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 The weaker consumer 
sentiment comes as 
hiring cooled in 
December and 
January, but will pick 
up again when the 
economy can be 
reopened.

 Progress in US$1.9
trillion stimulus and 
company positive 
earning surprise 
boosted market 
optimism.

 The recovery 
trajectory of the US 
economy will be 
impacted by the pace 
and continuation of 
rebound in consumer 
spending

US retail sales saw a strong 5.3% month-on-month growth in January mainly due to the

stimulus check distributed to individuals in early January. Yet the University of

Michigan’s consumer sentiment index slipped to a reading of 76.8 in February, down

from a final reading of 79 in January. Diving deeper into the data, one can see a

growing income inequality between households due to the pandemic. Consumer

sentiment was mainly dragged down by the lower income group, with only 23% of

households in the bottom third of incomes saying their financial situation has

improved. In contrast, among those with incomes in the top third, 54% reported their

finances had improved.

The weaker consumer sentiment comes as hiring cooled in December and January,

Nonfarm payrolls only added 49,000 jobs in January and job losses in December 2020

were revised down to 227,000. The unemployment rate edged down by 0.4 percentage

points to 6.3% during the month.

With the Covid-19 vaccination programme in swing, numbers of newly reported cases

have been trending down. As of 23rd February, the seven-day average of new cases

was about 65,400, down from over 145,000 cases at the end of January. General

market expectation is that consumer confidence will pick up again when the economy

reopens after a widespread vaccine rollout.

On 17th February, the Federal Reserve Bank of Atlanta predicted that the economy will

grow at a seasonally adjusted annual rate of 9.5% in Q1 2021 compared to the

previous quarter, up sharply from an estimate of 4.5% just one week earlier. The

recovery trajectory of the US economy will be impacted by the pace and continuation

of the rebound in consumer spending, which will hinge on job creation momentum and

the timing of additional fiscal aid.
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Progress in fiscal stimulus and corporate earnings support

optimism in equity market

The Senate and House of Representatives approved a budget plan for

President Biden’s US$1.9 trillion Covid-19 relief package in early February.

Speaker of the US House of Representatives, Nancy Pelosi, predicted that the

final relief legislation could be passed before mid-March, when special

unemployment benefits are set to expire.

Meanwhile, about 79% of the companies in the S&P 500 Index that

announced quarterly results for the fourth quarter of 2020 reported better

than expected earnings, according to Bloomberg data as of 25th February.

The telecommunications, technology, consumer discretionary, and financial

sectors were key contributors to the unexpectedly positive earnings. These

sectors have seen increased deployment of their services and products, or

managed to migrate business operations online during the pandemic.

Against this backdrop, benchmark indices hit record highs in February.

Nonetheless, the stock market momentum faltered towards the end of the

month amid higher treasury yields. As of 26th February, the Nasdaq only

recorded a 0.9% gain from the level at the end of January, while the S&P 500

Index registered a 2.6 % gain and the Dow Jones was up 3.2% over the same

horizon.

Bond yields and US dollar rise with improving outlook

The diminishing infection rate and the upcoming US$1.9 trillion relief

package spurred expectation of a better economic outlook in the second half

of 2021 and a boost to inflation, driving down the demand for bonds.

As of 26th February, the 10-year treasury yield rose to 1.407%, about 34

basis points above the level at the end of January.

The US dollar index climbed above 91 at the beginning of February as the US

economic outlook brightened and treasury yields surged higher. Towards the

end of the month, the easing momentum in stock market triggered some risk

aversion in market, providing support for the US dollar. As of 26th February,

the dollar index still stood at 90.879, about 0.3% higher than the level at the

end of January.
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Disclaimers

This document is prepared by The Bank of East Asia, Limited (“BEA”) for customer reference only. Other than disclosures relating to 

BEA, the content is based on information available to the public and reasonably believed to be reliable but has not been 

independently verified. Any projections and opinions contained herein are as of the date hereof and are expressed solely as general 

market commentary and do not constitute an offer of securities, nor a solicitation, suggestion, investment advice, or guaranteed

return to make such an offer. The information, forecasts and opinions contained herein are as of the date hereof and are subject to 

change without prior notification, and should not be regarded as any investment product or market recommendations. This document

has not been reviewed by the Securities and Futures Commission of Hong Kong, Hong Kong Monetary Authority or any regulatory 

authority in Hong Kong.

BEA will update the published research as needed and as required by the law. In addition to certain reports published on a periodic 

basis, other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or completeness of the

information and stated returns contained in this document, and  no liability is accepted for any loss, arising, directly or indirectly, from 

any use of such information (whether due to infringements or contracts or other aspects). Investment involves risks. The price of 

investment products may go up or down. Past performance is not indicative of future performance. The investments mentioned in this 

document may not be suitable for all investors, and do not consider the specific investment objectives or experience, financial 

situation or other needs of each recipient. Therefore, investors should not make any investment decisions based on this document. 

Investors should make investment decisions based on their own investment objectives, investment experience, financial situation and 

specific needs; if necessary, they should seek independent professional advice before making any investment.

The views and opinions in this document are not an official view of BEA.

This document is the property of BEA and is protected by applicable relevant intellectual property laws. Without the prior written 

consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published, broadcast, circulated, 

modified, or developed commercially, in electronic nor printed forms, nor through any media platforms that exist now or are 

developed later.

For more information, please visit the website at https://www.hkbea.com/html/en/bea-about-bea-economic-research.html. For any 

enquiries please direct contact to the Economic Research Department, Email: lerd@hkbea.com, Tel: (852) 3609-1504 or GPO Box 31, 

Hong Kong.

© 2021 The Bank of East Asia, Limited

MARKET MONITOR 3

https://www.hkbea.com/html/en/bea-about-bea-economic-research.html
mailto:lerd@hkbea.com

