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2020 holds many lessons for investors, not the least of which is that Market prices quickly 
reflect new information about the future. From it’s peak on February 19th, 2020 the S&P 500 
(the broadest measure of US stocks) fell 34% in less than 5 weeks, as the news headlines 
suggested more extreme outcomes from the pandemic. But the recovery would be swift as 
well, on news of potential vaccine development. As more information becomes available, the 
S&P 500 gained 18% from its March low in just three trading days. This highlights the vital 
role of data in setting market expectations and underscored how quickly prices adjust to new 
information. 

One major theme of the year was the perceived disconnect between Markets and the 
economy. As the article from Dimensional examines <here>, the question on the minds of 
many investors was how could the equity markets recover and reach new highs when the 
economic news was so bleak? The answer to this conundrum is that investors looked past the 
short term negative impact of Covid-19 and determined that the economy was otherwise 
fundamentally sound,  and that there would be an eventual return to more normal conditions 
-and sooner than later. Seen through that lens, the rebound in shares prices reflected a 
Market that is always looking ahead, incorporating both current news and expectations of the 
future into stock prices. 

The rally in the Market was uneven though, and one only has to look at Exxon -the world’s 
largest public ally traded Oil & Gas company and Tesla -the leader in electric cars to see this 
point. The former lost half its value in 2020, while Elon Musks’ Tesla gained a whopping 650%. This of course is indicative of something much larger than the 
pandemic of course, and illustrates the tectonic shift in energy consumption from non-renewables to renewables. Like all years with economic turmoil, some firms 
fared poorly and others saw record growth, so a diversified approach that includes owning a broad range of companies served investors well. It is our position that 
this will hold true for the medium to long term as well. 

We stuck to our knitting last year, even when Markets looked grim. It was this consistent investment approach that once again proved to be a reliable path, 
notwithstanding Market events. Patient capital won out in 2020, while nervous investors watched their money sit on the sidelines doing nothing. As we move into 
2021 many questions remain about the pandemic, new vaccines, business activity, changes in how people work and socialize, and the direction of global Markets. 
One certainty amidst these questions is that Markets will continue to function and incorporate information into stock and bond prices. Building wealth requires 
harnessing the power of capital Markets and this is best done by staying the course -even in challenging times. 

Be safe, be well!

Martin 

https://www.dimensional.com/ca-en/insights/market-review-2020-looking-back-on-an-unprecedented-year

