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Getting from here to there
Key takeaways

Last Week’s S&P 500 Index: +1.3%

• Congress has passed legislation providing additional stimulus
targeted largely toward consumer spending and small businesses.
• We believe this stimulus should provide a temporary patch that will
allow the economy to grow modestly until the vaccines are more
widely distributed.

Congress has been arguing over the terms of an additional stimulus plan for months. Now, finally, as legislators
were on the verge of heading home for the remainder of the holiday season, it appears few wanted to face their
constituents without results. The new stimulus deal is a $900 billion package that is largely consumer-oriented and
includes direct income payments, an extension of the small business Paycheck Protection Program (PPP),
transportation segment support, as well as funds for vaccine development, distribution, virus testing, and tracing.
The final ingredients have been the foundation of most of the proposed legislation that the media has been
reporting in recent months.
Remember that the consumer is responsible for nearly 70% of economic activity in the United States and that
millions remain unemployed as a result of the pandemic. While the unemployment rate has dropped from nearly
15% to under 7% over the last six months, many out-of-work consumers are still in financial dire straits when it
comes to rent, utility bills, mortgage payments, and other basic monthly expenses. For example, recent data
suggest that approximately 6 million workers in the restaurant, bar, and retail segments of the economy are
currently without jobs and the recent moves in a number of states to implement additional lockdowns have fueled
further uncertainty in these industries. In our opinion, this additional stimulus was necessary to help consumers
get through the current rough patch and boost spending until the COVID-19 vaccines are more widely distributed
and more people are vaccinated. This is likely to take some time, but a number of estimates suggest mid-year 2021
as the time frame.
The stock market has anticipated good news in terms of additional stimulus as well as vaccines and their
availability for some time as most of the major indexes are trading just off their all-time record highs. In sync with
these expectations, the market has taken on more of a risk profile as equities ran hard in November with small caps
and lesser quality stocks outperforming the larger cap growth issues that investors had been gravitating toward. It
is typical in the early stages of a new cycle for investors to accept a higher degree of risk and become less attached
to the largest stocks that are perceived to offer more safety and possess higher quality attributes like stronger
balance sheets with less leverage.
The market’s faith in a more positive 2021 has been partially based on expectations that Washington was going to
provide more stimulus that would be targeted toward consumer spending and small business. We believe the new
package should help carry the economy and consumers from the current state of modest growth to a point where
widespread vaccine distribution will help move day-to-day life toward some semblance of normality.
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Risk 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. Small-cap stocks are generally more volatile, subject to greater risks and are less liquid than large company stocks.
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
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