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Global markets rebounded strongly in November 2020, following the results of the U.S. election and positive
vaccine efficacy announcements. Global equity markets rallied with the S&P 500 +10.9%, NASDAQ +11.9%, EAFE
+15.5%, and Emerging Markets +9.2%. Fixed income performance was also positive with the Bloomberg Barclays
US Aggregate +1.0% and US high yield +4.0%. Cyclical commodities such as oil boomed +26.8%, while gold fell

-5.4%.

The 2020 election results were finalized over the course
of the month, except for the Georgia Senate run-off
race to be conducted on January 5th, 2021. President-
elect Joe Biden won the race with 306 electoral votes
and over 81 million popular votes. Market expectations
heading into the election were for a Blue Wave of Dem-
ocratic victories capturing the Presidency, the Senate,
and the House. The wave could have emboldened the
Democrats to implement a plan of higher taxes, addi-
tional coronavirus relief, more technology regulation,
and infrastructure spending. Funding this agenda
would most likely lead to higher deficits and potentially
higher interest rates in the future. However, with the
unexpected strength of Republicans across the board,
the Blue Wave agenda will have difficulty being imple-
mented especially if the Republicans ultimately keep
control of the Senate.

The Joe Biden era has begun with the hope of a bi-
partisan approach to governing over the coming term.
Biden’s Cabinet picks by and large have been relatively
centrist. Janet Yellen’s nomination for Treasury Sec-
retary exemplifies this approach. Her experience as
chairwoman of the Federal Reserve from 2014-2018
should lead to a steady hand in guiding the Treasury
Department. Another hope for a bipartisan approach
is coming from Congress. Senate Majority leader, Mitch
McConnell, and Speaker of the House, Nancy Pelosi,
have been in renewed discussion around a $900 billion

MASSACHUSETTS | 45 Braintree Hill Office Park, Ste 201

coronavirus relief package. Many details still need to be
worked out in a potential deal, but the discussion is en-
couraging relative to the rancor on display pre-election.

Coronavirus has accelerated throughout the country
and the world in November. New cases in the US have
exceed 200,000 a day while hospitalizations have hit
100,000 and deaths are increasing.
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With the surge in cases, states have implemented new
restrictions to attempt to limit the spread of the dis-
ease. California may implement a 21-day restriction on
community outings, travel, and in-person shopping as
ICU capacity is beginning to run low in some areas.
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While near term infection trends are alarming, the vaccines ahead of FDA approval. If the approv-
vaccine news in the month was very positive. Pfizer, al comes, the distribution of the vaccines can begin
Moderna, and AstraZeneca all released data during the immediately. The CDC and governmental agencies
month demonstrating effective vaccines to fight the will develop the protocols for distributing the vaccine
disease. The UK approved the Pfizer vaccine for dis- amongst the population. Most likely, health care work-
tribution during the first week of December. The U.S. ers and high-risk individuals will be the first to receive
FDA will most likely rule on the approval of the Pfizer the doses. Financial markets will balance the near-term
vaccine in the second week of December and Moderna negative trends of the active cases with the longer-run
in the third week. Operation Warp Speed in the U.S. positive implication of a vaccinated population with the
has funded logistics and manufacturing of these hope that this will enable a recovery to normal eco-

nomic activity.

Q3 earnings season came in bet-

ter than expected. According to S&P 500 @320 Earnings Y/Y (Ex Oil, Airlines, and Hotel Industries)
Factset, earnings would be grow- (Source: FactSet)

ing by 4% year over year for Q3, 6.0%

excluding just three industries. 50% 5%

The industries reporting the larg-
est increases include interactive
media and services, software, and
automobiles. The three industries | 20%
negatively impacting earnings are | 1
oil and gas, airlines, and hotels,
restaurant, and leisure.
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centage of S&P companies report- s

ing a DOSitive earnings Surprise = Q3 2020 Eamnings Y/Y Q3 2020 Eamings Y/Y (Ex Oil, Airfines, and Hotel Industries)
since Factset began tracking this

metric in 2008. Source: Pallas Capital Advisors, Factset

While earnings have surprised positively, the unemployment rate dropped again to 6.7% from 6.9%. Continuing
claims dropped to 5.5 million from 6.8 million in the prior month. That 5.5 million number is still representative of
recession levels, but the trend is positive.
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November 2020 was certainly a month to remember. Stock markets rallied strongly after U.S. election results
and positive vaccine efficacy news. The coronavirus continues to surge around the country, but the U.S. is
expected to approve vaccines in December. Distribution will follow almost immediately due to operation Warp
Speed. The economic bifurcation continues where technology-driven businesses are thriving while service-ori-
ented businesses are struggling.

A bipartisan effort in Washington will be needed to push through another coronavirus relief bill to aid these
struggling industries. Pallas Capital will monitor macroeconomic, pollical, and company news for impacts on
markets.

Sincerely,
Mark A. Bogar, CFA®

Chief Investment Officer
Pallas Capital Advisors

The information contained herein is for informational purposes only, is not personalized investment advice and should not be construed as a rec-
ommendation to purchase or sell any particular security, sector or strategy to any individual person or entity. The decision to review or consider the
purchase or sell of any security, sector or strategy mentioned should not be undertaken without consideration of your personal financial information,
investment objectives and risk tolerance with your financial professional. Past performance should not be considered as an indicator of future results.
Mark Bogar is not registered to trade securities through Triad Advisors.
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