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Market Snapshot

Today

Prior Session

3-month Libor

0.23%

0.23%

10-Year Treasury

0.93%

0.93%

S&P 500

3,648

3,662

IG Corporates

1.84%

1.80%

HY Corporates

4.60%

4.70%

Municipals

1.17%

1.17%

Source: RBC Wealth Management, Bloomberg, Bloomberg Barclays Indexes

Rates
Yields popped along the curve on press reports that fiscal
stimulus proposals are once again circulating in Congress.
The potential for a “fiscal bridge” until vaccines are widely
available pushed investors out of Treasuries, particularly on
the long end. The curve ended both higher and steeper.

Credit
Corporates sold off alongside Treasuries and were largely
unchanged on a spread basis.
There’s not much to really move the needle on corporate credit
risk in the recent news flow. At the margin, some individual
corporates could be saved by a faster fiscal stimulus plan, but
issuers—particularly those large enough to be weighted in the
indices—have already built their funding bridge using incredibly
cheap debt. Better growth and revenue are certainly welcome
but current pricing is already fairly optimistic.
Investors continue to push further down the credit curve in the
search for yield.

ISM manufacturing data released yesterday was slightly
weaker than expected but still showed one of the highest rates
of monthly expansion in years. The ISM employment reading
was less reassuring, showing a modest monthly contraction.
The most important monthly jobs reading—Non-Farm
Payrolls—is due out on Friday.
While early fiscal stimulus would be economically helpful,
market reaction may be getting ahead of probabilities.
Although a bipartisan Senate group has proposed a roughly
$900 billion plan, neither House nor Senate leadership have
signed off.
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Municipals
Municipals were mostly unchanged in afternoon trading with
maturities due 5 years and in 1 basis point higher. The
Bloomberg Barclays Municipal Index returned 1.51% in
November on strong demand and reduced issuance.
Absent a round of federal aid many U.S. states are not
expected to see a recovery in tax revenue until late 2021
forcing them to make tough decisions with respect to balancing
budget and managing deficits, according to Moody’s.

Source: RBC Wealth Management, Bloomberg

West Covina, California sold $204 million of pension bonds in
July is on the brink of bankruptcy because of poor management
and the raiding of reserves, according to recent report by the a
state auditor.

Strategy & Economics
Key U.S. Economic Data Releases
Event

Period

Survey

Actual

Prior

MBA Mortgage
Applications

Nov 27

-

-0.6%

3.9%

Nov

430k

307k

404k

ADP Employment
Change

Chart: 30 Year Fixed Mortgage Rates Hit 2.92%

Our Thoughts

ADP employment results added fewer jobs than
projected following the already disappointing results
from the October report as surging virus cases and
rising restrictions decelerates hiring. ADP added
307k jobs during November versus 404k from the
prior month.
Released eight times a year, the Fed’s Beige Book,
which gathers anecdotal information on economic
conditions should continue discussing deterioration
of economic activity as virus cases climb amid
rising restrictions. Near-term data is expected to be
less optimistic with increasing layoffs and business
foreclosures becoming more likely.
MBA mortgage applications fell 0.6% after rising
3.9% during the prior week. Refis declined 4.6%
despite 30 year fixed mortgage rates falling to
2.92% shown from the left chart.

Source: RBC Wealth Management, Bloomberg

Prior Session Highlights & Analysis

Event

Period

Survey

Actual

Prior

Nov F

56.7

56.7

-56.7

ISM Manufacturing

Nov

58.0

57.5

59.3

ISM Prices Paid

Nov

65.0

65.4

65.5

Construction Spending
MoM

Oct

0.8%

1.3%

0.3%

Wards Total Vehicle
Sales

Nov

16.10m

15.55m

16.21m

Markit US Manufacturing
PMI

Chart: ISM Manufacturing Data

Source: RBC Wealth Management, Bloomberg

Our Thoughts

ISM Manufacturing data remained relatively flat
after the previous reading reported the strongest
numbers since late 2018. Factory output remained
strong while ISM services weakened amid travel
and restaurant restrictions.
Wards vehicle sales reported slightly lower from
November following the strong results during the
prior month. Overall, demand has sustained with
more people moving from urban living to suburban
homes where 1-2 cars is standard compared to
urban residents only having 0-1 cars.
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