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One Step Up and Two Steps Back 
As we suggested in our last missive entitled, “The Great Reset,” vaccinations and therapeutics targeting COVID19 
are closer than previously anticipated. Since our post-election note, both Pfizer and Moderna have announced highly 
effective Phase III vaccination results, and are now both petitioning the FDA for emergency use authorization.  The 
Milken Institute publishes a comprehensive global data base of vaccinations and therapeutics for COVID 19. Based 
on this list, we feel even more confident that it is a matter of when, not if, a cure for COVID is found.  

But despite all the good COVID news over the last few weeks, there have been a couple of setbacks. First, although 
the overall mortality rate continues to decline, the transmission and hospitalization rates continue to rise. This has 
resulted in a roll-back of openings, increased restrictions and has stoked fears of a second economic shutdown. 
Secondly, despite mixed economic data and a surge in cases, there are concerns that additional COVID stimulus may 
not be passed by year-end. Add to this, 
some botched communication arising 
from the Treasury. While Secretary 
Mnuchin announced the sunset of many 
of the Fed’s emergency lending facilities 
at year-end, he also asked to redirect 
$580 billion of unspent stimulus directly 
to small business and individuals.  

Together, these two “steps back” are 
putting legislators and the Federal 
Reserve between a rock and a hard 
place. They can either wait until the 
unprecedented level of existing fiscal 
and monetary stimulus takes hold, or 
unleash even more stimulus (both fiscal 
and monetary), driving the US debt load 
and Fed’s balance sheet higher, just as a 
highly effective vaccination is set to help 
resuscitate the broader economy. And 
remember, stimulus is nothing more than government spending without offsetting tax revenue.  So regardless of 
who is in the White House, or what party controls Congress, taxes (in some form or another) have only one place to 
go from here. 

However, our premise of Value outperforming Growth has remained intact, despite the perplexing impact that 
recent COVID “hope and despair” news headlines have had on capital markets. For example, it is easy to argue that 
higher debt loads could dampen future economic growth, which may ultimately drive yields lower and thus flatten 
the yield curve. And as we pointed out in our last note, this type of dynamic could also cause deflation/Technology 
names to outperform the S&P 500.  So although yields have come in, and the curve has flattened over the last two 
weeks or so (remember, we were expecting a Bear Steepener), we have found that Technology and Growth has still 
underperformed the S&P . In addition, shut-in/shut-down names like Amazon, Zoom and Netflix, have also 
underperformed the S&P, perhaps because a vaccination is in the offing. Further, we continue to notice that Cyclical-
Growth sectors like Materials and Financials are also outperforming, whilst more Defensive sectors like Healthcare 
and Utilities, remain a source of funds. So, going forward, we believe this recent curve flattening will reverse, and at 
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the same time, Cyclical Growth outperformance will continue. In addition, we would not be surprised if REITs and 
Energy also continue to find a near-term bid, especially given their relative underperformance since 2017. So, 
investors should stay the course, but remain mindful of increased volatility in the near-term. We continue to 
promote clients to dollar-cost average into equity sectors and styles that are leveraged to The Great Reset, while 
allocating to fixed-income investments focused in Credit rather than Duration.   

We’d love to hear your thoughts. 

 

 

 

 

 

 

 

 

 

Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes 
and do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any 
investment area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, 
which can only be provided by qualified tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its 
accuracy is not guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state or 
federal agency), are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount 
invested. Portfolios are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, 
more volatile and less subject to governmental supervision than in the United States. The values of foreign securities can be affected by changes in currency 
rates, application of foreign tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment 
objectives, risks, charges, and expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be 
obtained from your investment professional. Please read it before you invest. Investments in ETFs are subject to risk, including possible loss of the principal 
amount invested. This information is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast 
Private Client Group’s approval. S&P 500 Index is a market index generally considered representative of the stock market as a whole. The index focuses on the 
large-cap segment of the U.S. equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-
weighted average of 30 actively traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 
Index measures the performance of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market 
capitalization. NASDAQ Composite Index is a market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on 
the NASDAQ stock market. Each company's security affects the index in proportion to its market value This commentary contains forward-looking statements 
and projections. Actual results may differ from current expectations based on a number of factors including but not limited to changing market conditions, 
leverage and underlying asset performance. Northeast Private Client Group makes no representation or warranty, express or implied that this information 
shall be relied upon as a promise or representation regarding past or future performance. This material contains the current opinions of the author but not 
necessarily those of Guardian or its subsidiaries and such opinions are subject to change without notice. Past performance is not a guarantee of future results. 
Indices are unmanaged, and one cannot invest directly in an index. Data and rates used were indicative of market conditions as of the date shown. Opinions, 
estimates, forecasts, and statements of financial market trends are based on current market conditions and are subject to change without notice. Securities 
products and advisory services offered through Park Avenue Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 
11747, 631-589-5400. PAS is a wholly-owned subsidiary of The Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private 
Client Group is not an affiliate or subsidiary of PAS or Guardian. 2020-111867 Exp. 2/21 
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