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Stocks Fell for a Second Month as the Global Pandemic Deteriorated, Drawing New Restrictions in Europe that Reinforced Fears of a Rocky Road to Recovery

Encouragingly, the U.S. economy rebounded at an annualized 33.1% rate in 3Q after contracting 31.4% in 2Q. The Eurozone economy grew at an unannualized 12.7% rate
after shrinking 11.8% in 2Q. The impressive partial recoveries reflected reopenings from initial lockdowns and the effects of previously unimaginable amounts of fiscal and
monetary stimulus. However, as the 2020 presidential election drew nearer, the virus pandemic deteriorated sharply across Europe and a third wave in the U.S. sent new
daily infections to a record by the end of October, tarnishing the shine of the initial snapback for activity and stirring worries that the recovery would be cut short.

Europe became the latest epicenter of the global outbreak as case growth turned exponential during October. With hospitalizations turning higher, and after piecemeal
policies failed to slow the spread, governments were forced to reimpose partial lockdowns that more closely mirrored responses to the initial outbreak. In the final week of
the month, Germany, France, and the U.K. announced plans to close non-essential retailers and bars and restaurants, limit public gathering sizes, and ask citizens to stay at
home and limit contact with other households. Most other countries in Europe had already announced similarly stringent measures. Even prior to the new restrictions, an
unexpected contraction in the Markit Services PMI signaled the European recovery was already slowing. As a result, most governments announced a second round of
stimulus to support businesses affected by the new restrictions and the ECB signaled that they would provide more stimulus for the economy in December.

Broadly speaking, the U.S. economic data was solid. While the pace of improvement slowed, the labor market continued to recover. There were 887k private nonfarm
payrolls added during September and initial and continuing jobless claims fell to new lows for the pandemic, albeit at still elevated levels. Consumer spending held up well
based on the better-than-expected gain for retail sales and personal spending in October. Incomes also grew by more than expected as wages continued a slow recovery
and payments from FEMA, related to President Trump’s executive order for additional unemployment assistance, offset another drop in unemployment benefit transfers
since the CARES Act boost expired. On the business front, data reinforced prior trends showing equipment investment recovering while spending on structures continued
to decline. Manufacturing indicators remained solid, on balance, despite a small decline in the ISM index to its second best level since January 2019. The ISM services index
perked up more than expected in September and the preliminary Markit Services PMI for October rose unexpectedly to its best level since February 2019.

However, fears that the U.S. recovery could go the way of Europe’s began to build as cases increased rapidly, reaching all the way into the White House, and
hospitalizations ticked higher. The CARES Act was a critical component of the collective U.S. response, boosting consumer incomes and floating businesses during and in
the aftermath of the first lockdowns. But with the Paycheck Protection Program closed and the expanded unemployment benefits expired, angst about the economic
outlook absent continued fiscal support became the focus. After weeks of few stimulus headlines, negotiations between Republicans and Democrats were restarted and
there appeared to be progress in closing in on a compromise. Talks, however, broke down and negotiators signaled a deal would have to wait until after the elections.

The lack of more fiscal support came after repeated calls from Fed officials for Congress to act quickly to keep lingering short-term disruptions from creating longer-term
economic damage. The Fed did not meet in October, but September's minutes and public commentary signaled that officials could soon clarify plans for using the balance
sheet and asset purchases to strengthen their accommodative position. As officials reinforced their plans to let inflation pressures build under the new less-preemptive
policy framework, and with the stall in discussions for more debt-fueled stimulus seen as a temporary delay until after the election, the Treasury curve moved higher and
steeper. The 10-year yield rose 19 bps to 0.87%, near its highest level since March, and its spread to the 2-year note widened to 0.72%, the most since February 2018.
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Personal income fell 2.7% in Aug. as 
unemployment benefits dropped 52% 
after the $600/week federal bonus 
expired at the end of July

President Trump and FLOTUS 
tested positive for COVID

ISM Manufacturing fell 
unexpectedly in Sept. to 55.4 (2nd 
highest since Jan. 2019)

Muddying the message, 661k 
new jobs missed estimates 
(but govt sector was to blame) 
while unemployment fell 
more than expected from 
8.4% to 7.9% (but people 
leaving the labor force drove 
most of the decline)

ISM Services rose 
unexpectedly to 
57.8, 2nd highest 
since Feb. 2019

Trump released 
from Walter 
Reed

Trump told his team to 
stop aid negotiations
with Dems; later said he 
would sign piecemeal 
aid deals

Trump said 
negotiations had 
restarted and 
been "very 
productive"

Reports
indicated 
Trump was 
open to 
"something 
bigger" than 
piecemeal 
stimulus

White House raised 
its stimulus offer 
from $1.6T to $1.8T

Johnson & Johnson 
paused phase 3 trial after 
patient became ill

Contrary to other 
anecdotal evidence, small 
business confidence rose 
more than expected to 
highest level since 
February

Pelosi said enhanced 
White House offer still 
not enough; Mnuchin 
said sides remain far 
apart on stimulus; Trump 
said he was open to more 
than $1.8T in new 
stimulus; McConnell said 
numbers were too big to 
get enough support in 
the Senate

Retail sales beat expectations in 
September, showing continued 
consumer strength

Trump wants more 
stimulus than $2.2T 
HEROES Act; Pelosi gave 
48-hour deadline for pre-
election deal

Pelosi spox said 
sides "narrowed 
their differences" 
and negotiations 
could continue

Home builder 
confidence hit a 
record high (since
1985)

Pelosi "pretty 
happy" with 
stimulus talks; 
White House 
"optimistic"

New and continuing jobless claims were 
better than expected at pandemic-era lows 
and catch-up reporting in California improved 
the past two weeks' trend; 23.15mm people 
were receiving some form of unemployment, 
lowest since April

Stimulus talks 
appeared to stall, 
decreasing 
likelihood of a pre-
election deal

Europe and the U.S. 
reported record 
infections over the 
weekend 

Germany and France 
announced new 
partial lockdowns 
that will last one 
month

U.S. GDP recovered 
33.1% in 3Q (expected 
+32%) after -31.4% in 
2Q, -5% in 1Q

ECB pledged 
more 
stimulus in 
December
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Value
Dow Jones 26,502 -4.61% i -4.61% i -7.14% i
S&P 500 3,270 -2.77% i -2.77% i 1.21% h
Nasdaq 10,912 -2.29% i -2.29% i 21.61% h

Stoxx Europe 600 342 -5.19% i -5.19% i -17.67% i
China CSI 300 4,695 2.35% h 2.35% h 14.62% h
Nikkei 225 22,977 -0.90% i -0.90% i -2.87% i

Yield

U.S. 2-year 0.15% 2.6 h 2.6 h -141.7 i
U.S. 5-year 0.38% 10.8 h 10.8 h -130.7 i
U.S. 10-year 0.87% 19.0 h 19.0 h -104.4 i

German 10-year -0.63% -10.5 i -10.5 i -44.2 i
U.K. 10-year 0.26% 3.3 h 3.3 h -56.0 i
French 10-year -0.34% -10.0 i -10.0 i -46.1 i
Italian 10-year 0.76% -10.6 i -10.6 i -65.2 i
Japanese 10-year 0.04% 2.6 h 2.6 h 5.3 h

Value
WTI Crude 35.79$ -11.01% i -11.01% i -41.39% i
U.S. Dollar 94.04 0.16% h 0.16% h -2.44% i
Gold Spot 1,879 -0.37% i -0.37% i 23.83% h
Commodity Index 71.84 1.40% h 1.40% h -11.18% i

Existing Home Sales MoM New Home Sales MoM Core Retail Sales

ISM Manufacturing Manufacturing Production Core PCE YoY

September
1.5%

Up 0.1%

August
-67.1B
-3.7B

September September
661k 7.9%

September
1.4%

October
100.9

Down 0.4 pts

September
9.4%

Nonfarm Payrolls

Treasury Notes Intraday Ranges:  52-Week Yield Range / Monthly Yield Range / Last Traded Yield

Commodity Performance
MTD Change

(in bps)

QTD Change

Global Sovereign Debt Performance

Down 0.5%

September
-3.5%

MTD Change QTD Change YTD Change

Consumer Confidence

(in bps)

Unemployment Rate

ISM Non-Manufacturing

MTD Change QTD Change YTD Change
Global Stock PerformanceTreasury Month-Over-Month

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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5-Year Treasury

0.19% on 
8/04/2020

1.78% on 
11/07/2019159 bps
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Private payrolls were better than the headline; a portion of the drop 
in unemployment related to a decline in participation

Retail sales beat expectations again but confidence 
cooled unexpectedly

ISM surveys remained strong, despite small 
decline in manufacturing

Pending home sales point to some slowing in 
existing sales; new home sales declined for the 

first time since April

Business investment in 
equipment remained 

solid


