
 

 

 

 

 

 

 

 

1. S&P  500  Ends Year at  All-Time High 

Stocks rallied post-election and ended the quarter up 

+12% ...and +18% for 2020. 

2. Small Caps and Value Stocks Outperform  

After lagging most of the year, small caps and value 

stocks finally outperformed large cap growth and tech 

stocks. 

3. Congress Passes Another Stimulus Bill 

After political brinksmanship, Congress passed another 

supplemental $600B stimulus  bill while indicating more 

is on its way in 2021. 

4.  Fed Maintains Stimulus Plan 

The Fed reaffirmed its commitment to keep interest 

rates low for the next several years and maintained its 

money printing/bond-buying program at $120B per 

month. 

 5. Bitcoin Surges 

Crypto-currency Bitcoin, often called “digital gold”, 

reached all-time highs in Q4, ending the year at nearly 

$29,000 per coin,+300% in 2020 and up +170% in Q4 

alone. 

After a bumpy ride heading into November’s US presidential 

election, stocks experienced a meteoric surge.  This momen-

tum ultimately continued through year-end with the S&P 500 

closing at all-time highs.  

Several features of the Q4 rally are worth pointing out.  Most 

notably, it was led by the first quarter’s worst performing mar-

kets and sectors.  Previous laggards, like cyclicals, small caps, 

and value-oriented sectors, like energy, materials and industri-

als outperformed big technology.  Also, international stocks, 

which tend to have heavier weightings to cyclical sectors vs the 

tech-heavy US indices, outperformed. 

It’s common for periods of strong stock market performance to 

conversely cause the performance of more defensive asset 

classes, like investment grade bonds or precious metals, to fall.  

However, even these assets managed to make minimal gains 

last quarter — only treasuries were slightly down. 

This market action reflects an expectation for more stimulus 

and money printing. The Federal Reserve (Fed) reaffirmed its 

commitment to continue printing money at the pace of $120B 

per month to fund its bond-buying program. Congress man-

aged to pass yet another supplemental stimulus bill before year

-end.  Most anticipate this trend to continue throughout the 

next administration. To follow, we will discuss how these dy-

namics might impact markets in the coming year.  
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After the extraordinary rise in stocks (and nearly every other 

type of asset) in 2020, we frequently get the question “is the 

market in a bubble?”  We don’t think so — at least not yet.  

Instead of a bubble, we think the market’s rise is really 

caused by a flood...of  liquidity, A deluge of money being 

printed by the Fed is being spent by the government.  Many 

believe this condition is unlikely to change with the new con-

gress and administration.  This dramatic increase in the sup-

ply of printed money to fund huge government stimulus is 

propelling markets. We remain cautiously bullish that these 

forces will continue applying upward pressure on prices in 

2021. 

To understand this dynamic, it’s helpful to interpret 2020’s 

market performance not as stocks becoming suddenly 

more valuable, but instead as currencies (like the dollar) los-

ing value relative to stocks because of en masse govern-

ment printing and spending.   

As we’ve explained in previous commentary, the pandemic 

has ushered in a new investment paradigm where valuations 

for all assets, but especially stocks and bonds, may be an-

chored higher for many years to come.  This is thanks to the 

low bond yields engineered by central banks and extraordi-

nary money printing being used to finance huge deficits. 

Furthermore, cash and bonds may no longer be the reliable 

portfolio safeguards or stores of value for the same reasons.  

Lastly, the risk of unwanted future inflation will likely be the 

highest in decades due to record worldwide government 

stimulus — creating the need for inflation protection in your 

portfolio going forward.   

The common thread amongst these underlying forces is the 

influx of money being released by central banks to fund 

enormous government deficit spending, particularly in the 

US.  This drove markets to all-time highs despite the worst 

global economic collapse in history...and are poised to con-

tinue in 2021.   

In such an unusual environment,  we can expect the risks to 

be equally unique. The biggest short-term risks are those 

things capable of  disrupting either 1) the pace and size of 

government spending (i.e. political impasse risk), or 2) the 

Fed’s current low-rates or money printing policy (i.e. surprise 

inflation). While the risk of political impasse has rarely been 

higher in US history — we still believe the political path of 

least resistance is for policymakers to pass more direct and 

program specific stimulus.  At its current pace, we would ex-

pect that the US economy will be back to it’s pre-pandemic 

level soon, but still must make up for two years of missed 
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growth. While few expect inflation to be a problem in the 

coming year, direct government spending does have the 

potential to be far more inflationary than the Fed’s mone-

tary stimulus efforts.  This increases the chances of unex-

pected inflation... major risk worth monitoring.  Inflation risk 

is the most likely reason the Fed would reduce it’s current 

pace of money printing, which is currently almost twice the 

rate it was following the financial crisis of 2008.  

Most people realize that running huge deficits funded by 

printed money must come with longer-term risks. The big-

gest long-term risk of this influx of cash is inadvertently trig-

gering a collapse in global confidence of the US dollar—

precipitating a dramatic fall in its value. 

Damaging global confidence in the USD (and thus impugn-

ing its status as the world’s de facto reserve currency) could 

weaken one of the United States’ great competitive ad-

vantages.  Since the end of WWII, the world has maintained 

an insatiable demand for US dollars thanks to its coveted 

reserve currency status.  The USD’s status has smoothed 

our business cycles, funded our deficits, muted our inflation 

and enabled extraordinary consumer consumption. Losing 

that status could dull these benefits. The final manifestation 

of a meaningful dollar decline would be difficult inflation or 

wealth destruction, especially for those holding cash or 

bonds (generally the retired...who seek principal protection).   

While the above represent a worst case scenario — there is 

a bright side. With nearly every government in the world cur-

rently running the same “print and spend” playbook, the risk 

of the US dollar experiencing a singular collapse relative to 

other currencies is mitigated.  The other good news, in the 

short term, is that risks of this nature take time to build to 

critical mass.  As these risks grow, policy markets will have 

time maneuver—although this might presumably trigger 

heightened market volatility. While these pressures remain 

muted, we expect the US and the other major world powers 

to maintain their current course.   

We believe the wise choice for investors in this current cli-

mate is to remain invested, as opposed to holding cash.  

Specifically we recommend holding a diversified portfolio 

beyond  just stocks and bonds...by supplementing your allo-

cation with inflation protections like real assets, precious 

metals and TIPs. We anticipate the current highly stimula-

tive fiscal environment to continue through 2021, even as 

vaccinations increase and the world steadily normalizes.  If 

so, this environment is likely to reward patient investors with 

well-diversified portfolios — that said,  investors should ex-

pect higher volatility in the future, especially because the 

primary sources of risk will be largely political in nature, and 

therefore unpredictable.  
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This presentation has been prepared solely for informa-

tional purposes and is not an offer, or a solicitation of an 

offer, to buy or sell any securities or products or to partici-

pate in any product or trading strategy. No sale of securities 

will be made in any jurisdiction in which the offer, solicitation, 

or sale is not authorized or to any person to whom it is un-

lawful to make the offer, solicitation, or sale. If any such 

offer of securities or products is made, it will be made pur-

suant to a definitive confidential offering document or oth-

er documentation which contains material information not 

contained herein and to which prospective investors will be 

referred. Any decision to invest in such securities or prod-

ucts should be made solely in reliance upon such documen-

tation and not this presentation.  

Diversification does not eliminate the risk of experiencing 

losses. PAST PERFORMANCE IS NOT AN INDICATION OF 

FUTURE PERFORMANCE. There is no guarantee, express 

or implied, that long-term return and/or volatility targets will 

be achieved. Realized returns and/or volatility may come in 

higher or lower than expected. References to investment 

objectives, target returns or other goals Almanack seeks to 

achieve in managing an account are aspirational only and 

should not be considered a guarantee that such results will 

be achieved.  

Information contained herein is based on data obtained 

from statistical services, company reports or communica-

tions, or other sources, believed reliable. However, we have 

not verified this information, and we make no representa-

tions whatsoever as to its accuracy or completeness.  

 

 

 

 

 

 

 

 

 

 

 

The views and opinions expressed in this presentation rep-

resent those of Almanack Investment Partners, LLC and 

should not be construed otherwise.  

The chart(s)/graph(s) shown is(are) for informational pur-

poses only and should not be considered as a suggestion of 

any investment recommendation, investment strategy, or 

as an offer of advice to buy, sell, or exchange any invest-

ment product or investment vehicle. Past performance 

may not be indicative of future results. While the sources of 

information, including any forward looking statements and 

estimates, included in this(these) chart(s)/graph(s) was 

deemed reliable, Almanack Investment Partners, LLC and 

its affiliates do not guarantee its accuracy. 

Exchange Traded Funds (ETFs) are subject to market risk, 

including the possible loss of principal. The value of the 

portfolio will fluctuate with the value of the underlying secu-

rities. ETF’s are types of securities that derive their value 

from a basket of securities such as stocks, bonds, com-

modities or indices, and trade intra-day on a national secu-

rities exchange. You should not expect an ETF to track its 

underlying assets, underlying index or benchmark. ETFs 

trade like a stock and may trade for less than their net asset 

value.  

No part of this material may be duplicated in any form by 

any means or redistributed without Almanack’s prior written 

consent.   

Almanack Investment Partners, LLC is an SEC Registered 

Investment Advisor.  


