
Stock indexes tumbled Friday, putting the 
worst week since last October in view. This 
is amid concerns that volatile trade in a 
batch of small, heavily shorted companies 
may reflect a speculative bubble across the 
wider market. Meanwhile, the slowness of 
the coronavirus vaccine rollout created 
doubts about the speed of economic 
recovery.

The Dow Jones Industrial Average DJIA fell 
444 points, or 1.5%, to around 30,159, but 
off session lows. The S&P 500 SPX traded 51 
points, or 1.4%, lower at 3,736. The Nasdaq 
Composite Index COMP fell 196 points, or 
1.5%, near 13,139. The small-capitalization 
Russell 2000 index RUT was 1.7% lower at 
2,070.

For the week, the Dow and S&P 500, 
Nasdaq Composite are all on track for 

weekly declines of over 3%. The Russell 
2000 is on pace for a weekly loss of about 
4.5%.

The Dow was on track for a 0.6% monthly 
loss, while the S&P 500 was up 0.2% and 
the Nasdaq Composite was 2.2% higher.
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Ret ail t raders spike volat i l i t y

A handful of heavily shorted stocks went on 
wild rides this week as retail speculators 
worked together in Internet chat rooms to 
release a historic squeeze. Several hedge 
funds were significantly impacted, causing a 
wide array of investors to reduce both long 
and short market exposure. A litt le more than 
a week ago, volatility as measured by the Cboe 
Volatility Index, rose as high as 37 this week 
from 21. Furthermore, volume on the New 
York Stock Exchange reached record levels. 
Additional market turmoil was seen on 
Thursday as the Depository Trust and Clearing 
Corporation demanded more collateral from 
brokerages which prompted many to restrict 
trading in the targeted shares. On Wednesday, 
the Federal Open Market Committee met, and 
a press conference thereafter revealed that US 
Federal Reserve Chair Jerome Powell 
minimized the link between low interest rates 
and frothy asset values while downplaying 

financial stability risks.

Biden set s vaccinat ion goal in US

With the pace of coronavirus vaccinations 
already on pace to meet his goal of 100 million 
doses in his first 100 days in office before his 
inauguration, US President Joe Biden 
increased his target to 150 million vaccinations 
and vowed to inoculate 300 million Americans 
by the end of the summer. On Friday, Johnson 
and Johnson announced that it would pursue 
emergency use authorization from the US 
Food and Drug Administration for its 
single-dose COVID-19 vaccine in early 
February. Doing so would increase the 
availability of vaccines if received. The 
company reported that its formula was 66% 
effective in preventing moderate-to-severe 
disease.

Tensions r ise bet ween China and Taiwan

Repeated Chinese military intrusions into 
Taiwanese airspace provoked 
countermeasures from Taiwanese forces this 
week. Consequently, tensions rose between 
Beijing, which views Taiwan as a renegade 
province of China. The Chinese defense 
ministry stated on Thursday that any move 
toward independence for Taiwan would mean 
war. As a result of the rising tensions, the 
Biden administration moved a carrier battle 
group into the South China Sea and reiterated 
the US commitment to Taiwan as "rock solid." 
This week, Biden signaled that the US will 
maintain pressure on China, including 
retaining tariffs and delisting Chinese stocks.
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HEADLINERS

The US economy expanded at a 4% annualized 
rate in the final quarter of 2020 and 
contracted 3.5% for the full year, revealing its 
worst performance since 1946.

US-listed companies have conducted 80 
follow-on stock offerings in 2021, raising over 
$16 billion. Both figures were records for this 
point in the year. Globally, companies have 
raised more than $400 billion in debt and 
equity in less than a month.

The US Senate this week confirmed Janet 
Yellen as treasury secretary.

President Biden signed three executive orders 

aimed at battling climate change, including a 
moratorium on new oil and gas drilling on 
federal lands.

EARNINGS NEWS

With 36% 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 -2.5%. Meanwhile, sales rose 1.6% 
compared with the same quarter a year ago, 
according to data from FactSet Research. 
About 85% of companies are beating analysts' 
estimates this quarter, compared with the 
typical 75%.

Shares of heavily shorted stock, Koss Corp. 
KOSS were up about 60%, while those of 
AMC Entertainment Holdings AMC rose 52%.

Dow component Caterpillar Inc. CAT shares 
fell 0.3% despite the maker of mining and 
construction equipment posted 
better-than-expected profit for the fourth 
quarter and revenue that was in line with 
consensus.

Eli Lilly & Co. LLY shares fell 1.1%, despite the 
drug maker surpassing fourth-quarter profit 
and revenue expectations as it recognized 
$850 million in U.S. revenue for 
bamlanivimab, the drug maker?s treatment 
for mild to moderate COVID-19 that has been 
granted Emergency Use Authorization.

Shares of Novavax Inc. NVAX surged 65% 
after the company late Thursday said studies 

showed its proposed COVID-19 vaccine was 
nearly 90% effective overall, but much less 
effective against a new variant.

Juniper Networks Inc. JNPR shares were 
down 4.8% after the computer-networking 
company hit earnings expectations and 
topped revenue forecasts.

Visa Inc. V late Thursday beat earnings and 
revenue expectations amid strong debit-card 
and online-shopping trends and announced 
a new $8 billion buyback program. Shares of 
the company slipped 1.6% Friday.

Shares of United States Steel Corp. X edged 
3.9% lower after the steel producer reported 
a better-than-expect performance on a key 
profit metric for the fourth quarter.

Shares of Johnson & Johnson JNJ fell 3% after 
the company released Phase 3 data on its 
COVID vaccine, which showed an efficacy of 
66%.



Clearing up confusion from the economic downturn following COVID-19 and how it 
might affect your financial strategy. Click to read article.

                Randall Fielder
(713-955-3555, Randall@park10financial.com)

INCISIVE INVESTOR
PAGE 4

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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