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US Futures-World Markets: US equity futures are lower and the S&P 500 is on course for a fourth straight
week in the red. Investors are hesitant as we wait for a relief package agreement, not these phony partisan
packages that each party passes for theater. Even the Fed is asking for more government stimulus. S&P
Futures vs. Fair Value: -12.60, 10-Yr Yield: 0.658%.
I jabber about the Fed’s “easy money” and a fire hose of stimulus. Pundits blabber about a stock market
bubble. We can talk price-to earnings ratios and valuations of Zoom, Tesla, Nikola, Amazon, Facebook, Apple,
DocuSign, etc. all we want, but here is a real world example that isn’t very flashy. Under the surface of this
market, stalwart companies are taking advantage of ultra-low interest rates.
Below quote is from Barron’s this past weekend:
“as part of a $4 billion offering, Coca-Cola (KO) sold 10-year paper yielding 0.7 of a percentage point more
than the Treasury benchmark, or just under 1.40%. It used the proceeds to repurchase older securities with
coupons as high as 4.125%. The reduced cost of capital accrues to Coke’s shareholders, who garner bubbly
dividends that yield 3.25%, vastly more than bond yields that have been cut by the Fed’s actions. Investmentgrade companies are flocking to the fixed-income market, having raised $1.55 trillion there this year and
$117 billion already this month, according to Barclays. Now is the time for them to take advantage of such
attractive borrowing terms, ultra-low Treasury yields, and tight credit spreads, before the U.S. elections,
which will increase capital market volatility, says Cliff Noreen, head of global investment strategy at
MassMutual.”
CORE Headlines:
 Senate will vote on continuing resolution next week to fund government through December 11.TheHill
 President Trump will send Americans on Medicare a $200 discount card for prescription drugs.-Bberg
(pre-election handout?)
 House Speaker Nancy Pelosi (D-CA) introduced yesterday's $2.4 trillion stimulus bill to form a basis
for renewed talks amid continuing pressure from moderate Democrats in her caucus.-WaPo
 PAC-12 will begin football season on November 6.-NYT (What about the science and data? Or is it the
egg on their face from the SEC and ACC playing?)
 Boeing's grounded 737 MAX could receive regulatory approval to resume flying in November and
enter service by the end of the year, Europe's chief aviation safety regulator said.-Reuters
 European governments will pay claims above an agreed limit against AstraZeneca over side-effects
from its potential COVID-19 vaccine, under different terms to a deal struck with Sanofi.-Reuters
 The number of applications for unemployment benefits has held at just under 900,000 a week this
month, suggesting the labor-market recovery is stalling as layoffs restrain hiring gains six months
into the pandemic.-WSJ
 Newly appointed Japanese prime minister Yoshihide Suga said he wants to break through a diplomatic
standoff with South Korea to encourage cooperation on the coronavirus pandemic and the security
alliance with the US.-WSJ
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“California’s decision to ban sales of new conventional vehicles starting in 2035 shows how
regulators’ aggressive emission targets are forcibly reshaping an industry that is struggling to keep
its customers on board.”-WSJ
Microsoft earned high marks from Wall Street analysts for cloud computing advancements it
announced at a virtual tech conference—"We view Microsoft as a diversified business with excellent
visibility and these product enhancements should help sustain near double-digit revenue growth for
the foreseeable future," said Jefferies analyst Brent Thill.-IBD
Billionaire sports owner Mark Cuban is advocating for a dramatic increase in the economic aid the
federal government is providing to Americans during the pandemic—he says every household in the
country should receive a $1,000 stimulus check every two weeks until December.-NYP
New Jersey officials on Thursday approved a budget that hinges on borrowing $4.5B to cover basic
operating costs, making the state one of the first to take on debt to plug a gaping financial hole during
the pandemic.-NYT
US Special Operations forces, with no fanfare, killed a top Qaeda leader in northwest Syria in an
unusual drone strike nearly two weeks ago, using a missile that has long blades to crush or slice its
victim while minimizing risks to any civilians nearby.-NYT (I hadn’t heard this story.)
Top Republicans, including Senate majority leader Mitch McConnell and senator Lindsey Graham,
rebuked Donald Trump after he refused to commit to a peaceful transfer of power should he lose the
White House to Joe Biden in the November election.-FT

Interesting Reads/Charts:
 Wealth of Common Sense: Why housing could be one of the best-performing asset classes of the
2020’s https://bit.ly/3mQiFhf
 Wired: How Twitter survived its biggest hack https://bit.ly/3634n7f
Charts from The Daily Shot:
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New home sales remain remarkably strong.

And inventories of new houses are at multi-year lows.
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Builders have been selling more “starter” houses, while higher-end home sales saw a decline.
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According to the AEI Housing Center, home price appreciation will reach 11% next month. Is the housing market
overheating?

Source: AEI Housing Center

Bloomberg’s consumer sentiment continues to recover. The second chart below is the “buying
climate” index.
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Bloomberg’s report shows that Americans are much more upbeat about personal finances than the
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state of the economy.

Source: @TheTerminal, Bloomberg Finance L.P.

A measure of consumer spending from Harvard University shows that wealthier households remain
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much more cautious than those with lower incomes.

Source: Opportunity Insights

Once again, more than a million Americans filed for unemployment benefits last week. Initial jobless
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claims remain stubbornly high.

Source: Oxford Economics
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IT was the only sector to hold onto positive returns (following a record run) so far this month.

Source: BCA Research

This chart shows how flows into tech-oriented ETFs have led the Nasdaq index, closely tracking
growth in the Fed’s balance sheet. (Interesting how heavily weighted Tesla is within QQQ and other
tech ETF’s)

Source: @VincentDeluard

Will we see a decline in retail options frenzy after the recent selloff? (Remember when people said
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the retail frenzy would stop once live sports and betting were back?)

Source: @financialtimes Read full article

Moderating inflation expectations (chart below) and a stronger dollar have been pressuring gold.
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This chart shows declining interest in gold and inflation. (I’m surprised gold isn’t viewed as a hedge
heading into the presidential election and possible delayed winner.)

Source: Arbor Research & Trading

BP shares closed at the lowest level in 25 years as energy-sector investors continue to sell.

Source: @JavierBlas

Brent has been consolidating.
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Commercial real estate mortgages that are 90+ days past due have been rising.

Source: S&P Global Ratings
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Many retail properties have been struggling, and some are never coming back.

Source: @adam_tooze, @bbgvisualdata Read full article
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Recently, we’ve been getting conflicting messages from key Fed officials.

Source: @TCosterg

This chart shows US government borrowing costs going back to 1786.

Source: Deutsche Bank Research
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Vaccine production goals:

Source: Longview Economics

Political preferences by generation:

Source: Morning Consult Read full article

When reviewing the attached material, it is important to remember that past performance is not
indicative of future results.
Nicholas Lampone

Dalzell Trading
Principal & Director of Trading
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