
The typical uneventful post-Thanksgiving Friday trading session was anything but that. Black
Friday market discounts are now in effect as the stock market, cryptos, and many commodities fell
sharply. Black Friday investors fear a repeat of the lockdowns, and economic weakness may be
upon us again. Crude oil is among the biggest loser, down over 12% and below $70 a barrel. Bond
yields fell sharply as the bond markets are pricing in slower economic growth and more dovish
policy.

The graphs below, a sneak peek of our soon-to-be-released new version of RIAPro, show the day's
biggest gainers and losers. Moderna and Pfizer lead the winners. The ten worst stocks are
primarily airlines and cruise ship companies.
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Not surprisingly, market futures are pointing higher this morning. The question will be whether they
are sustainable.
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What To Watch Today

Economy

10:00 a.m. ET: Pending home sales, month-over-month, October (0.8% expected, -2.3% in
September)
10:30 a.m. ET: Dallas Federal Reserve Manufacturing Activity Index, November (17.0
expected, 14.6 in October)

Earnings

No notable reports scheduled for release

Reflex Rally After "Black Friday" Plunge
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As news of a new ?Covid? variant broke, stocks marked ?Black Friday? by plunging firmly through
the 20-dma and support at recent lows. Notably, that downside break broke the consolidation
pattern (blue box in the chart below) that began in early November. While there is some minor
support around 4550, critical support lies at the 50-dma at 4527. That support level also
corresponds to the September peak.

With mutual fund distributions running through the first two weeks of December, there is additional
downside pressure on stocks near term. However, our ?money flow sell? signal is firmly intact
and confirmed by the MACD signal. Such suggests we continue to maintain slightly higher
levels of cash.

Notably, the market is getting oversold near-term, with the money-flow signal depressed.
Such suggests that any further weakness will provide a short-term trading opportunity. As
discussed last week, the statistical odds are high that we will see a ?Santa Rally? as most
professional managers will position for year-end reporting.

We expect a short-term bounce, but there is more risk of selling over the next few days.

Green in a Sea of Red on Black Friday

The Finviz heat map below shows that many stocks are down 2-3% on the day, but a few stocks
are bucking the trend. In most cases, the green on the map is in businesses that benefit from the
lockdowns. In addition to the obvious winners in the healthcare industry are Verizon, NetFlix, and
Clorox. Moderna and Pfizer are up significantly. The restaurant and travel business are faring the
worst. Notice losses are approaching 10% for Marriot, Las Vegas Sands, and Booking.com in the
upper right corner.
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B.1.1.529 Variant is Roiling Markets

Stocks are declining worldwide due to a new variant of covid detected in South Africa. Per CNBC:

"South African scientist Tulio de Oliveira said in a media briefing held by the South
Africa Department of Health on Thursday that the variant contains a ?unique
constellation? of more than 30 mutations to the spike protein, the component of the
virus that binds to cells. This is significantly more than those of the delta variant.

Many of these mutations are linked to increased antibody resistance, which may affect
how the virus behaves with regard to vaccines, treatments and transmissibility, health
officials have said."

The bond market is assuming the new strain will force the Fed into a more dovish policy stance. 2-
year yields are down 12 bps this morning, essentially taking out half of a 25bps Fed rate hike over
the next two years.

Many traders are out for the holiday, so liquidity will be poor and trading may likely be volatile.

Black Friday Disappointment

The good news: Black Friday retail traffic was up 47.5% over last year. The bad news: It
was still 28.3% lower vs. 2019 levels, according to CNBC, citing preliminary data from
Sensormatic Solutions.

The peak time for Black Friday shopping in stores was 1 p.m. to 3 p.m., similar to trends
in past years, Sensormatic said. Black Friday is still predicted to be the busiest in-store
shopping day of the season, according to Sensormatic.

On Thanksgiving day, visits to brick-and-mortar stores cratered 90.4% from 2019
levels, Sensormatic found. Retailers including Target, Walmart and Best Buy opted to
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keep their doors closed to customers on the holiday. Target has said it will be a
permanent shift. -CNBC

Online spending fell from 2020 levels, meanwhile, with e-retailers ringing up $8.9
billion in Black Friday sales - down from $9 billion last year, according to Adobe
Analytics, which noted that this is the first year that growth reversed from the prior year
as long as records have been kept. The company analyzes over 100 million items in 18
product categories spanning 1 trillion visits to US retail sites.

Thanksgiving day online sales were flat from one year ago at $5.1billion, according to
Adobe.

The numbers provide even greater evidence that the holiday season got stretched
out as more Americans began their shopping as early as October. Retailers have
been spreading out their promotional offers, too. According to a survey from the
National Retail Federation, the retail industry?s leading trade group, 61% of consumers
had already started purchasing holiday gifts before Thanksgiving. -CNBC
Courtesy of Zerohedge

The Dollar is on Fire

Other than Friday, the dollar has been strong. The impetus behind the dollar continues to be
economic data that the market believes will push the Fed to become more hawkish. Many
corporate and sovereign borrowers that borrow in dollars for use in their home country get exposed
to currency risk. Essentially, a stronger dollar increases their net borrowing costs as they have to
convert to dollars at a higher rate to pay interest and principal. As such, a strong dollar tightens
liquidity for the rest of the world and will inhibit global economic growth if the dollar continues
upwards. The graph below shows the dollar index is up over 7% year to date.
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Defining "Prolonged" and "Substantially Exceeds"

The Fed recently informally updated its price stability policy. Under the new inflation averaging
regime, they will allow inflation to run higher than 2% for short periods to compensate for periods
when it was below average. The graph below shows the three-year average inflation rate is now
2.7%. Further, the annual inflation rate is 6.2%. Fed members are increasingly getting nervous that
inflation is running hot for a prolonged period and the current rate substantially exceeds the Fed's
target on both a short-term and longer-term averaging basis. We expect to see various Fed
members discussing their thoughts on how to adjust monetary policy to manage inflation better.
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Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.
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