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If you thought the new year was going to mark a turning point from all the craziness of 2020, think 

again.  In the equity market, the year couldn’t have started out any worse.  It was only five trading days 

ago, but we wouldn’t excuse you for forgetting what happened on Monday given all the events in be-

tween.  So here’s a recap. 

The year started off innocent enough 

on Monday morning.  Futures were 

firmly higher, and the S&P 500 opened 

in positive territory.  Within minutes, 

though, traders began to ring the regis-

ter locking in gains from 2020 and de-

ferring the taxes from those winnings 

until the end of the year. Within the 

first 90 minutes of trading the S&P 500 

was down over 1%, and by noon it was 

down more than 2%.  Things started to 

stabilize in the afternoon, but at the 

end of the day, the S&P 500 was still 

down about 1.5%.   

A 1.5% decline is nothing extreme in terms of market moves, but in looking through our intraday data-

base going back to 1983, only two other years started out in positive territory at the opening bell only 

to finish the day down more than 1%.  Those two years were 2000 and 2008.  Even if you’re new to the 

market, you probably know how those two years played out.  

Thankfully, the rest of the week 

looked nothing like what transpired in 

2000 and 2008.  In both of those 

years, the S&P 500 continued declin-

ing throughout the week, but this year 

the market came back strong.  Even in 

the midst of Tuesday’s Georgia Senate 

run-off, Wednesday’s riots at the Capi-

tol, and Friday’s much weaker than 

expected non-farm payrolls report, 

equities glided higher.   

 

 

While the market’s rally against the backdrop of this week’s news events seems detached from reality, 

sometimes all you need to remember is that just as markets sometimes inexplicably decline during 

bear markets, there’s no taming bull markets either. 

Scary Start But a Strong Finish 

S&P 500 Bad Starts to a Year (%): 2000, 2008, and 2020
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Equity market performance this week was strong across the board.   

• In the US, every major index was up over 1.5% with small caps leading the way.  The Russell 2000 

ETF (IWM) was up 5.8% this week alone.  While the Nasdaq usually leads in market rallies, the Rus-

sell 2000 is up almost twice as much as the Nasdaq 100 since Election Day. 

• This week, it didn’t matter if a stock was growth or value as both rallied by nearly identical 

amounts relative to their market cap peers. 

• Sector performance was unusually disparate.  Energy and Materials led the way higher with gains 

of over 5%, while Consumer Staples, Utilities, and Communication Services were all slightly down. 

• Among different country ETFs performance was stronger than the US as every one of them in our 

Matrix outperformed the S&P 500 this week.  Leading the way higher, Russia, UK, and China all 

jumped more than 6%. 

• In the commodity space, even Natural Gas (UNG) was up this week, and despite concerns over in-

flation and overall uncertainty, Gold and Silver were both down this week. 

 

US Related Global

ETF Description ETF Description

SPY S&P 500 1.96 13.93 20.69 EWA Australia 3.47 21.79 12.02

DIA Dow 30 1.75 13.76 11.52 EWZ Brazil 1.48 37.74 -19.15

QQQ Nasdaq 100 1.63 16.30 51.03 EWC Canada 4.04 18.52 9.78

IJH S&P Midcap 400 4.68 22.18 18.90 ASHR China 6.42 18.07 45.04

IJR S&P Smallcap 600 6.22 29.85 18.20 EWQ France 3.46 23.46 6.41

IWB Russell 1000 2.11 15.39 23.32 EWG Germany 3.56 21.10 14.50

IWM Russell 2000 5.79 29.84 26.98 EWH Hong Kong 3.43 16.00 7.76

IWV Russell 3000 2.42 16.35 23.47 PIN India 3.92 22.50 23.19

EWI Italy 2.99 26.17 4.71

IVW S&P 500 Growth 1.39 12.86 35.05 EWJ Japan 2.38 15.56 18.16

IJK Midcap 400 Growth 5.24 21.29 28.86 EWW Mexico 4.79 31.70 1.59

IJT Smallcap 600 Growth 6.03 29.63 26.40 EWP Spain 5.40 30.93 1.23

IVE S&P 500 Value 2.55 15.36 3.80 RSX Russia 6.71 31.34 6.72

IJJ Midcap 400 Value 4.13 23.56 7.80 EWU UK 6.56 24.72 -6.02

IJS Smallcap 600 Value 6.32 29.88 9.12

DVY DJ Dividend 3.42 15.94 -1.66 EFA EAFE 3.60 19.58 11.46

RSP S&P 500 Equalweight 2.94 17.42 16.02 EEM Emerging Mkts 5.67 21.30 23.67

IOO Global 100 1.95 15.22 20.92

FXB British Pound -0.80 4.04 2.05 BKF BRIC 4.80 14.74 22.13

FXE Euro 0.04 4.28 7.99

FXY Yen -0.67 0.54 3.91 DBC Commodities 3.74 17.67 -4.39

USO Oil 7.40 32.68 -65.41

XLY Cons Disc 4.88 14.80 35.96 UNG Nat. Gas 6.09 -15.93 -42.11

XLP Cons Stap -0.87 4.88 9.18 GLD Gold -2.78 -3.08 21.35

XLE Energy 9.39 42.30 -26.17 SLV Silver -4.11 4.99 41.25

XLF Financials 4.90 25.11 3.15

XLV Health Care 3.47 12.26 17.28 SHY 1-3 Yr Treasuries -0.05 0.04 2.99

XLI Industrials 1.26 12.23 12.35 IEF 7-10 Yr Treasuries -1.43 -1.28 8.44

XLB Materials 5.59 15.87 27.26 TLT 20+ Yr Treasuries -4.03 -3.78 13.40

XLK Technology 0.53 15.83 44.37 AGG Aggregate Bond -0.93 0.21 6.47

XLC Comm Services -0.04 12.50 26.85 BND Total Bond Market -1.05 0.18 6.58

XLU Utilities -0.53 -2.73 0.04 TIP T.I.P.S. -0.70 1.31 10.06

YTD

Since 

Election 2020 YTD

Since 

Election 2020

Asset Class Performance YTD, Since Election, and 2020 - Total Return (%)
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Below we provide updated snapshots of major US index ETFs and S&P 500 sectors from our Trend Ana-

lyzer tool which shows recent performance and where each ETF is trading relative to its trading range. 

• There’s a lot of uniformity among US indices after the first week of 2021.  While they were all up to 

varying degrees, they’re all currently overbought levels with neutral timing scores. 

• Overbought markets can continue to get more overbought, but be on the lookout for some consol-

idation while they digest their recent gains. 

• The picture fr individual sectors is a lot more varied. 

• Three sectors are currently at extreme overbought levels (Materials, Consumer Discretionary, and 

Health Care) which gives them poor timing scores. 

• Industrials and Consumer Staples, however aren’t overbought, and both actually have good timing 

scores. 

https://www.bespokepremium.com/interactive/trend-analyzer/etf/21?date=2021-01-08
https://www.bespokepremium.com/interactive/trend-analyzer/etf/21?date=2021-01-08
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As noted on the prior page, it has been a strong year already for small cap stocks. 

• Even after declining around 1% on the day as of Friday afternoon, the Russell 2000 was still up 

close to 5% in the first week of 2021.   

• In 2019, the Russell got off to an even stronger start to the year, but since 1979, this year is only 

the 7th time that small caps have seen big rallies of more than 4% in the first five trading days of 

the year. 

• For the Russell 2000, years that start off this strong usually continue strong as well.  The bottom 

chart shows the performance of the Russell 2000 for the remainder of the year after it rallies 4%+ 

in the first five trading days of the year.  

• In the seven prior years shown, the Russell 2000 was positive for the remainder of the year six out 

of seven times for an average gain of 13.0% (median: 14.70%) compared to an average of 10.6% for 

all years since 1979. 

 Russell 2000 Best Five Day Starts to a Year (%): 1979 - 2021
First Five Trading Days (%)

Rest of Year (%)
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While it was a positive start to the week, sector leadership wasn’t from the usual suspects. 

• While it may seem as though everything rallied this week, four sectors actually finished the week 

down for the year. 

• Defensive sectors like Real Estate, Consumer Staples, and Utilities all finished the week down more 

than half of one percent. 

• Technology actually underperformed the S&P 500 rising just 0.4% compared to the S&P 500’s gain 

of 1.8%. 

• Leadership came from the unlikeliest of all sectors as Energy (+9.3%), Materials (+5.7%), and Finan-

cials (+4.7%) were all up over 4%. 

 

 

 

 

 

 

 

 

 

 

• Throughout history, it has been extremely uncommon for the three sectors above to all outper-

form the S&P 500 in the first week of the year, especially when the broader market was higher. 

• Since 1989, there have only been three other years— 2010, 2012, and 2013—where the S&P 500 

traded higher in the first week of the year while all three of these sectors outperformed. 

• On the right side of the table, we show the performance of the S&P 500 and these three sectors for 

the remainder of the year. 

• While the three sectors didn’t always outperform the S&P 500 for the remainder of the year, like 

the S&P 500 they continued to trade higher for the remainder of the year all three times. 

 

S&P 500 Sector Performance YTD (Through 1/8)
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Year S&P 500 Energy Financials Materials S&P 500 Energy Financials Materials

2010 2.68 5.01 5.84 5.48 9.84 12.24 4.72 13.69

2012 1.84 2.16 3.57 4.06 24.56 18.05 7.87 12.75

2013 2.17 2.29 3.39 2.83 26.85 19.53 28.84 19.36

2020 1.83 9.3 4.65 4.68

Performance First Five Trading Days (%) Performance Rest of Year (%)

Positive First Weeks When Energy, Financials and Materials Outperform: 1989 - 2020
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With the first week of 2021 now in the bag, Energy, Materials, and Financials are shaping up to be top 

performers. Conversely, sectors like Real Estate, Consumer Staples, and even Technology and Commu-

nication Services are underperforming. 

• In the charts from our Daily Sector Snapshot below, we show the relative strength line of several 

sectors versus the S&P 500 over the past year.  Rising lines indicate outperformance relative to the 

S&P 500 while declining lines represent the opposite. 

• Starting off 2021 as the top performers, Financials and Materials have seen sharp upswings in their 

relative strength lines this week.  

• In the context of longer term trends, Materials has generally tended to outperform over the past 

year while Financials have only started to outperform since early November. 

• Conversely, Real Estate and Consumer Staples have been consistent underperformers over the 

past year, but their weak starts to the new year have resulted in their relative strength lines to take 

an even sharper move lower. 

• What had been market leaders at various points of the past year, though less so recently, Commu-

nication Services and Technology similarly have seen their relative strength lines start to lose some 

momentum. 

Relative Strength vs. S&P 500 - Past Year
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https://www.bespokepremium.com/interactive/research/sector-snapshot
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Although equities stumbled out the gate with a significant decline on Monday, those losses were more 

than erased throughout the rest of the week as the S&P 500 reached new record highs.  

• As shown in the charts from our Sector Snapshot below, on Thursday just over a fifth of the S&P 

500 hit new 52 week highs. That made for the highest reading since November 9th (27.72%) and 

the second highest reading for any day of the new bull market since March 23rd. 

• For the individual sectors, Financials, Health Care, Industrials, Materials, and Tech all led the way. 

Each of these sectors saw net new high readings above 20% this week. 

• Materials has been the strongest of these 

sectors. Thursday’s reading was impressive at 

57.14%, but Wednesday’s reading was even 

better at 64.29%. In fact, as shown at left, 

that was a record high going back to at least 

1990. 

• No other sector saw an extreme in the 

percentage of stocks hitting new highs like 

Materials, but Financials saw the largest per-

centage of new highs since the pandemic. 

Net Percent of Stocks At 52-Week Highs - Past Year
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Semiconductors started off the year on a positive note which provides a positive backdrop for the 

broader market. 

• On Monday when the S&P 500 was down sharply, the Philadelphia Semiconductor Index (SOX) out-

performed all day.  Over the next three trading days, the SOX rallied more than 5%, including a gain 

of nearly 4% on Thursday alone.  

• Thursday night, there were a number of positive catalysts for the sector including a strong earnings 

report from Micron (MU) and news that Honda had to halt vehicle production due to a shortage of 

semiconductors for its vehicles.  Those stories contributed to a gain of 2% in early trading Friday, 

but investors were quick to take profits.  By the end of the day, the SOX was firmly in the red. 

• It’s obviously too early to tell, but hopefully the selling in reaction to MU’s strong report isn’t an 

early indication of what to expect this earnings season. 

 

 

 

 

 

 

 

 

 

• We track the relative strength of semiconductors versus the S&P 500 (blue line) closely as it tends 

to provide a good leading indicator for the direction of the broader market (red line), and up until 

Friday afternoon semis were at new highs in terms of overall price and performance relative to the 

S&P 500. 

 

Philadelphia Semiconductor Index: Last 12 Months
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https://asia.nikkei.com/Business/Automobiles/Honda-cuts-car-production-on-massive-chip-shortage


Page 9 of 39 The Bespoke Report 1/8/21 BespokePremium.com 

For Personal Use Only—Do Not Forward or Redistribute 

We often say that the emphasis on Washington and its impact on the financial markets is over-rated, 

but at the margin and in certain sectors, the political priorities of a specific party in power can have 

some impact.  With Democrats now in full control, renewable energy related industries are likely to 

have a tailwind for at least the next two years.   Even before the election, though, renewables have 

increasingly been gaining share in the Energy sector. 

• Just before Christmas, the EIA updated its monthly recap of US energy production, including new 

data on the amount of power generated by renewables. 

• The increase in renewables numbers earlier in 2020 has slowed a bit, with the 12 month moving 

average of wind production starting to tick down, while the inflection higher in solar energy pro-

duction also started to slow at the margin. 

• That hasn’t stopped renewables (solar + wind, specifically) from hitting new highs as a share of to-

tal production; over the last 12 months, they account for 4.13% of all energy produced in the US, a 

record share. 

 

 

Renewables Production Trailed Off To End 2020 (Quad. BTU)
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With their increased share of total energy production, the stocks of renewables have been performing 

extremely well lately. 

• Over the last three months, both the 

Invesco Solar ETF (TAN) and First Trust 

Global Wind Energy ETF (FAN) have 

made new highs. 

• Over the long run, TAN has been the 

bigger mover, up almost 500% in just 

two years, while FAN has more than 

doubled. 

• For TAN, almost all of that move has 

come since March, while FAN’s gains 

are more than all since March; it was 

down over the past 15 months at the 

lows. 

• While wind and solar energy are grow-

ing at a strong pace in the US (see the 

chart on the prior page), most of the big 

stocks in these ETFs have seen massive 

multiple appreciation. 

• In the second chart at right, we show 

the price-to-sales ratio for the five larg-

est stocks in each of the two ETFs. 

• At the same time, returns on capital for 

many of these businesses are no longer 

accelerating or high. 

• Vestas (ADR VWDRY) is a great exam-

ple, with returns on invested capital 

falling from over 30% at the end of 

2016 to 13.5% today, while competitor 

Siemens Gamesa has negative ROIC. 

• SolarEdge (SEDG) has also seen falling 

ROIC. 

• Renewables operators (NextEra, NEE, 

and Northlands Power, NPIFF) are 

much more stable but have much lower 

returns. 

 

 

Renewable Power ETFs, Past Two Years (%)

Largest TAN & FAN Holdings, Price-To-Sales, Past 5 Years
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Although there has been some trepidation on the part of investors regarding the foundation of the 

economy, this week’s ISM reports for the Manufacturing and Services sectors helped to ease some of 

those concerns. 

• The manufacturing sector contin-

ues to bounce back in a big way. 

Released on Tuesday, the Decem-

ber ISM Manufacturing report 

showed an expansionary reading 

for the seventh month in a row and 

the highest level since August  

2018. 

• Prior to that, you would need to go 

all the way back to January and 

May of 2004 to find readings as 

high as December. 

• The ISM Services report similarly 

experienced an uptick in Decem-

ber, though unlike manufacturing, 

that growth is not even at the same 

pace it was just a few months ago. 

• Whereas nearly every component 

of the manufacturing report rose in 

December, the details of the ser-

vices report were more mixed.  

• While the services report was over-

all a bit weaker, it did share some 

similarities with its manufacturing 

counterpart. 

• For starters, commentary from 

both reports as well as upticks in 

the Supplier Delivery indices indi-

cate that there are some supply 

chain issues arising. 

• Additionally, both reports showed 

further increases in prices without 

a single commodity price reported 

as lower in December for both 

manufacturing and services. 

• Put together, the increases in the headline number led the composite reading to rise to the highest 

level since July. 
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https://www.bespokepremium.com/interactive/posts/think-big-blog/ism-prices-and-production-packing-a-punch
https://www.bespokepremium.com/interactive/posts/think-big-blog/service-sector-improves-but-not-without-problems
https://www.bespokepremium.com/interactive/posts/think-big-blog/service-sector-improves-but-not-without-problems
https://www.bespokepremium.com/interactive/posts/chart-of-the-day/chart-of-the-day-prices-on-the-rise-in-the-manufacturing-sector
https://www.bespokepremium.com/interactive/posts/think-big-blog/no-price-declines-yet-again
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In addition to both the ISM Manufacturing and Non Manufacturing coming in better than expected, as 

noted on the prior page, a less talked about aspect of the reports was the fact that respondents in both 

surveys noted a significantly higher number of commodities rising in price.   

• In the manufacturing sector, respondents noted price increases in 35 different commodi-

ties!  That's the highest monthly reading for the manufacturing sector since May 2011.   

• Similarly, while the number of commodities rising in price in the non-manufacturing sector wasn’t 

as extreme, respondents still noted increases in 21 different commodities. 

• With a total of 56 on a combined basis, December saw the largest number of commodities up in 

price in a single month since May 2011.  Additionally, 28 commodities remain in short supply as 

supply chains remain constrained.  As long as that’s the case, we’re likely to see elevated readings 

in these surveys in the months ahead as well. 
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The chart below shows the three-month moving average of the net number of commodities that have 

risen in price over time going back to 2000.   

• December was the first time since May 2011 that 45 or more commodities were up in price for 

three straight months.  That took the three-month moving average up to 45.7 which is also the 

highest reading since June 2011. 

• Like just about everything else, COVID has wreaked havoc on the numbers.  

• What does the big upside move on the number of commodities rising in price mean?  The chart 

below overlays the y/y change in CPI, and there is a relatively strong link between the two.   

• Over time, moves in the commodity survey's three-month moving average have often tracked or 

even led the direction of inflation, and with CPI currently at 1.2%, there is a wide gap between 

what it and the commodities survey are saying.   

• In the prior four periods where the combined commodity survey first topped 40, y/y CPI was at the 

following levels - 3.8%, 3.0%, 4.0%, and 2.0%.  All four of these readings are considerably higher 

than the most recent y/y CPI reading of 1.2%.  

ISM Services & Manufacturing Net Commodities Up in Price: 2000 - 2020
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The table below summarizes the performance of the S&P 500 and each sector in the three, six, and 

twelve months after the first month in prior periods where the three-month average of the combined 

ISM commodities survey first topped 40 after not being there for at least a year.  On the left side of the 

table, we show the S&P 500's performance during each period, and in the interest of space, the table 

on the right just shows median sector performance following the five prior periods. 

• Collectively speaking, equity market performance following the prior periods was mixed but gener-

ally below average.  On a median basis, the S&P 500 was down over the following three months 

but up modestly over the next six and twelve months.   

• For individual sectors, returns were much more varied. Sectors that outperformed the S&P 500 in 

all three time periods on a median basis were Consumer Staples, Energy, Technology, and Utilities.     

• On the downside, the only sector that underperformed the S&P 500 on a median basis over the 

following three, six, and twelve months was Telecom Services.  One note regarding Telecom Ser-

vices, though, is that while stocks like Alphabet (GOOGL), Facebook (FB), Netflix (NFLX), and Disney 

(DIS) now dominate the sector, those stocks weren't part of the sector in most of the prior periods 

as the sector was more synonymous with stocks like AT&T (T) and Verizon (VZ).    

• One other important thing to note about these results is that returns during each of the individual 

periods vary widely.  While the median one year return was a gain of 2.6%, returns following each 

of the individual periods ranged from a drop of nearly 40% to a gain of over 30%.   

• In 2000, the Tech bubble was about to burst, while the 2003 period came right at the start of the 

second Gulf War.  The third period in 2008 coincided with record oil prices and the Financial Crisis. 

In 2010, we were dealing with the European debt crisis and another surge in oil prices.  Then in 

2018, the US-China trade war and the tariffs associated pushed up the prices of just about every-

thing coming into US ports.  This time around, we're dealing with the deflationary effects of a glob-

al pandemic which has been more than offset by government stimulus which in the US alone repre-

sents more than 18% of US GDP.   

• Pandemic or not, when you push stimulus of that magnitude into the economy, it is going to have 

some impact on prices.  

Date Three Months Six Months One Year Sectors Three Months Six Months One Year

3/31/00 -2.93 -4.14 -22.57 Cons Discret. -6.78 11.58 4.80

3/31/03 14.89 17.42 32.78 Consumer Staples 1.24 8.20 22.92

3/31/08 -3.23 -11.82 -39.68 Energy 6.40 10.60 3.76

5/30/10 -3.68 8.37 23.48 Financials -5.98 -1.66 7.94

2/28/18 -0.32 6.92 2.60 Health Care -1.73 4.97 11.35

12/31/20 Industrials -3.00 6.97 -0.38

Average 0.95 3.35 -0.68 Materials 1.30 -0.35 -7.74

Median -2.93 6.92 2.60 Technology 2.29 9.28 4.35

Telecom Svcs -5.10 0.41 0.42

Utilities 7.10 8.88 17.89

S&P 500 -2.93 6.92 2.60

Small Caps 0.25 9.88 4.17

S&P 500 Performance After ISM Commodity Survey Spikes: 2000 - 2020

S&P 500 Performance (%) Median Sector Performance (%)

Dates shown indicate each time 3-month average of 

the combined ISM Commodity Survey rose above 40 

for the first time in a year.   Sector performance to the 

right shows median performance following the four 

dates shown above.
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Friday was a 'jobs Friday', and for once it seemed that it wasn't 'the most important jobs report of the 

year'.  What made that even more impressive is that it was also the first report released in 2021!  Right 

now, the market either has other things to worry about or simply doesn't' care.  It's hard to tell.  

• In any event, total payrolls were disappointing in December, falling by 140,000 versus estimates for 

a 50k gain. 

• That said, there were positives under the 

surface: excluding COVID-hit sectors 

(Leisure/Hospitality and Educational Ser-

vices) payrolls rose at the fastest MoM 

pace since August, indicating that the lat-

est virus surge is not broadly hurting the 

economy insulated from COVID. 

• The prime-age employment-population 

ratio rose after pausing in November and 

hit new post-March highs; it’s recovered 

just shy of two-thirds of its total drop. 

• Wages are also holding up well; those are 

flattered by job losses being concentrated 

in lower-wage sectors. 

• That said, as shown at right, hourly wages 

were up sharply in goods-producing sec-

tors even as weekly earnings tumbled in 

services sectors thanks to fewer hours. 

• Bottom line, the labor market is handling 

things pretty well even if the total degree 

of labor market slack as measured by the 

total universe of workers who want to 

work or work more is still where it was in 

early 2014. 

• Keep in mind, Fed tapering kicked off in 

2014, and rate hikes followed the year 

after; this time around, the FOMC will 

most definitely steer a more accommoda-

tive course having learned from the recent 

experience of extremely low inflation de-

spite low unemployment in the late-2010s. 

• More fiscal easing is justified, but for now 

the decline in jobs driven by a COVID surge 

suggests that the temporary condition of 

the pandemic’s peak will leave the economy ready to rock in 2021. 

December MoM Private Sector Earnings By Industry (Annualized)

25 Million Workers Are Now Without A Job or Underemployed

COVID Had A Major Impact On Payrolls In December
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With the month of December now fully behind us, below and on the following page, we have provided 

an updated look at our Matrix of Economic Indicators.  The Matrix (and an explanation) is shown on the 

following page, and a summary of the monthly ‘Bottom Line’ reading is shown to the right.  Despite the 

fact that we are in the month of January, the most recent month for which we have a full slate of data 

is November, but where available we have included data for December. 

After a six-month streak of positive readings and an incredible five-months where the net bottom line 

number was +18 or above, November turned 

negative for the first time since April.  Outside 

of extreme negative readings in March and 

April, November’s reading of –13 was the 

weakest since May 2019.  Even after ac-

counting for November’s weaker momentum, 

though, the six-month average net number of 

indicators showing improvement remains at 

highs only seen in the early months of the 

expansion coming out of the Financial Crisis.   

Below are a few of the key takeaways from the current update: 

After six months where the majority of indicators in the Manufacturing/Output category showed posi-

tive momentum, November showed slower momentum as just two indicators saw increases relative to 

October.  So far in December, though, we’ve seen improvement as all three indicators released in the 

sector showed positive momentum. 

Employment is the only sector where we have now seen the full slate of December data, and given the 

weather and renewed COVID restrictions it wasn’t entirely a surprise that momentum slowed in the 

month.  The only indicator that had positive momentum was Average Hourly Earnings, breaking a 

streak of seven straight months where indicators with positive momentum outnumbered indicators 

with negative momentum.  The only streak that was longer was the 12-month run of net positive read-

ings coming out of the 2009 recession.   

Housing has been a strong sector of the US economy, but November marked the first month since April 

where more indicators showed negative momentum than positive momentum.   

The Fed wants Inflation, and for the last several months it looked like that’s what they were going to 

get, but that wasn’t the case in October or November.  Of the eight indicators we track in the sector, 

seven showed slower y/y growth rates relative to October and that was a month where six indicators 

showed negative momentum.  Despite market fears, inflation is not yet showing up in official data. 

Indicators tracking the Consumer were extremely weak in November as all seven of the indicators we 

track for the sector showed slower momentum relative to October, which was a month where five of 

the seven indicators showed negative momentum.   
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The Matrix of Economic Indicators below summarizes the y/y change by month (unless otherwise not-

ed) in economic indicators over the last year by category.  The numbers in the left-most columns show 

the most recent y/y readings as of the end of November (or December where available).  We also high-

light each release to show if it got better (green) or worse (red) versus its prior reading.   

As we have been pointing out for several months now, a visual glance at the Matrix would seem to 

suggest that the recession that began at the end of February came to an end in April. 

Category
Indicator

Manufacturing/Output 12/31/20 11/30/20 10/31/20 9/30/20 8/31/20 7/31/20 6/30/20 5/31/20 4/30/20 3/31/20 2/29/20 1/31/20

Chicago PMI (actual) 59.50 58.20 61.10 62.40 51.20 51.90 36.60 32.30 35.40 47.80 49.00 42.90

ISM Manufacturing (actual) 60.70 57.50 59.30 55.40 56.00 54.20 52.60 43.10 41.50 49.10 50.10 50.90

ISM Services (actual) 57.20 55.90 56.60 57.80 56.90 58.10 57.10 45.40 41.80 52.50 57.30 55.50

Industrial Production - -5.50 -5.00 -6.28 -6.55 -6.59 -10.50 -15.72 -16.26 -4.70 -0.24 -0.85

Capacity Utilization - -5.49 -5.17 -6.62 -7.07 -7.30 -11.36 -16.69 -17.40 -6.17 -1.95 -2.70

Durable Goods - 3.91 0.22 -1.62 -4.54 -4.50 -12.42 -18.64 -30.29 -18.64 1.62 -3.62

Durable Goods ex Tran - 4.87 4.67 2.51 0.77 -0.09 -4.03 -6.92 -10.28 -2.22 -0.29 -0.39

Employment 
Jobless Claims (4 Wk Avg) 837.5 740.5 788.5 870.3 992.5 1339.0 1499.0 2288.3 5040.3 2666.8 214.0 210.0

ADP Employment -7.35 -7.14 -7.26 -7.52 -7.99 -8.25 -8.31 -11.69 -14.24 1.08 1.45 1.45

Non Farm Payrolls -6.17 -5.96 -6.02 -6.34 -6.68 -7.54 -8.59 -11.65 -13.42 0.54 1.55 1.38

Average Hourly Earnings 5.24 4.54 4.46 4.47 4.82 4.67 5.37 6.62 7.67 3.52 3.32 3.33

Average Workweek (actual) 34.20 34.20 34.20 34.10 34.10 34.00 34.00 34.10 33.50 33.40 33.70 33.60

Unemployment Rate (actual) 3.10 3.10 3.30 4.30 4.70 6.60 7.50 9.60 11.10 0.60 -0.30 -0.50

Challenger Job Cuts 134.54 45.39 60.45 185.88 116.46 576.15 305.51 577.77 1576.86 266.89 -26.26 27.83

Housing 
Building Permits - 8.28 2.73 7.52 0.34 8.57 -1.18 -9.12 -19.85 2.19 10.19 16.72

Housing Starts - 12.84 14.03 12.79 -0.29 22.69 2.43 -18.14 -26.28 5.49 37.82 27.12

New Home Sales - 20.83 33.85 32.92 38.39 48.11 15.70 16.33 -14.16 -12.57 7.67 21.51

Existing Home Sales - 25.75 26.80 21.44 10.13 8.72 -11.65 -26.64 -17.21 0.76 7.06 8.84

Pending Home Sales - 16.39 20.43 20.76 24.32 15.52 5.59 -5.14 -33.78 -16.32 9.32 5.83

Monthly Supply - -26.79 -34.55 -33.96 -36.36 -40.00 -21.82 -20.90 11.48 12.07 -9.84 -23.08

NAHB Homebuilder Index 13.16 26.76 19.72 22.06 16.42 10.77 -9.38 -43.94 -52.38 16.13 19.35 29.31

Inflation 
CPI - 1.16 1.20 1.41 1.32 1.03 0.71 0.24 0.38 1.52 2.32 2.48

Core CPI - 1.65 1.63 1.73 1.73 1.57 1.19 1.24 1.44 2.10 2.37 2.27

PPI - -1.30 -1.11 -1.07 -1.41 -1.89 -2.14 -3.00 -5.03 -1.60 1.28 2.57

Core PPI - 1.20 1.25 1.30 1.25 1.11 1.01 1.06 1.21 1.06 1.21 1.02

PCE - 1.13 1.19 1.35 1.24 1.01 0.92 0.54 0.48 1.34 1.84 1.88

Core PCE - 1.38 1.41 1.53 1.43 1.26 1.14 1.01 0.93 1.65 1.87 1.75

Import Prices - -1.04 -0.96 -1.28 -1.36 -2.79 -3.98 -6.30 -6.78 -4.19 -1.27 0.48

Import Prices ex Petrol. - 1.61 1.70 1.70 1.07 0.18 -0.09 -0.71 -1.06 -0.97 -0.80 -0.80

Consumer 
Consumer Confidence -30.89 -26.74 -19.59 -19.79 -35.69 -32.47 -20.92 -34.58 -33.67 -4.35 0.91 7.15

Michigan Confidence -18.73 -20.56 -14.35 -13.73 -17.48 -26.32 -20.47 -27.70 -26.13 -9.45 7.68 9.43

Personal Income - 3.75 5.46 6.42 5.78 9.08 8.23 9.59 14.27 1.83 4.06 3.66

Personal Spending - -1.26 -0.67 -0.62 -1.73 -2.65 -3.72 -9.16 -16.14 -3.42 4.50 4.62

Retail Sales - 4.10 5.49 6.09 3.61 2.70 2.23 -5.55 -19.86 -5.59 4.48 4.87

Retail Sales ex Autos - 3.60 4.27 4.84 3.19 1.71 0.78 -6.71 -16.64 -0.97 4.12 4.43

Auto Sales -2.57 -9.01 -2.05 -4.94 -10.49 -13.67 -24.57 -29.42 -47.68 -35.03 1.63 1.45

Total 0 -13 2 23 18 27 24 18 -26 -34 -2 5

  Stronger than prior month.   Weaker than prior month.

Year/Year Change (Unless Otherwise Noted)

Matrix of Economic Indicators: 11/30/20
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This week, we released the most recent monthly edition of our Bespoke Consumer Pulse report.  This 

monthly report provides a great comprehensive look at the state of the US consumer and their views 

towards the economy, the stock market, and individual companies.  If you haven’t given the service a 

try you really should take advantage of the trial we offer. 

The heatmap below breaks down the state of different sectors of the economy on both a month/

month and year/year basis.  We also provide a quick summary of some key trends in the report this 

month. 

Pulse data for the month of December was substantially stronger than other recent months, led by the 

housing market, labor markets, and sentiment. 

• Labor Market: Our respondents reported a big drop in unemployment, continuing trends we saw 

in October and November. 

• Housing: By far the strongest results of our survey came in housing, where demand for homes is 

absolutely booming. 

• Consumer Sentiment: Fueled by robust fiscal policy and multiple rounds of cash stimulus, consum-

er sentiment has surged with record sentiment towards finances. 

• Consumer Activity: Holiday purchasing activity was solid, but department stores were notably 

weaker than last year. 

• Personal Finances: Personal income growth was strong, despite weak numbers related to credit 

statistics. 

• Investor Sentiment: Respondents who report investing in financial assets are extremely optimistic 

about the stock market, to the point it might be a contrarian signal. 

Bespoke Consumer Heat Map

Outer Band: Year-

Over-Year Change

Inner Band: Month-
Over-Month Change

Better Same Worse

Positive Neutral Negative

Inner Band

Outer Band

https://www.bespokepremium.com/pulse/bespoke-consumer-pulse-report-january-2021/
https://www.bespokepremium.com/checkout/?rid=pZomzR


Page 19 of 39 The Bespoke Report 1/8/21 BespokePremium.com 

For Personal Use Only—Do Not Forward or Redistribute 

With regards to consumer sentiment towards the economy and personal finances, the disparity has 

never been wider. 

• Sentiment towards the economy in 2020 saw both extremes of the spectrum.  Starting out the 

year, more than 70% of all respondents had a positive view of the US economy, which was the 

highest level in the history of our survey.  Just a few months later after the outbreak of the pan-

demic, though, a record low of less than 20% of respondents had a positive view of the economy. 

• In terms of personal finances, though, there was just a short-term blip in sentiment, and by the end 

of December a record 68.7% of all respondents had a positive view of their personal finances. 

• What explains the disparity?  One word.  STIMULUS. 

 

 

 

 

 

 

 

 

 

 
 

The two charts to the right shed more light on 

the divergence in sentiment between sentiment 

towards the economy and personal finances. 

• As shown in our tracker which asks respond-

ents if they are concerned that they will lose 

their job, December’s reading was right 

about neutral but still remains right near 

record highs. 

• Despite the concerns over job security, 

though, income trends have improved off 

their lows from last Spring. 

• While it’s still off its highs from before the 

pandemic, our tracker of income levels ver-

sus a year ago is actually slightly positive as 

stimulus payments have padded lost in-

come from wages. 
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Despite the fact that consumers are worried about the economy, you wouldn’t know it from their 

spending plans. 

• The first chart below shows our tracker of expected spending on discretionary items over the next 

few months, and it has nearly erased all of its losses from the initial months after the pandemic. 

 

 

 

 

 

 

 

 

• Consumer plans for spending have not only improved, but they are also interested in acquiring 

some big ticket items.  In December, a record of nearly one in five respondents told us that they 

plan to buy a house in the next year.  For cars (not pictured) we saw a similar trend.   

• If you were worried about losing your job, would you be in the market for a new house or car? 

 

 

 

 

 

 

 
 

• Again, one big contributor to the posi-

tive sentiment among consumers is 

the fact that government stimulus 

checks are padding consumer bank 

accounts.   

• All that stimulus may have conse-

quences down the road in terms of 

higher inflation, though, and consum-

ers are starting to show some con-

cerns on that front as inflation expec-

tations have rebounded off their lows. 
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Like sentiment towards the economy, consumer views towards the stock market saw both ends of the 

spectrum throughout 2020.   

• Leading up to the pandemic, consumers 

were warming up to the stock market as 

our tracker was near its highest levels in 

the history of the survey. 

• When the pandemic hit, sentiment quickly 

dropped to the lowest levels in four years, 

but once the stimulus checks hit their ac-

counts, consumers started buying stocks 

and they’re as bullish now as they were 

earlier in 2020. 

• Consumers may be getting a little reckless 

in their views towards financial markets as 

well.  In December, our tracker hit a rec-

ord high of 3.21. 

• As mentioned earlier, though, consumers 

are starting to sniff out a return of infla-

tion and an end to the low rate environ-

ment of the last couple of years.   

• Our tracker of expectations for interest 

rate levels one year from now is the high-

est it has been since early 2019. 

• In order to hedge what is likely to be more 

of an inflationary environment in the fu-

ture, 36.4% of respondents said they have 

some investments in gold, which is also 

right near all-time highs. 
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As noted in our discussion of the December employment report as well the as divergent strength be-

tween data in the ISM Manufacturing and Services sectors, COVID’s grasp on the US economy remains 

firm, especially now that the mercury has dropped and people are forced to spend more time indoors. 

• In the US, the number of tests run has declined as the rush to get tested ahead of the holidays 

wears off.  With less people getting tested, though, the positivity rate has been surging to new rec-

ords, topping 13% on a seven-day average this week. 

• The number of cases has also rebounded to record highs at well over an average of 200K new cases 

per day.  At this week’s rate, 1.6 million Americans are testing positive for COVID every week.  

• In each day’s Morning Lineup, we provide a comprehensive update of the latest trends, but also 

notable this week was that with the surge in new cases, we’re also seeing record numbers of daily 

deaths and hospitalizations. 

• Compared to the rest of the world, numbers in the US look much worse.   

• In Europe, not only has the UK split from the European economic bloc, but it has also de-anchored 

from the overall new case trends of the continent as well. 

Global New Cases Per Day Per mm Population (7d Avg)
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Even with COVID numbers in the US trending much worse than the rest of the world, it’s been pretty 

impressive how resilient the economy has been, especially compared to the rest of the world.  Even as 

most PMIs around the world slowed in December, the US continues to hold up much better.  

• As shown in the first chart at right, 

while the Global manufacturing 

PMI was unchanged in December, 

the US reading hit a multi-year 

high.  Without the impact of the US 

reading, Global manufacturing 

would have surely declined.   

• Services PMIs around the world 

were substantially weaker with the 

aggregate reading weighted down 

by output falling from 52.2 in No-

vember to 51.8 in December. 

• In the US, Services output fell from 

a white-hot 58.4 to a very good 

54.8 in December, with Markit re-

porting that cost burdens 

“continued to soar” while “a rise in 

virus cases dampened client de-

mand”. 

• Consumer-facing firms were cited 

as a major weakness, while new 

business from abroad also fell se-

quentially. 

• On a composite basis, the much 

higher weighting of the services 

sector meant a decline from 58.6 in 

November to 55.3. 

• Global composite PMI fell for a sec-

ond straight month from 52.2 in 

November to 51.8 in December. 

• Overall, it’s hard to ignore the im-

pact of the winter surge in COVID 

over the last two months of the 

year. 

• While we will likely see continued 

weakness in these readings in the short-term, as vaccinations roll out, activity should rebound. 
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With economic data hanging in there and now the prospects of increased spending out of Washington 

due to full Democratic control, interest rates, especially at the long end of the Treasury curve, have 

seen a big upward move this week– big at least on a relative basis. 

• At the short-end of the curve, yields remain 

anchored as numerous FOMC officials this 

week gave no indication that they seem 

eager to remove accommodation let alone 

hike rates.  Even going out as far as two-

years, yields remain extremely low at just 

0.14%. 

• The long-end of the curve was where the 

real action came this week.  The yield on 

the 30-year spike up to 1.87% which is near 

its highest levels since before the pandem-

ic.  The yield on the 10-year also reached a 

major milestone crossing 1% for the first 

time since late March. 

• Given these moves, the yield curve has 

seen some major steepening this week 

spiking up to just under 100 basis points. 

Not only is this the steepest level in the last 

year, but it’s a level that hasn’t been seen 

since the middle of 2017. 

• With rising rates come falling bond prices, 

and this year has been a bad one for long-

term treasuries.  As shown in the chart be-

low, the long-term US Treasury ETF (TLT) is 

already down over 4% in the first five days 

of the year.   

• That’s the worst start to a year since 

2009, and just as it didn’t start well, 

the rest of 2009 wasn’t very good 

either.  TLT continued to decline 

another 20% from the close on 

1/8/09 (5th trading day of the year) 

through year end. 
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With US Treasury yields rising, investors have started to show some signs of concern over their impact 

on stock market performance.  One justification for current valuations in the market is that yields are 

so low. Therefore, if yields rise, that leg of the stool starts to weaken.  

• The above argument is valid, and at some point higher yields will matter, but probably at levels 

considerably higher than they are now.  The reason we say that is that just about all of the S&P 

500’s gains in the last ten years have come during periods when yields were rising. 

• The table below provides an updated look at the S&P 500’s performance during periods of rising 

and falling 10-year US Treasury yields.  For this analysis, our definition of rising and falling includes 

periods where the yield on the 10-year rose (or fell) 20% or more without a decline (or increase) of 

20% in between. 

• Since the start of 2010, more than 100% of the S&P 500’s gains have occurred during periods of 

rising rates.  When the yield on the 10-year was rising, the S&P 500 has averaged a gain of 10.5% 

(median: 12.6%) with gains 93% of the time, while during periods of falling yields, it averaged a de-

cline of 1.0% (median: +2.2%) with gains less than two-thirds of the time. 

• Theoretically, higher interest rates are bad for stock prices, but when yields are at ‘bunker-

mentality’ levels, increases can be interpreted as a move out of the bunker.  

 
Rising/Falling Begin End Start Finish % Change Days S&P 500 Performance (%)

Decline 1/4/10 10/7/10 3.82 2.38 -37.5 276 2.2

Rally 10/7/10 2/8/11 2.38 3.74 56.8 124 14.4

Decline 2/8/11 9/22/11 3.74 1.72 -54.0 226 -14.7

Rally 9/22/11 10/27/11 1.72 2.40 39.5 35 13.7

Decline 10/27/11 1/31/12 2.40 1.80 -25.0 96 2.2

Rally 1/31/12 3/19/12 1.80 2.38 32.3 48 7.4

Decline 3/19/12 7/24/12 2.38 1.39 -41.6 127 -5.1

Rally 7/24/12 3/11/13 1.39 2.06 48.3 230 16.3

Decline 3/11/13 5/2/13 2.06 1.63 -21.0 52 2.7

Rally 5/2/13 12/31/13 1.63 3.03 86.3 243 15.7

Decline 12/31/13 1/30/15 3.03 1.64 -45.8 395 7.9

Rally 1/30/15 6/10/15 1.64 2.48 51.4 131 5.5

Decline 6/10/15 7/8/16 2.48 1.36 -45.3 394 1.2

Rally 7/8/16 3/13/17 1.36 2.63 93.4 248 11.4

Decline 3/13/17 9/7/17 2.63 2.04 -22.4 178 3.9

Rally 9/7/17 11/8/18 2.04 3.24 58.8 427 13.9

Decline 11/8/18 9/3/19 3.24 1.46 -55.0 299 3.5

Rally 9/3/19 11/8/19 1.46 1.94 33.2 66 6.4

Decline 11/8/19 3/9/20 1.94 0.54 -72.2 122 -11.2

Rally 3/9/20 3/13/20 0.54 0.96 77.6 4 -1.3

Decline 3/13/20 3/16/20 0.96 0.72 -25.2 3 -12.0

Rally 3/16/20 3/18/20 0.72 1.19 65.9 2 0.5

Decline 3/18/20 4/1/20 1.19 0.58 -51.1 14 3.0

Rally 4/1/20 4/8/20 0.58 0.77 32.4 7 11.3

Decline 4/8/20 4/21/20 0.77 0.57 -26.3 13 -0.5

Rally 4/21/20 6/5/20 0.57 0.90 57.3 45 16.7

Decline 6/5/20 8/4/20 0.90 0.51 -43.4 60 3.5

Rally 8/4/20 1/7/21 0.51 1.07 110.6 156 14.4

Average (Median) Falling Yields -1.0 (+2.2)

Percent of Time Positive 64.3

Average (Median) Rising Yields 10.5 (+12.6)

Percent of Time Positive 92.9

S&P 500 Performance During Periods of Rising and Falling Yields: 2010 - 2021
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With the results from the run-off Senate elections in Georgia now in and Congress certifying the Presi-

dential election this week, the Democratic Party will control the Presidency, the Senate, and the 

House.  As we noted in the Washington section of our annual outlook, "While individual laws or legisla-

tive proposals can, and often do, impact individual companies, the impact of DC on financial markets is 

over-rated."  With this caveat in mind, the table below summarizes the DJIA’s historical performance 

based on various political configurations in Washington.  

• With the Senate tied at 50-50 and VP-elect Kamala Harris casting the tie-breaking vote, the 117th 

session of Congress will be the 21st session of Congress where Democrats have had control.   

• One market axiom related to politics is that gridlock is good, as it keeps a balance where one party 

checks the power of another.  Based on the experience of prior occurrences, though, full party con-

trol in DC hasn't been very bad at all.   

• In the 20 prior periods since 1901 where Democrats have had full control in DC, the Dow's (DJIA) 

average change during each two-year session has been a gain of 17.77% with positive returns near-

ly two-thirds of the time.   

• Similarly, for Republicans, the DJIA's performance has been similar to slightly better.  In the 14 Con-

gressional sessions where the GOP has had full control in DC, the DJIA's average gain was 18.4% 

with positive returns more than three-quarters of the time.   

• Gridlock may be good for equities, but the opposite has been even better.  

President Senate House Occurrences DJIA Change (%) Annualized Return (%) % of Time Up

D D D 20 17.77 7.78 65.0

D D R 2 23.96 11.25 100.0

D R D 0

D R R 6 21.46 9.53 66.7

R D D 11 9.68 3.92 72.7

R D R 1 -21.42 -11.35 0.0

R R D 6 7.79 1.29 66.7

R R R 14 18.39 7.94 78.6

All Periods 60 15.36 6.43 70.0

DDD & RRR 34 18.02 7.85 70.6

All Possible Combinations of Gridlock 26 11.87 4.58 69.2

Gridlock - Republican President 18 7.32 2.19 66.7

Gridlock - Democratic President 8 22.09 9.96 75.0

Republicans Control Both Houses 20 19.31 8.42 75.0

Democrats Control Both Houses 31 14.90 6.41 67.7

Republican President (By Sessions of Congress) 32 12.17 4.71 71.9

Democratic President (By Sessions of Congress) 28 19.00 8.41 59.4

* Includes Returns of current 116th Congress

Average DJIA Performance During Sessions of Congress: 1901 - 2021
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Taking a closer look at individual periods, the table below breaks down the DJIA's performance during 

each Congressional session where the Democratic Party had full control in Washington since 1901.  For 

each of those periods, along with the DJIA's performance, we also show the Democratic Party's majori-

ty margin in each chamber.   

• Looking through the table, one aspect that stands out is how slim the majority is for the Demo-

cratic Party in both chambers.  Of all the periods shown, this is the first time the Democratic major-

ity has hinged on a tie-breaker (TB) vote, and in the House, there has only been one other period 

where the margin has been narrower. 

• Again, on an overall basis, the DJIA's performance during these periods has been positive with an 

average gain of 17.8% (median: 17.6%) and positive returns 65.0% of the time.   

• Interestingly, of the seven prior periods where the DJIA was down, five occurred in the pre-WWII 

period.  In the 12 post-WWII sessions of Congress where the Democratic party had full control in 

DC, the DJIA experienced gains 10 out of 12 times for an average gain of 16.7% (median: 20.0%).   

• For those investors who subscribe to the notion that gridlock is good, perhaps the fact that there is 

full party control by one party but at some of the slimmest margins in history is the best of both 

worlds.  

Start End President Control Majority Control Majority

63 3/4/1913 3/4/1915 D D 7 D 163 -30.62

64 3/4/1915 3/4/1917 D D 17 D 38 67.20

65 3/4/1917 3/4/1919 D D 11 D 3 -9.11

73 3/4/1933 1/3/1935 D D 23 D 196 95.28

74 1/3/1935 1/3/1937 D D 44 D 219 69.79

75 1/3/1937 1/3/1939 D D 60 D 244 -13.94

76 1/3/1939 1/3/1941 D D 46 D 92 -14.08

77 1/3/1941 1/3/1943 D D 38 D 106 -9.15

78 1/3/1943 1/3/1945 D D 19 D 13 28.67

79 1/3/1945 1/3/1947 D D 19 D 53 14.55

81 1/3/1949 1/3/1951 D D 12 D 91 36.54

82 1/3/1951 1/3/1953 D D 1 D 36 22.24

87 1/3/1961 1/3/1963 D D 28 D 87 7.73

88 1/3/1963 1/3/1965 D D 34 D 82 32.96

89 1/3/1965 1/3/1967 D D 36 D 155 -10.04

90 1/3/1967 1/3/1969 D D 28 D 60 21.04

95 1/3/1977 1/3/1979 D D 23 D 149 -18.24

96 1/3/1979 1/3/1981 D D 17 D 120 19.01

103 1/3/1993 1/3/1995 D D 14 D 82 16.28

111 1/3/2009 1/3/2011 D D 15 D 79 29.18

117 1/3/2021 1/3/2023 D D TB D 11

Average 17.77

 = Expected margins as of 1/6/21 Median 17.64

% Positive 65.0

Senate House DJIA 

Change (%)

Full Democratic Control in Washington: 1901 - 2021

Session of 

Congress
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When we turned the calendar from 2020 to 2021, we all hoped that the new year would mark a fresh 

start and leave behind some of the chaos from the prior year.  Unfortunately, it didn’t take long for us 

to be proven wrong on that front.  What we saw unfold on our screens Wednesday in DC had no justifi-

cation and was an embarrassment.  That being said, we’ll refrain from commenting on it further as 

enough people already have, and there’s probably little value we can add to the conversation.     

Where we do think we can add some value, however, is in our analysis of the market’s reaction to it.  

However disappointing the events were, the most likely scenario is that this will not become the begin-

ning of a longer trend.  Equity markets appear to be operating under the assumption that this is just 

another bump in what seems these days like an increasingly bumpy road.  Like most prior bumps, 

hopefully this one falls quickly from the news cycle. 

Short-term worries over the social mood can certainly weigh on stocks, but unless Wednesday’s events 

in the Capitol metastasize into a much wider series of disruptions that threaten the broader structures 

of society, it’s perfectly rational for stocks and other financial markets to look past them however dra-

matic they may be.  We can’t predict the future, so maybe events will play out differently, but long-

term history is pretty clear that one awful day doesn’t mean the end of the stock market. 

With the uncertainty and chaos from 2020 continuing into 2021, one trend we can probably expect to 

continue is the massive surge in firearms purchases.  The chart below shows monthly FBI background 

checks for the purchase of firearms.   

• After surging during the pandemic, background checks initially peaked in June at 3.93 million.   

• As tensions around the country cooled down and the virus numbers stabilized, the pace of back-

ground checks fell sharply over the next three months, but after Biden's election in November, the 

pace of background checks quickly reversed course on concerns of more restrictive policies in a 

Democratic administration.  

• In December, those concerns helped to propel the number of background checks to a record 3.94 

million, but after this week, we can only imagine what January’s numbers will look like. 

NICS Firearm Background Checks: 2000 - 2020
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• On an annual basis, gun sales have steadily trended higher over the years, but the step-up in back-

ground checks in 2020 was unlike anything we've seen in at least 20 years.  

• For the year, total background checks surged over 40%.  Since 2000, that's more than twice the 

percentage increase of the next closest year (20.6% in 2012)!  

 

• Despite the large increase in background checks, the stocks of the two publicly traded firearms pro-

ducers haven't been following the upward trend.   

• In the cases of both Smith and Wesson (SWBI) and Sturm Ruger (RGR), their stocks surged during 

the first half of the year as uncertainty was on the rise, but this latest wave of political uncertainty 

hasn't provided nearly the same boost to their stocks.   

• Perhaps investors in these stocks were expecting the uncertainty to decline heading into a new 

year as the election was settled and COVID would loosen its grip on the country and world.   

• On Wednesday, though, they were forced to rethink those views causing the stocks of both compa-

nies to surge. 

NICS Annual Background Checks: 2000 - 2020
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It may be a new year, but the rally in Tesla (TSLA) appears to be fully in gear so far in 2021. 

• On Thursday, Tesla (TSLA) continued its 

surge as it marched across $800 per 

share with an 8% gain. 

• At a market cap of more than $770bn, 

Tesla (TSLA) is now 1.8% of the value of 

all securities traded on US exchanges. 

• As shown at right, as recently as May of 

last year, Tesla was an 11 basis point 

share of the total value. 

• Its meteoric rise is basically without prec-

edent in terms of the speed and scale of 

its market cap advance. 

• It’s also worth noting that Tesla has now 

exceeded Facebook (FB) in terms of total 

market value. 

• Only four other companies in the US are 

worth more than Tesla after today: Apple 

(AAPL), Amazon (AMZN), Microsoft 

(MSFT), and Alphabet (GOOGL). 

• As Tesla has surged in value over the last 

few months, these other major stocks 

have seen their share of aggregate mar-

ket value drop, with Apple, Amazon, and 

Microsoft seeing notable declines in their 

share from peak. 

• Alphabet has held up a bit better versus 

its recent peak but is still losing ground. 

• Including Tesla in this group of stocks 

means it has fallen from a peak of 21.58% 

of the US equity market’s total value to 

19.23% today; without Tesla, the others 

peaked at 20.41% and have fallen back to 

17.43% of total market value. 

• Even with that in mind, these six compa-

nies are still an extremely large chunk of 

the concentrated US equity market. 

Tesla Is Almost 2% of US Exchange Market Cap

Six Stocks Are One-Fifth Of All US Equity Value

Other Majors Have Retreated As A Share of US Equity Value

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

Tesla (TSLA) Share of
US Exchange Market
Cap (%)

2

4

6

8

10

12

14

16

18

20

22

AAPL, AMZN, MSFT, GOOGL, FB, TSLA Share
of US Total Exchange Market Cap

AAPL, AMZN, MSFT, GOOGL, FB Share of US
Total Exchange Market Cap

0

1

2

3

4

5

6

7

Apple (AAPL)

Amazon (AMZN)

Microsoft (MSFT)

Alphabet (GOOGL)

Facebook (FB)

Tesla (TSLA)



Page 31 of 39 The Bespoke Report 1/8/21 BespokePremium.com 

For Personal Use Only—Do Not Forward or Redistribute 

Tesla (TSLA) gets the most attention in the equity market these days as the stock is already up 22% on 

the year making CEO Elon Musk the richest man in the world (on paper). The stock’s YTD rally may be 

incredible, but bitcoin is already up twice that this year. 

• The price of bitcoin has basically gone 

parabolic lately. Because of the gains over 

the last two months, it’s hard to see in 

the chart, but even before the November 

election, bitcoin was having a great year.  

Since the election, though, it has tripled! 

• While the one year chart looks parabolic, 

a longer term chart of bitcoin on a log 

chart shows what has been a textbook 

breakout following a three year consoli-

dation. 

• With Democrats moving into power in DC 

and now having full control, investors and 

traders have been rushing into bitcoin on 

the premise that all of the spending on 

the horizon will weaken the dollar. 

• Bitcoin has earned the nickname digital 

gold, but gold hasn’t performed anywhere 

nearly as well.   

• Right after the election, one bitcoin was 

worth seven ounces of gold.  As of Friday 

morning, one bitcoin now buys 22 ounces 

of gold.  So while investors have been 

flocking into bitcoin, supposedly as an 

inflation hedge, inflows into gold have 

been relatively nonexistent. 

• Despite the extreme move in bitcoin in 

recent days, its rally over the last 50 cal-

endar days (bitcoin doesn’t take week-

ends or holidays off) doesn’t even rank as 

the strongest of the last several years. 

• In fact, three other periods in the last five 

years have seen larger moves on a per-

centage basis.  
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In our annual section on Bitcoin from late last year, we highlighted that the driver behind 2020’s rally 

appeared to be less tied to a retail frenzy as it was in 2017 and more by increased demand from institu-

tions as well as the fact that supply wasn’t growing nearly as fast as it once has.   

• On the demand side, a number of large institutional investors and even companies started to allo-

cate capital to bitcoin in 2020.  Legendary investors like Paul Tudor Jones, Stanley Druckenmiller, 

Ray Dalio, Bill Miller, Larry Fink and Rick Rieder have all gotten behind bitcoin to varying degrees.   

• Grayscale runs the largest bitcoin investment vehicle (Grayscale Bitcoin Trust—GBTC), and in the 

last three years, inflows to the firm have been increasingly institutional.  In 2018, 66% of new mon-

ey to the firm was institutional.  In 2019, that share increased to 71%, but through the first three 

quarters of 2020, institutional money made up 84% of all inflows into Grayscale. 

• Companies too have become increasingly open to bitcoin.  This year, companies ranging from 

MassMutual, Square (SQ), and MicroStrategy (MSTR) have all disclosed stakes in bitcoin.  MSTR by 

itself now owns more than 70,000 bitcoins worth over $1 billion. 

• On the supply side, not only is bitcoin supply limited at 21 million, but according to some esti-

mates, supply may even be declining on a net basis.   

• Bitcoin is set up so that as the total number of bitcoins mined increases, the harder it then be-

comes to mine new coins. As recently as mid 2016, an average of 108K new bitcoins were mined 

every month.  At the first peak in late 2017, the monthly average was just under 60K.  Closing out 

2020, just 13.5K new bitcoins are being mined per month.   

• When you add in the fact that a small percentage of bitcoins are lost permanently each month due 

to lost keys, there’s already a steadily declining new supply of bitcoin coming into the market. 

Total Number of Bitcoins Mined: 2009 - 2021

Bitcoins Mined By Month ('000s)
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Shifting back to equities, market breadth remains positive. 

• The S&P 500’s cumulative advance-decline (A/D) has and continues to track price almost step for 

step over the last several months.  

• While the S&P 500 started the year off down, in the three days that followed, its net A/D reading 

was greater than +200 for three straight days taking the cumulative A/D line back to new all-time 

highs. 

 

 

 

 

 

 

 

 

 

• Just like the S&P 500, breadth in the Nasdaq and Russell 2000 also spiked to new highs this week, 

picking up in 2021 right where 2020 left off. 

 

Nasdaq vs Cumulative A/D Line: Last 12 Months Russell 2000 vs Cumulative A/D Line: Last 12 Months
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Just like breadth, which has been supportive of the equity market’s rally, trends in the credit market 

also continue to be supportive of equity prices. Below we have provided updated charts of the S&P 500 

relative to spreads on high yield and corporate debt (as measured by the Bank of America indices).  

Since credit spreads tend to be inversely correlated to equity prices, to make the comparison easier, 

we have plotted them on an inverted basis. 

• Spreads on high yield debt tightened by 8 basis points (bps) to 378 bps this week.  While not quite 

back to pre-pandemic levels, high yield spreads are at their tightest level since the March 23rd low 

and continue to track the S&P 500 step for step. 

 

 

 

 

 

 

 

 

 

• Spreads in the overall corporate bond market have been following a similar path to high yield.  This 

week, spreads were actually unchanged, but that also marks a post-pandemic low. 

 

S&P 500 vs High Yield Spreads: Since March 23rd

1,100

1,000

900

800

700

600

500

400

300

2200

2500

2800

3100

3400

3700

4000

3/23 5/23 7/23 9/23 11/23

S&P 500 - Left Axis

High Yield Spreads (bps) - Right Axis (Inverted)

High yield spreads tracking trends in 
equity market. Lowest spreads since 
the pandemic.

S&P 500 vs Corporate Spreads: Since March 23rd

425

375

325

275

225

175

125

75

2200

2500

2800

3100

3400

3700

4000

3/23 5/23 7/23 9/23 11/23

S&P 500 - Left Axis

Corporate Spreads (bps) - Right Axis (Inverted)

Corporate Spreads at lowest levels 
since the pandemic.



Page 35 of 39 The Bespoke Report 1/8/21 BespokePremium.com 

For Personal Use Only—Do Not Forward or Redistribute 

The bull market that started on March 23rd reached an important milestone on Wednesday when it 

reached its 200th trading day.   

• In the post-WWII period, there have been 12 bull markets that have lasted longer than 200 trading 

days, but none of them were as strong in their first 200 trading days than this one. 

• While the average gain in the first 200 trading days of prior bull markets has been a gain of 33.1%, 

the S&P 500’s gain in this bull market’s first 200 trading days has been close to double that, and the 

only two that were even close were the bull markets that began in 1982 and 2009. 

 

 

 

 

 

 

 

 

 

 
 

• When it comes to good company, it doesn’t get much better than 2009 and 1982 which both 

turned out to be pretty impressive bull markets. 

• While the S&P 500 declined in the year after the 1982’s first 200 trading days, it ultimately rallied 

more than 200% before the 1987 crash. 

• 2009 was even more impressive.  While there were corrections along the way, that bull market 

didn’t come to an end until last February in a bear market that lasted a mere 33 days.  

 

S&P 500 Performance in Post-WWII Bull Markets (%): First 200 Trading Days
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Following the initial 200 trading days of prior bull markets, the year after was generally strong. 

• Of the eleven prior bull markets, the S&P 500 was up to varying degrees in every bull market ex-

cept 1982 when it declined 8.6%. 

 

 

 

 

 

 

 

 

 

In the table below, we show the performance of the S&P 500 in the first 200 trading days of bull mar-

kets as well as over the next year.  For the one year period, we show the S&P 500’s performance over 

that entire year, the maximum gain and decline in the year from the close on the 200th trading day, as 

well as the maximum decline from a peak.  

• Of the 12 prior bull markets shown, the S&P 500 averaged a gain of 13.8% (median: 13.4%) over 

the following year with gains all but once.  

• During that time, the maximum gain from the close on day 200 was an average of 18.1% (median: 

17.5%) while the average and median maximum decline was 4.8%.  Lastly, the average maximum 

drawdown from a high point to a low point in that following year was 9.2% (median: -9.0%).   

• Overall, the year that follows the first 200 trading days of bull markets has historically been a posi-

tive risk/reward setup.  

 

S&P 500 Performance in Post-WWII Bull Markets (%): Year After First 200 Days
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Start End Entire Period Max Gain Max Decline From a Peak Entire Period Max Gain Max Decline Max Decline From a Peak

5/19/47 6/15/48 393 1.3 17.1 -14.1 6.5 21.8 -0.8 -1.9

6/13/49 8/2/56 2607 29.4 29.6 -3.6 23.9 26.5 -4.8 -14.0

10/22/57 12/12/61 1512 21.8 23.0 -5.6 26.9 27.1 -0.5 -4.4

6/26/62 2/9/66 1324 31.4 31.4 -10.5 16.3 15.9 -1.3 -6.5

10/7/66 11/29/68 784 28.5 29.2 -6.5 3.1 8.5 -6.7 -10.1

5/26/70 1/11/73 961 43.3 43.5 -9.3 9.6 9.6 -9.2 -13.9

10/3/74 11/28/80 2248 46.8 53.5 -13.6 13.4 17.5 -10.2 -9.0

8/12/82 8/25/87 1839 61.6 62.3 -7.1 -8.6 5.0 -8.6 -12.4

12/4/87 3/24/00 4494 20.5 23.2 -7.6 28.5 30.9 -2.2 -7.0

7/23/02 10/9/07 1904 15.4 20.7 -19.3 19.4 24.0 -0.1 -6.1

3/9/09 2/19/20 3999 64.7 64.7 -7.1 12.6 12.6 -8.2 -16.0

3/23/20 1/7/21 290 67.5 67.9 -9.6

Average 33.1 36.2 -9.5 13.8 18.1 -4.8 -9.2

Median 29.4 29.6 -7.6 13.4 17.5 -4.8 -9.0

Performance First 200 Trading Days (%)Calendar 

Days

Performance From Day 200 Out One Year

S&P 500 Post WWII Bull Markets Longer Than Six Months



Page 37 of 39 The Bespoke Report 1/8/21 BespokePremium.com 

For Personal Use Only—Do Not Forward or Redistribute 

On a final note, in recent weeks we’ve seen an impressive run where the percentage of S&P 500 stocks 

trading above their 50-DMAs has remained fairly elevated. 

• Over the past three months, the me-

dian reading in the daily percentage 

of stocks above their 50-DMAs has 

been just over 79%.  

• As shown in the first chart at right, 

on a rolling basis that current read-

ing is in the top 10% of readings 

since 1990 and is now the highest 

since May of 2019. 

• Today marked the 42nd consecutive 

day in which the percentage of S&P 

500 stocks above their 50-DMA has 

been above 70%. 

• That is the longest stretch since an-

other 42 trading day long streak that 

came to an end on April 28th of 

2016.   

• Other than that, there were only ten 

other streaks of readings above 70% 

that lasted for two months (42 trad-

ing days) or more. The longest of 

these went on for 69 days ending on 

August 11th of 1997. 

• As shown in the table at right, the 

week after these streaks first 

reached 42 days has typically been 

marked by weak returns with the 

S&P 500 averaging a 0.29% decline 

and positive returns only around a 

third of the time. 

• Going forward, though, returns have 

generally been positive with positive 

returns more than 80% of the time 

three and six months later and 100% 

of the time one year out. 

 

 

Consecutive Days With +70% of S&P 500 Stocks Above 50-DMA

Rolling 3 Month Median % of S&P 500 Stocks Above 50-DMA
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Date Week Month 3 Month 6 Month Year

3/22/1991 1.04 3.67 3.02 5.46 11.92

5/9/1995 0.88 1.83 6.72 12.80 21.91

7/2/1997 1.08 5.56 4.56 7.39 26.81

4/1/1998 -0.59 0.32 2.26 -5.34 16.75

6/12/2003 -0.38 -0.04 3.32 6.18 12.70

1/3/2005 -0.98 -1.05 -1.79 -0.64 5.55

6/2/2009 -0.24 -2.69 8.83 15.53 16.26

9/16/2009 -0.74 2.18 3.14 9.12 5.23

11/5/2010 -2.17 -0.22 6.38 9.33 2.23

3/2/2012 0.09 2.84 -2.72 2.98 12.55

4/28/2016 -1.21 0.69 4.46 3.24 14.86

1/8/2021 ? ? ? ? ?

Average -0.29 1.19 3.47 6.01 13.34

Median -0.38 0.69 3.32 6.18 12.70

% Positive 36.36 63.64 81.82 81.82 100.00

All Periods Since 1990

Average 0.18 0.71 2.12 4.42 9.08

Median 0.31 1.14 2.80 5.18 10.75

* Times when the percentage of S&P 500 stocks above their 50-DMAs 

remains above 70% for at least two months (42 straight trading days).

S&P 500 Performance (%)

Consistently High % of S&P 500 Stocks Above 50-DMA*
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To close out the week, we wanted to make a quick comment on equity issuance so far this year.  As 
you might expect given the bull market, there’s been a lot of equity put out on the market recently in 
terms of IPOs and secondaries.  That, coupled with less retirement of equities from buybacks and mer-
gers has resulted in total net issuance of equities to be nearly unchanged in Q3 (latest quarter availa-
ble). Since 1994, there have only been three other periods where net issuance was either less negative 
or even positive.  The first was at the peak of the dot-com bubble, but the second and the third were 
actually around bear market lows.  Now, we won’t go as far as to say that all this issuance is bullish for 
the market, but it isn’t necessarily as scary you would initially think. 

That wraps things up for this week.  Have a good and restful weekend.  We all deserve it! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Bespoke Model Growth Portfolio 

Bespoke Model Dividend Income Portfolio 

Bespoke Tactical Macro ETF Portfolio 

 

• We’ll be back on Monday with The Morning Lineup and don’t forget to keep an eye out for Bespoke 

Brunch Reads on Sunday morning! 

• Have a great weekend! 

US Equity Market Supply Has Ramped Up
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Terms and Conditions 

By using our site (this “Site”), you are agreeing to comply with and be bound by the following terms and conditions. If you do not agree to the following terms and 

conditions, you may not use this Site. The terms “Bespoke”, “us”, “we” or “our” refer to Bespoke Investment Group, LLC. The term “Service” includes, but is not 

limited to, the text, content, graphics, audio or video produced by Bespoke and appearing on this Site. The terms “you” and “your” refer to the user of the Service 

or viewer of this Site. 

Acceptance of Agreement 

By using this Site, you represent to us that you have read and agree to the terms and conditions set forth in this legal statement, which constitutes a legal and 

binding agreement between you and us (the “Agreement”). This Agreement constitutes the only and entire agreement between you and us, and supersedes all 

prior or contemporaneous agreements, representations, warranties and understandings with respect to your use of the Site and the Service. This Agreement may 

be amended at any time by us, and from time to time, without any notice to you. The latest Agreement will be posted on the Site, and you should review the 

Agreement prior to using or viewing this Site or the Service. You also agree to comply with U.S. law regarding the transmission of any information or data obtained 

from the Site or the Service in accordance with this Agreement. You also agree to not disrupt or interfere with the Site or the Service or use the Site or the Service 

for illegal purposes. 

Copyrights and Trademarks 

The works of authorship contained in the Service, including but not limited to all data, design, text, images, charts, audio,  video or other data compilations or 

collective works, and all trademarks, trade names, service marks and other intellectual property, are owned, except as otherwise expressly stated, by Bespoke or 

one of our data providers, and may not be copied, reproduced, transmitted, displayed, performed, distributed, rented, sublicensed, altered, stored for subsequent 

use or otherwise used in whole or in part in any manner without the prior written consent of Bespoke in each instance. This S ite and the Service are protected by 

copyrights, trademarks, service marks, international treaties, and/or other proprietary rights and laws of the United States.  The Site and the Service are also 

protected as collective works or compilations under U.S. copyright and other laws and treaties. All individual articles, columns, and other elements making up the 

Site or the Service are also copyrighted works. You agree to abide by all additional copyright notices or restrictions contained in the Site or the Service. 

Disclaimer and Limitations of Liability 

All information, data and analysis contained in the Site or the Service are provided “AS IS” and without warranty of any kind, either expressed or implied.  All 

information, data and analysis provided by the Site or the Service is for informational and educational purposes only and is not a recommendation to buy or sell a 

security or basket of securities, including but not limited to equities, options and other derivative products, fixed income products, and ETFs. Bespoke believes all 

information, data and analysis contained in the Service to be accurate, but does not guarantee its accuracy. Under no circumstances, including, but not limited to, 

negligence, shall Bespoke, any of Be spoke's affiliates, employees, or other third party data providers be liable to you for direct, indirect, consequential, incidental, 

special, punitive or exemplary damages even if an authorized Bespoke representative has been advised specifically of the possibility of such damages, arising from 

the use of or inability to use the Site or the Service, such as, but not limited to, losses, loss of revenue, anticipated profits or lost business. In no event shall Be 

spoke's total liability to you for all damages, losses, and causes and action (whether in contract or tort, including but not limited to negligence) exceed the amount 

paid by you, if any, for accessing this Site or using the Service. All opinions expressed on this Site are subject to change without notice, and you should always 

obtain current information and perform appropriate due diligence before making trades or investment decisions. Bespoke, any of Be spoke's affiliates, employees, 

or other third party data providers may have long or short positions in the securities discussed in the Service and may purchase or sell such securities without 

notice. Bespoke uses various methods to evaluate investments which may, at times, produce contradictory recommendations with respect to the same securities. 

When evaluating the results of prior Bespoke recommendations or Bespoke performance rankings, you should also consider that Bespoke may modify the meth-

ods it uses to evaluate investment opportunities from time to time. For this and for many other reasons, the performance of Be spoke's past recommendations or 

investments is not a guarantee of future results. 

The securities mentioned in this Site or in the Service may not be eligible for sale in some states or countries, nor be suitable for all types of investors; their value 

and income they produce may fluctuate and/or be adversely affected by exchange rates, interest rates or other factors. 

Governing Law 

This Agreement and your use of the Site and Service will be governed by the laws of the State of New York, as applied to contracts entered into between New York 

residents and performed in New York. Any dispute arising out of this Agreement or your use of the Site or the Service will be  heard only in the state or federal 

courts located in Westchester County, New York USA, and you consent and submit to the personal jurisdiction of such courts.  

Interpretation 

If any provision of this Agreement is found invalid or unenforceable, that provision will be enforced to the maximum extent permissible, and the other provisions 

of the Agreement will remain in force.  This Agreement states the entire agreement between you and us relating to use of the Site or the Service.  This Agreement 

may not be amended except as provided above. 

Contact 

If you have any questions, concerns or comments, please email info@bespokeinvest.com.  

 


