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T

he fourth quarter was a great quarter for
stocks. The S&P 500 was posi ve by 12.15%
during the quarter. While a double‐digit return in
a quarter is impressive, the S&P 500 was a lagging
index. The Russell 2000, which is made up of U.S.
small‐cap stocks, returned 31.37%, its strongest
quarter on record. Interna onal stocks also out‐
performed the S&P 500. The MSCI EAFE, which
consists of developed, foreign stocks, returned
16.05% and the MSCI Emerging Market Index re‐
turned 19.70%. In addi on to small‐cap and inter‐
na onal stocks outperforming the S&P 500, value
stocks outperformed growth stocks during the
quarter. The S&P 500 Value Index returned
14.49% during the quarter, compared to 10.66%
for the S&P 500 Growth Index. The strong fourth
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quarter returns helped solidify a strong year for
stocks. The S&P 500 finished the year posi ve
18.40%, the small‐cap based Russell 2000 was
posi ve by 19.96% (however, the S&P SmallCap
600 only returned 11.29%), the MSCI EAFE re‐
turned 7.82% and the MSCI Emerging Markets
finished 2020 with an 18.31% return. The Energy
and Financial sectors were the best performing
sectors during the fourth quarter, returning
27.77% and 23.22%, respec vely, but both sectors
were nega ve for the year. The Energy sector lost
33.68% and Financials lost 1.69%; the only other
S&P 500 sector to post a nega ve 2020 return was
Real Estate, losing 2.17%. The top performing sec‐
tors of the year were Technology (43.89%), Con‐
sumer Discre onary (33.30%) and Communica on
Services (23.61%).
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N

ot only did investors in stocks have a good
year, but bond investors also had a good
year. The returns were not quite as high as stocks
but it was impressive compared to historical prec‐
edent. Interest rates across the yield curve
dropped throughout the year. The 2‐year rate fell
from 1.58% to 0.13%, the 10‐year from 1.92% to
0.93% and the 30‐year from 2.39% to 1.65%.
When interest rates fall, prices rise, which helped
the total return for bonds in 2020. The Barclays US
Aggregate Bond Index returned 7.51% for 2020.
High yield bonds, which carry more credit risk and
have a higher correla on to stocks, returned
7.11%.

C

ommodi es were mostly posi ve during the
fourth quarter but a mixed bag for the cal‐
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endar year. Energy was a strong performer during
the fourth quarter; Brent Crude was up 22.46%,
WTI Crude Oil was up 20.64% and Natural Gas was
slightly posi ve by 0.47%. For the year, Energy re‐
turns were not as good; Brent was down 21.52%,
WTI Crude down 20.54%, but Natural Gas was up
15.99%. Silver, Copper, Nickel and Pla num all had
a great quarter and a great year, while the most
closely followed shiny metal, Gold, was flat during
the quarter but had a good year. For the year, Gold
was up 24.42%, Silver 47.38%, Nickel 18.48%, Cop‐
per 25.83%, and Pla num 10.37%.

T

he fourth quarter was a big quarter for news
and events. The two biggest events during
the quarter were the results of the United States
Presiden al elec on and the approval and begin‐
ning roll‐out of vaccines for COVID‐19.

L

et’s start with the elec on. The elec on was
highly conten ous with a record number of
Americans showing up at the polls. In the end, for‐
mer Vice‐President Joe Biden was the winner and
although the final electoral college votes looked
decisive, 306 for Presiden al‐elect Biden and 232
for President Trump, the elec on was much closer
when considering the margin of victory in the
swing states. The President‐elect received just
over 51% of the popular vote compared to Presi‐
dent Trump’s 46.9%. This was the result that Wall
Street was expec ng. What surprised some were
the results in the other races involving the House
and Senate. As expected, the House remained in
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Democra c control. Republicans did pick up some
seats. The Senate majority was close and came
down to a two race Senate run‐oﬀ in Georgia on
January 5. Republicans needed to win one seat to
maintain control. However, both seats went to
Democrats and the Vice‐President, Kamala Harris,
will hold the vote to break es. Many believed if
Republicans held onto control of the Senate, then
tax increases would be delayed for at least two
years. From a market perspec ve, higher taxes
were one of risks to President‐elect Biden’s presi‐
dency. Prior to the elec on, the market seemed
fine with a Democra c sweep, so when the market
began to believe a split government was possible,
it was a reported as goldilocks scenario. From the
early market reac on following the Georgia Senate
elec on results, the markets seem fine with the
prospects of higher taxes; the outlook of a more
robust s mulus bill may outweigh any concerns of
higher taxes.

T

he other big news of the quarter was the
approval and beginning roll‐out of a COVID‐
19 vaccine. Both Moderna’s and Pfizer’s vaccines
were approved for usage in the U.S. Both vaccines
showed incredible eﬃcacy of above 90%. There
was much deserved excitement about the approv‐
al and eﬀec veness of these medicines. The goal
was for about 20 million doses to be given out in
the U.S. by the end of 2020, however, only about 2
million doses were actually delivered. While every‐
body knew the logis cs of rolling out the vaccine
would be diﬃcult, the end result was disap‐
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poin ng. Despite the lack of doses currently availa‐
ble and the disappointment of the ini al roll‐out,
many s ll see some light at the end of the tunnel.

I

n more direct financial news, the third quarter
earnings season was good. According to
FactSet, 84% of the S&P 500 companies that re‐
ported earnings outperformed analyst es ‐
mates. This is the highest percentage since FactSet
began tracking this metric in 2008. The top growth
sector was Health Care, which saw 13% growth.
Overall, the S&P 500 saw earnings decline by 6.6%,
its fourth worst decline since Q3 2009. The future
of earnings remains cloudy; of all the S&P 500
companies, only 69 companies provided guidance
which is well below the five‐year average of 104.

T

he unemployment rate in the U.S. is well
above the recent mul ‐decade lows, but it
con nues to recover from the spike in unemploy‐
ment suﬀered earlier this year when lockdowns
were first announced. The current unemployment
rate is 6.7%, down from the April reading of 14.7%.
Infla on readings remain tame, which allows the
Fed to remain accommoda ve for much of 2021
and possibly even 2022. Other readings on the
economy have been mixed. Exis ng homes sales
have fallen for the first me in five months and
U.S. consumer confidence has fallen for two con‐
secu ve months, reaching its lowest level since
August. New orders for key U.S.‐made capital
goods has increased for seven straight
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months. This suggests business investment is pick‐
ing up from consumer spending which has been
hurt in recent months by the government’s inabil‐
ity to pass a s mulus bill. The final reading for third
quarter economic growth, defined by the U.S. GDP
rate, was a record 33.4%. However, this followed a
decline of 31.4% for the second quarter. The sec‐
ond quarter drop was a result of self‐imposed lock‐
downs to prevent the growing number of deaths
and over‐crowding hospitals. The snapback in the
third quarter was driven by some businesses abil‐
ity to re‐open and learn to do business in a tempo‐
rarily new normal and from government s mulus
being absorbed in the economy.

B

ritain formally le the European Union’s
trade bloc on December 31. Both sides final‐
ly agreed on new rules for trade just days before
the year‐end deadline. There are expected to be
disrup ons in business ac vity with the new deal,
but both sides are pledging to working through
this together. Recent polling has showed that U.K.
ci zens would vote to stay in the European Union
which feeds the specula on that the U.K. may one
day return as a member of the European Union.
For now, though, Britain is on its own.

Short‐term interest rates are expected to remain
low, but intermediate‐ and longer‐term rates may
move higher if economic growth picks‐up. The re‐
sult of a steeper yield curve could help banking‐
related stocks, which were underperformers over
the last year.

T

T

he overall general sen ment going into 2021
is excitement. There is excitement about the
prospect of some normalcy; people want to get
out and spend money on experiences, whether it
be trips, ball games, museums or simply just see‐
ing family and friends they have not seen in a
while. Parents are excited to get their kids out of
the house and back to school, or to their jobs, or
anywhere! All joking aside, 2020 was hard on
many families, but it was good to slow down life,
enjoy the simple pleasures and spend me with
our kids and spouses. That said, for many it is me
to get back to some rou ne.

T

he market expecta ons for 2021 are also
high. The prospect of a vaccine being distrib‐
uted is encouraging for employers and workers,
especially those in the entertainment‐related in‐
dustries which have been some of the hardest hit.
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he Georgia elec on results will make it easi‐
er for the President to push his agenda, but
the slim margin of control may restrict Democrats
from doing anything and everything that they
want. It also should be noted that President‐elect
Joe Biden has stated that he wants to work with
Republicans and a empt to amend the recent po‐
li cal divisiveness that has built‐up over the last 12
years. The la er will need to be proven out, which
is much more diﬃcult in ac on than in word.

I

t is expected that the President‐elect’s top pri‐
ority will be the roll‐out of the vaccines. Some
of the current economic concerns of the country
will be relieved if the majority of Americans can be
vaccinated. However, this will con nue to be a
complicated task. There is hope that most front‐
line workers will be vaccinated during the first
quarter, and a significant number of other Ameri‐
cans will be vaccinated during the second quarter.
Even though there are approved vaccines, which
are currently being distributed, it is going to take
several more months of cau on and some pain
before ge ng back to normal, pre‐COVID ac vi‐
es. One of the risks to the market is that the roll‐
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out con nues to stumble and that the economic
impact carries on much longer than an cipated.

T

he President‐elect has made two notewor‐
thy appointments: former secretary of state
John Kerry and former Fed Chair Janet Yellen. John
Kerry will be part of the newly created climate en‐
voy, sugges ng that Biden intends to go beyond
rejoining the Paris Climate Accord and that climate
will be a focus of his administra on. Janet Yellen
will be Treasury secretary. Yellen pushed for fiscal
s mulus when she was Fed chair and she also
signed a le er earlier this year reques ng Con‐
gress pass another s mulus bill. Combining her
desires and the desires of many other Democra c
representa ves in Congress, the prospects for ad‐
di onal s mulus checks in early 2021 are high. This
would be a boost to the economy in 2021.

T

he rela onship with China is a major topic to
be watched and an addi onal risk to the
markets. Outgoing President Trump has been re‐
cently pushing for de‐lis ng China related compa‐
nies from the NYSE and China is expected to retali‐
ate. The Trump Administra on has undoubtedly
made the U.S. and China rela onship more frac‐
tured. China has also raised the stakes throughout
the year with some of its decisions regarding Hong
Kong, Taiwan, Senkaku Islands and its con nued
push to make China the top superpower in the
world. This does not even consider the concerns
with China stealing intellectual property and other
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cybersecurity issues that gain Congressional sup‐
port from both sides of the poli cal aisle. We be‐
lieve China will be a major theme and risk for
2021.

S

ome of the strong fourth quarter returns are
a ributable to Wall Street analysts raising
earnings guidance for 2021. Following what is ex‐
pected to be a year‐over‐year earnings decline for
2020, analysts are expec ng a big rebound. As of
December 18, FactSet has es mated year‐over‐
year earnings growth for the S&P 500 to be 22.1%,
compared to the 10‐year average growth rate of
10%. The higher earnings es mates are driven by
the lower earnings rate in 2020 and strong earn‐
ings in the Energy, Industrials and Consumer Dis‐
cre onary sectors. The poten al for higher corpo‐
rate taxes are not accounted for in these numbers.
It is possible that if we see higher taxes that they
would not be in eﬀect un l 2022.

I

t is understandable why the expecta ons for
strong returns are high. The vaccines are game
changers. Even if they are not fully distributed un l
late 2021, the market is forward‐looking. The Fed
is commi ed to keeping interest rates low, fiscal
s mulus is being distributed and larger direct
checks to some Americans are expected. There is
also op mism for addi onal spending through an
infrastructure bill, although this has been dis‐
cussed for years with no bill ever being passed.
Market returns in 2021 could be good again, but
we urge investors resist overconfidence bias.
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There is always uncertainty and there is always
risks. A new administra on is a risk. A prolonged
delay in ge ng Americans and people everywhere
vaccinated is a risk. Heightened escala on with
China is a risk. Cybersecurity is a risk and geopoli ‐
cal issues in Turkey, Iran and the other parts of the
Middle East are risks. These are known risks, but
there are also always unknown risks. We believe
that the opportuni es outweigh the risks, but 2020
taught us that anything can happen.

I

f anything has changed with your personal or
financial situa on that may aﬀect your invest‐
ment objec ves, please let us know so we can
make any necessary changes. ACG Advisory Ser‐
vices, Inc. will con nue to manage your invest‐
ment assets in accordance with your most current
designated investment objec ves. Unless and un l
you advise us otherwise, in wri ng, of changes in
your financial situa on or investment objec ves,
we shall con nue to manage your assets in the
same manner as we do currently.

— ACG Wealth Management
Please remember that past performance may not be
indica ve of future results. Diﬀerent types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any specific investment, investment strategy, or product
(including the investments and/or investment strategies
recommended or undertaken by ACG Advisory Services,
Inc. [“ACG”]), or any non-investment related content,
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made reference to directly or indirectly in this blog will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your por olio or individual situa on, or prove successful. Due to various factors, including
changing market condi ons and/or applicable laws, the content may no longer be reflec ve of current opinions or posions. Moreover, you should not assume that any discussion or
informa on contained in this blog serves as the receipt of, or
as a subs tute for, personalized investment advice from ACG.
Please remember that if you are a ACG client, it remains your
responsibility to advise ACG, in wri ng, if there are any changes in your personal/financial situa on or investment objec ves
for the purpose of reviewing/evalua ng/revising our previous
recommenda ons and/or services, or if you would like to impose, add, or to modify any reasonable restric ons to our investment advisory services. To the extent that a reader has
any ques ons regarding the applicability of any specific issue
discussed above to his/her individual situa on, he/she is encouraged to consult with the professional advisor of his/her
choosing. ACG is neither a law firm nor a cer fied public accoun ng firm and no por on of the blog content should be
construed as legal or accoun ng advice. A copy of the ACG’s
current wri en disclosure Brochure discussing our advisory
services and fees is available for review upon request. Please
Note: ACG does not make any representa ons or warran es
as to the accuracy, meliness, suitability, completeness, or
relevance of any informa on prepared by any unaﬃliated
third party, whether linked to ACG’s web site or blog or incorporated herein, and takes no responsibility for any such content. All such informa on is provided solely for convenience
purposes only and all users thereof should be guided accordingly.
ACG Advisory Services is a registered investment adviser.
1640 Huguenot Place
Midlothian, Virginia 23113
Phone: 804.323.1886
Fax:
804.323.1889
www.acgworldwide.com
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