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MARKET COMMENTARY 

2020 in the Rear-View Mirror 
And                                                                                                                                                                            

A Look at the Tea Leaves for 2021 and Beyond 
 

As finishes go, it wasn’t bad. Santa showed up at Broad and Wall and The Dow Jones 
Industrial Average and the S&P 500 closed out the year at new all-time highs. The 
NASDAQ made one earlier in the week. If you went on vacation around the second 
week of February and came back in early November, having been totally off the 
grid, you would have thought the market had followed through on what it was 
indicating at the beginning of the year. Boy, would you be wrong! 
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As the news of the COVID-19 virus spread, and before we really knew what to 
expect, the stock market headed down sharply in late February in three successive 
gaps over a five-week period, bottoming in late March after the quickest and 
sharpest drop ever experienced. From the peak in early February to the trough in 
late March, the Dow Industrials fell 38.4% intraday. That kind of decline can moisten 
a lot of diapers, and ultimately it causes capitulation, which is what we saw in the 
week ending March 23rd. If ever there was a solid wall of worry to climb, we had it 
in place at that point.  

There is a Bible verse in Ecclesiastes, Chapter 1, Verse 9: What has been is what will 
be, and what has been done is what will be done, and there is nothing new under 
the sun. It is particularly apropos in studying the history of financial markets, as 
events tend to repeat themselves. I take solace knowing that the market strategies 
I have formulated over the years have a Biblical basis. Charles Mackay wrote a book, 
first published in 1849, titled Extraordinary Popular Delusions and the Madness of 
Crowds.  In it, he discussed some of the manias of history like the Tulipmania that 
took place in the Netherlands during the early 17th Century. The clear conclusion 
to draw is that human nature and the cycle of fear and greed has always been with 
us. Savvy investors tend to take a contrarian view, based on the historical likelihood 
that the pendulum will swing back, and step in when things look bleak. The classic 
example is the Rothschild’s buying of Gilt-Edged Bonds as the London financial 
markets panicked over the upcoming Battle of Waterloo. They sold after 
Wellington’s defeat of Napoleon for massive profits. It cemented their fortune and 
the famous saying accredited to the Baron was “Buy on the cannons and sell on the 
bells.” 

The U.S. financial markets came unglued briefly in February and March, but as we 
suggested at the time, waterfall declines tend to be reversed by equally violent 
moves back to the upside and that is exactly what we saw take place. It also became 
clear that while we were looking at an unprecedented drop in GDP, it was likely to 
be a “V” bottom, and that is what developed as we saw the largest quarterly drop 
in second quarter GDP, 31.4%, followed by the single largest rise in GDP in the third 
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quarter, 33.4%. 

 

While growth will slow, there is a lot of pent-up demand and our economy is like a 
coiled spring if allowed to spring back. We continue to believe that stocks are the 
most attractive financial asset. 
  

There could still be unforeseen consequences resulting from our recent shutdown, 
and we would be surprised if there weren’t. The path won’t be straight up, and a 3-
5% drawdown would not surprise us in the least.  Despite the fact that we are up 
as sharply as we are, the sentiment remains amazingly bearish. The American 
Association of Individual Investors bearish sentiment indicator just hit a new low.  

While growth will slow, there is a lot of pent-up demand, and our economy is like a 
coiled spring if allowed to spring back. We continue to believe that stocks are the 
most attractive financial asset. 

Conclusion 

 So where does all this leave us as we head into the New Year.? Both the Financial 
Markets and the Economy have reversed their sharp downturns fueled by an 
accommodative Federal Reserve that is determined to keep rates low for a 
protracted period and fiscal stimulus provided by the PPP loan programs and the 
direct payments to individuals. GDP growth will slow, and we have an economy that 
will gradually regain its momentum once unfettered by the restraints put on it by 
overreaching politicians and unelected bureaucrats who have been empowered.  I 
think we will look back at this period in our history and realize that the cure 
proposed by some has been more deadly to our way of life than the disease. A lot 
of small businesses have and will fail, but the flip side is that we will likely see a 
sharp rise in new business formations at some point.  

We are, despite what we have endured during 2020, in a secular bull market, the 
strength of which is evident by what it overcame last year. We believe that the Dow 



P a g e  | 4 

 
Industrials will hit 40,000 in the next five years or so and continue to recommend 
that investors pay attention to market sectors and individual stocks as opposed to 
trying to time the vacillations of the market. 

Here is where we are on the rebound from the March 2009 low. I believe we have 
a ways to go. 

  
We’ve held a lot of hands over the past year and talked a few off the ledge. It has 
been a trying, but rewarding, market for those who have stayed the course, and we 
recommend that you do just that. We wish you all good physical health and good 
financial health in 2021 and look forward to returning to our normal way of life as 
we get this pandemic under control. 

A Few Final Thoughts 

As I wrap these comments up, we are preparing for an orderly transition of power 
following a contested election. The Democrats will control the Executive and 
Congressional branches of government and the market is anticipating increased 
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stimulus spending and the likelihood of some kind of infrastructure spending. The 
Senate is divided 50/50, which means the Vice President has the deciding vote. Bear 
in mind, though, that there are two Senators, Sen. Manchin (D-WV) and Sen. 
Sinema (D-AZ), who have shown a tendency to go against the grain. They could be 
a thorn in Sen. Schumer’s paw. As the old curse goes, “May you live in interesting 
times.”  

 

John Wilson, CFA  
January 6, 2021 
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The information contained in this report is based on sources considered to be reliable but is not represented to be complete and its accuracy is not guaranteed.  This report is designed to provide 
commentary on market strategy and the opinions expressed reflect the judgment of the author as of the date of publication and are subject to change without notice. This report does 
not constitute an offer to sell or a solicitation of an offer to buy any securities.  The author and members of his family may have positions in these securities and may buy and sell such securities 
before, after or concurrently with the publication of this report.  In some instances, such investments may be inconsistent with the opinions expressed herein.  The securities and other investment 
products described in this report are: 1) Not insured by the FDIC,  2) Subject to investment risks, including possible loss of the principal amount invested. 


