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WEEKLY MARKET UPDATE,
DECEMBER 7, 2020
GENERAL MARKET NEWS
• Last week saw a steepening of the yield
curve as optimism grew over vaccine news
and the potential for new stimulus. The
10-year Treasury yield opened last week
just below 0.85 percent and closed just
shy of 0.97 percent. This morning, the 10year opened at 0.94 percent, almost 9
basis points (bps) higher than last week’s
open. The 30-year opened this morning at
1.70 percent, an increase of 11 bps over last
week. On the shorter end of the curve, the
2-year opened last week at 0.15 percent and
dropped to 0.14 this morning.
• All three major U.S. indices were up again
last week. Markets moved higher as we
saw mostly positive news around vaccine
distribution and a potential additional round
of stimulus. On Thursday, the U.K. became
the first country to provide approval for the
Pfizer-BioNTech vaccine, leading Pfizer to
finish the week up more than 8 percent.
Another major driver for markets was a
proposed bipartisan stimulus package of
approximately $900 billion. We also saw
a continued pickup in coronavirus cases,
particularly in California, which has proposed
several new restrictions. This combination of
vaccine, stimulus, and coronavirus news led
to mixed trading in energy, health care, and
technology, which were among the week’s

top-performing sectors. Underperforming
sectors included utilities, consumer
discretionary, and materials.
• On Tuesday, the Institute for Supply
Management (ISM) Manufacturing index
for November was released. This measure
of manufacturer confidence fell from 59.3
in October to 57.5 in November, against
forecasts for a more modest decline to 58.
This is a diffusion index, where values above
50 indicate expansion, so manufacturing
remains in expansionary territory. In
addition, despite the larger-than-anticipated
drop, manufacturer confidence sits at
its second-highest level since December
2018, rebounding sharply since hitting a
lockdown-induced low of 41.5 in April. This
continued strength in November, despite
rising case counts, is a sign of resilience for
the industry.
• Thursday saw the release of the ISM
Services index for November. Service sector
confidence fell, but by less than expected—
from 56.6 in October to 55.9 in November,
against calls for a further decline to 55.8.
This is another diffusion index, where values
above 50 indicate growth, so this betterthan-expected result kept the service sector
in expansionary territory and well above the
pandemic low of 41.8 the index hit in April.
This marks two consecutive months with
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declining confidence, however, highlighting
the risks the worsening pandemic presents
to service sector businesses. For the time
being, confidence remains healthy, but this
will be an important area to monitor going
forward, as the service sector accounts for
the majority of overall economic activity.
• We finished the week with Friday’s release
of the November employment report. The
report showed 245,000 jobs were added
during the month, which was lower than
forecasts for 460,000 additional jobs and
down from the downwardly revised 610,000
jobs added in October. The unemployment
rate fell from 6.9 percent in October to 6.7
percent in November, as expected, but some
of this drop can be attributed to a surprise
decline in the labor force participation
rate during the month. This disappointing
report highlighted the negative economic
effects of rising case growth in November,
as newly implemented restrictions at
the state and local level likely served as
a headwind to hiring. This is the fewest
number of new jobs added in a month since
lockdowns ended, which is concerning
given that overall employment remains
roughly 4 million jobs below pre-pandemic
levels. Given the continuing case growth in
December, it is quite possible we will see
the pace of improvement stall even further
to end the year. There is hope vaccines will
help accelerate hiring once they are widely
available in 2021.

WHAT TO LOOK FORWARD TO
On Thursday, the initial jobless claims
report for the week ending December 5 will
be released. Economists expect to see an
additional 720,000 initial claims filed, which
would be a modest increase from the 712,000
initial claims recorded the week before. If
estimates prove accurate, this would mark
the third-lowest level of weekly initial claims
since the pandemic started. Nonetheless, on

a historical basis, claims would still be high.
The pace of improvement for initial claims
has slowed notably over the past two months,
highlighting the headwind to further labor
market improvements created by rising
COVID-19 case counts during this time.
Thursday will also see the release of the
Consumer Price Index for November.
Consumer prices are expected to grow by 0.1
percent during the month after remaining
flat in October. On a year-over-year basis,
consumer inflation is forecasted to grow by
1.1 percent, down from the 1.2 percent annual
inflation rate gain in October. Core consumer
inflation, which strips out the impact of volatile
food and energy prices, is also expected to
show 0.1 percent growth during the month.
That result would bring the pace of year-overyear core consumer inflation to 1.5 percent in
November, down from 1.6 percent in October.
We saw a moderate pickup in inflationary
pressure when lockdowns were lifted earlier
in the year. Nonetheless, consumer inflation
has remained largely constrained throughout
the year, primarily because of deflationary
pressures created by anti-coronavirus
measures.
On Friday, the Producer Price Index report
for November will be released. Economists
expect to see a modest 0.1 percent increase in
producer prices during the month and a 0.6
percent gain year-over-year. Core producer
inflation, which strips out the impact of volatile
food and energy prices, is expected to show
0.2 percent growth during the month and 1.5
percent growth year-over-year. If estimates
prove accurate, this report would be another
sign that the moderate inflationary pressure
we saw during the summer has largely
subsided. Inflation remains well below the
Federal Reserve’s stated 2 percent target. As
we end the year, economists expect to see
modest price pressure due to the worsening
public health picture.

mountainone.com

|

413-664-4025

INVESTMENTS

Friday will also see the release of the
preliminary estimate of the University of
Michigan consumer sentiment survey for
December. Economists expect sentiment to
fall, with forecasts calling for a drop from 76.9
in November to 76 in December. This result
would be the lowest level for the index since
August, highlighting the negative impact
of the worsening public health picture.
Hope exists that the positive vaccine news
released in November will bolster consumer
confidence. In November, however, the
second and final monthly report for this index
was released after the vaccine news was
announced. It showed a decline in confidence
throughout the month, indicating rising
case counts likely outweighed the positive
vaccine news. The index bottomed at 71.8
in April, which means the forecasted result
would leave consumer sentiment above that
pandemic-induced low-water mark. We have
a long way to go, however, to return to the
pre-pandemic high of 101 set in February.
Historically, improving consumer confidence
has supported faster consumer spending
growth, so this release will continue to be
widely monitored.
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Equity Index

Week-toDate

Month-toDate

Year-to-Date

12-Month

S&P 500

1.72%

2.18%

16.50%

20.87%

Nasdaq
Composite

2.14%

2.19%

40.10%

46.74%

DJIA

1.16%

2.05%

8.28%

11.74%

MSCI EAFE

1.02%

2.32%

5.41%

9.09%

MSCI
Emerging
Markets

1.66%

3.82%

14.42%

22.60%

2.04%

4.01%

14.84%

18.83%

Russell 2000

Source: Bloomberg

Fixed Income
Index

		

Month-toDate

Year-to-Date

12-Month

U.S. Broad
Market

–0.42%

6.84%

6.83%

U.S. Treasury

–0.77%

7.38%

6.90%

U.S.
Mortgages

–0.11%

3.54%

3.85%

Municipal
Bond

0.13%

4.64%

4.88%

Source: Morningstar Direct
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Disclosures: Certain sections of this commentary
Disclosures: Certain sections of this commentary
contain forward-looking statements that are
based on our reasonable expectations, estimates,
projections, and assumptions. Forward-looking
statements are not guarantees of future
performance and involve certain risks and
uncertainties, which are difficult to predict. All
indices are unmanaged and are not available for
direct investment by the public. Past performance is
not indicative of future results. The S&P 500 is based
on the average performance of the 500 industrial
stocks monitored by Standard & Poor’s. The Nasdaq
Composite Index measures the performance of all
issues listed in the Nasdaq Stock Market, except for
rights, warrants, units, and convertible debentures.
The Dow Jones Industrial Average is computed
by summing the prices of the stocks of 30 large
companies and then dividing that total by an
adjusted value, one which has been adjusted over
the years to account for the effects of stock splits
on the prices of the 30 companies. Dividends are
reinvested to reflect the actual performance of the
underlying securities. The MSCI EAFE Index is a
float-adjusted market capitalization index designed
to measure developed market equity performance,
excluding the U.S. and Canada. The MSCI Emerging
Markets Index is a market capitalization-weighted
index composed of companies representative of the
market structure of 26 emerging market countries
in Europe, Latin America, and the Pacific Basin. The
Russell 2000® Index measures the performance of
the 2,000 smallest companies in the Russell 3000®
Index. The Bloomberg Barclays US Aggregate Bond
Index is an unmanaged market value-weighted
performance benchmark for investment-grade
fixed-rate debt issues, including government,

corporate, asset-backed, and mortgage-backed
securities with maturities of at least one year. The
U.S. Treasury Index is based on the auctions of U.S.
Treasury bills, or on the U.S. Treasury’s daily yield
curve. The Bloomberg Barclays US Mortgage Backed
Securities (MBS) Index is an unmanaged market
value-weighted index of 15- and 30-year fixedrate securities backed by mortgage pools of the
Government National Mortgage Association (GNMA),
Federal National Mortgage Association (Fannie Mae),
and the Federal Home Loan Mortgage Corporation
(FHLMC), and balloon mortgages with fixed-rate
coupons. The Bloomberg Barclays US Municipal
Index includes investment-grade, tax-exempt, and
fixed-rate bonds with long-term maturities (greater
than 2 years) selected from issues larger than $50
million.
Authored by the Investment Research team at
Commonwealth Financial Network.
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Insurance and Investments are not insured by the FDIC and are not deposits or other obligations of, or guaranteed by, any depository institution. Funds are subject to investment
risks, including possible loss of principal investment.
The financial advisors of MountainOne Investments offer securities and advisory services through Commonwealth Financial Network®, member FINRA/SIPC, a Registered Investment Adviser. Fixed insurance
products and services offered through CES Insurance Agency or MountainOne Investments. MountainOne Bank is not a registered broker-dealer or Registered Investment Adviser. MountainOne Bank and
MountainOne Insurance are not affiliated with Commonwealth. MountainOne Investments’ main office is located at 85 Main Street, Suite 100, North Adams, MA 01247. (413) 664-4025.
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