps to 0.91%, closing 100 basis points below 2019’s final print of 1.92%.

0.15

0.20

0.25

0.30

0.35

0.40

0.45

0.50

0.55

0.60

0.65

0.70

0.75

0.80

0.85

0.90

0.95

1.00

1.05

1.10

1.15

1.20 Previous Month's Closing Yield Shaded Areas Represent 9am-5pm EST

1                2                 3                4                7                 8                9      10               11              14              15             16              17              18              21      22              23             24             28              29              30       31

Monthly Review
Despite Worsening Pandemic, Markets End Trying 2020 Upbeat as Vaccine Rollouts Begin and Stimulus Efforts Grow
December 2020

S&P 500Record close: NASDAQDow

Reports indicated a bipartisan, 
bicameral group of lawmakers was 
working on a $908b relief package, 
including state/local aid and liability 
protections, partially funded by 
repurposed CARES Act funding

U.K. 
granted 
emergency 
approval for 
Pfizer-
BioNTech 
vaccine

ADP's +307k 
private payroll 
gain was less 
than 440k 
expected

Counterintuitively, yields
jumped on speculation a weak 
payroll report could pressure 
Congress to pass more aid; 
+245k jobs gain (exp. 460k) vs. 
+385k long-term unemployed; 
unemployment fell (6.9% to 
6.7%) solely on an exodus from 
the labor force

The U.K. began 
vaccinations
with the Pfizer-
BioNTech shot

Congress reportedly 
considering one-week 
stopgap funding bill to 
allow for more 
negotiating time on 
omnibus, relief bills

FDA staff report said 
Pfizer-BioNTech
vaccine appeared to 
be safe and 95% 
effective

New jobless claims
spiked to 853k (highest 
since September) and 
continuing claims rose 
for the first time since 
August

ECB extended 
emergency asset
purchases by 9 
months, increased 
the size by €500b 
to €1.85t

EU agreed on
historic $2.2t 7-
year budget, 
including $909b 
for emergency 
pandemic funds, 
backed by 
jointly-funded 
debt

After an FDA advisory 
panel said the benefits of 
the Pfizer-BioNTech 
vaccine outweigh the 
risks, the FDA granted 
EUA and doses began to 
be shipped across the 
country

Brexit talks were (again) 
extended past (another) 
Sunday deadline

The U.S. 
administered 
the first dose 
of the Pfizer-
BioNTech 
vaccine

Retail sales were 
notably 
disappointing in 
November and 
October's gain was 
erased in revision

The Fed opted for 
stronger forward 
guidance for asset 
purchases over 
actual changes to 
their amount or 
duration

Initial jobless 
claims rose for 
a second week 
to 885k, a 14-
week high

The FDA granted
emergency approval for 
the Moderna vaccine

Congress 
agreed to 
$900b in 
new 
emergency 
relief

A variant virus 
strain was 
identified in the 
U.K.; many 
countries cut off 
travel to and from

President Trump 
called the stimulus 
bill a "disgrace",
said $600 checks 
should be $2,000

Reports indicated 
the U.K. and EU had 
reached a Brexit 
trade deal

President 
Trump signed
the stimulus bill 
but said 
Congress 
should vote to 
increase the 
size of the 
checks to 
individuals

House passed a bill in 
support of larger direct 
payments; Sen. McConnell 
blocked attempt to pass it 
quickly via unanimous 
consent

U.K. 
parliament 
formally 
approved the 
new trade
agreement 
with the EU

U.K.
approved 
Oxford-
Astra 
vaccine for 
emergency 
use
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Value
Dow Jones 30,606 3.27% h 10.17% h 7.25% h
S&P 500 3,756 3.71% h 11.69% h 16.26% h
Nasdaq 12,888 5.65% h 15.41% h 43.64% h

Stoxx Europe 600 399 2.48% h 10.51% h -4.04% i
China CSI 300 5,211 5.06% h 13.60% h 27.21% h
Nikkei 225 27,444 3.82% h 18.37% h 16.01% h

Yield

U.S. 2-year 0.12% -2.7 i -0.6 i -144.8 i
U.S. 5-year 0.36% 0.0 h 8.4 h -133.0 i
U.S. 10-year 0.91% 7.4 h 22.9 h -100.4 i

German 10-year -0.57% 0.2 h -4.7 i -38.4 i
U.K. 10-year 0.20% -10.8 i -3.2 i -62.5 i
French 10-year -0.34% -1.2 i -9.5 i -45.6 i
Italian 10-year 0.54% -8.3 i -32.3 i -86.9 i
Japanese 10-year 0.02% -1.1 i 0.5 h 3.2 h

Value
WTI Crude 48.52$ 7.01% h 20.64% h -20.54% i
U.S. Dollar 89.94 -2.10% i -4.21% i -6.69% i
Gold Spot 1,898 6.83% h 0.66% h 25.12% h
Commodity Index 78.05 4.97% h 10.17% h -3.50% i

Existing Home Sales MoM New Home Sales MoM Core Retail Sales

ISM Manufacturing Manufacturing Production

INTENDED FOR INSTITUTIONAL INVESTORS ONLY. The information included herein has been obtained from sources deemed reliable, but it is not in any way guaranteed, and it, together with any
opinions expressed, is subject to change at any time. Any and all details offered in this publication are preliminary and are therefore subject to change at any time. This has been prepared for
general information purposes only and does not consider the specific investment objectives, financial situation and particular needs of any individual or institution. This information is, by its very
nature, incomplete and specifically lacks information critical to making final investment decisions. Investors should seek financial advice as to the appropriateness of investing in any securities or
investment strategies mentioned or recommended. The accuracy of the financial projections is dependent on the occurrence of future events which cannot be assured; therefore, the actual results
achieved during the projection period may vary from the projections. Interest rate swaps and derivatives are offered and sold via Vining Sparks Interest Rate Products, LLC. The firm may have
positions, long or short, in any or all securities mentioned.  Member FINRA/SIPC.
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10-Year Treasury 
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Job growth was much weaker than the 460k expected and 
unemployment declined only because workers left the labor force

Core retail sales and consumer confidence both fell 
unexpectedly

Combined, the ISM reports portended the broad 
slowing of activity that began in November

Housing showed some signs of slowing but overall 
sales remained notably stronger than before the 

pandemic

Manufacturing output and business investment in 
equipment were comparatively resilient amid a 

broader slowing


