
THE HOUSE VIEW: MONTHLY INVESTMENT UPDATE 
  
In these ever-changing times, we wanted to update you on our assessment of the Investment Landscape 
as we begin 2021. Please see below 3 themes we are watching closely in early 2021. 
  
1. Value vs. Growth: Striking a balance 

Despite a strong surge in the fourth quarter of 2020, US Value Equities still recorded one of their 
worst ever years relative to US Growth. The Russell 1000 Growth Index finished 2020 up +38.49%, 
compared to a paltry +2.80% return in 2020 for the Russell 1000 Value Index. This 
underperformance is an analog to the trend that has taken place over the past decade, where 
Growth has dominated returns as investors seek high-flying companies regardless of their price. 
  
Despite this long-term underperformance, we believe that maintaining a balance between Growth 
and Value is still worthwhile, especially during an economic recovery that looks to take place in 
2021. Historically, Value (and Cyclical) equities tend to outperform Growth during times of 
economic recovery. It is also important to understand that there will be winning and losing 
companies in both camps, which is why we continue to advocate for Active Management. 
  

2. The Case for Emerging Markets & International 
Despite a sharp pullback in March, 2020 finished as another excellent year for US equities, with the 
S&P 500 Index returning +18.4% in 2020 and finishing less than 1% below its all-time high. This 
return came even after the Index lost approximately -34% in March of last year. The historic 
rebound has led to an inflated Forward Price-to-Earnings Ratio (P/E Ratio) of 22.47x for the S&P, 
well above the 25-year average of 16.59x. With US equities looking fully valued and the US dollar 
weakening due to Monetary and Fiscal Policy, it may be beneficial to look outside of the US for 
opportunities. By comparison, the MSCI EAFE Index (Europe, Australia and the Far East) is trading at 
a 23% discount to the S&P 500 (17.5x Forward P/E) and the MSCI Emerging Markets Index is trading 
at a 32% discount to the S&P 500 (15.36x Forward P/E) .  
  
For US investors who are willing to look beyond their home-country bias, there are ample 
opportunities all across the globe. For 9 out of the past 10 years, the US has accounted for only 
about one third (or less) of the top‐performing companies in the All-Country World Index (12 out of 
50 companies in 2020), which seems hard to believe given the success of US stocks over that time 
period. This bolsters our belief in global investing (including International and Emerging Markets). 
Still, we will note the importance of having a manager in this space who can identify the right 
opportunities and avoid the wrong ones. 

  
3. Politics: Blue or Red Matters Less Than Interest Rates and the Federal Reserve  

The past year has included no shortage of polarizing political events, leaving our country in constant 
tension and concern about what will come next. Despite this volatile political environment, interest 
rates and the Federal Reserve have more of an impact on markets than who sits in the White 
House.  Since 1950, the average Calendar Year Return for the S&P 500 was above 10% for both 
Democrat presidencies and Republican presidencies.  In summary, the market generally does not 
show bias to either political party no matter what your beliefs are. 

  
4. How is Taylor Financial Group Handling Your Investments? 

As you may have read in our last correspondence in mid-November, we at TFG have already made 
changes to most of our client portfolios and in-house investment models per the themes mentioned 



above. Many of you have customized portfolios, so depending on your situation, some of these 
changes may or may not have been made. Having said that, these changes to our TFG models 
include, but are not limited to, increasing equity exposure across the board and rebalancing our 
equity exposure to include more Value (including Small & Mid Cap), International and Emerging 
Markets exposure. We funded this increase of equity by trimming our bond exposure, as we believe 
the current environment (low interest rates, stimulus, accommodating Federal Reserve) will create 
considerable opportunities within equities over the next 12-24 months.  

  
We will continue to frequently review portfolios to ensure that they reflect our best and most current 
ideas. As always, If you have any questions or would like to discuss the above topics further, please do 
not hesitate to contact us. 
 


