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Q1 2021 – Market Commentary 

• At its March meeting, the U.S. Federal Reserve reiterated its commitment to keep interest rates near 0% at least 
until the end of 2023 or until more sustained progress is made in U.S. employment and inflation levels move above 
its 2.0% annual target. The Fed’s confirmation of its dovish policy position despite rising inflationary expectations 
and accelerating economic activity emboldened stock investors but worried bond investors.   

• A $1.9 trillion fiscal stimulus plan was passed in March, bringing the total U.S. fiscal stimulus to $4 trillion since the 
start of the C-19 pandemic.  Along with substantial monetary support, rising consumer confidence and C-19 
vaccination progress, global stock markets had a strong start to the year.   

• The U.S. stock market hit another all-time high with small cap stocks leading the way.  Value stocks continued their 
strong run, outperforming growth stocks by a wide margin.    The Russell 2000 Value Index of small cap value 
stocks was the strongest performing segment of U.S. stocks at +21.2% compared to +6.2% for the S&P 500 Index.   

• Non-U.S. stocks trailed U.S. stocks as C-19 vaccinations and economic recovery, particularly in Europe, have lagged 
the progress being made in the U.S. The U.S. dollar strengthened against most foreign currencies.   The MSCI ACWI 
Ex U.S. Index returned +3.5% and the MSCI Emerging Markets Index returned +2.3% compared to the +6.4% return 
of the broad U.S. benchmark Russell 3000 Index.  

• Bond yields made a large move higher as optimism over higher economic growth and rising inflationary pressures 
negatively impacted bond prices.  The 10-year U.S. Treasury yield nearly doubled and finished the first quarter at 
1.74%, up substantially from 0.92% at 12/31/20 and is approaching the level it was at prior early 2020.  

• Bond prices struggled in the face of rising inflationary expectations.  The BB Aggregate Bond Index had its worst 
quarter since 2016, returning -3.4%. Longer duration bonds did even worse with the Bloomberg Barclays Long-
Term Treasury Index returning -13.5% for the quarter.   

• Gold struggled during the first quarter as rising real bond yields and a strengthening U.S. dollar created headwinds.  
Oil rallied as the U.S economic activity improved, and OPEC remained disciplined on supply. 

• Bitcoin generated another bubble-like return of just over 100% as institutional adoption accelerated and more 
investors are considering digital currencies as an alternative asset class.   

• Balanced portfolios had a solid quarter with the average fund as measured by Morningstar returning +4.0%.   
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1 Data sourced from Barclays, Market Watch, MSCI, Russell and Standard & Poors 
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