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IT IS ALWAYS DARKEST BEFORE THE DAWN

Economically speaking, it has been a very bumpy start to the 

new year. On the good news front, the economy will start 

receiving a positive jolt from the $900 billion financial stimulus 

bill recently approved, including $166 billion in direct checks 

to individuals. Also, President-elect Biden is recommending 

a $1.9 trillion economic rescue plan and is hoping it can 

get approved by Congress in Q1. On the negative side, the 

number of COVID cases is rising rapidly, reflecting the long-

feared Christmas-related spike.

The resurgence of COVID cases and the slower rollout of 

vaccinations have caused economic growth to slow in recent 

weeks. Weakness remains concentrated in consumer services, 

especially those with face-to-face contact - due to state and 

local restrictions and self-preservation.

In December's labor report, it showed up as a sharp decline of 

nearly 500,000 jobs lost in the leisure and hospitality sector 

(chart 1). Hiring picked up in other sectors like construction 

and manufacturing.

Forecasts for Q1 growth are the weakest of the year due to 

COVID-induced business restrictions (chart 2). Growth in 

the subsequent quarters is expected to be quite strong as 

the economy starts to put the virus behind it due to mass 

distribution of vaccines. Driving that growth is the massive 

amount of household savings acquired this past year due to 

increased income and reduced spending (chart 3). Household 

income leapt due to federal relief programs (stimulus checks, 

payroll protection plan, enhanced unemployment insurance, 

etc.), while spending on services (air travel, hotels, restaurants, 

etc.) fell significantly. 

In addition to strong consumer spending, economic growth 

is expected to be supported by a robust housing market that 

benefits from record-low mortgage rates, strong household 

balance sheets of home buyers, and increased demand. 

Additional strength will be from the manufacturing sector, 

which is enjoying a resurgence due to low inventory levels 

(chart 4) and the weakening dollar.
Sources: Bureau of Labor Statistics, Bloomberg, US Census Bureau.

CHART 1: December Labor Report: Leisure & Hospitality Sector
'000, monthly change, seasonally adjusted annual rate

CHART 2: GDP Forecast: Bloomberg Median

CHART 3: Household Savings, Earnings, Spending
Change from 2019 to 2020 (Mar-Nov), $, billion

CHART 4: Inventory-to Sales Ratio: Retailers (%)
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COVID-19 
COVID-19 hospitalizations have continued to rise, leading to renewed 

economic restrictions and reduced economic activity. Vaccine distribution 
has begun at a slow pace, but as the virus spread declines and vaccination 

speed gradually increases, economic activity should normalize in mid-2021.

STOCK MARKET
U.S. stock markets continue to build on optimism of 
a vaccine-driven return to normalcy and corporate 

profit recovery, with expectations for more significant 
fiscal stimulus. Still, even the best markets need a 

breather now and then, and a consolidation period is 
possible over the coming months.

GREENHOUSE GAS 
EMISSIONS

There are very few silver linings from COVID, but 
greenhouse gas emissions from energy and industry 
plummeted more than 10% last year due mainly to 

the slower economic pace.4

LABOR
As the impact of the virus fades and the warmer 

spring weather sets in, a strong rebound is expected 
in the hard-hit leisure and hospitality sector, 

which accounts for about 40% of the 10 million 
unemployed since February.1

INFLATION
We expect a slight increase in some prices in the 
first half of the year as the economy strengthens, 
and prices to recover for items and services that 

plummeted last year at the onset of the pandemic.

THE FED
The Fed has reiterated its commitment to buying 

longer-term securities to help keep downward 
pressure on bond yields. This helps keep mortgage 

rates low.2

CONFIDENCE
Consumer confidence, which has deteriorated in the 

past few months to levels not seen since the summer, 
is expected to rebound in the next few months in 
response to additional federal financial relief and 

increased vaccine distribution.3



CITY NATIONAL ROCHDALE®  |  THE BOTTOM LINE PAGE 4

Investment management services provided by City National Bank through its wholly owned subsidiary City National Rochdale, LLC, a registered investment advisor.

Non-deposit Investment Products: • are not FDIC insured • are not Bank guaranteed • may lose value

Important Disclosures
1Bureau of Labor Statistics
2The Federal Reserve Bank
3The Conference Board
4The Rhodium Group

The information presented does not involve the rendering of personalized investment, financial, legal, or tax advice. This presentation is not an offer to buy or 
sell, or a solicitation of any offer to buy or sell, any of the securities mentioned herein.

Certain statements contained herein may constitute projections, forecasts, and other forward-looking statements, which do not reflect actual results and are 
based primarily upon a hypothetical set of assumptions applied to certain historical financial information. Certain information has been provided by third-party 
sources, and although believed to be reliable, it has not been independently verified, and its accuracy or completeness cannot be guaranteed.

Any opinions, projections, forecasts, and forward-looking statements presented herein are valid as of the date of this document and are subject to change.

There are inherent risks with equity investing. These include, but are not limited to, stock market, manager, or investment style risks. Stock markets tend to 
move in cycles, with periods of rising prices and periods of falling prices.

Investing in international markets carries risks such as currency fluctuation, regulatory risks, and economic and political instability.

There are inherent risks with fixed income investing. These may include, but are not limited to, interest rate, call, credit, market, inflation, government policy, 
liquidity, or junk bond risks. When interest rates rise, bond prices fall. This risk is heightened with investments in longer-duration fixed income securities and 
during periods when prevailing interest rates are low or negative. 

Investing involves risk, including the loss of principal.

As with any investment strategy, there is no guarantee that investment objectives will be met, and investors may lose money.

Past performance is no guarantee of future performance.

Non-deposit investment products are not FDIC insured, are not bank guaranteed, and may lose value.


