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Treasury Yields Rose on Expectations a Democratic-Led Government Would Move for More Stimulus, While Equities Stumbled Amid a Retail Trading Frenzy 

Markets were active in January as Treasury yields jumped on stimulus prospects and equities became unnerved by exceptional volatility in a handful of heavily shorted
names. Politics were a focus and a primary reason why interest rates rose early in the face of evidence the recovery had moderated. Completing the blue wave, two runoff
races in Georgia handed Democrats control of the Senate with an evenly split chamber and Vice President Harris to break ties. Yields jumped in response on expectations
the new administration would seek more stimulus, even after $900 billion in aid was passed by the last Congress in late December. Just before his inauguration, President
Biden outlined details of a $1.9 trillion American Rescue Plan, which includes $1,400 checks to individuals, a $400 federal supplement for weekly unemployment insurance
through September, a minimum wage increase to $15 per hour, $350 billion in state and local aid, and $160 billion to increase testing and assist with vaccination efforts.
Republicans pushed back on the size and scope of the deal before a group of moderates asked to meet with the president in search of a compromise.

Following 4.0% growth in the fourth quarter, which capped off a less-severe 2.5% contraction in 2020 relative to the end of 2019, the pace of the recovery remained a
point of debate. Democrats could point to several monthly reports to support their case for more aid forthwith. Of most concern, the economy lost 140 thousand jobs in
December, the first decline since 20.8 million jobs were lost in April. However, leisure and hospitality shed 498 thousand jobs - restaurants and bars accounted for 372
thousand of the decline - while other sectors added a combined 358 thousand positions. Nonetheless, the labor market recovery appears to have leveled off. Continuing
jobless claims have been noisy in recent weeks because of reporting volatility in some states, and new claims have settled at a level higher than in November, prior to the
holiday-related virus surge. Consumer spending appears to have tapered off as December’s retail sales report disappointed and November’s results were revised down.
Additionally, small business confidence fell more than expected to its lowest level since May. Republicans, on the other hand, could point to other data to support their
desire to wait before agreeing to more stimulus. While spending slowed, personal incomes improved more than expected as wage gains and the first signs of assistance
from the $900 billion December bill helped lift the savings rate for the first time in seven months to 13.7%, an historically high level. Further bolstering their case, the
housing data remained solid and preliminary January Markit PMIs showed a surprise acceleration in both the manufacturing and services sectors.

Most importantly, U.S. cases and hospitalizations began to decline in the second half of the month after a holiday-related surge and the rollout of vaccines picked up, albeit
at a slower pace than hoped. The Biden administration said it was increasing its orders from Pfizer and Moderna by 100 million doses each, raising the total ordered from
400 million to 600 million. Additionally, Johnson & Johnson said its single-shot vaccine, which can be more easily stored, was 72% effective in a U.S. trial, 85% effective at
preventing severe COVID-19 cases, and 100% effective in preventing hospitalizations and deaths. There are, however, still questions about the effectiveness of vaccines
against more infectious virus strains identified in the U.K., South Africa, and Brazil. These strains have led to new lockdowns across Europe and a return of foreign travel
restrictions in many countries. Moderna said its vaccine is effective against both the U.K. and South+A9 African variant, although loses some potency against the latter.

The S&P 500 also rose as much as 2.6% on hopes for more stimulus and set five new records. However, the major story for stocks had nothing to do with the virus,
stimulus, or the recovery. Volatility emerged as a war broke out over some heavily shorted names. A horde of retail investors banded together to create a concerted bid for
shares of GameStop, driving the stock's price into the stratosphere and sending some major hedge funds that were short the stock scrambling. It also led several brokerage
firms to limit trading in the names because of regulatory concerns, became a focus in Congress, and was even asked about during Fed Chair Powell's press conference after
an uneventful policy decision. Ultimately, the S&P 500 slipped 1.1% while the 10-year Treasury yield rose 15.2 bps to 1.07%, below an earlier high of 1.15%.
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S&P 500Record close: NASDAQDow

ADP reported a 123k 
decline in private 
payrolls in December

The U.K.
returned to a 
nationwide 
lockdown for 
a third time

Saudi Arabia 
said it would 
unilaterally cut 
1mm barrels of 
production per 
day in February 
and March

News outlets called one Senate 
runoff race in Georgia for the 
Democrats and said a second was 
leaning in their favor

Protestors overtook the Capitol, 
delaying the ultimate confirmation 
of electoral college results naming 
Joe Biden as the 46th U.S. 
President

Nonfarm payrolls 
declined 140k in 
December, the 
first drop since
April, as leisure 
and hospitality lost 
498k positions 
which offset a net 
358k gain for other 
sectors

Small business confidence
weakened notably more than 
expected in December on 
political and virus 
uncertainties

House voted to impeach President 
Trump for a second time

Reports said 
the Biden 
stimulus plan 
could be as 
large as $2T

December's retail sales report was a sizeable disappointment and 
November was revised lower, although seasonality may have 
overstated the severity of the weakness

Fed's Powell said 
rate hike 
discussions would 
occur "no time 
soon", "now is not 
the time" to talk 
about tapering 
asset purchases

Treasury Secretary 
nominee Yellen told 
Congress to "act big" 
on more stimulus

Joe Biden sworn 
in as 46th U.S. 
President; 
Democrats 
officially 
regained Senate 
control

Surprisingly strong U.S. PMIs 
(Jan.) after weaker EU PMIs 
showed divergent impacts of 
varied virus responses

Lab results show 
Moderna vaccine 
effective against 
U.K. and S. Africa 
variants, but less 
potent against the 
latter

Former Fed Chair Yellen confirmed to 
be U.S. Treasury Secretary

U.S. to increase dose
orders from Pfizer and 
Moderna by 100mm 
each (400mm to 
600mm total)

Amid frenzied trading 
in GameStop and other 
heavily shorted names, 
which stirred broader 
market fears, the S&P 
500 posted its worst 
day (-2.6%) since Oct. 
28

Uneventful
Fed Meeting

U.S. economy grew 
4.0% in 4Q (expected
4.2%) and contracted 

2.5% in 2020 4Q/4Q

J&J single-shot vaccine 
72% effective in U.S. trial, 
85% against severe 
COVID-19, 100% against 
hospitalizations
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Value
Dow Jones 29,983 -2.04% i -2.04% i -2.04% i
S&P 500 3,714 -1.11% i -1.11% i -1.11% i
Nasdaq 13,071 1.42% h 1.42% h 1.42% h

Stoxx Europe 600 396 -0.80% i -0.80% i -0.80% i
China CSI 300 5,352 2.70% h 2.70% h 2.70% h
Nikkei 225 27,663 0.80% h 0.80% h 0.80% h

Yield

U.S. 2-year 0.11% -1.2 i -1.2 i -1.2 i
U.S. 5-year 0.42% 5.9 h 5.9 h 5.9 h
U.S. 10-year 1.07% 15.2 h 15.2 h 15.2 h

German 10-year -0.52% 5.1 h 5.1 h 5.1 h
U.K. 10-year 0.33% 13.0 h 13.0 h 13.0 h
French 10-year -0.28% 5.7 h 5.7 h 5.7 h
Italian 10-year 0.64% 10.0 h 10.0 h 10.0 h
Japanese 10-year 0.05% 3.3 h 3.3 h 3.3 h

Value
WTI Crude 52.20$ 7.58% h 7.58% h 7.58% h
U.S. Dollar 90.58 0.72% h 0.72% h 0.72% h
Gold Spot 1,848 -2.67% i -2.67% i -2.67% i
Commodity Index 80.10 2.62% h 2.62% h 2.62% h

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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A drop in leisure and hospitality payrolls offset a net gain in other 
sectors, leading to the first overall decline since April

Core retail sales were weaker than expected but 
confidence rose on firmer expectations

Both ISM reports recovered unexpectedly in 
December

New home sales rose for the first time in five 
months; existing sales beat expectations

The manufacturing sector's resilience continued


