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November was punctuated by several market moving
events. US election results, which point towards a split
Congress, were cheered. Thereafter, over three succes-
sive Mondays, investors were greeted with positive vac-
cine efficacy announcements, signaling the prospect of

the end of the Covid-19 crisis, which ignited risk assets.

The S&P 500 index posted its best November since 1928
(+11.0%) leaving the bechmark +14.0% thus far in 2020.
However, it was the smaller capitalization stocks that
led the way higher, with the Russell 2000 index rising
+18.4% (+10.4% ytd), its largest monthly advance since
inception in 1984. In a robust rotation into value and
cyclical stocks, the year’s heretofore biggest losers
gained the most in November. Overseas stocks also
posted impressive gains for the month, as illustrated by
the MSCI EAFE (+15.5% in November; +3.5% ytd).
Similarly, the Euro Stoxx 600 index jumped +13.9%, but
still remained -3.9% for 2020. In Asia, Shanghai stocks
rose a more modest +5.2% (+13.8% ytd) while Tokyo’s
Nikkei 225 index leaped +15.0% (+13.8% ytd). Overall,
global value stocks returned +15.1% in November, out-

performing growth, which returned 10.9%.

In fixed income markets it was the riskier high yield and
emerging markets that outshone lower risk ones (the 10
-year US Treasury Note ended the month with a yield
of 0.84%, down 4 basis points) as positive Covid-19 vac-
cine news increased optimism for a cyclical recovery in
2021. The US high yield bond index returned +4.0% in
November (+4.2% ytd), while the Bloomberg Barclays
US Aggregate index rose +1.0% (+7.4% ytd).

Commodity markets were also strong in November on
improved prospects for a resumption in global growth.
In the energy complex, WTI crude oil rocketed higher
by +26.7% last month, yet still remains -25.7% ytd. Ag-
@tural prices advanced +4.1%, while metal val-
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ues rose +5.6% (copper prices reached a seven-year
high). Conversely, precious metals took a post-election
pause, led by gold (-5.4% in November; +17.1% ytd).

GEOPOLITICS

The US election, which garnered an unprecedented
amount of votes, including large numbers of pandemic
induced mail-ins, resulted in victory for Joe Biden, now
deemed President-elect. While the Trump campaign
has filed legal challenges to contest several state results,
this is unlikely to affect the outcome, given the margin
of victory. Indeed the transition process from a Trump

to a Biden administration is now underway.

With regard to Congress, the Democratic Party retained
control of the House, albeit with a smaller majority.
Control of the Senate will be decided post January 5,
2021 by two special run-off elections in Georgia. If ei-
ther of the incumbent Republicans hold onto their seats,
which is likely, the party will retain its majority control

in the upper chamber, leading to a split Congress.

Looking ahead, there are a few key policy implications
of a Biden presidency. We expect the incoming presi-
dent to take a more diplomatic and less confrontational
approach in foreign policy matters. Also, a reunification
of the US with its global peers in an effort to combat
climate change, with the president-elect intending to re-
join the Paris Climate Agreement. This is expected to

help drive a domestic green agenda which will promote

/

economically stimulative policies.
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A\IITED STATES

The economic recovery in the US continues to proceed
at a solid pace, but there appear to be some speed
bumps on the horizon. The purchasing managers’ in-
dex (PMI) for November showed that both manufac-
turing and services activity was improving, with the
indices rising more than expected. However, Novem-
ber labor market data showed the addition of 245,000
jobs, a marked downshift from recent months. Nota-
bly, while the unemployment rate ticked-down to
6.7%, the number of adults that have exited the labor
force rose by 560,000, indicating an increasing degree
of permanent job losses. This shift, in-turn, led to softer
consumer confidence measures for November, with
the index declining from 101.4 to 96.1. Overall, Q4
2020 GDP is currently tracking at a 5.4% annualized
growth rate, an uptick from last month’s forecast of
4.8%, stemming from strong consumer spending and
durable goods orders, thanks in-part to prodigious fis-

cal and monetary stimulus.

In a noteworthy appointment by the incoming Biden
administration, former Federal Reserve chairman, and
activist, Janet Yellen was called-on to become the first
female Treasury Secretary. Mrs. Yellen is considered an
“uber-dove” in favor of significantly more fiscal stimu-

lus to prop-up the US economy.
EurOPE

The Eurozone’s recovery process has temporized on
account of a second wave of the Covid-19 pandemic
and the resulting region-wide lockdowns. Restrictions
have once again created an economic air-gap in service

oriented sectors, pushing out the ultimate recovery by

o

/

430 Park Avenue - 17* Floor - New York, NY 10022 Tell (212) 223-2020 - Fax (212) 758-9804 - www.papamarkou.com



