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Greetings! 
 
MARKET COMMENTARY 
Equity returns since the March-2020 lows have been substantial in many individual securities and sectors, volatility has 
been relatively muted, and market participants have been exuberant going long and short speculative stocks.  

Vaccine developments continued to bolster positive sentiment within the “re-opening” theme with Johnson & Johnson 
recently announcing a single-shot vaccine that was 85% effective in preventing severe diseases in a Phase 3 study.1 The 
U.S. has delivered ~100M doses of vaccines across the country with 78M already administered. 26.8M people have 
received both doses implying ~8% of the total U.S. population has been fully vaccinated. Moderna, Inc. released a 
statement indicating it can provide more than 40M doses of its vaccine per month by April. 2 

According to the Bureau of Labor Statistics (BLS), the civilian unemployment level for the month of February of 6.3% is 
down from 14.8% during the initial COVID-19 lock-downs in April 2020, but up from a 20-year unemployment low in 
February 2020 of 3.5%.3 Meanwhile, the Institute for Supply-Chain Management (ISM) index on business activity 
continues to point to accelerating growth on the manufacturing side with readings reflecting a solid economic upcycle. 
The services economy, which was hardest hit by COVID-19, is also showing strength across numerous sectors as well.4 

In late-February however (almost overnight it seemed), the strong demand data exacerbated existing inflation fears and 
market participants sold long-term government bonds (as fixed interest payments decline in real value terms), and yield 
on the 10-Year Bond rose 32% from 1.09% to 1.44% in the month.5 Stock/bond prices are a function of an 
uncertain/certain stream of cash flows in the future, discounted back to today. When inflation increases, a higher 
discount factor is applied to said cash flows, resulting in the lower prices we briefly saw in late-February. Additionally, the 
end of the month saw a spike in the volatility index to a slightly concerning level, but the increase was very short-lived as 
total market trading volume was weak, and stocks/bonds stabilized by month’s end.  

For the month and YTD, the technology sector, which has been the catalyst behind much of the equity market gains for 
the past few years, trailed the broader market slightly. Higher inflation drives higher discount rates applied to these 
growth expectations and as a result, prices were under pressure compared to what investors have become accustomed to 
within the large cap Technology space during the low interest rate regimes post-2018. 

 

WHAT’S NEXT? 
Sector and asset class returns during the month of January & February were very consistent with our broad economic 
views that the U.S. is in the midst of a reflationary cycle; meaning the year-on-year growth rates in GDP growth AND 
inflation are improving.  Regarding growth, the previously mentioned ISM data should translate into robust reported 
earnings from U.S. corporations on a year-over-year growth basis in 1HCY21 due to a very low base level created by 
COVID-19.   

Given the rise in commodity prices in February, the current market narrative centers around an inflationary breakout. 
Individuals see this phenomenon arising in food, shelter, and gasoline prices. U.S. corporations are reporting raw material 
shortages across numerous sectors as plant manager’s struggle to balance improving demand with limited capacity. As a 
result, commodity prices continue to accelerate to the upside as well. This could bode well for more “old economy” 
sectors such as Energy, Industrials, and Materials which are relatively more dependent on inflation dynamics. Higher 
inflation typically results in higher long-term interest rates as well which is a headwind for Treasury bonds.   



 

 

We believe when more normalized year-on-year comparisons arise mid-2021 and into 2022, corporate earnings growth 
(relative to today) will appear less stellar. Over the next few months we expect market participants to begin discounting a 
potential demand down-cycle in 2022 and there might be some bumps along the road as the “true” picture of the U.S. 
economy is revealed in the Summer/Fall of 2021.  The stock market is a discounting mechanism meaning current prices 
reflect investor’s expectations of the future. That said, with accommodative monetary policy and fiscal stimulus in the 
pipeline, stock prices may prove, yet again, resilient to all economic backdrops.  

As always, if you have any questions or would like to discuss your accounts or financial situation further, please call your 
advisor directly or email us at clientservices@benchmarkfinancial.info. Please visit our website 
at www.benchmarkfinancial.info  for more information on our planning services.   
  
Sincerely, 
Benchmark Financial 

 
1 https://www.jnj.com/johnson-johnson-covid-19-vaccine-authorized-by-u-s-fda-for-emergency-usefirst-single-shot-vaccine-in-fight-
against-global-pandemic 
2 https://www.modernatx.com/covid19vaccine-eua/providers/dosing-administration 
3 https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm 
4 https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-business/pmi/february/  
5 https://app.koyfin.com/gyld 
 
Any opinions expressed on this email are the opinion or view of Benchmark Financial and/or an advisor of Benchmark Financial and 
these opinions are subject to change at any time without notice. The content is developed from sources believed to be providing 
accurate information. Any comments or postings are provided for informational purposes only and does not represent an offer of or a 
solicitation for advisory services in any state/jurisdiction of the United States or any country where the firm is not registered, notice 
filed, or exempt.  Readers should conduct their own review and exercise judgment prior to investing and should carefully consider 
their own investment objectives and not rely on any post, chart, graph or marketing piece to make a decision. Investments are not 
guaranteed, involve risk and may result in a loss of principal. Past performance does not guarantee future results. Investments are not 
suitable for all types of investors. Benchmark Financial is not a broker dealer and does not offer tax or legal advice. Please consult your 
tax or legal advisor for assistance regarding your individual situation. 

 

Benchmark Financial Wealth Advisors is an independent advisory firm providing wealth guidance, investment management, financial 
planning and qualified retirement plan services. We counsel individuals, families and business owners on an ongoing basis. As a 
fiduciary, we serve as an advocate for our clients, providing objective advice and comprehensive guidance across all aspects of our 
clients’ financial lives. 
 
Investment Advisory Services offered through Benchmark Financial Wealth Advisors LLC, an SEC Registered Investment Advisor. 
Registration does not imply a certain level of skill or training. Fixed insurance products offered through Benchmark Financial Insurance 
Advisors LLC. Benchmark Financial Wealth Advisors LLC and Benchmark Financial Insurance Advisors LLC are separate entities. 
Additional information about Benchmark Financial and our advisors is also available online at www.adviserinfo.sec.gov.  
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