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New Virus Cases in the U.S. and Elsewhere Hit Worst Levels of the Outbreak, But Equities Hit All-Time Highs as Investors Hope Vaccines Will End the Pandemic

The global outbreak quickened in November with new cases globally and in the U.S. hitting new pandemic highs and economic data indicating the global recovery appeared
to be slowing. Providing quite the juxtaposition, U.S. equities climbed to new all-time highs. Several developments were proposed as reconciling rationalizations, including
the encouraging late-stage trial results from several of the leading vaccine candidates, expectations for a divided Congress and the start of a presidential transition after
contentious elections, and the Fed reiterating its low-rate pledge and openly acknowledging plans to announce more detailed plans for its asset purchases “fairly soon.”

The virus data showed Europe reaped the health benefits of most of the continent returning to a partial lockdown in October, with the seven-day average of new infections
peaking in early November and declining for the remainder of the month. Conversely, the U.S. virus wave persisted for most of the month as actions to slow the spread
were limited to measures sporadically implemented by state and local governments. November PMIs showed the economic trade-offs of the two approaches as Europe’s
composite index dropped 4.9 points to 45.1, its broadest contractionary reading since May, while the U.S. index rose unexpectedly to its best level since 2015. However,
other data showed the U.S. wasn’t immune to some negative economic effects of the ongoing virus surge. Regional Fed bank activity indices declined in early November.
October's jobs report showed a larger-than-expected private payroll gain and drop in unemployment, but the more timely jobless claims data showed new unemployment
rose in back-to-back weeks for the first time since July. Those reports followed declines in both key consumer confidence measures and disappointing retail sales data.

However, the S&P 500 gained nearly 10.8%, outpacing every month since 1987 except for last April’s reflexive snapback following the pandemic-driven collapse in March.
Cyclical sectors, which that tend to lead in good economic times, outperformed safer sectors and beat the tech names which have led during times of stress throughout the
pandemic. Oil prices rose 27%, the Dollar declined 2.3% to a two-and-a-half year low, and gold tumbled more than 5% in its worst month in nearly four years. Seemingly
illogical when placed in the medical and economic context discussed above, the sharp improvement for risk assets was credited in large part to encouraging vaccine
developments throughout the month. Phase-three trial results showed the Pfizer-BioNTech and Moderna vaccines were more than 94% effective in blocking the
coronavirus and both companies filed for emergency FDA approval which could allow vaccinations to begin before Christmas. Although further behind in the process, early
results indicated the Oxford-AstraZeneca vaccine, a shot that is cheaper to produce and easier to store, was up to 90% effective when given in a specific dosing regimen.

The vaccine developments helped offset the continued disappointment of Congress postponing stimulus negotiations in late October until after the November elections. In
the days leading up to those elections, many polls had predicted Democrats could sweep the White House and Congress, an outcome that would almost certainly lead to a
flood of new Treasury issuance to fund another massive economic stimulus package to hasten the recovery. Those dynamics pressured longer Treasury yields higher right
up until early results on election night showed Republicans would likely keep the Senate. While a couple of runoffs in Georgia next month will decide Senate control, a
divided or evenly-split Senate will make significant legislative changes to the tax code or broader regulatory framework highly unlikely. The political dynamics also shrink
the size of any further stimulus that has a realistic probability of becoming law. With most of the existing emergency unemployment programs and other temporary
consumer protections set to expire at the end of the year, the recovery faces risks from a lack of some further Congressional action. Fed officials have been cohesive in their
call for lawmakers to do more, with the central bank’s policy rate already at the effective lower bound and new framework and forward guidance already having had their
surprise announcement effect. Nonetheless, Fed officials indicated in the November meeting Minutes that changes to their asset purchases to strengthen economic
accommodation would be announced "fairly soon," a force which helped drive the 10-year yield down 3.4 bps to 0.84%.
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S&P 500Record close: NASDAQDow

Pfizer and BioNTech announced 
initial analysis of phase 3 trial 
results showed their vaccine to 
be safe and 90% effective at 
blocking the coronavirus

Early indications on election 
night showed the 
presidential race would be 
closer than expected and 
the GOP could hold the 
Senate, lowering the 
likelihood of significant 
policy changes (e.g. taxes, 
spending) or a larger 
stimulus package that 
would force increased 
Treasury supply

The 7-day average 
for U.S. cases and 
hospitalizations hit 
new records

U.K. announced partial 
lockdown; non-essential
businesses closed for a 
month, citizens asked to 
stay home

Bank of England
boosted its asset 
purchase target by 
150b pounds to 875b

The Fed's November decision was 
unexciting and the statement little 
changed; officials continued to 
discuss possible options for the asset 
purchase program

October's jobs report 
was stronger than 
expected as private 
hiring (+906k) 
accelerated for the 
first time in four 
months and 
unemployment 
dropped 1% to 6.9% 
despite an uptick in 
participation

Moderna announced initial
analysis of phase 3 trial results 
showed its vaccine to be safe 
and 94.5% effective at blocking 
the coronavirus

Adding to concerns about a 
slowing recovery, retail 
sales were disappointing in 
October with just 2 of 14 
categories better than their 
12-month average

Home builder 
confidence rose 
unexpectedly to 

another series 
record

Pfizer said final analysis showed its 
shot was 95% effective; applied for 
FDA EUA two days later

Treasury's Mnuchin 
surprised markets by 
deciding not to extend 
five emergency Fed 
programs funded by the 
CARES Act past 
December 31 and 
requesting the Fed 
return unused funds

The Fed issued a public
response saying it 
preferred the "full suite" 
of programs be extended 
90 days

Initial jobless claims rose 
for the first time in five 
weeks to 742k; there were 
20.3mm Americans 
receiving unemployment 
at the end of October

Reports indicated former Fed Chair 
Janet Yellen would be nominated to 
be Treasury Secretary in a Biden 
administration

U.S. Markit PMIs rose unexpectedly 
in early November with the services 
and composite indices hitting highs 
since 2015

The Oxford-Astra vaccine 
was reportedly 70% 
effective, up to 90% in a 
specific dosing regimen

Former VP 
Biden was 
granted access 
to federal 
funds to begin 
his admin's
transition

Initial jobless claims rose 
unexpectedly and in back-
to-back weeks for the first 
time since July

Fed's November 
Minutes said 
officials could 
detail plans for 
asset purchases 
"fairly soon"
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Value
Dow Jones 29,639 11.84% h 6.68% h 3.86% h
S&P 500 3,622 10.75% h 7.69% h 12.10% h
Nasdaq 12,199 11.80% h 9.23% h 35.96% h

Stoxx Europe 600 389 13.73% h 7.83% h -6.37% i
China CSI 300 4,960 5.64% h 8.13% h 21.08% h
Nikkei 225 26,434 15.04% h 14.01% h 11.74% h

Yield

U.S. 2-year 0.15% -0.4 i 2.2 h -142.1 i
U.S. 5-year 0.36% -2.4 i 8.4 h -133.0 i
U.S. 10-year 0.84% -3.5 i 15.5 h -107.9 i

German 10-year -0.57% 5.6 h -4.9 i -38.6 i
U.K. 10-year 0.31% 4.3 h 7.6 h -51.7 i
French 10-year -0.33% 1.7 h -8.3 i -44.4 i
Italian 10-year 0.63% -13.4 i -24.0 i -78.6 i
Japanese 10-year 0.03% -1.0 i 1.6 h 4.3 h

Value
WTI Crude 45.34$ 26.68% h 12.73% h -25.75% i
U.S. Dollar 91.87 -2.31% i -2.15% i -4.69% i
Gold Spot 1,777 -5.42% i -5.77% i 17.11% h
Commodity Index 74.36 3.50% h 4.95% h -8.07% 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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Census workers and teachers weighed on headline job growth while 
private sector gains beat expectations; unemployment fell despite an 

uptick in participation

Broadly softer retail sales missed expectations; drop 
in confidence was larger than expected

Manufacturing was the highest since August 
2018

Existing sales were the best since 2005, but 
pending sales slowed again; revisions made new 

home sales trend better than expected

Business investment in 
equipment remained 

solid


