
 

 

January 11, 2021 MONTHLY INVESTOR UPDATE 

 
 
 

 

COVID-19 Update: A Light at the End of the Tunnel 
According to Johns Hopkins University’s COVID-19 Dashboard, case counts were reaching new 
daily records throughout the month of December in both the U.S. and Europe. The U.S. still 
leads the global tally with over 24% of all confirmed cases and over 19% of all deaths, which has 
led to continuing restrictive measures being implemented in many states and municipalities 
across the country. 
 
The U.S. began its rollout of the Pfizer-BioNTech and Moderna vaccines in December. As a 
result of a slower than anticipated rollout and cold storage requirements of the Pfizer vaccine, 
California expanded the list of who is eligible to receive a vaccine to avoid dosages going to 
waste. New York also expanded eligibility. Priorities for vaccination remain with frontline 
medical workers and nursing home residents, but expanded eligibility includes other essential 
workers and senior citizens. The Moderna vaccine, which was approved in the U.S. in mid-
December and can be stored in regular freezers, alleviated some of the logistical challenges 
associated with the Pfizer vaccine. Worldwide, vaccination levels look to be bolstered by the 
addition the Oxford-AstraZeneca and Sinovac vaccines. 
 

Executive Summary 

• The U.S. continued to hit worrying milestones in COVID-19 infections and hospitalizations, but the vaccine 
rollout began in mid-December and is picking up pace. 

• President Trump signed a bipartisan $900 billion relief package and Congress overturned a presidential veto 
on a defense policy bill. 

• Democrats narrowly swept the Senate, giving the party a narrow majority with the VP as a tiebreaker. 

• Global GDP growth of 4.0% expected in 2021. U.S. manufacturing activity increased, service sector activity 
declined, unemployment rate remained steady, nonfarm payrolls declined for the first time since April. 

• Small-cap outpaced large-cap for the second month in a row. Value ended the year in positive territory. 

• Markets reacted positively to Democrats’ narrow control of the Senate and shrugged off the Capitol attack. 
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The pace of vaccinations in the U.S. has increased from a seven-day average of approximately 
58,000 doses per day as of December 21, 2020, to an average of 420,000 doses per day as of 
January 8, 2021, for cumulative total doses equal to 2.0% of the U.S. population (the current 
vaccines require two doses), according to Our World in Data, a nonprofit collaborative research 
effort between the University of Oxford and Global Change Data Lab. Even with the logistical 
challenges, it appears that the hope we saw before Christmas is still there. 

Economic Update: Potentially More Stimulus 
On December 27, 2020, President Donald Trump signed a bi-partisan $900 billion relief package 
after delaying his decision and threatening to veto the bill, primarily over a demand to increase 
relief checks from $600 to $2,000 and scale back spending in other areas. The U.S. House of 
Representatives and Senate voted on December 28, 2020, and January 1, 2021, respectively, to 
override Trump’s veto of a defense policy bill. A two-thirds majority is required to override a 
presidential veto. As reported by Reuters, Trump refused to sign the defense bill “because it did 
not repeal certain legal protections for social media platforms and included a provision 
stripping the names of Confederate generals from military bases.” 
 
On January 5, 2021, Georgia held two U.S. Senate runoff elections. The two Democratic 
contenders, Jon Ossoff (Georgia’s first Jewish senator) and Raphael Warnock (Georgia’s first 
Black senator), narrowly won their respective races, handing Democrats 50 seats in the Senate 
and an effective majority (the vice president serves as the tiebreaker). After a delay caused by 
an assault on the U.S. Capitol by a large group of Trump supporters, President-elect Joe Biden 
and Vice President-elect Kamala Harris’ election victory was formally certified by Congress on 
January 6. 
 
Even with a Democratic sweep, some compromise will be required in the Senate both within 
the Democratic party, whose ideology spans from progressive to moderate, and with 
Republicans, particularly for actions that require a supermajority. Morningstar, an investment 
research firm, pegs the following as the most likely policy changes: 

• Increase in corporate taxes, possibly to 28% 

• Increase in marginal tax rates for high earners 

• More economic stimulus, including state and local government aid 

• Expansion of Medicaid (but not a public option or “Medicare for All”) 

• Stronger climate change policies, particularly as it relates to individual tax credits, 
enforcement of existing laws, and a clean power plan 

 
In other economic news, the World Bank projects global GDP growth of 4.0% in 2021 (up from a 
contraction of 4.3% in 2020), U.S. manufacturing activity increased but service sector activity 
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declined in December, the unemployment rate remained steady, and nonfarm payrolls declined 
in December for the first time since April. As reported by multiple publications, women 
accounted for all nonfarm jobs lost in December. 
 

Market Index Trailing Total Returns 

as of 12/31/2020 MTD YTD 1 Year 3 Year 

S&P 500 3.84% 18.40% 18.40% 14.18% 

Russell 2000 8.65% 19.96% 19.96% 10.25% 

MSCI EAFE USD 4.65% 7.82% 7.82% 4.28% 

MSCI Emerging Markets USD 7.35% 18.31% 18.31% 6.17% 

Bloomberg Barclays U.S. Agg Bond 0.14% 7.51% 7.51% 5.34% 

Bloomberg Barclays U.S. Corp High Yield 1.88% 7.11% 7.11% 6.24% 

Bloomberg Barclays Global Agg Bond USD 2.17% 10.11% 10.11% 4.23% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

Market Update: Markets React Positively 
The S&P 500 index ended the month of December up 3.7% (3.8% with dividends), with all 
sectors posting gains. Daily changes were relatively benign throughout the month. Vaccine 
rollout and stimulus progress supported hope of economic recovery. Small-cap indices 
outpaced their large-cap counterparts for the second month in a row. Value also had another 
month of gains, building off the November rotation, and ending the year in positive territory. 
 

Large Cap vs. Small Cap Trailing Total Returns 

as of 11/30/2020 MTD YTD 1 Year 3 Year 

S&P 500 (large cap) 10.95% 14.02% 17.46% 13.17% 

S&P 600 (small cap) 18.17% 2.74% 5.81% 4.72% 

Russell 1000 (large cap) 11.78% 16.06% 19.41% 13.66% 

Russell 2000 (small cap) 18.43% 10.41% 13.59% 7.09% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

 
Value vs. Growth Trailing Total Returns 

as of 11/30/2020 MTD YTD 1 Year 3 Year 

S&P 500 Value 12.88% -2.07% 0.99% 6.15% 

S&P 500 Growth 9.70% 28.24% 32.00% 19.14% 

Russell 1000 Value 13.45% -1.00% 1.72% 5.25% 

Russell 1000 Growth 17.63% 23.12% 25.95% 12.83% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 
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Looking back on 2020, the S&P 500 index returned 18.4%, while the tech-heavy NASDAQ 
returned 44.9%. 2020 was an unprecedented year, to say the least. It included the shortest bear 
market in history (with both losses and subsequent gains affecting sectors unevenly), disparity 
between growth and value returns near historical levels, a domination by a handful of mega 
tech companies, and the meaningful impact of retail investors and their “quarantine trading,” 
to name a few market observations. According to Bloomberg, the global number of brokerage 
trading accounts tripled from 2019, and the phenomenon of momentum trading has been 
evident. 
 
As we began 2021, eyes were on the U.S. Senate runoff elections in Georgia, and now on the 
implications of a Democratic controlled Senate. Investors, once worried about a so-called blue 
wave that would aid the passage of more progressive legislation (like heightened regulation), 
now seem content with the narrow control Democrats will have. Equity indices have continued 
to climb, as the possibility of increased corporate tax rates appears to be outweighed by the 
expectation of increased fiscal spending and its positive effect on economic growth (including 
the possibility of further stimulus spending). The 10-year Treasury yield has also been rising on 
the expectation of increased spending, boosting both economic growth and debt issuance to 
help finance it. 
 
We are here to support you and navigate these times of uncertainty together. Knowledge is 
power, and we’re committed to equipping you and your financial professional with the tools 
and information you need to weather this storm. We are continuing to watch market 
developments and are here to assist you with evaluating and understanding these economic 
changes. Please contact your financial professional to discuss your portfolio or should you have 
any questions or concerns. 
 
Authors: Michal-Erin Frushell, CFA; Alfredo Gomez, CFA, CAIA; Peter Magnuson; Daniel Weiss, 
CAIA 
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Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or 
protect again loss. In general, the bond market is volatile; bond prices rise when interest rates fall and vice versa. 
This effect is usually pronounced for longer-term securities. Any fixed-income security sold or redeemed prior to 
maturity may be subject to a substantial gain or loss. Vehicles that invest in lower-rated debt securities (commonly 
referred to as junk bonds or high-yield bonds) involve additional risks because of the lower credit quality of the 
securities in the portfolio. International investing involves special risks not present with U.S. investments due to 
factors such as increased volatility, currency fluctuation, and differences in auditing and other financial standards. 
These risks can be accentuated in emerging markets.  
 
The statements provided herein are based solely on the opinions of the Advisor Group Investment Research Team 
and are being provided for general information purposes only. Neither the information nor any opinion expressed 
constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. Any opinions 
provided herein should not be relied upon for investment decisions and may differ from those of other 
departments or divisions of Advisor Group or its affiliates.  
 
Certain information may be based on information received from sources the Advisor Group Investment Research 
Team considers reliable; however, the accuracy and completeness of such information cannot be guaranteed. 
Certain statements contained herein may constitute “projections,” “forecasts” and other “forward-looking 
statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical 
set of assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-
looking statements presented herein reflect the judgment of the Advisor Group Investment Research Team only as 
of the date of this document and are subject to change without notice. Advisor Group has no obligation to provide 
updates or changes to these opinions, projections, forecasts and forward-looking statements. Advisor Group is not 
soliciting or recommending any action based on any information in this document.  
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