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US Futures-World Markets: S&P futures trade lower as coronavirus restrictions weigh on near-term
economic prospects. Makes sense for the market to take a breather. The S&P closed just below 3700 on
Friday and is +14.8% YTD. Not too shabby for a pandemic. In a case of bad news is good, weak Jobs data
bolstered the case for a stimulus package from Congress. Counting on politicians to do the logical thing is
never a great bet. Let’s see if this $908 billion bipartisan deal gets passed. They’ve played politics long
enough. It’s time to get money in the hands of people who need it. The market expects this deal. Dr. Scott
Gottleib was on CNBC this morning saying vaccines should be widely available to the general population by
March. It doesn’t help us in the near-term, but it is good news. S&P Futures vs. Fair Value: -14.50, 10-Yr Yield:
0.944%.
The great economist Walter E. Williams passed away last week. Here are couple of my favorite quotes from
him.
 “Most of the great problems we face are caused by politicians creating solutions to problems they
created in the first place.”
 “Powerful government tends to draw into it people with bloated egos, people who think they know
more than everyone else and have little hesitance in coercing their fellow man. Or as Nobel Laureate
Friedrich Hayek said, "in government, the scum rises to the top".”
 “Despite the miracles of capitalism, it doesn't do well in popularity polls. One of the reasons is that
capitalism is always evaluated against the non-existent, non-realizable utopias of socialism or
communism. Any earthly system, when compared to a Utopia, will pale in comparison. But for the
ordinary person, capitalism, with all of its warts, is superior to any system yet devised to deal with our
everyday needs and desires.”
CORE Headlines:
 Investors are piling into wagers on industrial metals like copper and nickel, betting that coronavirus
vaccines and stimulus programs will drive a boom in manufacturing activity as part of a global
economic resurgence.-WSJ
 Washington lawmakers expect to pass a one-week spending bill soon that would keep the
government funded through December 18 and buy more time for complex, year-end negotiations on
a long-term funding measure and coronavirus relief.-WSJ
 Senator Bill Cassidy (R-LA) is "optimistic" Republican leadership and President Trump will support
$908 bln stimulus bill. However some sources are doubtful that negotiations will lead to a new
stimulus law. Finally, Congress might need to pass a one week funding bill to give negotiations more
time and avoid a government shutdown.-Politico
 College financial-aid applications are down sharply, a possible sign that high-school seniors are
postponing college because of the economic downturn caused by the pandemic.-WSJ
 After a late autumn surge in coronavirus infections led to rising hospitalizations and deaths, the
Swedish government has abandoned its attempt—unique among Western nations—to combat the
pandemic through voluntary measures and will launch a series of restrictions.-WSJ
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Ant Group made loans to half a billion people in China and accounted for nearly a fifth of the country’s
outstanding short-term consumer debt as of June, making it one of China’s biggest originators of
unsecured loans, prompting the regulatory scrutiny that scuttled its IPO.-WSJ (I’m sure it’s fine)
Trump hasn't conceded the election and is already discussing a rematch in 2024, a prospect that could
entangle Joe Biden and hamper other Republicans laying the groundwork for their own campaigns.USA
Goldman Sachs is considering relocating its $8 billion-revenue-generating asset-management arm to
Palm Beach County or Fort Lauderdale, and is reviewing potential real estate sites and talking to local
officials about tax advantages.-NYP (That toilet flushing sound you hear is NY’s tax base going down
the drain.)
US cannabis sales hit record levels over the Thanksgiving weekend, prompting industry predictions
the combination of Covid-19 anxiety and a trend toward legalization has triggered a permanent uplift
in demand.-NYP
Facing global anger over their initial mishandling of the outbreak, Chinese authorities are now trying
to rewrite the narrative of the pandemic by pushing theories that the virus originated outside China.NYT (Is anyone surprised?)
A senior Saudi royal and former intelligence chief harshly criticized Israel, calling it the “last of the
western colonizing powers in the Middle East,” comments that hint at growing tensions about
whether the kingdom should formalize relations with Israel.-FT
Warsaw continues to tangle with Brussels over the EU’s €1.8T budget and recovery package, raising
the question of whether such clashes will prompt Poland to leave the union in what some people are
calling a possible “Polexit.” -FT
States struggling to prioritize who should receive the initial coronavirus shots are handing off those
critical decisions to health care providers, giving them less than two weeks to decide how to ration the
scarce doses among their own employees.-TheHill
A US scientific panel has concluded that exposure to a type of directed energy was the most likely
culprit for a number of medical symptoms, including dizziness and memory loss, experienced by
diplomats posted in Cuba and China.-WSJ
Citigroup (C) is scaling back on plans to have employees in offices amid surge of coronavirus cases in
NYC.-Bberg
2600 people per week were leaving NYC before the pandemic began and the coronavirus has
amplified those trends.-Bberg (I didn’t realize it was pile on NYC Monday. Sorry.)

Interesting Reads/Charts:
 Bloomberg: NY state officials revive plans to tax second homes in NYC (I’m sure it will work out fine)
https://bloom.bg/3qzNHfo
 Pedestrian: How to avoid bad routines when working from home https://bit.ly/3qzNqZU
 NYT: Police drones are starting to think for themselves https://nyti.ms/2JzNSXz
 Forbes: Boat sharing apps while people wait for cruise ships to resume operations
https://bit.ly/39QsFD5
Charts from The Daily Shot:
The November employment report was a stark reminder that the nation’s labor market recovery has a
long way to go. The headline payrolls figure was well below market expectations.
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Here is the evolution of payroll employment.

Source: Oxford Economics, @GregDaco

The small business employment data from Homebase has been a good predictor of total service jobs

4

– and it points to further deterioration.

Source: Pantheon Macroeconomics
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Long-term unemployment continues to climb. (scary chart)

The prime-age labor force participation rate is deteriorating.
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The lack of childcare options is part of the reason for the trend above. (It’s important for schools to
remain open for a recovery.)

Source: @FactTank Read full article

The number of Americans who are not in the labor force but want a job climbed.
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Long-term market-based inflation expectations are grinding higher.
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Speculative demand for call options remains elevated, which is supporting the overall market rally. It’s
not going to be pretty on the way down. (These exaggerate market moves in either direction.)

• Call option volume:
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Source: Deutsche Bank Research
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Small trader volume: (Probably tired of me using the term, but the Robinhood Effect is real
https://bit.ly/2JYsFGx .)

Source: @sentimentrader

The S&P 500 is at the upper Bollinger band.

h/t Cormac Mullen
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Flows into QQQ (Nasdaq 100 ETF) spiked this year.

h/t @JPBarnert
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Equity valuations still look compelling relative to bonds. (The Fed is forcing investors into risky assets
with rates at historic lows.)

Source: @WSJ Read full article
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The rotation out of mutual funds into ETFs continues. (Will it ever stop?)

Source: @mbarna6, @EricBalchunas

Deutsche Bank expects WTI crude oil prices to reach “fair value” at around $75/bbl next year.

Source: Deutsche Bank Research
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Tesla’s market value vs. the next four largest automakers combined:

Source: @Breakingviews, @CGAThompson Read full article

The largest US banks:

Source: @WSJ Read full article
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Foreign enrollment at US colleges: (I thought it would be down more.)

Source: @business Read full article
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