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“For Many Big Businesses, 2020 Was a Surprisingly Good Year,” so said a December 18th story in the Wall
Street Journal. We see it reflected in equities.

Figure 1 Highlights the steep selloff in March, followed by the subsequent rally
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We counsel that market pullbacks are a natural part of the investing landscape, though we acknowledge
that the 33.9% peak-to-trough decline in the S&P 500 occurred in only one month.
Yet, let’s take a moment to review Figure 2.

Figure 2 Highlights the annual return for the S&P 500 Index, including dividends,
and the maximum pullback during each year

Since 1980, the average annual intra-year pullback in the S&P 500 has been 14.2%; yet, the S&P 500 has
averaged a 13% advance each year (including dividends).
Here are some additional data points. From 1980 to 2020 (41 years), there have been:

·
·

7 down years, with the average decline during a down year of -13.1%
34 up years, with the average increase during an up year of +18.4%
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The only time we’ve had back-to-back declines was
2000-2002 (stock bubble bursting).

·
·

21 out of 41 years, we’ve had pullbacks of 10%
or more, or an average of every 1.95 years.
6 of the 41 years saw pullbacks of 20% or more,
or an average of every 6.83 years.

Figure 2 illustrates the long-term upward bias in
stocks.
Changes in sentiment can force stocks lower over
shorter periods, but favorable economic
fundamentals have helped fuel longer-term gains.

Autos, home improvement, online retailers,
streaming services, housing, and big box retailers
deemed to be essential did very well during the
pandemic.

However, oil and gas, mom and pop outfits, and
traditional department stores suffered.
The same could be said of businesses that rely on
person-to-person interactions, including movie
theaters, sporting events, restaurants, concerts, air
travel, and hotels.

It has been the tale of two economies.

A Review

A Look A h e ad

The economic shutdown triggered the first bear
market since the 2008 financial crisis. But there
were two important catalysts that helped fuel the
subsequent rally.

While cautious optimism prevails, the path of the

First, the Federal Reserve went far beyond
measures announced during 2008. Second,
Congress passed the $2 trillion CARES Act, which
provided generous benefits for the unemployed,
while aiding households, and small and larger
businesses.
The CARES Act and the Fed couldn’t prevent the
worst quarterly decline in GDP we’ve ever
experienced, but it helped set the stage for a sharp
economic rebound in Q3.
Record low interest rates, coupled with economic
growth, played a big role in the market’s rally.
Still, the pandemic created distortions in behavior.
Technology performed admirably, and you see it
reflected in the outperformance of the tech-heavy
Nasdaq.
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economy is likely to depend on the course of the
virus. The likelihood that vaccines will be widely
available by June could provide a significant boost
to sectors hit hard by social distancing. But
distribution of the vaccines must accelerate soon.

Just as investors sniffed out the robust Q3
economic recovery, record highs in December
suggest we’ll see further improvement next year,
though expect the recovery to be uneven.
Of course, there are always risks.
The Fed is unlikely to lift short-term rates in the
new year. But could investors be too complacent
regarding bond yields, which many believe are
expected to remain low in 2021?
Could inflation unexpectedly rise amid the heavy
injections of fiscal stimulus and cash into the
economy? And when stocks are priced for
perfection, unexpected bad news can create
volatility.
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Investor’s  

corner
There are many factors outside of anyone’s
control—particularly market forces. At Everspire
we humbly acknowledge this reality and plan
accordingly. Humility in this instance makes us
stronger. We choose to have laser focus on the
items within our control. Our devotion to financial
planning has protected fortunes from being lost,
turned lifelong dreams into realities, avoided
postponing opportunities that may never have
returned, and provided peace of mind in a world
that can appear to be in complete disharmony.
We are forever grateful and humbled that you have
entrusted Everspire with your confidence. We do
not take your trust lightly and look forward to a
prosperous 2021.
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The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly. Past performance does not guarantee future results.

The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly. Past performance does not guarantee future results.

The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly. Past performance does not guarantee future results.

The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past performance does not guarantee future results.

CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results.

CME Group continuous contract; Prices can and do vary; past performance does not guarantee future results.

It is important that you do not use this e-mail to request or authorize the purchase or sale of any security or commodity, or to request any other transactions. Any such request, orders or
instructions will not be accepted and will not be processed.


All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a solicitation to buy, hold, or sell any securities. Nothing
contained herein constitutes tax, legal, insurance, or investment advice.


Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities and commodities mentioned in this report may not be suitable for
everyone.


U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of return and guaranteed principal value. U.S. government bonds
are issued and guaranteed as to the timely payment of principal and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations
of the U.S. government.


Past performance is not a guarantee of future results. 


Different investments involve different degrees of risk, and there can be no assurance that the future performance of any investment, security, commodity or investment strategy that is
referenced will be profitable or be suitable for your portfolio. 


The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete. The information contained in this
report does not purport to be a complete description of the securities, markets, or developments referred to in this material. 


The information contained is not a complete summary or statement of all available data necessary for making an investment decision and does not constitute a recommendation.


Before making any investments or making any type of investment decision, please consult with your financial advisor and determine how a security may fit into your investment portfolio,
how a decision may affect your financial position and how it may impact your financial goals.


All opinions are subject to change without notice in response to changing market and/or economic conditions.
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