
McBork Quarterly Report 2nd Q 2021

Welcome to the 50th McBork Quarterly Report.  Looking back at the first report 

on February 12, 2009, the S&P 500 Index closed at 835 that day.  As I write this, 

the S&P 500 Index is now trading at 4,163, which comes out to a 14% annual 

return these last twelve plus years.  Boy have we come a long way.

One of the things that I have truly missed these last 15 months has been my 
supper club. For the last several years my wife and I have had a monthly dinner 
with two other couples on the 12th of each month. We have only one rule: The 
restaurant we go to must be new to all of us.  We have eaten at over seventy-five 
restaurants and have taken our club on the road to cities such as New Orleans, 
Austin, and Montreal. Last week was the first time that we were able to sit down 
together inside of a restaurant since March of 2020. The restaurant we went to 
was packed demonstrating the pent-up demand people have to get out and 
about. This is one reason why I am optimistic that the markets can go 
higher. Consumer spending, accounts for 70% of our Gross Domestic Product 
(GDP). With more and more individuals wanting to start spending money on 
“experiences” I feel confident that this will give a major boost to struggling 
businesses in the travel and leisure industry.

The last reason why I feel pretty good about the markets is that the Federal 
Reserve has continued to be a backstop to this economy by keeping interest rates 
at low levels. I have learned over the years that you “don’t fight the Fed.” That 
means when the Federal Reserve’s monetary policy is keeping interest rates low, 
you should own stocks (up to the degree of your risk tolerance) because individuals 
and companies can borrow money cheaply.   Hopefully this translates into higher 
company profits. According to the Fed, we should be seeing these low interest 
rates continue over the short term.

Another reason I am optimistic is the earnings reports that we have been seeing 
over the last month. With 92% of S&P 500 companies having reported, first quarter 
earnings are tracking to a remarkable 50% year-over-year increase, more than 
double the 24% increase expected when earnings season began.
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However, I remain cautious. While states have opened up again, Covid-19 is still 
here. Although domestic cases are down dramatically (32,000 per day over the last 
week versus a high of 255,000 back in January), John Hopkins University of 
Medicine (Wikipedia) indicates that over the last week there was on average 
717,000 cases per day globally. Please note that about 45% of all current cases are 
in India. In the U.S., we currently have 38% of our population fully vaccinated. So, 
although I feel things will continue to improve, I think some Wall Street analysts are 
getting ahead of themselves by saying that the pandemic is behind us.

There is also the possibility of a tax overhaul, specifically for corporations. At the 
beginning of the early 90s the corporate tax rate was at 35%, and then in 2018 it 
dropped down to 21% and that is where it has been since.  From what I am reading 
it would not surprise anyone if we were to see this rate increase to around 28% 
(about halfway between what it once was and where it is today). If that happens, I 
feel you will see the markets pull back a little bit.

It appears inflation is starting to creep up giving me another reason to yield  
caution.  An article from Forbes on April 19th of this year summed it up this way: 
“Economists, investors and everyday folks believe inflation is primed for rapid 
growth as trillions in federal stimulus spending is layered on top of the Federal 
Reserve’s rock-bottom rates, a nascent economic recovery and hordes of newly 
vaccinated shoppers who are eager to spend. The question is whether the coming 
wave of inflation will be a modest, easily managed wave or a dramatic flood that 
will roil markets, kneecap savers and cause the Fed to rapidly hike rates, imperiling 
the recovery. Higher inflation isn’t necessarily a bad thing for average Americans. 
When inflation runs high, workers are empowered to ask for bigger raises to keep 
up with the cost of living, and debtholders get a break on their obligations as their 
borrowed money becomes comparatively less valuable. But life becomes a little 
more complicated for savers and retirees living on a fixed income since inflation 
erodes the purchasing power of every dollar.”

Thus, at the end of the day I remain “cautiously optimistic.”
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Finally, I wanted to give you an update on our team. We still are working 
remotely, but from time to time we do go into the office. I do not feel there 
have been any problems with our communication with each other and with 
you over these last fifteen months. Thus, the current plan is to continue this 
through Labor Day Weekend and then head back into the office on a more 
permanent basis. I will keep you all posted if anything changes. As always, if 
you have any questions, please give me a call, or send me an email. Take care 
and be well.

Sincerely,

Greg Bork
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The opinions voiced in this material are for general information only and are not 
intended to provide specific advice or recommendations for any individual. All 
performance referenced is historical and is no guarantee of future results.  All indices 
are unmanaged and may not be invested into directly.  Stock investing includes risks, 
including fluctuating prices and loss of principal. 


