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DISCLOSURE
This document is intended for educational purposes only and should not be construed as investment advice. This document may
contain forward-looking statements within the meaning of the federal securities laws. Forward-looking statements are those that predict
or describe future events or trends and that do not relate solely to historical matters. Actual results could and likely will differ, sometimes
materially, from those projected or anticipated. Cook Street is not undertaking any obligation to update or revise any forward looking
statements whether as a result of new information, future events or otherwise. You should not take any statements regarding past
trends as a representation those trends or activities will continue in the future. Accordingly, you should not put undue reliance on these
statements.
Past performance is no guarantee of future results and every investment may lose money. No guarantees or assurances are or can be
made as to performance. Different types of investments involve varying degrees of risk. The investment return and principal value of
securities will fluctuate based on a variety of factors, including, but not limited to, the type of investment, the amount and timing of the
investment, changing market conditions, currency exchange rates, stability of financial and other markets, and diversification. There is
no guarantee that a diversified portfolio will outperform a non-diversified portfolio in any given market environment. No investment
strategy can guarantee profit or protection against loss in periods of declining values. No assurance can be given that capital market
assumptions will prove to be correct, and the difference between assumptions and actual conditions could vary materially.
This document contains data obtained from sources believed to be reliable, but such data is not guaranteed as to its accuracy and
does not purport to be complete. Please be advised that any numbers referenced in this document, whether provided herein or
verbally, are subject to revision. Cook Street is not responsible for updating those figures that have changed. Cook Street accepts no
liability for loss arising from the use of the material presented in this report. This document should not be relied on in substitution for
the exercise of independent judgment.
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I – DOMESTIC MARKETS OVERVIEW
U.S. Markets Surge into 2021
Equities Cap Extraordinary Year with Buoyant Fourth Quarter
U.S. equity markets ended 2020 with a third Exhibit A: Trailing Asset Class Returns
consecutive standout quarter. Coming off the heels of (Select Indices; through 12/31/2020)

Source: Morningstar

a six-month recovery that witnessed stocks erase the
losses seen over the first quarter of the year, the
advance continued unabated in Q4. The equity gains
came amidst a bitterly contested U.S. Presidential
election and dramatic increase in the number of new
COVID cases and deaths. Investor optimism over
newly introduced vaccines and additional fiscal
stimulus (with the prospect of even more to follow in
the new year) more than offset concerns over the election and the length of the pandemic. U.S. large cap stocks (S&P
500 Q4 +12.1%; 2020 +18.4%) ended 2020 with another double-digit return, the fourth over the past five years. While
all S&P sectors had positive returns, market leadership experienced a reversal in the fourth quarter, with more
economically sensitive sectors (S&P 500 Energy +27.8%; Financials +23.2%; Industrials +15.7%) leading the way. The
market reversal extended to small cap stocks, who advanced considerably over the quarter – to such an extent as to
result in small cap stocks ending the year with higher returns than large cap stocks (Russell 2000 Q4 +31.4%; 2020
+20.0%) (Exhibit A). Smaller capitalization energy companies advanced on average by more than 50% over the quarter
(Russell 2000 Energy +64.6%).
Risk-On Sentiment Extends into Fixed Income Markets
Exhibit B: Credit Spreads

Source: St. Louis Fed

(Select Option-Adjusted Spreads by Quality)

Over the final three months of the year, domestic fixed
income markets (Bloomberg Barclays U.S. Aggregate
continued narrowing of credit spreads across the quality
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spectrum (Exhibit B). The quarter capped a strong, albeit
turbulent year for government (Bloomberg Barclays U.S.
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Q4 +2.8%; 2020 +9.4%), with spreads largely tightening
back to levels seen at the beginning of the year. Below
investment grade credit markets performed especially
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well (ICE BofA High Yield Index +6.5%), while convertible

bonds (ICE BofA All US Convertible Index +16.9%) outpaced all market segments. The prospect of additional stimulus
in 2021 helped to drive a steepening of the Treasury yield curve, due in part to an increase in breakeven inflation rates
(Bloomberg Barclays U.S. Treasury U.S. TIPS Index +2.0%).

Backstopping fixed income markets is continued

accommodation and signaled support from the U.S. Federal Reserve.
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Greater Clarity over Vaccine, Incoming Administration Brighten Prospects of Recovery
Fed Remains Accommodative as Crisis Enters New Phase
In December, the U.S. Federal Reserve signaled it would maintain its accommodative policy stance into 2021 and beyond
(if necessary) in order to help meet its dual policy goals of full employment and a long-term inflation rate of 2%. The
Fed kept its key Federal Funds Rate anchored at 0.00%-0.25% and indicated it would continue to pursue policies of
quantitative easing (i.e., Treasury and mortgage bond buying program of at least $80 billion and $40 billion per month,
respectively) for the foreseeable future. Based on the FOMC’s economic projections, no interest rate increases are
currently being projected until at least 2023, as the labor market recovery stalls (Exhibit C) amidst an increase in new
COVID cases. Additionally, the Fed maintained its guidance on inflation, indicating they would attempt to achieve nearterm inflation higher than the long-term target of 2%. Coupled with additional fiscal stimulus measures, near-term
expectations of inflation have begun to increase.
Election Provides Democrats Mandate for Further Stimulus while Vaccine Rollout Expands
Following the November Presidential election and January Senate elections in the state of Georgia, Democrats captured
control over both the Executive and Legislative branches of the federal government. The narrow and intensely fought
victory provides a window – for at least the next two years – for the Biden administration to pursue some key policy
objectives, including the release of additional fiscal stimulus. The prospect of additional stimulus follows a $900 billion
relief package agreed to during the month of December. Coupled with an expanded rollout of COVID vaccines, a clearer
economic picture may begin to emerge soon.
The anticipated relief comes amidst a worsening pandemic, with over 375,000 lives lost in the United States at the time
of this report’s publication. As various lockdown measures have been re-introduced across the country, economic activity
is expected to have slowed, and the sharp reduction in the number of unemployed workers has slowed down and
reversed course. The economy was estimated to have lost 140,000 jobs in December. While measures of
underemployment have continued to improve slightly (Exhibit C), labor force participation has stagnated, and the
number of long-term unemployed persons has continued to increase.
Exhibit C: Unemployment and U-6 Underemployment Rate (December 2020)

Source: U.S. Federal Reserve
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I – DOMESTIC MARKETS OVERVIEW (Cont.)
Market Contributors
Investors See a Light at the End of the Tunnel
Despite the economy ending the year notably

Exhibit D: S&P 500 Sector Returns Q4 v. 2020

Source: Morningstar

smaller than it began, major equity indices ended
2020 at all-time highs after several pharmaceutical
companies announced successful vaccine trial
results. Hopes that mass inoculation would lead to
some type of return to pre-pandemic normality
aided smaller capitalization and cyclical companies
that had been particularly impacted by COVID-19,
and they led the quarterly advance. Investor
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The beleaguered energy sector was the strongest performer for the quarter, rising 27%. Over the whole year, it was the
worst performing sector, losing 33%. Following publication of encouraging vaccine results in early November, West
Texas Intermediate Crude gained 35% to close the quarter at $48, a price at which analysts believe financially healthier
companies can cover their operating expenses. The Organization of Petroleum Exporting Countries (OPEC) and allies
also supported oil prices by slowing the pace of a planned production increase in 2021.
The financial services sector delivered strong returns over the quarter as well, although it too lost value over the year.
Hope that pent up consumer demand will lead to a strong economic rebound and increased inflation pushed interest
rates up and benefited bank stocks. Equity issuance for 2020 was at the highest level since 2000 (Exhibit E), which aided
banks, such as Morgan Stanley, that generate profits from trading and capital markets. Trading volumes were over 40%
higher than in 2019, and many companies raised capital or went public, like Airbnb.
Cyclical areas of the industrials sector benefited from vaccine optimism, and the sector also outpaced the broader
market. Airline stocks responded especially strongly to this development, alongside the $15 billion in aid that came from
the recently passed COVID-19 relief package. The industry has struggled with a continued drop in demand, as passenger
volumes have remained well below pre-pandemic levels, and North American airline industry profits are forecast to be
estimates by IATA, an airline trade association.
Rising interest rates led to muted returns for fixed
income, and riskier sectors of the markets, like high
yield bonds, emerging market debt, leveraged loans,
and investment grade credit outpaced the broader
market. Increased inflation expectations benefited
TIPs, and a declining U.S. dollar aided international

Exhibit E: Equity Issuance by Year
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Market Detractors
Defensive Areas Lagged While Risk Rallied
Exhibit F: Time Until Investment Activity Returns to PrePandemic Levels: Investor Survey Source: CBRE as of September 30, 2020

Although many hard-hit areas of the market
rebounded in the fourth quarter, the real estate sector
continued to struggle. Rising interest rates were a
headwind for the debt-heavy industry, and continued
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and family life moved into the home, but these
companies trailed the broader market post-vaccine
announcements. The office segment of the real estate
sector also underperformed due to the worry that

demand for office space will not rebound to pre-pandemic levels until further in the future (Exhibit F), especially in the
expensive, coastal markets where most publicly traded real estate investors focus.
Prior to vaccine developments, investors bid up companies that helped consumers stay home, but sentiment shifted
with the end of the pandemic potentially in sight. This particularly hurt consumer staples companies, which was one of
the worst performing sectors for the fourth quarter. Grocery stores, like Kroger, had been beneficiaries of homebound
lifestyles as consumers stocked up on essentials and ate at home more, but sentiment turned on vaccine hopes. Despite
making headlines for releasing bacon-scented face masks, Hormel Foods, along with other packaged food
manufacturers, suffered the same headwinds as grocery stores. Investors also wagered that consumers will be less keen
on the home in general, hurting both home improvement retailers like Home Depot and home builders such as D.R.
Horton. Other defensive sectors, like utilities, failed to keep pace as well, and gold, a safe-haven asset, lost value.
In fixed income markets, rising Treasury yields and
tightening credit spreads led to underperformance in

Exhibit G: Fixed Income Returns Q4:2020 v.
2020

long duration and government-backed bonds,

Source: Morningstar
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II – INTERNATIONAL MARKETS OVERVIEW
World View
Global Markets End Year on Positive Note
After a historically volatile year, global markets closed out the Exhibit H: Global Equity Returns (%)
year with a surge of momentum during the fourth quarter
(Exhibit H; MSCI World Q4:+14.7%, 2020:+16.3%). Despite a
resurgence in COVID-19 cases leading up to the holidays and
fresh lockdown measures, investors around the globe
regained confidence in the recovery of global economies.
Multiple companies announced COVID-19 vaccines, and
distribution began across the globe. A positive trend in global
economic activity also helped boost investor sentiment.
Preliminary manufacturing PMIs (Purchasing Managers Index)
for major global economies showed expanding industrial
sectors in a majority of countries (83%), while all countries
showed

an

acceleration

in

momentum.

Additionally,

European investors received surprising news in December
when a Brexit Trade Deal was reached. While investors expect
some initial challenges with the transition, overall sentiment is
positive as the deal brings to a close a four year period of
uncertainty (MSCI Europe Q4:+15.6%; MSCI United Kingdom
Q4:+16.9%). The Chinese economy continued to recover
during the quarter, despite the ongoing foreign policy tension
between China and the United States. Chinese industrial

Select Countries and Regions, Q4 2020. Source: Morningstar. Currency: USD.

Global Equity Returns
Region / Country
MSCI Argentina
MSCI Australia
MSCI Canada
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MSCI France
MSCI Germany
MSCI Italy
MSCI Japan
MSCI United Kingdom
MSCI USA
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MSCI EAFE
MSCI EM
MSCI Asia Ex Japan
MSCI Asia Pacific
MSCI Europe
MSCI North America
MSCI World

Q4:20

2020

21.2%
22.9%
13.9%
11.2%
20.4%
11.5%
22.4%
15.3%
16.9%
14.7%
17.0%
16.0%
19.7%
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16.7%
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14.7%

12.7%
8.7%
5.3%
29.5%
4.1%
11.5%
1.8%
14.5%
-10.5%
20.5%
10.7%
7.8%
18.3%
6.6%
11.9%
5.4%
19.9%
16.3%

production beat expectations (6.9% vs 6.7%) and retail shares
gained year-over-year as well. Additionally, exports surged 21% year-over-year, and the service sector has also showed
recent gains. However, the pandemic has put strain on China’s credit system as a series of high-profile government
owned enterprises defaulted during the quarter, raising concern from investors.
As a result of the aforementioned surge in momentum during the fourth quarter, global equity markets outpaced the
U.S. market (Exhibit H; MSCI ACWI ex USA Q4:20:+17.0%; MSCI USA Q4:20:+14.7%) and generally ended the year in
positive territory (with the exception of the United Kingdom). China was the best performing market for the 2020
calendar year (MSCI China 2020:+29.5%). This was largely attributable to internet retail and communication companies
as consumers adjusted to shopping and working from home as a result of the COVID-19 pandemic. Although China’s
positive performance continued during the fourth quarter (MSCI China Q4:+11.2%), the market generally
underperformed other global markets as a result of Alibaba Holdings Group’s performance (Q4:-20.8%) being negatively
impacted by the disappearance of founder Jack Ma and speculation the company may be added to the U.S. investment
blacklist. Italy was one of the best performing markets during the fourth quarter (MSCI Italy Q4:+22.4%). This was largely
attributable to the performance of luxury brand Moncler SpA (Q4:+43.3%) and automotive companies Ferrari
(Q4:+24.7%) and Fiat Chrysler Automobiles (Q4:+48.0%) as consumer spending increased during the quarter as
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II – INTERNATIONAL MARKETS OVERVIEW (cont.)
World View (Cont.)
individuals prepared for cold weather and the holidays. Despite the United
Kingdom’s positive performance during the quarter, and the aforementioned

Exhibit I: Global Equity Sector Returns (%)
Select Sectors, Q4 2020. Source: Morningstar

(surprise) Brexit deal, the country underperformed in 2020 as the likelihood
of a ‘no-deal’ Brexit was a concern for investors (MSCI United Kingdom Q4
+16.9%, 2020 -10.5%). From a sector standpoint (Exhibit I), the technology
sector was the best performing sector over the quarter and year (MSCI ACWI
ex USA Technology Q4 +24.7%, 2020 +45.4%). The energy sector was the
worst performing sector of 2020 as the global COVID-19 pandemic forced
demand for oil to significantly drop. However, the sector saw a reversal
during the fourth quarter as oil prices rose on the news of a COVID-19
vaccine (MSCI Energy Q4 +22.5%, 2020 -23.5%).
Generally outperforming U.S. fixed income markets during the quarter and
in 2020, global fixed income continued its positive trend (BbgBarc Global
Aggregate Q4 +3.3%, 2020 +9.2%; BbgBarc US Aggregate Q4 +0.7%,
2020 +7.5%) (Exhibit J). Riskier areas of the fixed income market, including
emerging market and high yield debt, continued to outperform most other
areas as the COVID-19 vaccine and continued stimulus measures bolstered investor’s expectation for a global recovery
and thus demand for riskier assets during the quarter (BbgBarc Gbl High Yield Q4 +7.7%; BbgBarc EM Aggregate Q4
+8.1%). European fixed income markets continued to post positive returns (BbgBarc Euro Aggregate Q4 +5.7%, 2020
+13.4%) as the European Union announced fresh stimulus measures in December and continued their COVID-19 relief
efforts through the purchase of corporate bonds (Bbgbarc Euro Aggregate Corps Q4 +6.4%, 2020 +12.0%). Emerging
market debt continued to post positive returns for the quarter (BBgBarc EM Aggregate Q4 +4.5%; Corporate Q4+4.4%;
High Yield Q4+8.1%) while generally lagging the broader fixed income market in 2020 due to relatively poor performance
in Q1:20. Global fixed income markets also benefited from the weakening U.S. dollar during the quarter, and in 2020. The
aforementioned appetite for riskier assets, and an uptick in PMI’s across the globe, sparked a sell off of the U.S. dollar
sending it to one of its lowest levels seen in five years (Bloomberg Dollar Spot Index Q4 -4.8%, 2020 -5.8%). Since the
start of the global pandemic, the dollar has experienced one its sharpest declines dropping approximately 14% since its
all-time high in March 2020.
Exhibit J: Global Fixed Income Returns (%)
Select Fixed Income Regions & Sectors, Q4 2020. Source: Morningstar. *10 Year Annualized Returns.**10 year data not available.
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III – LEADING ECONOMIC INDICATORS
Manufacturing and Industrial Output
Exhibit K: Industrial Production and ISM PMI Indexes

Source: The Federal Reserve, Institute of Supply Management

(Trailing 10-year)

ISM PMI Composite Index (U.S.) – The Institute for Supply Management (ISM) Purchasing Managers
Index (PMI) combines five manufacturing indicators (new orders, production, employment, deliveries,
and inventories) to create a composite view of national manufacturing activity. A PMI reading above
50 generally indicates manufacturing expansion.
Industrial Production Index (U.S.) – Calculated by the Federal Reserve, the Industrial Production
Index measures real output for all facilities located in United States, including manufacturing, mining,
electric utilities, and gas utilities.

Manufacturing and Industrial Production Continue to Expand
The PMI Composite Index recorded its seventh consecutive month of expansionary readings in December (readings
above 50 indicate expected expansion within the manufacturing sector). After slowing in November, the pace of growth
accelerated in December, rising 3.2 percentage points to a reading of 60.7. December’s result marks the highest reading
in over two years as all sub-indices now indicate expansion.

New orders, production, supplier deliveries, and

employment advanced strongly over the month of December, while inventories grew at a more moderate rate. The
composite Index has grown 27% year-over-year and 43% since its low-point in April, a sign of economic rebuilding in
the wake of the COVID-19 pandemic.
The Industrial Production Index increased in October and November, advancing approximately 1.4% after realizing a
slight decline in September. While the Index is still 4.9% below its February reading, it has seen a recovery of nearly 14%
since falling to a low in April. Manufacturing output grew 0.8% in November with particularly strong gains in motor
vehicle and parts manufacturing (5.3%). Utilities output declined 4.3% due to unseasonably warm temperatures and
reduced demand for electricity and natural gas. Mining output increased with expansion among all major components.
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III - LEADING ECONOMIC INDICATORS (Cont.)
Commercial Activity

Exhibit L: Transportation Index and Consumer Sentiment

Source: Morningstar,
Thomson Reuters/University of Michigan
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The Dow Jones Transportation Index – The Dow Jones Transportation Index represents the stock
price movement of 20 of the nation’s largest transportation firms, including trucking, airlines, and
railroads. It is commonly used as a forward indicator for future commercial and industrial activity.
Consumer Sentiment Index – Conducted by the Survey Research Center under direction from the
University of Michigan, this index reflects the personal and overall economic outlook of respondents.
The survey is widely used as a proxy for future consumer spending expectations.

Transportation Index Reaches All-Time Highs, Consumer Sentiment Remains Cautious
The Dow Jones Transportation Average Index added 11.7% over the fourth quarter and rose 16.5% for the year. From
mid- to late-March, the global pandemic caused the Index to crash nearly 40.0% before rallying to all-time highs and
breaking the 20,000 level in mid-November. The news and rollout of multiple COVID-19 vaccines pushed 19 of the 20
Index constituents higher during the fourth quarter. Railroad companies, the Index’s largest sub-industry weight, were
the Index’s leading contributors over final three months of 2020. A surge in consumer spending on goods during Q4
fueled an increase of freight on railcars, allowing the industry to post its first volume gain in two years.
The Consumer Sentiment Index finished the year at a mark of 80.7. While year-over-year the Index fell 19.1%, the
December reading is up 12.4% from the year’s low recorded in April (71.8). Following a slip in November due to the
election and resurgence of COVID cases, the Index improved over December as there was a rapid shift in outlook along
partisan lines. A significant jump of the long-term expectations among Democrat respondents outweighed the pullback
in expectations among Republican respondents. The pandemic continues to drive a growing divide among household
assessment of personal finances based on their own employment situation.
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III - LEADING ECONOMIC INDICATORS (Cont.)
Labor Markets
Exhibit M: Initial Jobless Claims and Total Nonfarm Payroll

Source: Federal Reserve Bank of St. Louis, BLS

(monthly, seasonally adjusted, 2008-current)

Total U.S. Nonfarm Payrolls – U.S. Bureau of Labor Statistics statistical measure representing the total number of paid U.S.
workers of any business, excluding: government employees, private household employees, employees of some nonprofit
organizations, and farm employees.

Initial Jobless Claims (4-week moving average) – Initial Jobless Claims readings are issued by the U.S. Department of
Labor. This indicator measures the number of unemployed who are filing for initial unemployment benefits. To smooth
volatility, a 4-week moving average is utilized.

As COVID-19 Continues to Spread, the United States Economy Ends Seven Months of Job Growth
After the dramatic loss of over 22 million payrolls in March and April, the economy saw positive job growth for seven
consecutive months, recovering just shy of 12.5 million payrolls. This period of growth ended in December, however,
as 140,000 jobs were lost during the month. The Leisure and Hospitality sector (-498,000) was the main driver of the
decline as rising COVID-19 infections prompted increased restrictions, and colder weather across the country limited
restaurants’ ability to serve customers outdoors. Other sectors such as Professional and Business Services (+161,000)
and Retail (+121,000) added payrolls throughout December, but not enough to offset the aforementioned losses.
While the economy recovered a good number of jobs over the duration of 2020, there was a net job loss of almost
10 million payrolls, cementing 2020 as the worst year of job loss on record. The jobless rate at 6.7% is almost double
that of the pre-pandemic level. Looking towards 2021, investors and economists are hopeful that a replenished
stimulus package from the government and the nationwide distribution of the COVID-19 vaccine will allow businesses
to reopen and expand capacity and continue to recover some of the jobs lost in 2020.
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III - LEADING ECONOMIC INDICATORS (Cont.)
Housing

Exhibit N: Housing Starts, Housing Market Index
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Housing Market Index – Data compiled by National Association of Home Builders (NAHB) based on a
monthly survey with a focus on single-family housing. The index is a weighted average of ratings from home
builder surveys on market conditions for current and forecasted new home sales. The index ranges from 0 to
100, and a reading of 50 generally indicates positive sentiment in builders.

Builder Confidence Rebounds, and Housing Starts Begin Slow Road to Recovery
After reaching a reading of 78 in August, the highest reading since December 1998, the NAHB Housing Market Index
continued to climb to readings of 83 and 85 in September and October respectively. In November, the HMI reached
a reading of 90, the highest reading in the history of the index. The preliminary numbers for December show the index
falling slightly to a reading of 86. These readings indicate positive sentiment amongst builders is increasing, despite
the recession brought on by COVID-19.
Privately-owned housing starts increased 6.3% from an annualized rate of 1,437,000 in September to 1,528,000 in
October. Housing starts increased at a slower rate of 1.2% to 1,547,000 in November. While housing starts missed
expectations in September, October and November beat expectations, suggesting the housing market is rebounding
more quickly than expected. Housing starts for multi-family housing jumped 8% month-over-month, while singlefamily housing starts had a slight increase of 0.4%, indicating consumers’ preference for more affordable multi-family
housing.
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