
U.S. equity benchmarks ended mixed 
Friday, leaving the Dow with weekly gains 
but the S&P 500 index and Nasdaq 
Composite with losses, as markets 
struggled to find new reasons to move 
higher amid weakness in the labor market 
and the potential for higher borrowing 
costs.

The Dow Jones Industrial Average DJIA was 
up 0.98 points to end at 31,494.32 and has 
edged up for three consecutive weeks. The 
S&P 500 index SPX fell 7.26 points, or 0.2%, 
to 3,906.71. The broad-based benchmark 
fell for its fourth straight session, marking 
its longest losing streak in two months. The 
Nasdaq Composite Index COMP picked up 
9.11 points, or 0.1%, to 13,874.46, also 
falling for its fourth consecutive session.

For the week, the Dow rose 0.1%, the S&P 
500 fell 0.7% and the Nasdaq Composite 
slid 1.6%.
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Moving upward

US yields have been moving higher for mostly 
the "right" reasons. Investors are hopeful over 
the prospects for an economic reopening as 
vaccine distribution hastens. Furthermore, 
they are encouraged by expectations that 
another immense wave of fiscal stimulus will 
boost growth (although also in the deficit). 
Also supporting yields is the US Federal 
Reserve's pledge to allow the economy to "run 
hot" to offset earlier inflation shortfalls and 
reduce labor market scarring. So far, equity 
markets have absorbed the 
somewhat-higher-rate environment without 
much upset, though some stocks with massive 
P/E ratios have experienced some selling 
pressure.

Tax hikes possibly fund US inf rast ruct ure

This week, US Secretary of the Treasury Janet 
Yellen reiterated her view that the risks of not 
going big on a coronavirus relief package far 
outweigh the costs. The package is expected to 
cost almost $2 trillion. Should a surge in 
inflation spark, Yellen said that the Fed has the 
tools to deal with any upward price pressures. 
She also said that the Biden administration 
intends to introduce an infrastructure package 
later this year and that tax hikes will likely be a 
part of the proposal. No further details were 
provided. Yellen warned that equity valuations 
are very high in the current low-yield 

environment and cautioned investors to be 
very careful in certain sectors. The secretary 
stated that tariffs on Chinese imports will 
remain in place while the administration 
determines the appropriate strategy for China 
going forward.

US econom y indicat es recovery

Even in advance of another wave of fiscal 
stimulus, the US economy appeared to 
perform strongly in January despite still-high 
levels of coronavirus cases during the month. 
Retail sales surged 5.3% in January, beating 
expectations by a mile. Meanwhile, industrial 
production rose 0.9% to an almost 
pre-pandemic level of output. Also, producer 
prices surged during the month, rising 1.3%. 
Taken together, the data point to a reflationary 
environment, one that should continue as 
infection levels retreat. Additionally, the 
Conference Board's CEO confidence survey 
showed that chief executives have not been 
this confident since 2004. 36% of those 
surveyed said that they plan to increase wages 
by more than 3% in the next year and just 12% 
plan to cut jobs.

Vaccine st udy leans t oward increased 
availabil i t y

A study of 9,000 Israelis shows that one dose 
of the Pfizer/BioNTech vaccine decreased 
infections by 85%, not too far below the 95% 
effectiveness of the two-dose regimen. The 
study shows that the vaccine can be stored 
safely using consumer-grade freezers and 
does not require the ultracold equipment 
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previously thought necessary to preserve it. As 
a result, transportation and distribution 
challenges are greatly reduced. The Israeli 
survey proposes that spacing out second 
doses could allow faster distribution to a 
wider number of individuals which 
significantly helps to halt the virus's spread. 
The United Kingdom has already implemented 
that approach with promising results. 
Bloomberg reported on Friday that the US 
vaccine supply is expected to double in the 
coming months as production increases.

Wint er  weat her  w reaks havoc in Texas

The South Central region of the US was hit 
with an unusually persistent cold snap that 
has left millions without power as the 
electrical grid experiences massive 
disruptions. The temperatures were so cold 
that US oil and gas production dropped by a 
third amid a surge of demand and frozen 
pipelines. Multiple chip producers based in 
Texas were forced to halt production due to a 
global semiconductor shortage. Vaccine 
distribution is expected to be impacted as 
airfreight hubs in the Mid-South were heavily 
impacted.

HEADLINERS

US President Joe Biden reportedly told 
governors that a rise in the minimum wage to 
$15 probably won't be part of his coronavirus 
relief package.

The ongoing backup in US interest rates has 
cooled mortgage demand a bit. The average 
30-year mortgage rate is at a three-month 
high of 2.81%, but still below year-ago levels 
by nearly 75 basis points.

fears of a resurgence in US inflation somewhat 
cooled after the Consumer Price Index rose 
0.3% in January from December which was in 
line with expectations and held steady when 
stripping out food and energy costs.

EARNINGS NEWS

According to data from FactSet Research, with 
83% of the constituents of the S&P 500 Index 
having reported for Q4 2020, blended 
earnings per share (which combines reported 
data with estimates for those that have yet to 
report) shows that earnings growth is running 
at 3.1% and sales rose 3% compared with the 
same quarter a year ago. About 80% of 
companies are beating analysts' estimates this 
quarter, the highest percentage since FactSet 
began gathering the data in 2008.

Shares of Deere & Co. DE jumped 10.5% 
Friday, after the construction, agriculture, 
and turf care equipment maker reported big 
profit and revenue beats for the fiscal first 
quarter, citing ?improving conditions? in the 

farm and construction sectors, and provided 
an upbeat full-year outlook. 

Six Flags Entertainment Corp. SIX said it was 
preparing to open all of its parks for the 
2021 season, although the reopening dates 
are subject to change based on local and 
federal guidelines related to the COVID-19 
pandemic. Shares were up 4.9%.
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Do you have questions about your stimulus check, the 
CARES Act, recession, SBA loans, finances, the market or the 
economy?

Park 10 Financial has the knowledge and expertise to 
answer all of your concerns. 

Em ail:  info@park10f inancial.com  
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