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Our Investment Committee  

Each quarter our Investment Commi�ee meets to review the markets and economy. At this mee�ng, three 

vo�ng members review significant market data and hear from current advisors and appropriate support staff. When 
necessary the Commi�ee adjusts the model por�olios managed by the firm. Our quarterly newsle�er represents the 
Commi�ee’s general thoughts behind any adjustments. 

Our Team 

This month we helped fill the trunks of local community members in 

need through the ministry of Hope for the Community at Hope Church in 
Blaine. Several members of our team gathered to serve the many who s�ll 
need daily meals right here in our own backyards. During these challenging 
�mes we especially want to reach out and offer help where there is need. For 
more informa�on on this organiza�on and their ministry, please visit 
www.hopeforthecommunity.com.

My son, Aus�n, finally turned 16. A�er years of an�cipa�on and saving for a car, the day was finally here, and 

when we went out to look for a good, cheap, used car, there were none to be found. COVID-19 already delayed 
Aus�n’s behind the wheel training by 4 months and now it was affec�ng his ability to enjoy one of the many joys of life 
— buying his first car. We went from one dealership to the next and in complete defeated exaspera�on Aus�n looked 
at me with his lower lip quivering saying, “Dad, I’ve toiled my whole life to save for this day, what’s next?” 

Aus�n’s experience is a micro example of all the things COVID-19 has taken from us over the last year. We have 
heard your collec�ve stories of vaca�ons cancelled, experiences missed, and sadly, loved ones lost. But now as the 
vaccine con�nues to be rolled out and op�mism begins to take hold in all our hearts, we begin to look forward to 
taking back what was lost.

On March 23, the Evergiven, a massive shipping vessel, became stuck in the Suez Canal, 
blocking shipping for 6 days. This ship prevented all shipping ac�vity just as COVID -19 
prevented many ac�vi�es. Unfortunately, even now when the ship is free, all trade will not 
resume immediately as normal. There is a period when all the backlogs must be worked off. 
This is what we expect for 2021 as businesses reopen, people are rehired and an avalanche of 
demand for things and experiences flood the marketplace.



What Was

When looking at how the markets 

have performed, perspec�ve 

ma�ers. In January 2020, the S&P 

500 started at 3,257.85 and it hit a 

low on March 23 at 2,237.40. This 

was a 31% downturn. From that 

low point on March 23rd, the 

market rallied and one year later, 

on March 23, 2021 the S&P 500 hit 

3,910.52 - 74% increase. Yes, the 

stock market has roared back and 

done tremendously well since the 

low in such a short period of �me, 

and this has led many to ask, “How 

long can this last?” However, when 

looking at this from another 

perspec�ve, we see a different 

story. If we consider how the 

market has done from January 2020 

- January 2021, we see the markets 

have increased 15%. We want to 

keep these perspec�ves in mind 

when thinking about how the stock 

market has done.

What Is

When looking at the economy 

currently, it is marked by shortages 

and massive demand. At this �me, 

unemployment has remained 

higher than the 3.6% pre pandemic 

levels at 6%. Although we an�cipate 

the unemployment rate to con�nue 

to drop, as most job losses have 

been isolated to specific sectors 

such as hospitality, entertainment, 

from the previous month. This was 

the highest jump in over 18 years. 

Goldman Sachs might be correct, 

and this would prove wrong the 

doubters and naysayers about the 

legi�macy of this economic 

recovery.

What Could Be

Massive demand leads to 

infla�on...right? The real ques�on 

is: will this infla�on be long las�ng 

caused by mul�ple massive 

s�mulus packages or just a 

momentary surge in demand 

because of a paused economy? 

Since the April lockdown, we have 

seen infla�on spike in many 

subsects of goods; the highest is in 

used cars, followed by spor�ng 

equipment, and electronics, led by 

unexpected consumer demand and 

massive supply chain disrup�ons. 

We saw the manufacturing PMI 

soaring in the March numbers at 

64.7. Readings this high have not 

been seen since 1983, a reflec�on 

of a strong manufacturing ac�vity 

driven by a robust growth in 

orders, employment, and prices. At 

this moment, infla�onary price 

pressures are in the system with 

the dura�on and velocity to be 

analyzed.

The poten�al new $2.3 trillion 

dollar infrastructure spending 

package could be a major tailwind 

and travel, other sectors are in 

desperate need of quality workers 

and supplies are few and far 

between. A shortage of 

semiconductors has caused Ford, 

GM, and most other manufactures 

to grind produc�on of many plants 

to a halt, begging the Biden 

administra�on for help. The 

average car uses 50-150 chips to 

drive all the technology built into 

them. They have es�mated over a 

million cars will not be built this 

year as a result, and furthermore a 

shortage of semiconductors could 

last for 2-3 years. Ford and GM are 

not the only plants to be struggling 

now. Plas�c produc�on has been 

stalled in Texas, West Coast ports 

are clogged, and shipping 

containers are in short supply. A 

stuck cargo ship in the Suez Canal is 

not the only supply chain 

disrup�on.

In our last newsle�er, we wrote 

that we expected 2021 GDP to 

come in upwards of 6%. Recently 

Goldman Sachs came out with 

revised expecta�ons closer to 8%. If 

this proves correct, it will be the 

largest economic expansion in 

genera�ons sending 

unemployment to 4% by year end. 

Not since 1951, have we 

experienced this much growth with 

the March Consumer Confidence 

report jumping from 90.4 to 109.7 



to many companies. This package would include $621 

billion for infrastructure spending, $580 billion for 

manufacturing, research, and development, as well as 

job training, and $313 billion for schools and housing. 

All this s�mulus money could lead to addi�onal profits 

for companies, fulfilling these orders, and ul�mately a 

reward for stock shareholders.

Leisure and hospitality accounted for 94% of job 

growth in the month of February (Cetera Investment 

Management), which shows just how hard these 

sectors were hit. We will be paying close a�en�on to 

this growth in hopes these areas con�nue to recover. 

One posi�ve point for these sectors is 

although COVID-19 con�nues to pick up 

globally, researchers and doctors have made 

massive strides around examina�ons and 

therapeu�cs allowing health care providers to 

have a more solid foo�ng on this problem.

There is also a lot of pent-up spending in our 

economy. We men�oned in prior quarters the 

average consumer savings rate is around 7%. In 

April 2020, it was nearly 38%, and in January 

We have watched closely as the market has made this strong recovery push and created new highs in 

many of the commonly followed indices. Stock market growth is partly based on expecta�ons of earnings. At the 

point of wri�ng this le�er, it is early in the first quarter earnings season, and to date, only 25% of companies have 

reported, but so far, it has been very good with over 77% of companies repor�ng be�er topline and bo�om-line 

results. 

If the remaining balance of companies report similar earnings across all 11 sectors, the average earnings 

growth rate would jump 33%. That would be the highest growth rate since Q4 2010. We see the excep�onally 

strong growth rate snowballing through Q2, before slowing down in Q3 and Q4 into a more reasonable growth 

rate. All this is due to the horrific comparison over 2020, when much of the global economy went into lock-down.

2021, it was s�ll hovering around 20%. All this cash in 

people’s accounts wants to go somewhere.

Lastly, the macro changes around new genera�ons 

are star�ng to take hold in the economy. The largest 

genera�ons right now are Millennials and Genera�on 

Z. As they begin to take over the workforce, they 

should drive large macro changes which may be most 

easily seen in the auto and housing market. Many 

have experienced this firsthand with housing supply 

being so low it is leading to bidding wars and resul�ng 

in houses selling for higher than their lis�ng price in 

hours, not days.
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Although we are fairly excited about the markets over the next 12 months as the economy should con�nue to 

grow behind the tailwinds of consumer spending, that is not to say there will not be any vola�lity along the way. Three 

of the primary concerns we see this quarter are infla�on, earnings, and semiconductors. March PPI and CPI were 

showing very strong increases with CPI annualized at 7%, but we believe it is more transitory as bo�lenecks are 

smoothed out and recently closed business will not all reorder at the same �me. 

Regarding earnings the stock market has most likely priced in a huge surge in demand which should lead to corpo-

rate profits. However, small earnings disappointments due to the lack of inventory and available workers could disap-

point expecta�ons and cause investors to reconsider their valua�ons. 

The concern about semiconductors is that with an extremely short supply and the rage of “the internet of all things”, 

manufacturers cannot ramp up orders to meet demand without this cri�cal component. All said, we expect some stock 

market pull backs, maybe 5-8% this year, but we seem to be in a much stronger posi�on now than the recession of 

2008 when we were all thankful to have a job and demand for goods and services was light. In conclusion, just like it 

will take �me for the backed-up ships to work their way through the Suez Canal, it is going to take some �me for all 

the pent-up consumer demand to be worked off. In a sense, we are all like Aus�n anxiously awai�ng with money in our 

hands, for our opportunity to buy our own first used car - it just may take “forever” before it finally becomes available.


