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Santa Claus came early this year
Key takeaways

Last Week’s S&P 500 Index: +1.7%

• The major U.S. equity indices have posted nice year-to-date returns
after a big move higher in November.
• The S&P 500 Index is near what we would consider to be fair value for
this point in time, but we look for additional gains in 2021.

For the past week or so, investors have started to hear a topic discussed every year about this time, no matter what
stock market performance has been over the prior 11 months. Whether the market has been naughty or nice really
doesn’t make any difference. Every year stock investors ponder the question of whether there will be a “Santa
Claus rally” to finish out the year.
Technically, the “official” time frame for a Santa Claus rally is the week of trading between Christmas and New
Year’s Day. But hey, this strategist likes the entire holiday season starting with Thanksgiving, so the Santa rally
time frame is a bit more extended. It’s nice to throw a market party for the entire month of December, if possible.
And it has certainly happened often in the past. December, historically, is one of the strongest months for stock
market performance, looking back over the past 65 years. Indeed, the three-month period from November 1
through the end of January has tended to be very good for equities.
But we also like to look at the fundamentals and valuations before getting all wound up with holiday cheer. OK,
that may sound a bit like Ebenezer Scrooge, but sometimes all that cheer needs a shot of reality along with the
eggnog. And this might be one of those times. We have been recommending taking advantage of pullbacks and
dollar cost averaging into stocks for some time, but it might be time to take note of what the market has done.
Do we look for higher stock prices in the coming 13 months? Yes, we do. If the S&P 500 ends near current levels,
next year we could see a total return (index appreciation plus dividends) in the 5% to 10% range based on our
current work. So even after a nice run higher in this volatile year, we continue to see upside through year-end 2021.
The S&P 500 just posted its best November performance since 1928 (+10.8%) and is up just over 14% on a yearto-date basis. November performance was an impressive feat over a four-week time frame and one that should
make investors very happy.
It is now time to enjoy the remainder of the holiday season and be thankful for family and friends. Santa Claus
came early this year.
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Risks Considerations
Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market conditions, the
prospects of individual companies, and industry sectors.
Forecasts are based on certain assumptions and on views of market and economic conditions which are subject to change.
General Disclosures
Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells Fargo Bank,
N.A., a bank affiliate of Wells Fargo & Company.
The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information purposes only
and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any
change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent with, and reach different
conclusions from, this report.
The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor. This report
is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold or sell
securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant
information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has been prepared from
sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.
Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial
services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain
protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications made with Wells Fargo
Advisors.
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-dealers and
non-bank affiliates of Wells Fargo & Company. CAR 1220-01253
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