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Weekly market focus -- The markets next week will focus on (1) the pandemic situation as the omicron variant spreads quickly, (2)
further analysis of how quickly the Fed might raise interest rates in 2022, (3) next week's economic calendar that features the Dec
unemployment report on Friday (payrolls expected +400,000), and (4) any news about whether Democrats will be able to rebuild the
Build Back Better bill after Senator Manchin's rejection.

Markets take hawkish view of Fed policy despite omicron -- The markets are taking a hawkish view of Fed policy as the
incoming scientific data reduces the concern about the omicron variant.

The Dec 2022 federal funds futures contract on Thursday (on a yield basis) closed at 0.765%, which was just 1.5 below Wednesday's
1-3/4 year high of 0.78% and reflected expectations for an overall +69 bp rate hike during 2022 from the current effective federal funds
rate of 0.08%. However, that is still 14 bp less hawkish than the Fed's dot-plot that is forecasting a rise in funds rate to 0.90% by the
end of 2022.

The Fed, atits recent Dec 14-15 FOMC meeting, made a decisive statement about its inflation resolve by doubling the pace of its QE
tapering, thus ensuring that it could start raising interest rate as soon as the March 2022 FOMC meeting. The Fed in 2022 currently
anticipates one rate hike per quarter in Q2 through Q4.

However, the Fed might not have to raise interest rates that quickly in 2022. The omicron surge will take a toll on the U.S. economy in
early 2022. In addition, Senator Manchin's blow-up of the BBB bill means that, as of now, there will be no extra fiscal stimulus in 2022
to prop up the economy.
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Markets await the return of Congress in early January -- Congress this week was still on holiday recess. The Senate will return
to Washington on January 3, while the House is scheduled to return on January 10.

The main item of business for Senate Democrats is to see if there is a way forward on the $1.75 trillion Build Back Better bill after
Senator Manchin rejected the bill. It remains to be seen whether Senate Democrats can come up with some smaller bill that can get
Mr. Manchin's vote and the vote of every other Democratic Senator. That process is expected to take a matter of weeks or even
months.

The other main agenda item for Congress is to pass an omnibus spending bill to fund the government for the remainder of the fiscal
year. Congress has only until February 18 to pass an omnibus spending bill because the current continuing resolution expires on that
date.

The debt ceiling is off the market's plate for at least the next year after Congress earlier this month gave its final approval to a debt
ceiling increase that will last until early 2023.

Earnings surge will start to fade in Q4 -- Q4 earnings season is right around the corner, with several major Wall Street banks
scheduled to release earnings during the week of Jan 10-14. Notable earnings reports next week include Teledyne on Tuesday; and
Constellation Brands, Walgreens, and Conagra on Wednesday.

The consensus is that earnings growth for the S&P 500 companies will decelerate to +22.3% yly in Q4 from +42.6% in Q3, according
to Refinitiv. Earnings growth is then expected to decelerate further to +7.5% y/y in Q1, +5.1% in Q2, and +7.4% in Q3. On a calendar
year basis, SPX earnings growth is expected to decelerate to +8.4% in 2022 from +49.7% in 2021.
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Stock market is on shaky ground as omicron surges -- The U.S. stock market has rallied sharply in the past two weeks despite
the fact that new U.S. Covid infections have surged to a record high. The stock market will be on shaky ground until there is a peak in
the omicron surge.

Dr. Fauci yesterday ventured a guess that the omicron surge might peak in late January. Dr. Fauci based his optimism on the quick
peak seen in South Africa, the epicenter for the omicron variant.

Public authorities are so far relying on vaccinations and testing to try to muddle through the current Covid surge. However, if hospitals
start to be overwhelmed with new Covid patients, then public authorities may have no choice but to start imposing some restrictions.
The U.S. and global economies, in any case, are likely to take a hit as many people decide on their own to stay home to avoid getting
infected.

The 7-day average of new U.S. Covid infections on Wednesday reached a new record high of 301,957, which was up +80% w/w and
+252% since December 1.

The markets are encouraged that the hospitalization and death rates from Covid have been limited compared with the surge in new
cases. However, the markets will keep a close eye on the hospitalization and death rates since those are lagging indicators and will
likely rise in the coming weeks.

On the brighter side, the U.S. vaccination rate continues to climb, which will provide at least some protection against the omicron
variant. Bloomberg reports that 61.9% of the total U.S. population has now been fully vaccinated, and 19.4% have received a booster
shot. Inthe past week, the U.S. has administered a daily average of 1.18 million doses.
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This material has been prepared by a sales or trading employee or agent of R.J. O'Brien and is, or is in the nature of, a solicitation. This material is not a
research report prepared by R.J. O'Brien’s Research Department. By accepting this communication, you agree that you are an experienced user of the futures
markets, capable of making independent trading decisions, and agree that you are not, and will not, rely solely on this communication in making trading
decisions. DISTRIBUTION IN SOME JURISDICTIONS MAY BE PROHIBITED OR RESTRICTED BY LAW. PERSONS IN POSSESSION OF THIS
COMMUNICATION INDIRECTLY SHOULD INFORM THEMSELVES ABOUT AND OBSERVE ANY SUCH PROHIBITION OR RESTRICTIONS. TO THE
EXTENT THAT YOU HAVE RECEIVED THIS COMMUNICATION INDIRECTLY AND SOLICITATIONS ARE PROHIBITED IN YOUR JURISDICTION WITHOUT
REGISTRATION, THE MARKET COMMENTARY IN THIS COMMUNICATION SHOULD NOT BE CONSIDERED A SOLICITATION. The risk of loss in trading
futures and/or options is substantial and each investor and/or trader must consider whether this is a suitable investment. Past performance, whether actual or
indicated by simulated historical tests of strategies, is_not indicative of future results. Trading advice is based on information taken from trades and statistical
senices and other sources that R.J. O'Brien believes are reliable. We do not guarantee that such information is accurate or complete and it should not be
relied upon as such. Trading advice reflects eur good faith judgment atya specifietimerandis'subject to change without notice. There is no guarantee that the
advice we give will result in profitable trad&sf.___ ooﬁ R i
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