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Q4 2020 – Market Commentary 

• Despite another global wave of the COVID-19 cases and related individual and economic restrictions, global 
financial markets largely remained in a “risk-on” mode during the final quarter of 2020.  Financial assets benefited 
from the approval of two C-19 vaccines, ongoing central bank policy support, another $1 trillion U.S. fiscal stimulus 
package, and the outcome of the U.S. elections.   

• Global financial assets soared, and the U.S. stock markets hit all-time highs.  Speculative trading activity remained 
a dominant theme, as indicated by options trading volumes, SPAC issuance, IPO price action, and Bitcoin’s parabolic 
price increase. 

• Stock returns broadened beyond U.S. growth stocks as investors anticipated continued economic 
recovery/normalization in 2021. As a result, cyclical stocks outperformed defensives and U.S. small cap stocks lead 
global equity markets with the highest quarterly return on record, exceeding +30%.   

• As expectations for a broader economic recovery took hold, value stocks also experienced an outsized quarter of 
returns and outperformed growth stocks. The Russell 1000 Value Index returned over 16% and outperformed the 
Russell 1000 Growth Index by nearly 5%, while the Russell 2000 Value Index returned 33% and outperformed small 
cap growth stocks by about 4% during the quarter.   

• Non-U.S. stocks outperformed the broad U.S. stock indices, helped by strengthening currencies against the U.S. 
dollar and expectations for a global cyclical recovery. Emerging markets equities returned nearly 20% for the fourth 
quarter.   

• Bond yields rose during the quarter as the expectation of a cyclical recovery increased inflation expectations. The 
10-year U.S. Treasury yield finished the year at 0.92%, up from 0.67% at 9/30/20, but still substantially lower than 
1.92% at the start of 2020. The Fed, through its Quantitative Easing bond policy, remains an outsized buyer of U.S. 
Treasury securities, potentially keeping yields and interest rates in check.  

• Gold finished the year at $1,895 per ounce, virtually unchanged during the fourth quarter, but outperformed global 
stocks with a +25% return for the year. 

• Bitcoin exhibited bubble like price movements as institutional adoption and scarcity value drove its price up over 
150% during the fourth quarter to a record high of $28,950.     

• Given the strong market returns, balanced portfolios also posted strong returns during the quarter.  The average 
balanced fund as measured by Morningstar returned over 10% during the fourth quarter and finished 2020 with a 
return of nearly 12%.  

 

Performance Table 1 

 
 

 
1 Data sourced from Barclays, Market Watch, MSCI, Russell and Standard & Poors 

4Q20 2020 2019 2018 2017

S&P 500  Index (U.S. large/mega cap stocks) 12.2%  18.4%  31.5%  -4.4%  21.8% 

Russell 2000 Index (U.S. small cap stocks) 31.4%  20.0%  25.5%  -11.0%  14.7% 

MSCI EAFE Index (large cap int'l stocks) 16.1%  7.8%  22.0%  -13.8%  25.0% 

MSCI EM Index (emerging markets stocks) 19.7%  18.3%  18.4%  -14.6%  37.3% 

MSCI All Countries World Index (global stocks) 14.7%  16.3%  26.6%  -9.4%  24.0% 

Bloomberg Barclays Aggregate Bond (invt. grade bonds) 0.7%  7.5%  8.7%  0.0% ➔ 3.5% 

Bloomberg Barclays Corp. High Yield (below invt. grade bonds) 6.5%  7.1%  14.3%  -2.1%  7.5% 

Bloomberg Barclays Short-term Treasury (cash) 0.0% ➔ 1.0%  2.5%  1.9%  0.8% 

Bloomberg Barclays Municipal Bond Index 1.9%  5.2%  7.5%  1.3%  5.5% 

Gold 0.3%  25.1%  18.4%  -2.9%  12.5% 

Oil (West Texas Intermediate Crude) 20.4%  -20.9%  31.5%  -25.0%  12.5% 

Bitcoin 169.3%  303.7%  90.3%  -75%  1318% 

Morningstar Balanced Funds Average (50% to 70% stocks) 10.3%  11.7%  19.2%  -5.8%  13.4% 
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