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US Futures-World Markets: So much for the excitement to get the Georgia runoff elections in the rearview 
mirror. A sad and embarrassing day for the United States of America. It’s not a good look and it’s bad for 
business. Chuck Schumer’s comparison to Pearl Harbor did seem over the top, though. Something this 
ridiculous deserves a little Kenny Powers clip https://bit.ly/2Xg9fAc . The S&P was down less than 1% from 
the intra-day highs to the close yesterday. The Fed flooding the market with liquidity has been a true game-
changer along with the Robinhood cohort, but wouldn’t you think we’d sell off a bit? It’s remarkable how 
stock prices can ignore chaos from DC. This is a good thing in the long run and illustrates government has less 
impact on the market than most people think. At 8:30 ET we receive weekly jobless claims numbers. Estimate 
is 800k. S&P Futures vs. Fair Value: +22.00, 10-Yr Yield: 1.044. 
 
CORE Headlines: 

 Hours after hundreds of President Donald Trump's supporters stormed the U.S. Capitol in a harrowing 
assault on American democracy, a shaken Congress formally certified Democrat Joe Biden’s election 
victory.-Reuters 

 Japan declared a limited state of emergency in the capital, Tokyo, and three neighboring prefectures 
to stem the spread of the coronavirus, hoping that less-stringent curbs than imposed earlier will 
timestamp out infections.-Reuters 

 Moderna's COVID-19 mRNA vaccine is likely to offer protection of up to a couple of years, its chief 
executive said, even though more data is still needed to make a definitive assessment.-Reuters 

 Federal authorities planned to deal with protests this week with a minimally visible presence, 
according to law-enforcement officials, an approach which backfired when pro-Trump rioters 
breached the Capitol.-WSJ 

 “The euphoria that has driven the shares of green-energy companies such as TSLA to hard-to-defend 
levels is also speeding up the transition to a low-carbon economy,” a situation that may end up 
costing investors but help the planet.-WSJ 

 NY State Senate majority leader Andrea Stewart-Cousins, a Democrat, is pushing a proposal to raise 
revenue by increasing taxes on the wealthy, and by legalizing marijuana and sports-betting.-WSJ 
(Cuomo thinks the state can run a sportsbook better than a casino. Laughable. Just skim the skim, 
Governor. It’s a lot easier that way.) 

 Marc Short, vice president Mike Pence’s chief of staff, accused Trump of revoking his White House 
access as tensions between Pence and Trump continued to deteriorate.-NYP 

 Singer-songwriter Neil Young sold half of his legendary song catalog to Hipgnosis Songs Fund, the 
same publishing house that just bought the music of Fleetwood Mac guitarist Lindsey Buckingham.-
NYP 

 TWTR, FB: The social sites locked Trump’s accounts, preventing him from posting messages to his 
more than 88M followers on Twitter and 35M followers on Facebook after he published a string of 
inflammatory messages that led to violence.-NYT 
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 Biden plans to nominate Judge Merrick Garland, whose Supreme Court nomination Republicans 
blocked in 2016, to be attorney general, placing the task of repairing a beleaguered Justice 
Department in the hands of a centrist judge.-NYT 

 US government bond prices dropped to their lowest point since the beginning of the pandemic on 
news Democrats are poised to win the Senate and potentially enact a stimulus package that would 
fuel economic growth and inflation.-FT 

 Two prominent Republican leaders, including Senate majority leader Mitch McConnell, defied Trump’s 
effort to nullify Biden’s victory, saying that “democracy would enter a death spiral” if Congress 
attempted to overturn the result.-FT 

 Administration officials have started discussing the possibility of invoking the 25th Amendment to 
remove Trump from office—a move that would require the vote of a majority of Cabinet officials and 
vice president Mike Pence—according to a source familiar with the matter.-TheHill 

 
Interesting Reads/Charts: 

 Slow Boring: Matt Yglesias with an EXCELLENT essay on constructing political policy in a low-trust 
world. Some good examples, IMO. I agree with the age-based vaccination system. Maybe a little fcking 
common sense. Less bullsht, red tape, dictatorial nonsense to make politicians feel important. Just 
make it easier to understand. Is it that hard?  http://bit.ly/38lVg26  

 KQED: How parents can support teens’ mental health. Listen and connect. https://bit.ly/38k4mws  
 Entrepreneur: ‘Undercover Billionaire’- 3 questions to ask yourself http://bit.ly/3hUREar  
 Eat This: 50 worst ways to lose weight http://bit.ly/2Lr7Zri  

 
Charts from The Daily Shot: 
 
The news of Democrats taking control of the US Senate reignited the reflation trade. The market is 
betting on the federal government unleashing further fiscal stimulus, boosting consumption, economic 
growth, and inflation. Here is the relative performance of stocks that benefit from higher prices (Citi 
inflation long index) vs. those that do well in a deflationary environment. 
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Below are the “reflation” sectors. 
  

• Energy: 
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• Metals & Mining: 
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• Materials: 
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• Industrials: 
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Banks also tend to benefit from reflation, especially from a steepening yield curve. 
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Bank shares rose sharply. Notice the spread between the regional and total banking indices. Democrats are likely to 
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tighten the regulatory environment, which may have a greater impact on larger banks. 

 
 
 
The political shift in Washington is expected to benefit other sectors/sub-sectors as well. 

• Clean energy: 
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• Cannabis: 
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Sports betting shares also rallied. 
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On the other hand, large tech companies could face increased regulatory pressures. 
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Healthcare sector returns continue to trail the S&P 500.  

 
Source: MarketDesk Research    
  
However, healthcare is at long-term support relative to the S&P 500. 

 

Source: @DantesOutlook    
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Reflation also benefits small caps. 

 
  
Value stocks surged relative to growth. 
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• Momentum underperformed. 
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Shares favored by retail investors are soaring. 
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WTI crude oil climbed past $51/bbl. 
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Goldman expects Brent crude to reach $63/bbl by the end of the year. 

 
Source: @ISABELNET_SA, @GoldmanSachs    
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Technicals suggest Bitcoin is due for a pull-back. 

 
Source: BCA Research   
 
The ADP report showed a contraction in private payrolls last month. 
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US vehicle sales finished the year on a strong note. 

 
  
But sales were lower for the full year. 

 
Source: @WSJ   Read full article    
 
Two indicators point to an improvement in consumer sentiment in recent weeks. 



24

• Morning Consult: 

 
Source: Morning Consult   Read full article   
 
US background checks to purchase firearms: 

 
Source: @jeffsparshott    
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Tesla deliveries: 

 
Source: @chartrdaily    
 

 
Nothing on this email/website constitutes legal, tax, accounting or other professional expert advice. 
When reviewing the attached material, it is important to remember that past performance is not 
indicative of future results. 
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