1Q
2021

QUARTERLY INVESTMENT COMMENTARY
Summary of Quarterly Market Performance
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VALUE, VACCINES, AND CRYPTO, OH MY!
(INFLATION AND STIMULUS TOO.)
March marked one year since the World Health
Organization declared Covid-19 a global pandemic and
worldwide lockdowns began. Since then, countries have
rushed to develop vaccines, and equity markets have
continued to climb higher out of what was, the shortest
bear market in S&P 500 history.
A third wave of the Coronavirus hit the European
Union (EU) during the quarter leading to the
declaration of new or extended lockdowns as daily new
cases continued to rise. After becoming the first country
in the world to have a clinically approved Covid-19
vaccine last December, the United Kingdom raced ahead
of the rest of the EU in administering vaccinations.
Manufacturing and supply issues led to a much slower
vaccine rollout for other countries within the EU.
Some U.S. states also faced rollout hurdles early on.
However, aggressive measures continued to be taken in
the fight against Covid-19 via state mandates and federal
stimulus. On March 11, the American Rescue Plan Act
of 2021 valued at $1.9 trillion, was signed into law with
$174 billion designated to fund Covid-19 testing,
contract tracing, and vaccine distribution. An additional
$411 billion was used for direct payments to individuals,
bringing the total congress has spent to nearly six trillion
dollars.
The Federal Reserve has also approved nearly six trillion
dollars of quantitative easing since the start of the
pandemic in the form of asset purchases, liquidity
measures, and other loan purchase programs. During the
most recent quarter Federal Reserve Chair, Jerome
Powell, and newly appointed Treasury Secretary, Janet
Yellen, made their first joint appearance to assess the
efforts taken to restore the economy.
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The yield on 10-year treasuries began the year below
1.0%, ticking up just slightly in January. Upward
movement continued, ultimately pushing the yield just
above 1.7% to end the quarter. Rising yields, coupled
with fears of accelerating inflation put pressure on bond
prices, hitting longer-maturity Treasuries the hardest.
The Bloomberg Barclays treasury index fell more than
4% for the first time in decades. One measure of
inflation, the consumer price index (CPI), rose 0.6% in
March, the largest one month increase since August
2012, driven in large part by the increase in the gasoline
indicator. However, total inflation as measured by the
personal consumption expenditure index remained
below the Federal Reserve’s target of 2.0%.
The unemployment rate fell 0.4% in January to 6.3%
before dropping to 6.0% in March. While down
significantly from April 2020, the unemployment rate
remained 2.5% above its pre-pandemic level.
As signs of continued recovery in the U.S. economy
remained evident, equity funds saw a record number of
inflows during the first quarter. According to data
collected by Bloomberg, equity Exchange Traded Funds
(ETFs) had the best month of inflows on record in
February, as nearly $86 billion was added to global
equity funds.
U.S. value stocks out shined growth during the quarter,
as the technology sector lagged cyclical stock sectors, like
energy and financial services. After just slightly ending
2020 in positive territory, large cap value made a sizable
comeback in quarter one of this year, posting double
digit returns to start the year. Small cap stocks also closed
out the quarter with double digit returns as optimism
surrounding the strength of the U.S. economy propelled
the asset class higher.
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Global equity markets also continued their upward
trend. Even as parts of the EU entered new lockdown
orders, the MSCI EAFE Index, which tracks 21
developed market countries, including Japan, France,
and the United Kingdom, ticked up more than 3%
during the first quarter. Following strong gains in 2020
emerging market equities moved up just shy of 4% in
quarter one and continue to be well positioned as
expectations for global growth expand.
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While great progress has been made on the road to
recovery from the Covid-19 global pandemic, the path
toward normalization continues to be ever adapting
and full of potholes - much like the Michigan roadways
that some Wizard of Oz fans claim is where author L.
Frank Baum got his inspiration for the yellow brick
road in his 1900 children’s novel, The Wonderful Wizard
of Oz. OM

Another “emerging” area that continued to make big
moves upward to kick off 2021 was the crypto currency,
Bitcoin. Bitcoin, sometimes referred to as “digital
gold,” soared to new highs above $50,000 in February,
as companies like Tesla and Mastercard expressed
public support for cryptocurrency assets. Traditional
gold, however, was down nearly 20% from its high last
August, and ended the quarter in negative territory.
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