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Chart ref lects price 
changes,  not total 

return.  Because it  does 
not include dividends 
or splits ,  it  should not 
be used to benchmark 
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specific investments.

The overwhelming sentiment entering January 2021 was the market could only improve 
on the previous year. Unfortunately, January did not start on a high note. During the first 
week, protesters stormed the United States Capitol, leading to violence, the disruption of 
the presidential election certification and several deaths. Nevertheless, the inauguration of 
Joe Biden as our 46th president took place as scheduled. January also saw the emergence of 
virus mutations, the uneven distribution of COVID-19 vaccines and the gradual relaxation of 
pandemic-related restrictions. A new phenomenon in stock price manipulation emerged in 
January involving several companies, including a video-game company. Ultimately, stocks closed 
the month mixed, with the Russell 2000 and the Nasdaq gaining, while the Dow and the S&P 500 
fell. 

Major equity indexes reached record highs in February, only to pull back by the end of the 
month. Fearful of mounting inflationary pressures, investors favored value stocks over growth, 
pushing small- and mid-cap stocks higher. Investors were encouraged by President Biden’s $1.9 
trillion stimulus proposal, accelerated vaccine distribution and better-than-expected fourth-
quarter corporate earnings. By the end of February, each of the benchmark indexes listed here 
advanced, led by the Russell 2000 growth of more than 6.0%. The yield on 10-year Treasuries, 
the U.S. dollar and crude oil prices built on their January gains. Only 50,000 new jobs were 
added in February, although unemployment claims decreased.

Stocks continued to push higher in March. Several of the benchmark indexes posted noteworthy 
gains including the Dow (6.6%), the S&P 500 (4.2%) and the Global Dow (4.0%). The Russell 
2000 (0.9%) and the Nasdaq (0.4%) advanced moderately. Among the sectors, industrials (8.1%), 
utilities (7.4%), consumer staples (6.5%) and materials (6.4%) led the way. Treasury yields and the 
dollar advanced, while crude oil prices and gold fell.

The first quarter was eventful. Additional federal stimulus payments lined many pocketbooks; 
a group of amateur traders banded together through social media to drive shares of a video 
gaming company to astronomical heights; interest rates jumped, stoking fears that inflationary 
pressures were rapidly building and equities ultimately enjoyed robust returns. Tech shares, 
which had driven the market for much of 2020, slumped during the quarter but still gained 
enough ground to push the Nasdaq up by almost 3.0%. Energy shares posted some of the 
biggest gains in the quarter, with that market sector surging over 30.6%. Financials jumped 
18.0%, followed by industrials (12.0%), materials (10.8%) and real estate (10.0%). Only information 
technology failed to advance by the end of the quarter. The yield on 10-year Treasuries climbed 
more than 80 basis points. Crude oil prices increased, and the dollar rose. Gold prices fell nearly 
10.0% in the first quarter. 

Market/Index 2020 Close As of March 31 Monthly 
Change

Quarterly 
Change

YTD 
Change

DJIA 30,606.48 32,981.55 6.62% 7.76% 7.76%

Nasdaq 12,888.28 13,246.87 0.41% 2.78% 2.78%

S&P 500 3,756.07 3,972.89 4.24% 5.77% 5.77%

Russell 2000 1,974.86 2,220.52 0.88% 12.44% 12.44%

Global Dow 3,487.52 3,813.59 3.98% 9.35% 9.35%

Fed. Funds 1.00%-0.25% 0.00%-0.25% 0 bps 0 bps 0 bps

10-year Treasury 0.91% 1.74% 28 bps 83 bps 83 bps



After pushing interest rates gradually upward for three
years, the Federal Reserve dropped the benchmark
federal funds rate to near zero (0%–0.25%) in March
2020 to help mitigate the economic damage caused by
COVID-19.¹ The funds rate affects many short-term
interest rates, including the rates on money market
mutual funds, which were already low to begin with.

The average monthly yield on 30-day taxable money
market funds dropped steadily after the Fed’s move
and was down to 0.03% by the end of 2020, equivalent
to an annual percentage rate of about 0.36%.²
Considering the rock-bottom rates on some short-term
investments, this is higher than might be expected but
well below the rate of inflation.³ Even so, investors
held about $4.3 trillion in money market funds.⁴

What’s the appeal with such a low return? Stability and
liquidity.

Cash Alternatives
Money market funds are mutual funds that invest in
cash alternatives, usually short-term debt. They seek
to preserve a stable value of $1 per share and can
generally be liquidated fairly easily.

Money market funds are typically used as the “sweep
account” for clearing brokerage transactions, and
investors often keep cash proceeds in the fund on a
temporary basis while looking for another investment.
In a volatile market, it’s not unusual to see large shifts
into money market funds as investors pull out of riskier
investments and wait for an opportunity to reinvest.

Short Term vs. Long Term
Money market funds can also be useful to keep
emergency funds or other funds that might be needed
quickly, such as a down payment on a home. If you
are retired or near retirement, it might make sense to
use money market funds for near-term expenses

and/or to hold funds in a traditional IRA for required
minimum distributions, so you do not have to sell more
volatile assets.

For a long-term investing strategy, however, money
market funds are a questionable choice. You might
keep some assets in these funds to balance riskier
investments, but low yields over time can expose your
assets to inflation risk — the potential loss of purchasing
power — along with the lost opportunity to pursue
growth through other investments. This could change if
interest rates rise, but the Fed projects that the federal
funds rate will remain in the 0% to 0.25% range
through the end of 2023.5 

 
Annual Returns on Money Market Mutual Funds

Source: Refinitiv, 2021, 30-Day Money Market Index — All Taxable, for the period 12/31/1999 to 
12/31/2020. The performance of an unmanaged index is not indicative of the performance of any 
specific security. Individuals cannot invest directly in an index. Past performance is not a guarantee 
of future results. Actual results will vary. 
 
Money market funds are neither insured nor guaranteed by the Federal Deposit Insurance 
Corporation or any other government agency. Although money market funds seek to preserve the 
value of your investment at $1.00 per share, it is possible to lose money by investing in such a fund. 
Mutual funds are sold by prospectus. Please consider the investment objectives, risks, charges, and 
expenses carefully before investing. The prospectus, which contains this and other information 
about the investment company, can be obtained from your financial professional. Be sure to read the 
prospectus carefully before deciding whether to invest. 

1, 5) Federal Reserve, 2020
2) Refinitiv, 30-Day Money Market Index — All Taxable, for the period
12/31/2019 to 12/31/2020
3) U.S. Bureau of Labor Statistics, 2021
4) Investment Company Institute, 2021 (data as of 12/29/2020)

MONEY MARKET FUNDS IN A LOW RATE ENVIRONMENT



Data sources: Economic: Based on data from U.S. Bureau of Labor Statistics (unemployment, inflation); U.S. Department of Commerce (GDP, corporate profits, retail sales, housing); S&P/Case-Shiller 20-City Composite Index (home prices); Institute for Supply Management (manufacturing/services). Performance: Based on data 
reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S. Energy Information Administration/Bloomberg.com Market Data (oil spot price, WTI Cushing, OK); www.goldprice.org (spot gold/silver); Oanda/FX Street (currency exchange rates). News items are based on reports from multiple commonly 
available international news sources (i.e. wire services) and are independently verified when necessary with secondary sources such as government agencies, corporate press releases, or trade organizations. All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or 
completeness. Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any securities, and should not be relied on as financial advice. Past performance is no guarantee of future results. All investing involves risk, including the potential loss of principal, and there can 
be no guarantee that any investing strategy will be successful. Prepared by Broadridge Advisor Solutions Copyright 2021.

If we’ve learned any lesson over the past year, it’s that
no matter how carefully we plan and prepare, we’ll
likely encounter unexpected hurdles. While a global
pandemic has certainly underscored the need to pay
close attention to our physical wellness, it has also
revealed the need to shore up our financial wellness.

According to PwC’s 9th Annual Financial Wellness
Survey conducted in January 2020, financial matters
were the top cause of stress for employees even well
before the pandemic hit in earnest. More than
one-third of full-time employed millennials, Gen Xers,
and baby boomers had less than $1,000 in emergency
savings. Only 29% of women said they would be able
to cover their basic necessities if they found
themselves out of work for an extended period,
compared with 55% of men. And more than half of
millennials and Gen Xers and 35% of baby boomers
said they would likely use their retirement funds for
something other than retirement, with most noting it
would be for an unexpected expense or medical bills.¹

Although tapping your retirement savings can help you
get through a crisis, it can hinder your ability to afford a
comfortable retirement. Having a plan to guard your
financial wellness throughout your working years can
help you avoid putting your retirement at risk.

WHAT IS FINANCIAL WELLNESS?
The Consumer Financial Protection Bureau (CFPB)
defines financial well-being as:²  

1. Having control over day-to-day and month-to-month 
finances. In order to achieve this, your expenses need 
to be lower than your income. 

2. Maintaining the capacity to absorb a financial shock. 
This typically refers to having adequate emergency 
savings and insurance. 

3. Being on track to meet financial goals, meaning you 
have either a formal or informal plan to meet your 
goals and you are actively pursuing them. 

4. Having the financial freedom to make choices that 
allow you to enjoy life, such as a splurge vacation.

The CFPB has identified several key factors that
contribute to an individual’s ability to achieve financial
well-being. Among them are: (1) having the skills
needed to find, process, and use relevant financial
information when it’s needed; and (2) exhibiting
day-to-day financial behaviors and saving habits.

ASSISTANCE IS AVAILABLE
Many employers have begun offering financial
wellness benefits over the past decade. These
programs have evolved from a focus on basic
retirement readiness to those addressing broader
financial challenges such as health-care costs, general
finance and budgeting, and credit/debt management.³

If you have access to work-based financial wellness
benefits, be sure to take time and explore all that is
offered. The education and services can provide
valuable information and help you build the skills to
make sound decisions in challenging circumstances.

In addition, a financial professional can become a
trusted coach throughout your life. A qualified financial
professional can provide an objective third-party view
during tough times, while helping you anticipate and
manage challenges and risks and, most important,
stay on course toward a comfortable retirement.
1) PwC, May 2020  2) Consumer Financial Protection Bureau, January 2015
3) Employee Benefit Research Institute, October 2020

A FINANCIAL WELLNESS PLAN CAN HELP PAVE 
THE ROAD TO RETIREMENT

PRESENT FUTURE
Security Control over your day-to-day, month-to-month finances Capacity to absorb a financial shock

Freedom of choice Financial freedom to make choices to enjoy life On track to meet your financial goals

Source: CFPB, September 2017

THE FOUR ELEMENTS OF FINANCIAL WELL-BEING



HELP US GROW
Do you know someone who could benefit from our services?

Our goal is to offer service to several other clients just like 
you! We would be honored if you would:

• Bring a guest to an event we are hosting (being held 
virtually for now) 

• Refer a friend to come to our office for a complimentary 
financial check up (being held virtually for now)

This information is not intended to be a substitute for specific individualized tax, legal or 
investment planning advice. We suggest that you discuss your specific tax issues with a qualified 
tax advisor. 

Securities offered through Royal Alliance Associates, Inc. (RAA), member FINRA/
SIPC. Investment advisory services offered through Focus Financial.  RAA is sep-
arately owned and other entities and/or marketing names, products or services 
referenced here are independent of RAA.
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FOUR THINGS INVESTORS SHOULD 
KNOW ABOUT STOCK SPLITS

In 2020, three companies in the S&P 500 index
announced plans for stock share splits, down from 
102 companies in 1997 and seven in 2016.¹ As an 
investor, you may wonder what a stock split is 
and how it might affect your portfolio. Although 
splitting stock shares has been much less common 
in recent years, it’s usually newsworthy when a 
high-profile company announces a planned split. 

1. What is a stock split? A company may decide to
lower the price of its stock by splitting each
outstanding share into more than one share. With 
a traditional stock split, more shares are available, 
but the total value of all the shares (the company’s 
stock market capitalization) remains the same. For 
example, if a company announces a 2-for-1 split 
and you owned one share worth $100, you would 
own two shares worth $50 each. 

2. Why do companies split their stock? Typically,
stock splits occur when the price of individual 
shares has risen to a level that might discourage 
potential investors. More affordable share prices 
are thought to improve the liquidity, or the ease 
with which shares are bought and sold. Companies 
may also split stock to show management’s 
confidence in the future performance of the stock, 
as well as to stir up interest in the stock if it has 
been languishing. 

3. What is a reverse stock split? In order to 
increase the per-share price of a stock, companies 
might opt for a reverse stock split, which creates 
one share from multiple shares. One reason why 
a company might issue a reverse stock split is to 
satisfy a stock exchange’s minimum share price. 
By decreasing the number of shares outstanding, 
the company boosts its stock price. Reverse stock 
splits could also make a company’s stock more 
appealing to investors who might perceive it as 
more valuable at a higher stock price. 

4. How do stock splits affect investors? A common
misconception is that splits automatically increase 
the value of an investor’s holdings. In reality, the 
number of shares owned is increased in proportion 
to the reduced price per share, so the total value 
of an investor’s holdings remains the same. Stock 
splits generally have no impact on the broader 
stock market or the fundamental value of the stock. 
Some argue that they may potentially pose at least 
one advantage to shareholders: A stock split draws 
wider attention to a company’s rising share price 
and the fact that it has been doing well.

The return and principal value of stocks fluctuate 
with changes in market conditions. Shares, when 
sold, may be worth more or less than their original 
cost. Past performance is not a guarantee of future 
results. 1.) The Wall Street Journal, August 28, 2020


