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The Ten Surprises of 2021
These surprises were announced Monday, January 4, 2021. The definition of a
surprise is an event that the average investment professional would assign a one
out of three chance of taking place, but which we believe is probable, having a
better than 50% chance of happening.
1.

Former President Trump starts his own television
network and also plans his 2024 campaign. His lead
program is The Chief, in which he weekly interviews
heads of state and CEOs with management styles like
his own. His virtual interview with Vladimir Putin draws
more viewers than any television program in history.

2. Despite the hostile rhetoric from both sides during the

U.S. presidential campaign, President Biden begins to
restore a constructive diplomatic and trade relationship
with China. China shares lead emerging markets higher.

3. The success of between five and ten vaccines,

together with an improvement in therapeutics,
allows the U.S. to return to some form of “normal” by
Memorial Day 2021. People are generally required to
show proof of vaccination before boarding airplanes
and attending theaters, movies, sporting events
and other large gatherings. The Summer Olympics,
postponed last year, are held in July with spectators
allowed to physically attend.

4. The Justice Department softens its case against Google

and Facebook, persuaded by the argument that the
consumer actually benefits from the services provided
by these companies. Certain divestitures are proposed
and surveillance restrictions are applied, but the broad
effort to break them up loses support, except in Europe.

5. The economy develops momentum on its own because
of pent-up demand, and depressed hospitality and
airline stocks become strong performers. Fiscal and
monetary policy remain historically accommodative.
Nominal economic growth for the full year exceeds 6%
and the unemployment rate falls to 5%. We begin the
longest economic cycle in history, surpassing the cycle
that lasted from 2010 to 2020.

7.

Even as energy company executives cut estimates
for long-term growth, near-term opportunities are
increasing. The return to “normal” increases both
industrial activity and mobility, and the price of West
Texas Intermediate oil rises to $65/bbl. Rig counts
increase and energy high yield bonds rally soundly.
Energy stocks are among the best performers in 2021.

8. The equity market broadens out. Stocks beyond health

care and technology participate in the rise in prices.
“Risk on” is not without risk and the market corrects
almost 20% in the first half, but the S&P 500 trades at
4,500 later in the year. Cyclicals lead defensives, small
caps beat large caps and the “K” shaped equity market
recovery unwinds. Big cap tech is the source of liquidity,
and the stocks are laggards for the year.

9. The surge in economic growth causes the 10-year

Treasury yield to rise to 2%. The yield curve steepens,
but a concomitant increase in inflation keeps real rates
near zero. The Fed wants the strength in housing and
autos to continue. As a result, it extends the duration
of bond purchases in order to prevent higher rates at
the long end of the curve from choking off credit to
consumers and businesses.

10. The slide in the dollar turns around. The post-vaccine

strength of the U.S. economy and financial markets
attracts investors disenchanted with the rising debt and
slower growth of Europe and Japan. Treasurys maintain
a positive yield and the carry trade continues.

6. The Federal Reserve and the Treasury openly embrace

Modern Monetary Theory as their accommodative
policies continue. As long as growth exceeds the rate of
inflation, deficits don’t seem to matter. Because inflation
increases modestly, gold rallies and cryptocurrencies
gain more respect during the year.
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The “Also Rans” of 2021
Every year there are always a few Surprises that do not make the Ten, because
we either do not think they are as relevant as those on the basic list or we are not
comfortable with the idea that they are “probable.”



Cyber-attacks, mostly from Eastern Europe and the
Middle East, begin to have an economic impact. Bank
account information is invaded and distorted, patient
records are lost at hospitals and credit collection
companies can’t keep track of customer purchases.
Those tampering prove to be more skillful than those
protecting the integrity of the data and the dislocation
cost becomes significant.



Tesla acquires a major global auto manufacturer in a
transaction that involves a combination of cash and
stock. Elon Musk is the CEO and pledges to eliminate the
internal combustion engine by the end of the decade.



Kim Jong-un threatens to explode his latest long-range
missile, capable, he says, of reaching Los Angeles.
Trump invites him onto TV and explains that Kim will be
a better person and the world will be a better place if
he works with other countries rather than threatening
them. Kim agrees to stop testing long-range missiles.
Trump looks into the camera and says, “People say I am
the best negotiator.”
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Look Back: The Ten Surprises of 2020
These surprises were announced Monday, January 6, 2020.

1.

The economy disappoints the consensus forecast,
but a recession is avoided. Federal Reserve Chair
Powell lowers the Fed funds rate to 1%. Without a
comprehensive trade deal in hand, President Trump
exercises every executive authority he has to stimulate
growth and ward off recession. He cuts payroll taxes to
put more money in the hands of consumers.

6. Even though some observers believe valuations are

stretched, a surge in investor enthusiasm pushes the
Standard & Poor’s 500 above 3500 at some point
during the year. Earnings increase only 5%, and S&P
500 multiples remain elevated because monetary policy
is easy and investors become more comfortable that
intermediate interest rates will rise slowly. Volatility
increases and there are several market corrections
greater than 5% throughout the year.

2. Inequality and climate change become important

election themes, but centrist ideas prevail. The House of
Representatives sends articles of impeachment to the
Senate, but Donald Trump is not convicted or removed
from office. Enough information is revealed in the
proceedings to cause some of his supporters, as well
as many independents, to throw their support to liberal
candidates in 2020 state races. The Democrats take the
Senate in November.

3. There is no comprehensive Phase Two trade deal that

limits China’s ability to acquire intellectual property.
National interests result in the balkanization of
technology. The development of separate standards
for 5G and other tech hardware proves to be bad news
for the future of world economies. The move toward
“decoupling” gains traction in negotiations with China.
US economic co-dependence with China erodes. Both
China and the US keep their hands off Hong Kong and
let the protest settle down by itself.

4. The prospect of a self-driving car is pushed further

into the future. A series of accidents with experimental
vehicles causes a major manufacturer or technology
company to issue a statement that it is no longer
developing self-driving technology.

5. Emboldened by the pain of economic sanctions, Iran

takes advantage of America’s unwillingness to intervene
and steps up acts of hostility against Israel and Saudi
Arabia. The Strait of Hormuz is closed and the price of
oil (West Texas Intermediate) soars to over $70/barrel.

7.

Big tech companies face growing political scrutiny
and social blowback. Once the market leaders, certain
FAANG stocks underperform and the equal-weighted
S&P 500 outperforms. A proposal to break up the
largest social media platforms and increase regulation
and government oversight gains popularity. This has
greater success than prior government efforts against
Apple, Microsoft and IBM, because it has widespread
support from the American people. A millennial in New
York City puts a phone down and makes eye contact
with another human and finds it non-threatening and
refreshing.

8. Having secured a workable Brexit deal, the United

Kingdom turns out to be the winner in its divorce from
the European Union. The equity market rises and the
pound rallies. The UK benefits from a long transition
period, and growth exceeds 2% as foreign direct
investment resumes now that the outlook is clarified.
The EU economy remains soft, and European markets
other than the UK underperform the US and Asia.

9. The bond bubble starts to leak, but negative rates

continue abroad. Even though the US economy is
slowing, the 10-year Treasury yield approaches 2.5%
and the yield curve steepens. Japan and China pull
away from the Treasury auctions. Rather than economic
fundamentals or inflation, supply and demand drive
yields higher.

10. The problems with Boeing’s 737 Max are fixed and

deliveries begin. The plane becomes a mainstay around
the world, enabling airlines to operate more efficiently
and increase profits. The stocks become market leaders.

4 | B l a c k s to n e

THE TEN SURPRISES & BYRON’S LIFE’S LESSONS

Byron’s Life’s Lessons
“Here are some of the lessons I have learned in my first 80 years. I hope to continue
to practice them in the next 80.” — Byron Wien









Concentrate on finding a big idea that will make an
impact on the people you want to influence. The Ten
Surprises, which I started doing in 1986, has been a
defining product. People all over the world are aware
of it and identify me with it. What they seem to like
about it is that I put myself at risk by going on record
with these events which I believe are probable and
hold myself accountable at year- end. If you want to be
successful and live a long, stimulating life, keep yourself
at risk intellectually all the time.
Network intensely. Luck plays a big role in life, and there
is no better way to increase your luck than by knowing
as many people as possible. Nurture your network by
sending articles, books and emails to people to show
you’re thinking about them. Write op-eds and thought
pieces for major publications. Organize discussion groups
to bring your thoughtful friends together.
When you meet someone new, treat that person as a
friend. Assume he or she is a winner and will become a
positive force in your life. Most people wait for others
to prove their value. Give them the benefit of the doubt
from the start. Occasionally you will be disappointed, but
your network will broaden rapidly if you follow this path.
Read all the time. Don’t just do it because you’re curious
about something, read actively. Have a point of view
before you start a book or article and see if what you
think is confirmed or refuted by the author. If you do that,
you will read faster and comprehend more.



When meeting someone new, try to find out what
formative experience occurred in their lives before they
were seventeen. It is my belief that some important event
in everyone’s youth has an influence on everything that
occurs afterwards.



On philanthropy my approach is to try to relieve
pain rather than spread joy. Music, theatre and art
museums have many affluent supporters, give the best
parties and can add to your social luster in a community.
They don’t need you. Social service, hospitals and
educational institutions can make the world a better
place and help the disadvantaged make their way
toward the American dream.



Younger people are naturally insecure and tend to
overplay their accomplishments. Most people don’t
become comfortable with who they are until they’re
in their 40’s. By that time they can underplay their
achievements and become a nicer, more likeable person.
Try to get to that point as soon as you can.



Take the time to give those who work for you a pat on
the back when they do good work. Most people are so
focused on the next challenge that they fail to thank the
people who support them. It is important to do this. It
motivates and inspires people and encourages them to
perform at a higher level.



When someone extends a kindness to you write them a
handwritten note, not an e-mail. Handwritten notes make
an impact and are not quickly forgotten.



Get enough sleep. Seven hours will do until you’re
sixty, eight from sixty to seventy, nine thereafter, which
might include eight hours at night and a one-hour
afternoon nap.





At the beginning of every year think of ways you can do
your job better than you have ever done it before. Write
them down and look at what you have set out for yourself
when the year is over.

Evolve. Try to think of your life in phases so you can avoid
a burn-out. Do the numbers crunching in the early phase
of your career. Try developing concepts later on. Stay at
risk throughout the process.



The hard way is always the right way. Never take
shortcuts, except when driving home from the Hamptons.
Short-cuts can be construed as sloppiness, a career killer.



Travel extensively. Try to get everywhere before you wear
out. Attempt to meet local interesting people where you
travel and keep in contact with them throughout your life.
See them when you return to a place.



Don’t try to be better than your competitors, try to be
different. There is always going to be someone smarter
than you, but there may not be someone who is more
imaginative.
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Byron’s Life’s Lessons (continued)


When seeking a career as you come out of school or
making a job change, always take the job that looks like
it will be the most enjoyable. If it pays the most, you’re
lucky. If it doesn’t, take it anyway, I took a severe pay cut
to take each of the two best jobs I’ve ever had, and they
both turned out to be exceptionally rewarding financially.



There is a perfect job out there for everyone. Most
people never find it. Keep looking. The goal of life is to be
a happy person and the right job is essential to that.



When your children are grown or if you have no children,
always find someone younger to mentor. It is very
satisfying to help someone steer through life’s obstacles,
and you’ll be surprised at how much you will learn in
the process.



Every year try doing something you have never done
before that is totally out of your comfort zone. It
could be running a marathon, attending a conference
that interests you on an off-beat subject that will be
populated by people very different from your usual
circle of associates and friends or traveling to an obscure
destination alone. This will add to the essential process of
self-discovery.



Never retire. If you work forever, you can live forever.
I know there is an abundance of biological evidence
against this theory, but I’m going with it anyway.

The views expressed in this commentary are the personal views of Byron Wien and Joe Zidle and do not necessarily reflect the views of The Blackstone Group, Inc. (together with
its affiliates, “Blackstone”). The views expressed reflect the current views of Byron Wien and Joe Zidle as of the date hereof, and none of Byron Wein, Joe Zidle or Blackstone
undertake any responsibility to advise you of any changes in the views expressed herein.
Blackstone and others associated with it may have positions in and effect transactions in securities of companies mentioned or indirectly referenced in this commentary and may
also perform or seek to perform services for those companies. Investment concepts mentioned in this commentary may be unsuitable for investors depending on their specific
investment objectives and financial position.
Tax considerations, margin requirements, commissions and other transaction costs may significantly affect the economic consequences of any transaction concepts referenced in
this commentary and should be reviewed carefully with one’s investment and tax advisors. All information in this commentary is believed to be reliable as of the date on which this
commentary was issued, and has been obtained from public sources believed to be reliable. No representation or warranty, either express or implied, is provided in relation to the
accuracy or completeness of the information contained herein.
This commentary does not constitute an offer to sell any securities or the solicitation of an offer to purchase any securities. This commentary discusses broad market, industry or
sector trends, or other general economic, market or political conditions and has not been provided in a fiduciary capacity under ERISA and should not be construed as research,
investment advice, or any investment recommendation. Past performance is not necessarily indicative of future performance.
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