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JANUARY PAYROLLS RISE

The U.S. economy gained 49,000 jobs in January as the
labor market continued to reflect the impact of the pandemic.
The unemployment rate dropped to 6.3% as the workforce
declined. The shape and character of the workforce is chang-
ing. In January, 23.2% of employed persons teleworked
because of the pandemic, up from 21.8% in November.
The Labor Department reported that 793,000 people filed
initial unemployment claims for the week ending February
6, and that continuing claims fell to 4.54 million from 4.69
million. The data indicates that the employment environ-
ment, while improving, is still under stress. We expect
the unemployment rate to remain high -- and the Federal
Reserve to keep interest rates low -- into 2022.

ARGUS 1Q GDP FORECAST

The primary driver of GDP over the next few quarters is
likely to be public health, as the nation continues to battle
the pandemic. The employment environment is in better
shape than it was nine months ago, though still far from
strong. Consumer confidence is improving, and we expect
that rising confidence will lead to continued growth in con-
sumer spending. Auto sales haverecovered, and the housing
marketremains strong. Businesses are again expanding. Our
GDP model calls for a 1.2% increase in absolute GDP in
1Q21 from 4Q20, which translates to an annualized gain
of 5.0%. We expect further absolute improvement over
the remainder of the year. On an annual basis, we look for
overall GDP growth of approximately 3.2% in 2021 and
2.6% in 2022.
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ECONOMIC HIGHLIGHTS (coninue)

CANADIAN ECONOMY POISED FOR REBOUND

The Canadian economy is estimated to have contracted 5.4%
in 2020, a bit worse than the 3.8% drop for G20 economies
overall, according to the OECD. Canada’s outsized exposure
to the Financial Services and Energy sectors, relative to other
countries, was partly to blame, as low interest rates and oil
prices took their toll. The economic lag was also evident in
Canadian share prices, with Canada’s TSX60risingjust2.8%
in 2020 compared to a 16% gain for the S&P 500. Butin a
reversal of fortunes, oil prices and interest rates have risen
thus far in 2021, and the TSX60 is off to a good start. The
OECD now expects Canadian GDP to rebound by 3.5% in
2021, although the travel and hospitality segments are likely
to remain a drag. Meanwhile, the Canadian housing market
has remained a source of strength, aided by low interest rates
and shelter-at-home policies that have boosted demand and
home prices. We believe that select companies in Canada
offer compelling investment opportunities.

HOME PRICES SHOOT HIGHER

The housing market -- amajor pillar of U.S. economic growth
pre-COVID-19 -- is rebounding after an initial slump related
to the onset of the pandemic. Existing home sales, which were
down 32% in May 2020 from January 2020, have been rising
consistently since late spring. As of December 2020, they
were 73% above their May lows, ata 6.76 million annualized
rate. Building permits, a leading indicator for the industry,
initially peaked in January at 1.55 million units and rose
above that level, to 1.7 million units, in December. Prices
have held up as well. The S&P/Case-Shiller National Home
Price Index is one of the most closely watched barometers
of the housing market. Data for November 2020 showed
that prices were up 9.5% year-over-year, up from 8.4% in
October. Meanwhile, inventory levels are tight: currently
there is a low 4.3-month supply of existing homes for sale
(the average range is 4.5-7.5 months), according to the U.S.
Census Bureau. On the other side of the pandemic, we expect
that demand for homes -- with yards between neighbors and
plenty of space -- will remain strong.
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FINANCIAL MARKET HIGHLIGHTS

FEBRUARY CAN BE A TOUGH MONTH

We have studied monthly, quarterly and annual returns in
the stock market since 1980. February is not one of the best
months. On average, stocks rise only 0.1% in the month.
Only the months of August and September have generated
weaker average returns. There have been some strong Feb-
ruarys, including 7% gains in 1986, 1991 and 1998, as well
as a 5.5% surge in 2015. But there have been some bombs
as well: a 6% drop in 1982, a 9% plunge in 2001 during the
“dot-com” bust, and an 11% collapse near the bottom of the
GreatRecession and bear marketin 2009. February 2020 was
also a clunker, as the coronavirus began to spread around the
world and the economy tumbled into a recession. This time
around, investors are still concerned about COVID-19 and
the economy, not to mention stock market valuations and
irregular trading activity. Below the headlines, the funda-
mentals for stocks remain strong: the domestic economy is
again growing, interest rates are low, and corporate earnings
are poised to rebound. We think that selloffs could represent
buying opportunities.

GOLD LEVELS OFF

When stocks become volatile, and global economic con-
ditions unpredictable, investors often flock to gold. In the
wake of the coronavirus, the spot price for an ounce of gold
broke through the $2,000 level. The fundamental factors
that drove that uptrend (in addition to the virus) include
the global economic recession, increased volatility in U.S.
stocks, uncommon negative interest rates in countries
ranging from Germany to Japan, and prospects for another
trillion-dollar-plus federal spending plan to help the U.S.
weather the COVID-19 crisis. From a technical standpoint,
gold recently broke out of a three-year trading range and
remains in a bullish pattern of higher highs and higher lows
that dates back to December 2016. Our forecast trading
range for gold in 2021 is $2,000-$1,700, and our average
for the year is $1,800. This compares to average gold prices
of $1781 in 2020, $1400 in 2019, $1265 in 2018, $1277 in
2017, $1258 in 2016 and $1155 in 2015. As long as global
economic uncertainty and virus fears are part of the market
conversation, gold is likely to remain in demand.

AVERAGE MONTHLY STOCK-MARKET APPRECIATION
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ECONOMIC CALENDAR

Previous Week's Releases

Previous Argus Street
DE(] Release Month Report Estimate Estimate Actual
17-Feb Retail Sales January -0.7% 0.1% 0.8% NA
Retail Sales; ex-autos January -1.4% 0.2% 0.8% NA
Business Inventories December 0.5% 0.5% 0.5% NA
Industrial Production January 1.6% 1.0% 0.4% NA
Capacity Utilization January 74.5% 74.7% 74.9% NA
PPI Final Demand January 0.3% 0.3% 0.4% NA
PPl ex-Food & Energy January 0.1% 0.1% 0.2% NA
18-Feb Import Price Index January 0.9% 1.0% 1.0% NA
Housing Starts January 1669 K 1650 K 1650 K NA
19-Feb Existing Home Sales January $6.76 Mil. $6.60 Mil. $6.56 Mil. NA

Next Week's Releases

Previous Argus Street
Release Month Report Estimate Estimate Actual
1-Mar ISM Manufacturing February 58.7 NA NA NA
Construction Spending January 1.0% NA NA NA
3-Mar ISM Non-Manufacturing February 58.7 NA NA NA
4-Mar Factory Orders January 1.1% NA NA NA
Non-farm Productivity 4Q -4.8% NA NA NA
Unit Labor Costs 4Q 6.8% NA NA NA
5-Mar Trade Balance January $-66.6 Bil. NA NA NA
Non-farm Payrolls February 49000 NA NA NA
Average Weekly Hours February 35.0 NA NA NA
Average Hourly Earnings February 0.2% NA NA NA
Unemployment Rate February 6.3% NA NA NA

This information is not meant as a guide to investing, or as a source of specific investment recommendations, and Montecito Bank & Trust make no implied
or express recommendations concerning the manner in which any client’s accounts should or would be handled, as appropriate investment decisions depend
upon the client’s investment objectives. The information is general in nature and is not intended to be, and should not be construed as, legal or tax advice.
In addition, the information is subject to change and, although based upon information that Montecito Bank & Trust consider reliable, is not guaranteed as
to accuracy or completeness. Montecito Bank & Trust make no warranties with regard to the information or results obtained by its use and disclaims any
liability arising out of your use of, or reliance on, the information. Argus Research Co. (ARC) is an independent investment research provider whose parent
company, Argus Investors’ Counsel, Inc. (AIC), is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary
of The Argus Research Group, Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a
registered broker dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any unauthorized
use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. This report is not an offer to sell or a solicitation of an offer
to buy any security. Argus may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those represented
in this report, and all opinions are reflective of judgments made on the original date of publication. Argus shall accept no liability for any loss arising from
the use of this report, nor shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve
risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance. Argus
Investors’ Counsel (AIC), a portfolio management business based in Stamford, Connecticut, is a customer of Argus Research Co. (ARC), based in New
York. Argus Investors’ Counsel pays Argus Research Co. for research used in the management of the AIC core equity strategy and model portfolio and
UIT products, and has the same access to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus
Investors’ Counsel and Argus Research Co., as units of The Argus Research Group, have certain employees in common, including those with both research
and portfolio management responsibilities, and that Argus Research Co. employees participate in the management and marketing of the AIC core equity
strategy and UIT and model portfolio products.




