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Forecast 2021

The opinions voiced in this material are for general 

information only and are not intended to provide 

specific advice or recommendations for any 

individual. To determine which investment(s) may be 

appropriate for you, consult your financial 

professional prior to investing. All performance 

referenced is historical and is no guarantee of future 

results. All indices are unmanaged and cannot be 

invested into directly.

Risk Considerations: The economic forecasts set 

forth in this presentation may not develop as 

predicted and there can be no guarantee strategies 

promoted will be successful. Stock investing 

involves risk including loss of principal. Bonds are 

subject to market and interest rate risk if sold prior 

to maturity. Bond values will decline as interest rates 

rise and bonds are subject to availability and 

change in price. International and emerging market 

investing involves special risks such as currency 

fluctuation and political instability and may not be 

suitable for all investors.



Where we’ve been

Where we are now 

Where we may be going



A Quiz



What was Merriam Webster’s 2020 Word 
of the Year?

• Coronavirus

• COVID-19

• Pandemic

• Schadenfreude



Pandemic

An outbreak of a disease that 

occurs over a wide geographic 

area (multiple countries or 

continents) and typically affects a 

significant proportion of the 

population.

Source: Merriam Webster



“One exciting thing about being alive at this 

pivotal moment in history is that I’m constantly 

learning about strong opinions I didn’t previously 

know I had.”
-- Emily Gould, Essayist

• Virtual school

• Bread recipes

• Remote work

• Pandemic dating



Virtual School

“My hatred comes, rather, from having 

coached my 5-year-old son Raffi 

through virtual schooling in the 

spring…To say that virtual pre-K didn’t 

go well would be an understatement... 

Eventually, we scaled back to 

requiring that Raffi scrawl his name 

and a few letters and numbers before 

heading out to the park in the 

morning…”

-- Emily Gould, The Atlantic, 

August 18, 2020

Source: The Atlantic



A popular 2020 meme was “Da Vinky.” 
It came about when:

• An animated image of Sargent Schultz winking at Colonel Klink’s 

assistant Helga went viral.

• A do-it-yourself video about making keys using automobile VIN codes 

went viral.

• Influencers mispronounced the answer to the question, ‘Who painted 

the Mona Lisa?’ and it went viral.

• A sleep emoji didn’t work quite right, and it went viral.



Da Vinci became 

Da Vinky

Twin brothers Chris and Patrick 

Voros were taking a trivia quiz. 

They were asked, “Who painted 

the Mona Lisa?” Neither knew 

the answer. When ‘Da Vinci’ 

popped up on the screen, they 

responded – in unision – Da 

Vinky?!

Source: Popbuzz



Which of these shows was watched the 
most in 2020?

• Locke & Key

• Queen's Gambit

• Space Force

• Tiger King



Tiger King

Source: Forbes



Where We’ve 
Been



v
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The Economy



Trying to get the 
economy up to 
speed

COVID-19 pandemic

Fuel: CARES Act stimulus

Smoothing the road: Low 

rates and Quantitative 

Easing



The U.S. economy started gaining momentum

Source: U.S. Bureau of Economic Analysis, Real Gross Domestic Product [GDPC1], retrieved from FRED,

Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/GDPC1, January 3, 2021.

https://fred.stlouisfed.org/series/GDPC1


COVID-19 cases 

spiked 

No stimulus until 

late December

Reopening became 

reclosing

When a new wave of the virus hit

Source: John Hopkins University & Medicine: Coronavirus Resource Center



Monthly employment gains stalled

Source: U.S. Bureau of Labor Statistics, All Employees, Total Nonfarm [PAYEMS], retrieved from FRED, Federal Reserve Bank of St. Louis; 

https://fred.stlouisfed.org/series/PAYEMS, January 8, 2021.

https://fred.stlouisfed.org/series/PAYEMS


Unemployment rates remained elevated

Sources: U.S. Bureau of Labor Statistics, Unemployment Rate [UNRATE], retrieved from FRED, Federal Reserve Bank of St. Louis; 

https://fred.stlouisfed.org/series/UNRATE, January 8, 2021. U.S. Bureau of Labor Statistics, Total Unemployed, Plus All Persons Marginally Attached to the Labor Force, 

Plus Total Employed Part Time for Economic Reasons, as a Percent of the Civilian Labor Force Plus All Persons Marginally Attached to the Labor Force (U-6) [U6RATE], 

retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/U6RATE, January 8, 2021.

https://fred.stlouisfed.org/series/UNRATE


Consumers were still spending

Sources: U.S. Bureau of Economic Analysis, Personal Consumption Expenditures [PCE], retrieved from FRED, Federal Reserve Bank of St. 

Louis; https://fred.stlouisfed.org/series/PCE, January 4, 2021. U.S. Bureau of Economic Analysis, Real Personal Consumption Expenditures: Services [PCESC96], retrieved 

from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/PCESC96, January 4, 2021. U.S. Bureau of Economic Analysis, Personal Consumption 

Expenditures: Durable Goods [PCEDG], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/PCEDG, January 4, 2021. U.S. Bureau of 

Economic Analysis, Personal Consumption Expenditures: Durable Goods [PCEDG], retrieved from FRED, Federal Reserve Bank of St.

Louis; https://fred.stlouisfed.org/series/PCEDG, January 4, 2021.

https://fred.stlouisfed.org/series/PCE
https://fred.stlouisfed.org/series/PCESC96
https://fred.stlouisfed.org/series/PCEDG
https://fred.stlouisfed.org/series/PCEDG


Statistics tell stories but they can be misleading

Source: U.S. Bureau of Economic Analysis, Real Gross Domestic Product [GDPC1], retrieved from FRED, Federal Reserve Bank of St. Louis;  

https://fred.stlouisfed.org/series/GDPC1, January 4, 2021.

https://fred.stlouisfed.org/series/GDPC1


In November, 
anxiety levels 
were rising

“People are more stressed about 

their finances than they've been 

since the summer…”

-- Margaret Talev, Axios, 

December 9, 2020

46%
worried about 
job security

47%
worried about
paying bills

15% 
harder to pay

rent, mortgage

22%
Household 
debt rising

Source: Axios
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The Stock Market



The U.S. stock 
market sped past 
the economy

End of the longest bull 

market in history

The shortest bear market in 

history

Major indices reached 

record highs

Source: CNBC, Kiplinger



U.S. stock markets and worry about 
volatility

Source: S&P Dow Jones Indices LLC, S&P 500 [SP500], retrieved from FRED, Federal Reserve Bank of St. Louis; 

https://fred.stlouisfed.org/series/SP500, January 4, 2021. Chicago Board Options Exchange, CBOE Volatility Index: VIX 

[VIXCLS], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/VIXCLS, January 4, 

2021.

https://fred.stlouisfed.org/series/SP500
https://fred.stlouisfed.org/series/VIXCLS


It was a bumpy year



Significant disruption led to attractive 
returns

Value Core Growth

-0.6% 19.7% 38.9% Large

-3.8% 13.5% 46.2% Mid

1.0% 6.2% 43.5% Small

YTD Return through 12/31/20

Source: Morningstar Direct



The vaccine rally

Value Core Growth

12.6% 8.0% 3.7% Large

13.5% 10.6% 7.7% Mid

23.2% 17.2% 15.1% Small

11/09/20 through 12/31/20

Source: Morningstar Direct



Is it finally time to buy back into the shares of 

unloved and cheap companies? On Monday, 

these ‘value’ stocks beat expensive growth 

stocks by the widest margin of any single day 

since the 1930s...The question investors face 

is whether Monday’s extraordinary move marks 

the end of a grim decade-and-a-half for value 

or is just another false dawn amid the gloom.

-- James Mackintosh, The Wall Street Journal,

November 12, 2020



Source: FactSet Research and Carson Group



Why did the stock market do so well?

Supportive 

central bank 

policies

Government 

stimulus 

programs

Low-interest 

rate 

environment

The Big 5 and 

disruptive 

companies

The stock 

market looks 

ahead

Sources: U.S. News; Schwab; BIS



A low interest rate environment

Source: Board of Governors of the Federal Reserve System (US), 10-Year Treasury Constant Maturity Rate [DGS10], retrieved from FRED, Federal Reserve Bank of St. Louis; 

https://fred.stlouisfed.org/series/DGS10, January 4, 2021. Organization for Economic Co-operation and Development, Long-Term Government Bond Yields: 10-year: Main 

(Including Benchmark) for Germany [IRLTLT01DEM156N], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/IRLTLT01DEM156N, 

January 4, 2021.Organization for Economic Co-operation and Development, Long-Term Government Bond Yields: 10-year: Main (Including Benchmark) for the Euro Area 

[IRLTLT01EZM156N], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/IRLTLT01EZM156N, January 4, 2021.Organization for 

Economic Co-operation and Development, Long-Term Government Bond Yields: 10-year: Main (Including Benchmark) for the United Kingdom [IRLTLT01GBM156N], retrieved 

from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/IRLTLT01GBM156N, January 4, 2021.

https://fred.stlouisfed.org/series/DGS10
https://fred.stlouisfed.org/series/IRLTLT01DEM156N
https://fred.stlouisfed.org/series/IRLTLT01EZM156N
https://fred.stlouisfed.org/series/IRLTLT01GBM156N


End of the bull market in bonds?

Source: Moody’s, Moody's Seasoned Aaa Corporate Bond Yield [AAA], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/AAA, January 

4, 2021. Board of Governors of the Federal Reserve System (US), 10-Year Treasury Constant Maturity Rate [DGS10], retrieved from FRED, Federal Reserve Bank of St. Louis; 

https://fred.stlouisfed.org/series/DGS10, January 4, 2021. Moody’s, Moody's Seasoned Baa Corporate Bond Yield [DBAA], retrieved from FRED, Federal Reserve Bank of St. 

Louis; https://fred.stlouisfed.org/series/DBAA, January 4, 2021.

https://fred.stlouisfed.org/series/AAA
https://fred.stlouisfed.org/series/DGS10
https://fred.stlouisfed.org/series/DBAA


Inflation has been edging higher

"Economists love to 

disagree, but almost all 

of them will tell you that 

inflation is dead. The 

premise of low inflation is 

baked into economic 

policies and financial 

markets."

-- The Economist, 

December 12, 2020



Some of today’s inflationistas predict a 

possibly high but transitory spike in prices 

as consumer spending bounces back from 

the pandemic...Economists at Morgan 

Stanley, a bank, predict “a fundamental 

shift in inflation dynamics” in America, with 

inflation rising to the Fed’s 2% target by 

the second half of 2021 and going on to 

overshoot it.

-- The Economist, December 12, 2020



Keep politics out of your portfolio

Source: Y Charts



Where We Are
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Working and 
Learning from 

Home



…and Coping
Source: Fast Company, Bored Panda



We’re bullish

49.1% 

bullish
AAII Investor Sentiment Survey 

December 2, 2020

“…with interest rates low and likely 

to stay there, equities will continue 

to look attractive, particularly when 

compared to bonds.”

-- Robert J. Shiller, Laurence 

Black, Farouk Jivraj, Project 

Syndicate, November 30, 2020

Source: AAII Investor Sentiment, Project Syndicate



We’re bearish

80% 
S&P 500 

overvalued 

Deloitte CFO Signals™ Survey

December 9, 2020

“I think many CFOs believe that at 

one point in time we’ll have a pivot 

where the capital markets will be 

more aligned with the real 

economy.”

-- Steve Gallucci, National Leader,

U.S. CFO Program, Deloitte, 

December 9, 2020

Source: Deloitte, Axios



If vaccines represent the light at 
the end of the tunnel, the virus 
means we are still in a fairly dark 
part of the tunnel.

-- Liz Ann Sonders, Chief Investment Strategist,
Schwab, November 30, 2020



The light 
has inspired 
a massive 
market 
rotation

Stay-at-
home to 
out-and-

about

Large to 
small

Leaders 
to 

laggards

Growth
to value

Defensive 
to cyclical

Source: Schwab



Rough road before we get to the future

Vaccine delivery 

challenges

Economic 

safety nets

Small business 

destruction

Long-term 

unemployment

Economic 

relief package



Giving generously

“In a year like 2020, choosing 

where to direct your dollars is like 

picking your favorite child. Should 

your money go toward nonprofits 

providing basic needs, 

organizations fighting for social 

justice or a campaign to help local 

small businesses stay afloat?”

-- Amrita Jayakumar, Nasdaq, 

December 4, 2020



All charitable giving 

1st half 2020 year-to-year

+7.5%

Source: Philanthropy News Digest, Schwab

Donor-advised fund grants 

($) 1st half 2020 year-to-year

+46%



Where We May Be 
Going



Revaluing our time

“Remember that time is money. He that 

can earn ten shillings a day by his labor, 

and goes abroad, or sits idle one half of 

that day, though he spends but sixpence 

during his diversion or idleness, it ought 

not to be reckoned the only expense; he 

hath really spent or thrown away five 

shillings besides.”

-- Benjamin Franklin, 1748 

Source: National Bureau of Economic Research



How much is our ‘free’ time worth?

U.S. Department of 

Transportation (2016)

$13.60/hour

University of Chicago 

research (2020) 

$19.00/hour

Source: U.S. Department of Transportation, NBER



What’s ahead?

Work-from-
home 

housing 
market 
boom

Americans 
saving 

more than 
before

Sustained 
innovation 

and 
technology 
adoption

Demand for 
cleaner 

energy and 
cars

Pursuit of 
social 
justice

Sources: MarketWatch, Time, ICCT, Nasdaq, Harvard Business Review



Source: International Monetary Fund, World Economic Outlook, October 2020

2021 economic growth outlook
(Estimated real Gross Domestic Product (GDP), annual % change)



World economies rarely move in lockstep. 

In fact, a synchronous global recovery, 

where growth in both developed and 

emerging markets accelerate in the same 

year, has happened only a dozen times 

over the past 40 years – the last in 2017. 

The stage could be set for another such 

sync beginning in the second quarter of 

2021.

-- Morgan Stanley Research, December 1, 2020



Free trade agreements: 
RCEP and CPTPP

RCEP RCEP + CPTPP CPTPP

China

Peru

Canada

Mexico

Australia

Japan

New Zealand

Vietnam

Brunei

Malaysia

Singapore

China

Indonesia

Myanmar

South Korea

Cambodia

Lao

Philippines

Thailand

Source: The Economist, Brookings



Five Risks

1. Vaccine effectiveness

2. Pace of recovery

3. U.S.-China tensions

4. Consumer habits

5. Investor behavior

Source: The Economist



High debt levels slow economic growth

Source: U.S. Office of Management and Budget and Federal Reserve Bank of St. Louis, Federal Debt: Total Public Debt as Percent of Gross Domestic Product 

[GFDEGDQ188S], retrieved from FRED, Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/GFDEGDQ188S, January 4, 2021.

https://fred.stlouisfed.org/series/GFDEGDQ188S


A year ago, at this time, America was the 

largest debtor nation in the history of the 

world. That debt is now up by trillions of 

dollars – that’s trillions with a T. Someday, 

we are all going to look back – three years 

from now, eight years from now – and say, 

“Wait a minute, what about all this debt? 

What are we going to do now?

-- Jim Rogers, Founder, Quantum Fund, 

Barron’s, December 4, 2020



1.Secure Act

2.Changing tax policies

3.COVID-19 continues

2021 Legacy Planning
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What Do the 
Experts Say?



“I have no clue where the market is going to go in the 

near term. I don’t know whether it’s going to go up 10%; I 

don’t know whether it’s going to go down 10%...But I 

would say the next three to five years are going to be 

very, very challenging.”

-- Stanley Druckenmiller, Investor and Philanthropist, 

CNBC Squawk Box interview, 

September 9, 2020



“COVID-19 has brought with it economic damage 

on a vast scale. Yet the rapid changes that have 

been forced on many industries are leading to 

innovation that will outlive the pandemic – and in 

some cases are leaving incumbents less mighty 

than before.”

-- The Economist, November 28, 2020 



“…how we work is definitely changing… That could 

have long-term disruptive effects to air travel, 

commercial real estate, downtown restaurants, and 

such. We also know we’re going to lose potentially 

half of all small businesses. That’s going to have a 

big impact on everything from corporate 

concentration to the makeup of local communities.”

-- Stephanie Kelton, Economics and Public Policy 

Professor, Barron’s, December 4, 2020



“Climate. It is going to be huge in terms of 

investments…The private sector is going to lead. 

Companies are moving toward clean energy 

because they know it’s not just regulation; it’s 

their consumers [demanding it].”

-- Afsaneh Mashayekhi Beschloss,

Founder and CEO, The Rock Creek Group,

Barron’s, December 4, 2020



“Whenever the market is trading at or near all-

time highs, it’s important to assess the risks. 

Sentiment remains a key risk; especially given 

the economy remains inside the tunnel, even if 

vaccines represent the light at the end…Investors 

should remain disciplined, diversified, and 

opportunistic with regard to rebalancing.”

-- Liz Ann Sonders, Chief Investment Strategist,

Schwab, November 30, 2020



Serving 
You
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The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their 

industries and widely held by individuals and institutional investors.

The Standard & Poor’s 500 Index is a capitalization weighted index of 500 stocks designed to 

measure performance of the broad domestic economy through changes in the aggregate market 

value of 500 stocks representing all major industries.

The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid 

by urban consumers for a market basket of consumer goods and services.

Personal Consumption Expenditures (PCE) is a measure of price changes in consumer goods and 

services, targeted towards goods and services consumed by individuals. PCE is released monthly 

by the Bureau of Economic Analysis (BEA).

Quantitative Easing (QE) is a government monetary policy occasionally used to increase the money 

supply by buying government securities or other securities from the market. QE increases the 

money supply by flooding financial institutions with capital in an effort to promote increased lending 

and liquidity.

The Price-to-Earning (P/E) ratio is a measure of the price paid for a share relative to the annual net 

income or profit earned by the firm per share. It is a financial ratio used for valuation: a higher P/E 

ratio means investors are paying more for each unit of net income, thus, the stock is more 

expensive compared to one with a lower P/E ratio.

Gross Domestic Product (GDP) is the value of all goods and services produced by the United 

States.

The CBOE VIX Index is a calculation designed to produce a measure of constant, 30-day expected 
volatility of the U.S. stock market, derived from real-time, mid-quote prices of S&P 500® Index 
(SPX℠) call and put options.

U.S. Treasury securities (Notes and bonds) are debt instruments issued to raise money needed to 

operate the federal government and pay off maturing obligations.

The Moody's Seasoned Aaa Corporate Bond Yield measures the yield on Aaa-rated corporate 
bonds. Bonds with an Aaa rating are judged to be the highest quality with minimal risk.

The Moody's Seasoned Baa Corporate Bond Yield measures the yield on Baa-rated corporate 
bonds. Bonds with a Baa rating may have speculative characteristics. They are judged to be 
medium grade with of moderate credit risk.

The World Bank is made up of 189 member countries. Its goals are to end extreme poverty and 

promote shared prosperity.

Government bonds are debt securities issued by city, state, or national governments to support 

government spending and obligations.

The International Monetary Fund is an organization of 189 countries, working to foster global 

monetary cooperation, secure financial stability, facilitate international trade, promote high 

employment and sustainable economic growth, and reduce poverty around the world.

The Russell 2000 index is a small-cap stock market index of U.S. companies that measures 

the performance of approximately 2,000 American companies. These companies are the smallest 

capitalization companies in the Russell 3000 Index.

The MSCI Emerging Markets Index includes large and mid-cap companies in 26 Emerging Markets 

(EM) countries. It covers approximately 85% of the free float-adjusted market capitalization in each 

country.

The MSCI EAFE Index reflects the performance of large and mid-cap companies in 21 developed 

markets, including countries in Europe, Australasia, and the Far East, and excludes the United 

States and Canada. The Index covers approximately 85% of the free float-adjusted market 

capitalization in each of the countries.

The Bloomberg Barclays U.S. Aggregate Bond Index measures investment grade, U.S. dollar-

denominated, fixed-rate taxable bonds. The index includes Treasuries, government-related and 

corporate securities, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS, and CMBS 

(agency and non-agency).

The Bloomberg Barclays U.S. Treasury Bill Index tracks the market for treasury bills issued by the 

U.S. government. U.S. Treasury bills are issued in fixed maturity terms of 4-, 13-, 26-, and 52-

weeks. The U.S. Treasury Bill Index is a component of the U.S. Short Treasury Index along with 

U.S. Treasury notes and bonds that have fallen below one year to maturity.

Bloomberg Commodity Index is calculated on an excess return basis and reflects commodity 

futures price movements. The index rebalances annually weighted 2/3 by trading volume and 1/3 

by world production and weight-caps are applied at the commodity, sector, and group level for 

diversification.

The FTSE Nareit All Equity REITs Index is a free-float adjusted, market capitalization-weighted 

index of U.S. equity REITs. Constituents of the index include all tax-qualified REITs with more than 

50 percent of total assets in qualifying real estate assets other than mortgages secured by real 

property.


