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Key market catalysts that played out in late 2020 extended into the ﬁrst week
of 2021, li�ing the major U.S. indexes to gains of around 2% and pushing record
levels higher. Expecta�ons of further U.S. government s�mulus also helped to
S&P 500
li� markets following Senate runoﬀ elec�ons in Georgia.
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Dow Jones Industrial Average
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1.47%

11.12%

A�er pos�ng a recordbreaking quarterly gain of 31% in the justcompleted
fourth quarter, a smallcap benchmark, the Russell 2000 Index, extended its
rally into the New Year. The index jumped around 6%, with most of the weekly
rise coming from Wednesday’s singleday jump of 4%.
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The yield of the 10year U.S. Treasury bond eclipsed 1.00% on Wednesday for
the ﬁrst �me since early March 2020, when the impact of the pandemic sent
yields sharply lower. The yield con�nued to surge as the week progressed,
reaching 1.11% on Friday.
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Wall Street analysts’ proﬁt forecasts for the quarterly earnings season that
opens this week have recently been rising. According to FactSet, projec�ons of
earnings by companies in the S&P 500 increased by 2.3% over the course of
last year’s fourth quarter.
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Morningstar Moderate Index
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Morningstar Aggressive Index
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Morningstar Conserva�ve Index

This Week in Markets

Themes, Risks, & Opportuni�es

Monday: No major reports scheduled

3Q20 real GDP rose 33.1% q/q at a seasonally adjusted annual rate.

Tuesday: Job Openings and Labor Turnover Survey, U.S. Bureau of Labor
Sta�s�cs

The U.S. recession and recovery could be at a slower pace than markets are
an�cipa�ng.

Wednesday: Consumer Price Index, U.S. Bureau of Labor Sta�s�cs; Federal
budget, U.S. Department of the Treasury
Thursday: Weekly unemployment claims, U.S. Department of Labor; Export and
import prices, U.S. Bureau of Labor Sta�s�cs
Friday: Retail sales, U.S. Census Bureau; Business inventories, U.S. Census
Bureau; University of Michigan Index of Consumer Sen�ment, preliminary
result; Producer Price Index, U.S. Bureau of Labor Sta�s�cs

Poli�cal headlines may foment market vola�lity.
Fixed income investors should move up in quality, and look to core bonds for
por�olio ballast.
The 3Q20 earnings season con�nued this week with 464 companies having
reported (91.8% of market cap). Current es�mates for 3Q20 earnings is $37.42
with EPS declining 6.0% y/y.

Thought of the Week
The 140,000 decline in nonfarm payrolls in December provided the clearest evidence yet that the resurgent
COVID19 pandemic has stalled the economic and jobs recovery. Job losses were concentrated in services,
par�cularly leisure and hospitality, which shed 498,000 jobs, mostly in restaurants and bars that struggle to
operate in the surging pandemic and colder weather. Areas like manufacturing and construc�on had strong
gains, reﬂec�ng less strain in goods than services. Indeed, 66% of jobs lost last spring have been regained in
the goods sector, compared to 54% in services. Nearly 9 million jobs have not yet been recovered in
services, over 10 �mes that of goods. While services jobs may con�nue to struggle this winter, broader
vaccine distribu�on in the coming months should help economic ac�vity not only normalize, but also
experience a surge in pentup demand for travel and dining in late 2021, improving employment markedly
in the hardest hit leisure and hospitality sector. Evidence that many of the job losses could be temporary is
explicit in the employment report: in December, 15.8 million people reported that they had been unable to
work because their employer closed or lost business due to the pandemic, 1 million higher than in
November. Addi�onally, 4.6 million people not in the labor force were prevented from looking for work due
to the pandemic. These ﬁgures should ease drama�cally as the pandemic wanes later in 2021, assisted by
ﬁscal s�mulus to support businesses and employees in the mean�me.
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