
Major Developments This Week

 S&P 500 record high driven by technology shares

 Strong demand for new houses and new cars

 Democratic convention established their policy platform

 U.S. COVID cases and hospitalizations improving

 COVID flare ups in some parts of Europe

 Vaccines in late-stage trials due in the next 1-3 months, 50-60% willing to be vaccinated

 Consumer net worth reaches all time high

 Jobs recovery positive but slowing

 High savings will drive strong consumption spending despite high unemployment

 U.S. recovering faster than other countries

WEEKLY UPDATE

Source: CNR Research



Investment Committee considering: 

CNR Progress Playbook

 Economic activity remains positive, modest detrend, but resilient

 Fiscal stimulus failure

 Global monetary and fiscal stimulus to last all year

 Continue to expect earnings will rebound 20% - 40% in 2021

 Equity valuations are high, risk of  correction difficult to time

 Portfolio allocations continue to emphasize risk management

 Potential democratic policy change impacts on portfolios being considered

 Europe and US Mid and Small Caps stocks underperforming, maintain underweight

 Yields on Investment Grade and Treasuries low, Non Investment Grade yield still attractive

 Layoffs & bankruptcies for mid and large businesses

MARKET OUTLOOK

Source: CNR Research



Cases & Hospitalizations continue downtrend 

COVID-19 OUTBREAK

Source: www.covidtracking.com

 Cases drop in Texas, Florida, Arizona
 Average fatalities less than 1,000 over 7 days first time in a month
 90%+ U.S. population below transmission rate of  1
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Cases Increase in Parts of  Europe
 Gathering event driven, summer travel

COVID-19 OUTBREAK

Source: Bloomberg
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Targeted policies improve outcomes

COVID-19 OUTBREAK

Source: Acemoglu, D., Chernozhukov, V., Werning, I., Whinston, M. “Optimal Targeted Lockdowns in a Multi-Group SIR Model.” NBER Working 
Paper. June 2020. 

 MIT paper: it is possible to achieve safety results of  lockdowns with more targeted approaches

 Economic cost of  lockdowns is orders of  magnitude higher than targeted approaches
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Operation Warp Speed - Vaccine 

 Production and distribution process takes many months

 Suppliers setting up global supply chain ahead of  FDA-approval

 Don’t expect sizeable production and distribution until 2021

COVID-19 OUTBREAK

Source: CNR Research, Evercore ISI, US Department of Defense. 
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Government Funding Vaccine

COVID-19 OUTBREAK

Source: hhs.gov

Company Sum of  Funds 
($,M) Used for

Novavax $1,600 Development (100M doses)
Johnson & Johnson $1,456 Development (100M doses)
Moderna $2,455 Development (100M doses)
Sanofi/GlaxoSmithKline $2,000 Development (100M doses)
Pfizer/NioNTech $1,950 Development (100M doses)
Oxford/AstraZeneca $1,200 Development (300M doses)
Regeneron $450 Development (anti-viral anti-body)
Emergent BioSolutions $628 Manufacturing
Grand River Aseptic Man $160 Manufacturing
Texas A&M University & FujiFilm $265 Manufacturing
McKesson Corp. $NA Distribution
ApiJect $138 Distribution
Corning $204 Distribution
SiO2 Materials Science $143 Distribution
Grand Total $12,649



Housing Didn’t Get the Recession Memo
 This is the first recession that saw little to no impact in the housing market
 Given fundamentals, we believe housing will remain solid contributor to economic rebound

ECONOMIC IMPACT & POLICY RESPONSE

Source: NAHB/Wells Fargo Housing Market Index.
U.S. Census Bureau.
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Despite Job Losses, Households Have Capacity to Spend
 Prompt and massive policy response has lifted household income to unprecedented levels
 How consumers spent their stimulus checks:  33% saved, 52% paid down debt, 15% spent
 A decline in savings to its Pre-Covid avg, would boost spending 11% even without any income gains

ECONOMIC IMPACT & POLICY RESPONSE

Source: St. Louis Fed
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IMPORTANT DISCLOSURES

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.

The material contains forward-looking statements regarding intent, beliefs, or current expectations which are used for informational purposes 
only. Readers are cautioned that such forward-looking statements are not a guarantee of future performance, involve risks and uncertainties, 
and actual results may differ materially from those statements as a result of various factors. The views expressed are also subject to change 
based on market and other conditions. Furthermore, the opinions and information presented do not involve the rendering of personalized 
investment, financial, legal, or tax advice.

Investments in below-investment-grade debt securities which are usually called “high-yield” or “junk bonds,” are typically in weaker financial 
health and such securities can be harder to value and sell and their prices can be more volatile than more highly rated securities.  While these 
securities generally have higher rates of interest, they also involve greater risk of default than do securities of a higher-quality rating.

Investing in international markets carries risks such as currency fluctuation, regulatory risks, economic and political instability. Emerging 
markets involve heightened risks related to the same factors as well as increased volatility, lower trading volume, and less liquidity.  Emerging 
markets can have greater custodial and operational risks, and less developed legal and accounting systems than developed markets.

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

Adjustments to portfolio strategies are based on guidelines set forth by City National Rochdale’s Asset Allocation Committee. Individual client 
allocations among strategies, asset classes, portfolio weightings may be higher or lower given differences in portfolio holdings, client imposed 
restrictions, and/or the customized strategy implemented by each client’s portfolio manager.  These differences may have a material impact on 
individual client’s performance returns.

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

This material is available to advisory and sub-advised clients, as well as financial professionals working with City National Rochdale, a registered 
investment advisor and a wholly-owned subsidiary of City National Bank.

Indices are unmanaged and one cannot invest directly in an index. Index returns do not reflect a deduction for fees or expenses.

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future 
events or a guarantee of future results. 

Important Information



IMPORTANT DISCLOSURES

This presentation is for general information and education only. City National makes no representations or warranties in respect of this 
presentation and is not responsible for the accuracy, completeness or content of information contained in this presentation. City National is not 
responsible for, and expressly disclaims all liability for, damages of any kind arising out of use, reference to, or reliance on any information 
contained in or from the site. The information in this presentation should not be used to obtain credit or for any other commercial purpose nor 
should it be construed as tax, accounting, regulatory or legal advice. Rules in the areas of law, tax and accounting are subject to change and 
open to varying interpretations and you should seek professional advice from your advisor. Nothing in this presentation should be construed as 
an offer, or solicitation of an offer, to buy or sell any financial instrument. It should not be relied upon as specific investment advice directed to 
the viewer's specific investment objectives. Any financial instrument discussed in this presentation may not be suitable for the viewer. Each 
viewer must make his or her own investment decision, using an independent advisor if prudent, based on his or her own investment objective 
and financial situation. Prices and availability of financial instruments are subject to change without notice. Financial instruments denominated 
in a foreign currency are subject to exchange rate risk in addition to the risk of the investment. City National Bank (and its clients or associated 
persons) may, at times, engage in transactions in a manner inconsistent with this presentation and, with respect to particular securities and 
financial instruments discussed, may buy from or sell to clients or others on a principal basis. Past performance is not necessarily an indication 
of future results. 

Alternative investments are speculative, entail substantial risks, offer limited or no liquidity and are not suitable for all investors.  These 
investments have limited transparency to the funds’ investments and may involve leverage which magnifies both losses and gains, including the 
risk of loss of the entire investment.  Alternative investments have varying, and lengthy lockup provisions. 

The expected returns shown do not include fees for trading costs (e.g., commissions) or any fees charged by your financial advisor. Please speak 
to your financial advisor for a complete understanding of all fees.

Non-Deposit Investment Products: 

Are not insured by the FDIC.

Are not deposits or other obligations of or guaranteed by City National Bank.

Are subject to investment risks, including possible loss of the principal amount invested.

Deposit products and services are provided by City National Bank Member FDIC. City National Bank is a subsidiary of Royal Bank of Canada. 
Redistributed with the permission of City National Rochdale. 
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INDEX DEFINITIONS

The Standard and Poor’s 500 Index (S&P 500) is a market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, 
and industry group representation to represent U.S. equity performance. 

The Bloomberg Barclays US Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes USD 
denominated securities publicly issued by US and non-US industrial, utility and financial issuers.

The Bloomberg Barclays U.S. Corporate High Yield Index covers the U.S.-dollar denominated, non-investment grade, fixed-rate, taxable corporate 
bond market and includes securities with ratings by Moody’s, Fitch and S&P of Ba1/BB+/BB+ or below.

The Swiss Re Cat Bond Index tracks the return for all outstanding USD denominated cat bonds. The index is based on Swiss Re pricing 
indications only. 

The Bloomberg Barclays US Treasury Intermediate Index measures US dollar-denominated, fixed-rate, nominal debt issued by the U.S. Treasury 
with maturities of 1 to 9.9999 years to maturity. 

The Dow Jones US Select Dividend Index includes a selection of stocks based almost entirely on dividend yield and dividend history. Stocks are 
also required to have an annual average daily dollar trading volume of more than $1.5 million. These criteria help to ensure that the index 
represents the most widely traded of the markets highest-yielding stocks.

The MSCI Emerging Markets Index is a free-float weighted equity index that captures large and mid cap representation across Emerging Markets 
countries. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 

Index Definitions
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