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 Despite grim daily headlines about COVID restrictions 
and U.S. political division, the investment market ended 2020 
much like it began, with equities in a bull market and fresh 
all-time highs. 

 Those record highs were fueled by a surge in technology 
and internet-related shares, according to the analysts. Gains 
in Apple, Amazon and Microsoft alone accounted for more 
than half of the S&P 500’s 16% total return, according to 
Howard Silverblatt, Senior Index Analyst at S&P Dow Jones 
Indices.  

 Additionally, 2020 was a strong year for many other asset 
classes. Some of the highlights included:

• The S&P 500 surged roughly 65% since its March low, 
finishing the year up over 16%. 

• The Dow Jones Industrial Average (DJIA) finished 2020 
with a gain of 7.25%, eclipsing the 30,000 level in the 4th 
quarter.

• The tech-focused NASDAQ closed the year up 43%.

• Small-cap stocks, international equities and lagging sectors 
like Energy and Financials outperformed the average.

• Bonds (as measured by the Barclays Aggregate Bond Index) 
gained 5%.

• Global stocks (as measured by the MSCI World Index) 
climbed 14%.

• Gold (as measured by NYMEX per troy ounce) soared 28%.
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KEY POINTS

1. Equity markets finished the year with good results.

2. Interest rates are still ultra-low and the Fed says it 
will keep rates near 0% till 2023.

3. There is still a wide divergence between financial 
markets and economic performance.

4. New political leadership will likely bring changes.

5. Most analysts are optimistic for 2021.

6. It may be mid-year before global economies 
recover.

7. Equities may be highly overvalued and overpriced.

A Review of 2020
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 12/31/19 CLOSE 12/31/20 CLOSE
ANNUAL 
CHANGE

% ANNUAL 
GAIN / LOSS

DJIA

NASDAQ

S&P 500

MSCI EAFE

Russell 2000

Bloomberg Barclays 
U.S. Aggregate Bond Index

 28,538.44 30,606.48 +2,068.04 +7.25%

 8,972.61 12,888.28 +3,915.67 +43.64%

 3,230.78 3,756.07 +525.29 +16.26%

 2,036.96 2,147.53 +110.57 +5.43%

 1,668.47 1,974.86 +306.39 +18.36%

 2,225.00 2,392.02 +167.02 +7.51%

Performance reflects price returns as of market close on Dec. 31, 2020.

2021 Outlook – COVID, The Economy, and Consumer Confidence
Most analysts are optimistic for 2021. 

Barron’s recently surveyed 10 market 
strategists and chief investment officers 
at large banks and money-management 
firms on the outlook for 2021. Averaging 
their year-end S&P 500 forecasts, which 
range from 3800 to 4400, the group 
expects the index to rise 9% in 2021 to 
about 4040. Add a dividend yield of 
around 2% and U.S. stocks could return a 
total of 10% to 11%.  Their panel predicts 
the U.S. economy will grow by 5% in 2021, 
its fastest rate since 1984. 

Although the stock market outlook 
appears favorable for 2021, there is still 

a wide divergence between financial 
markets and economic performance, 
millions of Americans are unemployed, 
and concerns about the pace of the 
economic recovery remain. 

The ongoing pandemic is expected to 
dominate the economic outlook in the first 
part of the year, according to Raymond 
James’ Chief Economist Scott Brown, 
with continued restraint on consumer 
services. As vaccines are distributed, 
people should become more comfortable 
going out again. Activity in face-to-
face industries, such as travel, hotels, 
restaurants and in-person entertainment, 

should pick up substantially in the second 
half of the year.

Remember, the stock market is 
forward-looking and many prominent 
analysts feel that it has already priced 
in a stronger economy and the pausing 
of the coronavirus pandemic. That raises 
the risk that any disappointment in the 
recovery will rattle investors, especially 
with the P/E (price-to-earnings) ratio 
of the S&P 500 at a high level.  This has 
caused some leading strategists to argue 
that the stock market is overvalued, and 
there is still a good chance for market 
fluctuations.

If you are age 70 ½ and older you can make a Qualified 
Charitable Distribution (QCD) in the form of a direct transfer 
of up to $100,000 directly from your IRA to a charity, 
including all or part of your required minimum distribution 
(RMD). In order to qualify for tax year 2020, the funds must 
have come out of your IRA by December 31, 2020.

Be sure to take the QCD amount off of your 1099, or you 
could end up paying more in taxes.

To report a qualified charitable distribution on your Form 
1040 tax return, you generally report the full amount of the 
charitable distribution on the line for IRA distributions. On 
the line for the taxable amount, enter zero if the full amount 

was a qualified charitable distribution. Enter “QCD” next 
to this line. See the Form 1040 instructions for additional 
information.

You must also file Form 8606, Nondeductible IRAs, if:

• You made the qualified charitable distribution (QCD) from 
a traditional IRA in which you had basis and received a 
distribution from the IRA during the same year, other 
than the qualified charitable distribution; or

• The qualified charitable distribution (QCD) was made 
from a Roth IRA.

Source: irs.gov

Tax Tip: How to report a Qualified Charitable 
Distribution (QCD) on an income tax return

Visit the Resources tab at mycfsgroup.com for more insights and tax resources. 
Like us on Facebook to stay up-to-date on issues and what’s happening in the 

Cornerstone offices: www.facebook.com/CornerstoneFinancialSolutionsInc
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What Can You Do?
Use this time to focus on what you can control and 

communicate with us regularly. Have your time horizons 
or tolerance for risk changed? Do you feel confident in your 
liquidity for short-term and near-term needs? Contact us if you 
have any questions or concerns. We are here to understand your 
needs then help you define solutions and take action to reach 
your goals. 

It is our privilege to help you:
• Define retirement success for you and your family 
• Understand how your portfolio is truly performing 
• Identify changes that could optimize your investments 
• Plan to manage life changes 
• Take advantage of potential tax savings 
• Appreciate a sense of comfort in your long-term plan

What to Watch in 2021
Interest Rates Remain at                
Ultra-Low Levels

At the December press conference, 
Treasury Secretary Powell said that the 
Fed would continue to use a variety of 
monetary tools until officials are confident 
the U.S. economy is fully recovered. The 
Federal Reserve has suggested interest 
rates will remain low through 2023. 

A low interest rate environment can be 
seen as a challenge for investors, so income-
oriented investors need to carefully think 
through their personal strategies. This is 
an area where we can help – if you would 
like to review your income needs and 
objectives and the strategies you can use 
to pursue them, please call us.  

Equities are primarily for long-term 
investors.  With interest rates at or near 
zero, investors who need returns need to 
consider equities. With 10-year Treasuries 
yielding around 1%, equities become even 
more noticeable on an investor’s choice 
list. 

Stock Market Valuations

While equities have climbed higher, so 
have their valuations. Some analysts assert 
that equities are highly overvalued and 
overpriced based on historical numbers 
like price earnings. For example, analysts 
warn that technology and internet-
related shares – the same ones that fueled 
valuations near 16-year highs - are raising 
concerns about the sector’s vulnerability. 

However, others maintain that ultra-
low interest rates and high levels of 
liquidity help make equities attractive, and 
expect equity prices can continue to rise 
in 2021. It’s clear that predicting short-

term changes in the equity markets 
is nearly impossible. Cornerstone’s 
Investment Committee continuously 
evaluates the markets and our positions to 
ensure our clients are invested for the 
long term, but risk is a part of investing.  

The global picture

Nineteen of the twenty largest 
economies in the world experienced a 
contraction in growth in 2020. The stimulus 
and support provided by governments and 
central banks, led by the Federal Reserve’s 
decisions to keep interest rates low and 
liquidity robust, should provide the 
catalyst for a rebound and positive growth 
in 2021. Because monetary and fiscal 
stimulus actions have a lagging economic 
impact, it may be mid-year before most 
economies make a turnaround.

New Administration

Analysts feel that COVID medical and 

financial solutions will be the first priority 
for President-Elect Biden’s administration.  
But, during the campaign he talked about 
issues ranging from climate change to 
increasing taxes for wealthy, high-earning 
Americans. 

As financial professionals, we 
continually evaluate how public policy 
and political activity could impact our 
clients and the investment world.  We will 
be watching the actions of the incoming 
administration carefully, considering 
these questions and many more like them:

• Will a Congress controlled by Democrats 
push more stimulus programs? 

• How will that affect the stock market? 

• Would a boost to the economy as a 
result of stimulus programs outweigh a 
tax increase?

• How will the new administration 
handle trade talks with China?
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For the benefit of our existing clients, Cornerstone limits the number of new 
relationships we take on each year. Most of those new relationships result from 
an introduction by our clients. We would be honored if you would recommend 
our services to a friend or family member who:

• Is going through a transition such as widowhood or a career change.
• Would like to work with a trusted team who will treat them like family. 
• Wants communication without the financial-speak and jargon.
• Is retired or is close to retirement.

We will mail them an introduction letter, letting them know you suggested we 
contact them. Then we’ll follow up with a phone call to answer any questions. 

Email info@MyCFSgroup.com or call 605-357-8553.

These rankings and awards were won by Gordon Wollman, Founder & CEO, CFS | Wealth Advisor, RJFS. These rankings and awards may not be representative of any one client’s 
experience, are not an endorsement, and are not indicative of future performance. Neither Raymond James nor any of its Financial Advisors pay a fee in exchange for these awards/
ratings. Raymond James is not affiliated with Barron’s, Shook Research, Forbes, Financial Times, or Ignite Research. Investment performance is not an explicit component because not 
all advisors have audited results and because performance figures often are influenced more by clients’ risk tolerance than by an advisor’s investment-picking abilities.

Barron’s is a registered trademark of Dow Jones & Company, L.P. All rights reserved. The rankings are based on data provided by over 4,000 individual advisors and their firms and 
include qualitative and quantitative criteria. Data points that relate to quality of practice include professionals with a minimum of 7 years financial services experience, acceptable 
compliance records (no criminal U4 issues), client retention reports, charitable and philanthropic work, quality of practice, designations held, offering services beyond investments 
offered including estates and trusts, and more. Financial Advisors are quantitatively rated based on varying types of revenues produced and assets under management by the financial 
professional, with weightings associated for each.

The Forbes ranking of Best-in-State Wealth Advisors, developed by SHOOK Research, is based on an algorithm of qualitative and quantitative data. Those advisors that are considered 
have a minimum of 7 years of experience, and the algorithm weighs factors like revenue trends, AUM, compliance records, industry experience and those that encompass best practices 
in their practices and approach to working with clients. Out of approximately 32,000 advisors nominated by their firms, 4,000 received the award. Please visit https://www.forbes.com/
best-in-state-wealth-advisors for more info.

The FT 400 was developed in collaboration with Ignites Research, a subsidiary of the FT that provides specialized content on asset management. To qualify for the list, advisers had to 
have 10 years of experience and at least $300 million in assets under management (AUM) and no more than 60% of the AUM with institutional clients. The FT reaches out to some of the 
largest brokerages in the U.S. and asks them to provide a list of advisors who meet the minimum criteria outlined above. These advisors are then invited to apply for the ranking. Only 
advisors who submit an online application can be considered for the ranking. In 2019, roughly 960 applications were received and 400 were selected to the final list (41.7%). The 400 
qualified advisers were then scored on six attributes: AUM, AUM growth rate, compliance record, years of experience, industry certifications, and online accessibility. AUM is the top 
factor, accounting for roughly 60-70 percent of the applicant’s score. Additionally, to provide a diversity of advisors, the FT placed a cap on the number of advisors from any one state 
that’s roughly correlated to the distribution of millionaires across the U.S.

Raymond James Global Top 50 is an event that takes place in February (2020). Invitees are selected based on 2019 fiscal year production. There are approximately 50 attendees, though 
that number may vary based on those who are invited and available to attend.

Raymond James Chairman’s Council Membership is based on prior fiscal year production, requalification is required annually.


