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4TH QUARTER REVIEW AND OUTLOOK 
 

Market Review 

Strong COVID-19 vaccine trial results, the lifting of election uncertainty, and continued economic recovery 

momentum drove markets to all time highs in the fourth quarter. The S&P 500 ended 2020 on a high note 

jumping 12.2% in Q4, its best Q4 since 1999. The Bloomberg Barclays U.S. Aggregate inched 0.7% higher during 

the quarter while long-term Treasuries fell 3.0%.  For the year, the S&P 500 rose 18.4% on a total return basis 

and the U.S. Aggregate Bond Index returned a robust 7.5%.  

Emerging markets outperformed developed markets in Q4 and for the year. The MSCI Emerging Markets Index 

jumped 16.1%, bringing its 2020 total to 19.5%. That beat the MSCI EAFE’s +11.4% in Q4 and +1.3% for the 

year. Note the data are in local currency terms.  

 

Cautious Observations 

• Covid-19 remains a tangible risk because we simply do not know what we do not know about the 

virus. The timing and pace of reopening the economy will have significant ramifications on the level of 

defaults and bankruptcies that ensue.  Rising infections this winter and spring further complicate any 

attempt at prognosticating near-term developments. 

• Policy (fiscal, monetary, regulatory) mistakes always pose risks to the market.   

• Key fiscal and regulatory risks we are monitoring include tax hikes, tariffs/trade conflicts, and 

significant healthcare, energy industry, or tech regulation.   

• Much of these are U.S. Senate outcome dependent and, even in a D-sweep scenario which 

would bolster the more progressive domestic policy agenda, we would not expect to see 

material fiscal or regulatory changes with a pandemic raging in the background.  

 

Constructive Observations  

• Market liquidity, monetary policy, and fiscal policy backdrops all remain very supportive to risk assets 

globally.  

• The Fed and most foreign central banks are maintaining aggressive QE and low (or negative) 

interest rate policies.  

• Fiscal policies in Europe, Japan, and particularly the U.S. remain very stimulative and should 

further support risk assets.   

• Markets seem to be pricing in pro-growth D-sweep considerations including large fiscal stimulus, 

eliminating tariffs, improved trade relations while discounting anti-growth D-sweep considerations 

including higher taxes, increased regulations, and soaring deficits. 

• We expect the global ‘Manhattan Project’ style race across bio-innovation industries for testing, 

treatments and vaccination should produce confidence for businesses and consumers to resume to 

some level or normalcy in the second half of 2021.  
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Outlook 

Policy and the pandemic will continue to drive markets in the short-term and keep volatility elevated. The 
timing and magnitude of additional stimulus will likely be quick and large, boosting equities in the short run; 
however, the timing of tax hikes, regulation and 10-year rates will determine the path of equities after 
January/February. Markets seem to be digesting the likelihood of more deficit spending (rates up = short 
duration; a boost to financials/value), a further slide in the dollar (bullish international/emerging markets), & 
more tech regulation (migration from growth towards value). Beyond the near-term volatility, the weight of the 
evidence tells us that unprecedented levels of monetary and fiscal stimulus will provide a tailwind to risk assets 
in 2021. 

 

Charts of the Quarter 

 

A GREAT QUARTER (& YEAR) FOR RISK ASSETS 

 

 

 

           IN THE SHORT TERM, THE CURRENT STATE OF THE ECONOMY IS FAR MORE IMPORTANT THAN DC 
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IMPORTANT DISCLOSURES  

The information in this report was prepared by Taiber Kosmala & Associates, LLC. Opinions represent TKS’ and IPIS’ opinion as 
of the date of this report and are for general information purposes only and are not intended to predict or guarantee the future 
performance of any individual security, market sector or the markets generally. IPI does not undertake to advise you of any change 
in its opinions or the information contained in this report. The information contained herein constitutes general information and is 
not directed to, designed for, or individually tailored to, any particular investor or potential investor. 

This report is not intended to be a client-specific suitability analysis or recommendation, an offer to participate in any investment, 
or a recommendation to buy, hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select 
an asset class or investment product based on performance alone. Consider all relevant information, including your existing 
portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. 

This communication is provided for informational purposes only and is not an offer, recommendation or solicitation to buy or sell 
any security or other investment. This communication does not constitute, nor should it be regarded as, investment research or a 
research report, a securities or investment recommendation, nor does it provide information reasonably sufficient upon which to 
base an investment decision. Additional analysis of your or your client’s specific parameters would be required to make an 
investment decision. This communication is not based on the investment objectives, strategies, goals, financial circumstances, 
needs or risk tolerance of any client or portfolio and is not presented as suitable to any other particular client or portfolio. 
Securities and investment advice offered through Investment Planners, Inc. (Member FINRA/SIPC) and IPI Wealth Management, 
Inc., 226 W. Eldorado Street, Decatur,  IL 62522. 217-425-6340. 

  



 

 

 


