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That’s a Wrap 
Here we are, the last 2 Cents of 2020! To say this year was eventful for the 
markets would be an understatement. From pre-COVID highs in mid-Feb to 
market bottom one month later, the S&P 500 dropped over 30%. By mid-May, 
the market had recovered half of what it lost and by mid-August, the market 
had returned to those pre-COVID Feb highs. We’ve dealt with quite a bit of 
volatility the last few months; whether it was the election, or vaccine news, 
COVID hotspots or dashed hopes of further stimulus. In the end, investors 
have gained some clarity and markets have been happily humming along 
(more or less) since the election. YTD, the S&P 500 is +13.6% and the DJI 
+4.7%. In Nov, the DJI rose 11.8%, outperforming the S&P by a about a 
percent in what were clear signs of sector rotation out of mega cap growth 
(think FAANG stocks) and into value. We are encouraged by recent macro 
trends, the market trajectory and general direction we are headed, and hope 
things will remain smooth as we approach 2021, but with the virus expected 
to surge through the winter, it’s difficult to say that’s a wrap to these 
uncertain times, though the light at the end of this dark tunnel is now visible. 

Stimulus Talks Revived, Vaccines on the Way 

With the election out of the way and some relief measures set to expire end 
of year, a slew of proposals has surfaced. Among them is a $900 billion 
bipartisan stimulus package introduced this week. That’s down from 
democrats’ $2.4 trillion package though more than republicans’ $650 billion 
proposal -- we will see if this one pans out. Biden is expected to push for more 
aid once in office. The UK just granted emergency use for the Pfizer/BioNTech 
SE vaccine set to be distributed within days. Granting vaccine use does not 
change the supply constraints, pre-orders or order of distribution of vaccines, 
but it’s progress. In the US, the CDC is expected to announce this month that 
healthcare workers and long-term care residents will be the first 20 million 
people able to be vaccinated. Vaccine supply is expected to increase as 2021 
moves along, though the roll out is expected to take several months. 

Winter COVID Dampens Expectations for 2021 Growth Despite Vaccines 

Government restrictions and consumers’ fear of infection will continue to 
weigh on the global economy well into next year, even as vaccine 
developments offer hope of an end to the pandemic, according to the 
Organization for Economic Opportunity and Development1. Growth in the 
global economy in 2021 is not expected to make up for that lost in 2020, but it 
will come close. Forecasts now call for 4.2% global growth in 2021 -- 3.2% for 
the US from 4% previously and 3.6% for the Eurozone, down from 5.1%; China 
is expected to grow 8% (unchanged) and represents a third of 2021 global 
growth. We lay all this out there to underline the tendency of markets to 
trade on expectations of what will be, not what is. These forecasts were 
reduced, and markets quickly react and adjust. Should actual growth begin to 
trend better (or worse) than expectations, markets will again adjust. 

Market Rotation into Value Indicating Broader Market Recovery 

This past month we saw the market rally significantly, though not everything 
rises and falls at the same time or with the same cadence. We often quote the 

 
1 Hannon; “Global Economy Faces Hard Winter Despite Covid-19 Vaccine Hopes”; 12/1/20; WSJ 



performance of the S&P 500, but it doesn’t paint a true picture of the overall 
market. FAANG stocks (Facebook, Apple, Amazon, Netflix and Google) 
represent about 20% of the entire S&P 500, these mega-caps have given the 
index a mega-boost since market bottom. They were “safe” because they 
were in-demand, quality names and the pandemic benefited their businesses. 
While counterintuitive, it’s a rather bearish stance when mega-cap growth 
stocks rally and the broader market does not; it’s seen as the safe place to 
hide until the storm passes. When investors begin to venture away from these 
names and into the broader market, we begin to see a true recovery. This is 
sector rotation and it became very apparent end of Q3, though has waxed and 
waned with market volatility. We cannot stress enough that a diversified 
portfolio, across several asset classes and varied investment styles is a 
superior long-term approach to investing.  

PLANNING 

CARES Act and Charitable Giving for 2020 

If you’ve thought about gifting this year, the CARES Act has some changes in 
store for deductions. We encourage you to speak with us about Roth 
conversions and your accountant about your personal tax situation if you are 
giving/planning to give this year.  

• For itemized deductions, the CARES Act allows for cash gifts to public 
charities to be deducted up to 100% of Adjusted Gross Income for 
2020.  

• If choosing the standard deduction for 2020, CARES Act provides for a 
100% deduction for donations up to $300. 

• Anyone over 70.5 years with a Roth or Traditional IRA can distribute 
up to $100,000 to a public charity without paying income tax on the 
distribution as part of the CARES Act. This provides a unique 
opportunity to convert a traditional IRA to a Roth IRA and 
simultaneously gift cash to a public charity, thus offsetting the income 
tax liability of the conversion.  

 

TEAM UPDATES 

We hope you can join us on Dec. 9th at 12PM PST as Dr. Gabriela Bronson-
Castain, clinical psychologist will be our guest and leading a discussion on how 
to manage stress, anxiety, and other mental health challenges that have 
surfaced in our kids during the pandemic.  
RSVP to receive the Zoom link to this event: RSVP Here 

We wish you happiness and good health into the new year!  
Kristin & Team 
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