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Consumers Pull Back as COVID Continues to Surge

15% 15%

¢ Retail sales fell 0.7% in December, the third straight monthly

. . o
decline. Sales are still up 2.9% over the year, however. 10% 10%

e The CPI advanced 0.4% in December (1.4% over the year).
Inflation remains tepid, with core prices up 0.1% in the month.

5% 5%

0% 0%

e Initial jobless claims jumped to 965K (week end Jan. 9).
-5% -5%

e Several Fed officials pushed back on the idea of a shift in

monetary policy anytime soon. 10% 10%

¢ Industrial production rose 1.6% in December.

-15% -15%

¢ Small business optimism (NFIB) dropped to 95.9 in December. = Retail Sales: Dec @ -0.7% |
. . . . . -20% + + + + + + + + + + + -20%
Consumer sentiment (U. Michigan) slipped to 79.2 in January. Jan  Feb Mar Apr May Jun Jul  Aug Sep Oct Nov Dec
.
Global Review Norway Inflation
Year-over-Year Percent Change
International Data Mixed Over the Week 6% 6%
e Brazilian inflation surprised to the upside in December, rising 5% 1 T 5%
4.5% year-over-year. Brazil’s inflation has been steadily 4% & 1 20
increasing since May amid lower interest rates, additional fiscal I
spending and a weaker exchange rate. 3% 1 V‘ AM‘/ T3%
e Norwegian mainland output fell less than expected in 2% 4 1M T2%
. . |
November, suggesting risks to our Q4 GDP growth forecast are wl M \ 1 106
tilted toward the upside. Meanwhile, Norway’s inflation \ 11 N
recovered in line with consensus estimates in December. 0% i I 0%
o Elsewhere, Peru’s central bank opted to continue its 1% + —— -1%
expansionary policy stance, holding its reference rate at . ‘ ‘ ‘ ‘ CPLATE: Dec @ 3.0%)|
0.25% and indicated it is ready to increase stimulus if needed. 00 03 06 09 12 15 18 21
‘Wells Fargo Securities U.S. Economic Forecast Inside
Actual Forecast Actual Forecast .
2020 2021 2019 2020 2021 7022  U.S. Review 2
1Q 20 3Q 4Q 1Q  2Q 3@ 4Q U.S. Outlook 3
Real Gross Domestic Product ! -5.0 -31.4 334 4.0 1.3 40 91 6.6 2.2 -3.5 4.6 4.8 Global Review 4

Personal Consumption -6.9 -33.2 41.0 4.0 -1.0 5.6 11.7 7.9 2.4 -3.8 5.2 5.7 Global Ol.lﬂOOk 5
Inflation Indicators 2 Point of View 6

PCE Deflator 1.7 0.6 1.2 1.2 1.4 2.3 1.9 2.0 1.5 1.2 1.9 1.8 .

Consumer Price Index 21 04 13 12 1.6 29 21 21 1.8 1.2 1.7 1s Topicof the Week 7
Industrial Production * -6.8 -42.6 42.5 6.4 48 47 53 55 0.9  -6.9 5.1 2o Market Data 8
Corporate Profits Before Taxes 2| -6.7 -19.3 3.5 2.5 15.0 30.0 5.0 3.0 0.3 -5.0 12.2 4.5
Trade Weighted Dollar Index 3 112.7 110.3 106.6 103.3 102.1 101.5 101.0 100.5 110.1 109.0 101.3 99.2
Unemployment Rate 3.8 13.1 8.8 6.8 6.6 6.4 6.0 5.7 3.7 8.1 6.2 5.0
Housing Starts * 1.48 1.08 1.43 1.56 1.40 1.42 1.47 1.48 1.29 1.39 1.44 1.49
Quarter-End Interest Rates °

Federal Funds Target Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 2.25 0.50 0.25 0.25

Conventional Mortgage Rate 3.45 3.16 2.89 2.69 2.95 3.10 3.15 3.25 3.94 3.12 3.11 3.43

10 Year Note 0.70 0.66 0.69 0.93 1.20 1.35 1.45 1.55 2.14 0.89 1.39 1.73

Forecast as of: January 13, 2021
' Compound Annual Growth Rate Quarter-over-Quarter > Federal Reserve Advanced Foreign Economies Index, 2006=100 - Quarter End
2 Year-over-Year Percentage Change “Millions of Units
SAnnual Numbers Represent Averages
Source: Bloomberg LP, Federal Reserve Board, IHS Markit, U.S. Department of Commerce, U.S. Department of Labor
and Wells Fargo Securities
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Consumers Pull Back as COVID Continues to Surge Total Retail Sales
Attention this week was primarily focused on the state of the 4440 Billions of Dollars, Seasonally Adjusted $600
consumer amid the latest COVID spike. Retail sales dropped —Total Sales: Dec @ $540.98

0.7% during December, the third consecutive monthly decline.  $550 - $550

Total retail sales are still up 2.9% over the year, but surging COVID
cases have led to diminished consumer sentiment and a pullback
in consumer spending. On a brighter note, the pace of vaccine  $450
distribution looks to be ramping up (more on this in the Topic of
the Week), and we expect consumer spending to improve as
vaccines become more widely distributed. $350

$500 r $500

L $450

$400 - $400

- $350
We also anticipate a stronger pace of consumption will eventually
lead to some modest inflationary pressures. But, inflation appears
to be fairly subdued at present. During December, the Consumer  ¢250
Price Index (CPI) climbed 0.4%, an increase driven largely by
rising food and gas prices. Core inflation rose at a more tepid
0.1% rate during the month, however. Inflation may temporarily $150 ., . a4 00O . $150
pick up in the spring as COVID cases slow and consumer spending 94 96 98 00 02 04 06 08 10 12 14 16 18 20

accelerates, but we do not foresee a sustained break-out higher.

$300 r $300

r $250

$200 r $200

Headline CPI vs. Core CPI

In other words, inflation is likely to remain below the average Year-over-Year Percent Change

inflation target which would prompt the Fed to tighten monetary 6% 6%
policy. The topic of a sooner-than-anticipated rate hikes or asset
purchase tapering has recently risen to the fore alongside vaccine
deployment, additional fiscal relief and overall brighter prospects 4% + + 4%
for economic growth. Several Fed officials pushed back on that
notion this week. Governor Brainard emphasized that “the Fed is
far from its goals” and Vice Chair Clarida said the FOMC would 5,
“not raise rates until inflation hit 2% for a year.” With regard to

bond tapering, Fed Chair Powell commented that “now is not the 1% + T 1%
time to talk about exit,” and that the Fed would “let the world

5% —+ + 5%

3%

+ 3%

+ + 2%

) 0% 0%
know” before that process begins. ’ ’
These sentiments are consistent with our view that the Fed will 1% T T 1%
keep the federal funds rate at the zero lower bqund for the ., | STV 1 5
foreseeable future. One of the reasons why the Fed is unlikely to —Core CPI: Dec @ 1.6%
shift gears anytime soon is that most recent wave of COVID  -3% " -3%

appears to be weighing heavily on a still-fragile labor market. 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

During the week ending January 9, initial jobless claims jumped Initial Jobless Claims

to 965K from 784K the week prior, bringing initial claims to the Seasonally Adjusted, In Thousands
highest level since August. 8,000 8,000
= Initial Claims: Jan-09 @ 965K |

The resurgence of COVID is also bearing down hard on small ., | 1 7000
businesses. Small business confidence fell 5.5 points to 95.9 in

December. Firms reported weakening outlooks for business 6,000 + + 6,000
conditions and sales. Business owners are also likely concerned

about tighter operating margins. While the share of small 5,000 + 5,000

businesses raising prices dipped slightly in December, plans to
raise prices rose one point. Producer prices do appear to be
firming somewhat. Reported separately, the Producer Price Index
(PPI) advanced 0.3% during December.

Meanwhile, the factory sector recovery continues. Industrial 2,000 | + 2,000
production increased 1.6% in December as manufacturing
production rose 0.9%. Part of what has driven the recovery in 1,000 + -+ 1,000
manufacturing has been the upturn in consumer goods spending. |I|II""“|“""""|m
Unfortunately, the slowdown in consumer spending is likely to o -mmmmmmmansd | | 0
lead to some moderation in manufacturing in the months ahead. Jan-20  Feb-20  Apr-20 Jun-20  Aug-20  Oct-20  Dec-20
Source: U.S. Department of Labor, U.S. Department of Commerce
and Wells Fargo Securities

4,000 + T 4,000

3,000 + + 3,000
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Housing Starts « Thursday

Housing starts are expected to rise slightly in December, climbing
0.4% to a 1.553-million unit pace. While December is usually a slow
month for housing starts, the weather this past December was milder
than usual, which apparently allowed construction to proceed at a
stronger pace than usual. Employment rose solidly in residential
building and at residential specialty trade contractors last month,
which would be consistent with at least a modest gain in housing
starts.

There are some wild cards in the forecast, however. Soaring lumber
prices, and shortages of many other key inputs, might cause some
builders to hold off on starting new projects. If we were to see an
upside surprise it would likely come from multifamily starts.
Apartment construction also tends to swing wildly from month to
month and has a tendency to spike at year end.

Previous: +1.2%, 1.547M Wells Fargo: +0.4%, 1.553M

Consensus: +0.9% (Month-over-Month), 1.562M (SAAR)

Philadelphia Fed Index vs. ISM Manufacturing PMI
Seasonally Adjusted, 3-Month Moving Average

40

30 +

-20 - 1 a0

30 135

40 1 Philadelphia Fed General Activity Index: Dec @ 18.1 (Left Axis) T30
—ISM Manufacturing PMI: Dec @ 59.2 (Right Axis)

-50 t t t t t t t t t t t t t t = 25

91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21

Existing Home Sales ¢ Friday

Sales of existing homes are expected to fall 1.6% in December to a
still exceptionally strong 6.58 million unit annual rate. Some leveling
off in existing home sales has been widely expected. Mortgage
applications for the purchase of a home leveled off some time ago
and pending sales, which reflect purchase contracts for existing
homes have fallen in recent months. Supply rather than demand
appears to be the problem. Inventories of new homes have dropped
to all-time lows as many homeowners remain reluctant to open up
their current home to potential buyers.

Our forecast calls for a slightly smaller than consensus drop. With
this year’s calendar and less holiday travel, we suspect more closings
than usual were completed in December, which should offset some
of the decline foretold by pending sales and mortgage applications
but also pull forward some closings from January.

Previous: -2.5%, 6.60M Wells Fargo: -1.6%, 6.58M

Consensus: -2.1% (Month-over-Month), 6.55M (SAAR)
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Single & Multifamily Housing Starts

SAAR, In Thousands, 3-Month Moving Average
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Philadelphia Fed Outlook ¢« Thursday

Given the light slate of economic reports in a holiday-shortened
week, the Federal Reserve Bank of Philadelphia’s Business Outlook
may carry a little more weight. The Philly Fed Survey is one of the
earliest economic reports we receive, capturing activity from the
second half of December and early part of January. Most other data
still reflect the late November/early December period. The Philly
Fed also closely reflects the trend in the ISM Manufacturing Survey,
although more so over time than on a month-to-month basis.

The consensus is looking for nearly a three-point increase in
January, from December’s downwardly revised level. After
rebounding to 24.6 in October, the Philly Fed index has fallen for the
past two months. The key components to watch are new orders,
employment and the prices paid and prices received sub-indices. Oil
prices rebounded during the period, which is a key input for the
region’s large chemical industry.

Previous: 9.1

Consensus: 12.0

Home Sales May Be Set To Cool

Existing Sales vs. Weekly Mortgage Purchase Applications
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Global Review
Brazil Inflation Still on the Rise

Brazil’s inflation continued to rise in December, pushing the real
interest rate deeper into negative territory. The December IPCA
inflation rose 4.5% year-over-year, surprising to the upside, while
underlying inflation also accelerated over the month. The
underlying details indicated that food and beverage prices rose
14.1%, while household goods and housing also saw a rise in prices,
increasing 6% and 5.25%, respectively. Brazil’s inflation has
steadily increased since May amid lower interest rates, elevated
fiscal spending and a weaker exchange rate. Although the central
bank has begun to unwind the aggressive fiscal stimulus, we expect
inflation to continue to rise. That said, without direct checks and
other types of fiscal support, we look for subdued consumer
spending in the first half of the year. As a result, we have revised
our 2021 growth forecast lower, now looking for 3.9% year-over-
year increase.

Norwegian Monthly GDP Points to Brighter Q4

Norway’s economic output fell less than expected in November,
with mainland GDP declining 0.9% month-over-month. Tighter
COVID restrictions contributed to some of the fall in activity.
Among other social distancing measures, restaurants, bars and
cafes were banned from serving alcohol, shopping centers limited
the number of customers allowed inside and people were advised
to stay at home. The decline was most notable in the services
industry, which fell by 0.7% over the month. The largest decline
was seen in accommodation & food service activities, while arts,
entertainment and other service activities also saw a decline.
Meanwhile, household consumption fell by 1.4% as a result of
stricter containment measures. Overall, the smaller-than-expected
drop in November GDP suggest risks to our Q4 Norwegian growth
forecast are tilted toward the upside.

Also this week, we got the latest look at Norwegian inflation with
the December CPI release. Headline inflation jumped 1.4% year-
over-year due in part by higher electricity prices, while underlying
CPI edged up 3.0%, just below consensus estimates of 3.1%.

Central Bank of Peru Maintains Expansionary Stance

At its monetary policy meeting this week, the Central Reserve Bank
of Peru (BCRP) opted to continue its expansionary policy stance,
holding its reference rate at 0.25%, as widely expected, and will
continue to implement liquidity injection operations. In the
accompanying statement, policymakers noted that inflation in
2021 is expected to hover around the lower limit of the central
bank’s target range, while leading indicators for December
continued to improve more than expected, although activity
remains below the levels seen in late 2019. The BCRP reiterated
that it would continue to maintain a strong expansionary monetary
stance for as long as needed to combat the negative effects of the
pandemic on inflation. The central bank also indicated that it is
prepared to increase stimulus using a range of measures.

16%

Brazilian Inflation and Interest Rates
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CPI, Year-over-Year Percent Change: Dec @ 4.52%
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China GDP « Monday
hi ti to lead the global i ill likel .
China con inues to ead the globa economic recovery and will likely China Real GDP Growth
be the only major economy to post positive growth for the full-year Year-over-Year Percent Change
2020. However, leading growth indicators, such as PMI surveys, 24% 24%
have begun to moderate slightly. In December, the manufacturing
PMI edged lower to 51.9, more than expected, while the 20% 7 T 20%
non-manufacturing PMI fell to 55.7 as new orders continued to slide. 6% | L 16w
Meanwhile, COVID still presents a risk to the economy as another
wave of infections spread into the Hebei province near Beijing, 12% T 12%
leading to stricter pandemic control measures. In the case that these
outbreaks take a turn for the worse, we could see local economic 8% T T 8%
activity slowing more than we currently anticipate. That said, we
currently look for a 5.8% year-over-year gain in GDP in the fourth 4% 1 T A%
quarter, and look for a 9.4% increase for full-year 2021. 0% 0%
-4% + Fest. 1 404
Previous: 4.9% Wells Fargo: 5.8% | —China Real GDP Growth: Q3 @ 4.9% |
-8% ; ; ; ; ; ; ; ; ; ; —L -8%
Consensus: 6.2% (Yeal‘-ovel‘-Year) 00 02 04 06 10 12 14 16 18 20 22

08
Australia Employment « Wednesday
Australia Labor Force Employment Aust}"alia’s labor mar_ket surprised markets again as thg economy
Net Monthly Change, 6-MMA continued to recover in November. Overall employment jumped by
100 ’ 100 90,000, with the unemployment rate falling to 6.8%. One of the key

60 | 1 a0 drivers of the strong recovery was Victoria’s job growth.
Employment in Victoria increased 74,000, after an 82,000 increase
60 1 1 60 the previous month. The underlying details of the national report
were also solid as full time and part time employment added 84,200
40 T T40 and 5,800, respectively, while hours worked increased by 2.5%. Next
20 + /J\I‘\ M A ,\/\'\ /\N\A 120 week’s' re'lease: of the December labor market report will p.rovide the
N " '«\MV/\/\ ‘ ‘/\ VNV o\ 9 v T . latest insight into how th.e ’Australlan economy is recovgrlng.'ln the
=y \rv\‘/ v "V" “ Reserve Bank of Australia’s most recent monetary policy minutes,
20 - 1 50 the central bank indicated that there has continued to be a significant
amount of spare capacity in the labor market and the economy more
40 T T 40 generally. That said, we will be examining the underlying details for

60 | 1 60 any further indication of spare capacity.

.80 | —Full-Time: Nov @ 31.9K 1 80
Part-Time: Nov @ 90.5K Previous: 90,000
oo 10 12 14 16 18 20 100 Consensus: 50,000 (Monthly Change)

BoJ Policy Decision ¢« Thursday

At its December monetary policy meeting, the Bank of Japan (BoJ) Japan COVID New Cases and Fatalities

held its policy balance rate and 10-year JGB yield target at 7-Day Moving Average
-0.10% and 0%, respectively. However, the central bank did opt to 7,000 70

. . . . 1. New Cases: Jan-14 @ 6,236 (Left Axis)
extend the duration of its emergency financial support, and indicated —New Deaths: Jan-14 @ 64 (Right Axis)
depending on the impact of COVID, that it could extend the program 6,000 + i 60
further if necessary. Over the past several months, new COVID cases
have increased significantly across Japan. As a result, the Japanese 5,000 + H 50
government is set to expand the area under the COVID state of
emergency beyond the Tokyo area. 4,000 + 40
Despite the recent uptick in infections across the country, we
continue to expect the BoJ to maintain its policy interest rate at 3,000 T 30
-0.10% at its meeting next week, as well as over the course of 2021
and into 2022. We also look for the target for 10-year government 2,000 T 20
bond yields to remain at zero percent.

1,000 T ! 10

Previous: -0.10% Wells Fargo: -0.10%
Consensus: -0.10% (Policy Balance Rate) |8|ar—20 1un-20 SQP‘_ZO Dec-20 0

Source: Bloomberg LP and Wells Fargo Securities
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Interest Rate Watch
Negative Rates in the U.K.?

The number of new COVID cases in the
United Kingdom has spiked in recent weeks,
prompting the government to impose new
restrictions across the country. As we noted
in our most recent Monthly Economic
Outlook, we project that these restrictions
will cause the U.K. economy to contract in
both Q4-2020 and Q1-2021. Consequently,
market participants have been trying to
determine how the Monetary Policy
Committee (MPC) of the Bank of England

(BoE) may respond to the renewed
downturn in the economy.
The MPC initially responded to the

pandemic by slashing its main policy rate to
only 0.10% in March (middle chart) and
increasing the size of its asset purchase
program by £200 billion. The committee
subsequently increased its asset purchase
target an additional £250 billion, raising it
£100 billion in June and £150 billion in
November (bottom chart).

Since COVID cases have spiked, there has
been increasing speculation that the MPC
may take its Bank Rate into negative
territory. If it did so, the BoE would join the
European Central Bank as well as central
banks in Japan and Switzerland that have
negative settings on their main policy rates.
These expectations may have been
heightened earlier this week when MPC
member Silvana Tenreyro gave a speech
that was sympathetic to the benefits of
negative rates. However, BoE Governor
Andrew Bailey subsequently said that there
are “lots of issues” with taking the Bank Rate
into negative territory. In short, the MPC
does not seem to have a unified view at
present about the desirability of going
negative, and analytical work on the issue
continues at the BoE.

In our view, the MPC likely will not opt to
take its Bank Rate into negative territory in
the foreseeable future. If the committee
judges that more monetary accommodation
is needed, it would first opt for another
increase in its asset purchase program, in
our view. That said, negative rates clearly
have some advocates on the MPC, and we
acknowledge that policymakers could
eventually go negative if the U.K. economic
outlook were to deteriorate even further.

U.K. COVID New Cases an
7-Day MA
70,000

d Deaths

New Cases: Jan-14 @ 53,101 (Left Axis)
—New Deaths: Jan-14 @ 1,076 (Right Axis)

60,000 +

50,000 +

40,000 +

30,000 +

20,000 +

10,000

May-20 Jul-20 Sep-20

Bank of England Bank

Mar-20

Nov-20

Rate

Jan-21

1,400

T 1,200

r 1,000

T 600

400

+ 200

6%

‘ —BoE Bank Rate: Dec @ 0.10%

5% +

4% -

3% T

2% +

1% +

0%

T 5%

1 4%

T 3%

T 2%

02 04 06 08 10 12

Bank of England Asset Purchases
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Credit Market Insights

What Happens When Mortgage
Forbearance Ends?

Moratoriums enacted under the CARES Act
are set to expire at the end of January or
February, depending on the lender.
Although labor market conditions have
deteriorated, we doubt that we will see a
surge in foreclosures that will weigh heavily
on the housing market when forbearance
programs end. According to the Mortgage
Bankers Association (MBA), the share of
mortgage loans in forbearance subsided to
5.5% in the first week of 2021—a significant
improvement from the 8.6% peak hit in
early June. MBA has reported that many
borrowers exiting forbearance either
continued to make their payments or
modified their mortgage terms.

Borrowers who remain in forbearance are
more likely to be in distress, with fewer
making any payments and exiting
forbearance in recent weeks. As the
pandemic continues to rage, the pace of
improvement will likely moderate further.
In view of the upcoming deadline, several
lenders are offering options that will allow
borrowers to tack missing payments onto
the end of their loan term, rather than facing
a balloon payment when the moratoriums
end. The situation could change, as the
incoming administration may find ways to
extend homeowner relief programs. The
timing and magnitude of such policy is too
uncertain to call at the moment, however.

T 1%

For more information on our outlook for

housing this year, please see “Five Questions
for Housing in 2021.”

Source: Bloomberg LP and Wells Fargo Securities

Credit Market Data

Week 4 Weeks Year
Mortgage Rates Current Ago Ago Ago
30-Yr Fixed 2.79% 2.65% 2.66% 3.65%
15-Yr Fixed 2.23% 2.16% 2.19% 3.09%
5/1 ARM 3.12% 2.75% 2.79% 3.39%
; Current Assets 1-Week 4-Week Year-Ago
Bank Lending (Billions) Change (SAAR) Change (SAAR) Change
Commercial & Industrial $2,607.0 -3.55% -14.41% 10.91%
Revolving Home Equity $283.3 -18.30% -14.98% -11.94%
Residential Mortgages $1,963.4 4.89% 6.51% -0.46%
Commerical Real Estate $2,421.1 0.14% 2.88% 3.88%
Consumer $1,522.2 -10.78% -0.96% -4.35%

Mortgage Rates Data as of 01/15/21, Bank Lending Data as of 12/30/20

Source: Freddie Mac, Federal Reserve Board and Wells Fargo Securities
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Topic of the Week
How to Vaccinate the World

Vaccine Doses Administered per 100 People
Roughly 35 million vaccine doses have been administered

across at least 49 countries, since the world embarked on 30 —Tsrael: Jan-14 @ 25.0 25
its largest vaccine campaign to date, according to official U.A.E.: Jan-14 @ 15.5

data compiled by Our World in Data. Israel has been 55 || — -Bahrain: Jan-14 @ 6.4
quickest out of the gate, vaccinating roughly 25% of its SE:E:S :L’;?gg”};f&g ?:'9
population, including over 70% of Israelis over 60 years Italy: Jan-14 @ 1.6

old, with the first dose in less than a month. In Europe, 20 T Spain: Jan-14 @ 1.5

the U.K. has administered over 3 million doses equating :E;:‘;:f‘g; 3,?{:15 %@51'0

to almost 5% of its population, while countries on the : :
continent have been a bit slower in their vaccine approval
and rollout (top chart).

15 +

In the United States, over 11 million doses have been 10
administered, according to the CDC, leaving the country
first in absolute number and fifth on a per capita basis.
While this is impressive given that we first learned of the
virus a little over a year ago, the economic and health
consequences of the winter COVID surge have made clear 0 === ; — 0

that a rapid vaccine rollout cannot come soon enough. At ~ Dec-20 Dec-25 Dec-30 Jan-04 Jan-09 Jan-14
the current pace of vaccination, it would take more than . . .

) . . U.S. Daily COVID Vaccinations
seven months to vaccinate 50% of the population. ; - )

o Daily Doses Administered, 7-Day Moving Average

Moreover, the doses that have been administered only 800k 800K
constitute a fraction of the 31 million of the doses that ® United States: Jan-14 @ 747.1K
have been distributed according to the CDC. While some 700Kk + - 700K
of these doses are likely in transit or being reserved for
individuals’ second shot, the variation in doses used 600K + I 600K
among states suggests that the patchwork of public health
policies that has defined the response to the pandemic  soo0k + - 500K
thus far has carried over to the vaccine rollout.

Fortunately, the pace of vaccinations is clearly 400K T [ 400K

accelerating, as the eligibility criteria loosens and states
ramp up mass-vaccination sites (bottom chart). With the
promise of more vaccines in the pipeline and ample
appetite for additional spending on vaccine rollout, we
remain optimistic that the United States and countries
around the world will be able to overcome the logistical
hurdles of this historic undertaking.

300K + r 300K

200K + + 200K

100K + r 100K

0K -+ - 0K
Dec-20 Dec-25 Dec-30 Jan-04 Jan-09 Jan-14
Source: Our World in Data, Centers for Disease Control and Prevention and
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Market Data ¢ Mid-Day Friday

U.S. Interest Rates

Foreign Interest Rates

Friday 1 Week 1 Year Friday 1 Week 1 Year

1/15/2021 Ago Ago 1/15/2021 Ago Ago

1-Month LIBOR 0.13 0.13 1.68 3-Month Euro LIBOR -0.55 -0.57 -0.42
3-Month LIBOR 0.24 0.23 1.83 3-Month Sterling LIBOR 0.03 0.03 0.75
3-Month T-Bill 0.08 0.07 1.56 3-Month Canada Banker's Acceptance 0.45 0.46 2.06
1-Year Treasury 0.07 0.08 1.61 3-Month Yen LIBOR -0.08 -0.08 -0.05
2-Year Treasury 0.14 0.13 1.55 2-Year German -0.72 -0.70 -0.59
5-Year Treasury 0.46 0.48 1.60 2-Year U.K. -0.14 -0.13 0.47
10-Year Treasury 1.09 1.12 1.78 2-Year Canadian 0.16 0.19 1.64
30-Year Treasury 1.84 1.87 2.24 2-Year Japanese -0.11 -0.12 -0.12
Bond Buyer Index 2.21 2.17 2.63 10-Year German -0.55 -0.52 -0.20
10-Year U.K. 0.28 0.29 0.65

10-Year Canadian 082 081  1.53
Friday 1 Week 1 Year 10-Year Japanese 0.04 0.04 0.01

1/15/2021 Ago Ago

Euro (3/€) 1209 1222 1115
British Pound ($/£) 1.358 1.357 1.304 Friday 1 Week 1 Year
British Pound (£/€) 0.890 0.901 0.855 1/15/2021 Ago Ago
Japanese Yen (¥/$) 103.780 103.940 109.900 WTI Crude ($/Barrel) 52.39 52.24 57.81
Canadian Dollar (C$/$) 1.276 1.270 1.304 Brent Crude ($/Barrel) 55.11 55.99 64.00
Swiss Franc (CHF/$) 0.890 0.886 0.964 Gold ($/Ounce) 1833.01 1849.01 1556.25
Australian Dollar (US$/A$) 0.768 0.776 0.690 Hot-Rolled Steel ($/S.Ton) 1062.00 1070.00 582.00
Mexican Peso (MXN/$) 19.872 20.015 18.792 Copper (¢/Pound) 360.30 367.35 286.60
Chinese Yuan (CNY/$) 6.481 6.475 6.891 Soybeans ($/Bushel) 14.33 13.77 9.32
Indian Rupee (INR/$) 73.066 73.245 70.821 Natural Gas ($/MMBTU) 2.77 2.70 2.12

Brazilian Real (BRL/$) 5.285 5.421 4.183 Nickel ($/Metric Ton) 18,244 18,057 13,781
U.S. Dollar Index 90.704 90.098 97.229 CRB Spot Inds. 530.19 517.47 466.71

Source: Bloomberg LP and Wells Fargo Securities
Next Week’s Economic Calendar
Monday Tuesday Wednesday Thursday Friday
18 19 20 21 22

Martin Luther King Day

NAHB Housing Market Index
December 86

Housing Starts (SAAR)
November 1,547K

Existing Home Sales (SAAR)
November 6.69M

g [U.S. Bond Markets Closed] January 86 (C) December 1,553K (W) December 6.58M (W)
4
=]
China Australia Japan
% GDP (YoY) Employment Change Bank of Japan Rate Decision
E Previous 4.9% Previous 90,000 Previous-0.10%
% Canada Eurozone
[} Bank of Canada Rate Decision ECB Rate Decision

Previous 0.25%

Previous -0.50% (Deposit Rate)

Note: (W) = Wells Fargo Estimate (C) = Consensus Estimate

Source: Bloomberg LP and Wells Fargo Securities




Wells Fargo Securities Economics Group

Mark Vitner

Sam Bullard

Nick Bennenbroek
Tim Quinlan
Azhar Igbal

Sarah House
Charlie Dougherty
Michael Pugliese
Brendan McKenna
Shannon Seery
Jen Licis

Hop Mathews
Nicole Cervi

Sara Cotsakis

Coren Burton

Jay H. Bryson, Ph.D.

Chief Economist

Senior Economist
Senior Economist
International Economist
Senior Economist
Econometrician

Senior Economist
Economist

Economist

International Economist
Economist

Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst

Administrative Assistant

(704) 410-3274
(704) 410-3277
(704) 410-3280
(212) 214-5636
(704) 410-3283
(212) 214-2029
(704) 410-3282
(704) 410-6542
(212) 214-5058
(212) 214-5637
(704) 410-1681
(704) 410-1309
(704) 383-5312
(704) 410-3059
(704) 410-1437
(704) 410-6010

jay.bryson@wellsfargo.com
mark.vitner@wellsfargo.com
sam.bullard @wellsfargo.com
nicholas.bennenbroek@wellsfargo.com
tim.quinlan@wellsfargo.com
azhar.igbal@wellsfargo.com
sarah.house@wellsfargo.com
charles.dougherty@wellsfargo.com
michael.d.pugliese@wellsfargo.com
brendan.mckenna@wellsfargo.com
shannon.seery@wellsfargo.com
jennifer.licis@wellsfargo.com
hop.mathews@wellsfargo.com
nicole.cervi@wellsfargo.com
sara.cotsakis@wellsfargo.com

coren.burton@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2021 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



