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2020 was a year that will not soon be forgotten.  It was a year in which we experienced the 
COVID pandemic, social unrest, and a contentious election that divided the nation.  If one were 
to have perfectly predicted on January 1, 2020 the events that were to unfold during the year, it 
would have been unfathomable to expect the returns that were realized in the financial markets. 
 
Using the S&P 500 stock index as the gauge, 2020’s market performance was nothing short of 
spectacular considering the backdrop of COVID-19.  From the market low on March 23 through 
December 31, the S&P 500 stock index returned about 68%.  For the entire calendar year 2020, 
the S&P 500 stock index returned 18.4%, well above the average annual historical return of 
about 10%.  These results reinforce our strong belief that panic selling never pays off.  The true 
key to successful investing is sticking with a sound strategy and financial plan over the long-
term, through good times and bad. Those who succumb to panic invariably do more harm than 
good. 
 
The S&P 500 index’s strong showing in 2020 (+18.4%) followed even better returns in 2019 
(+31.5%).  As we have pointed out, these returns are well above the long-term average for 
stocks.  However, if we look at the returns for the index since the end of 2007, a period in which 
the annual returns range between -37% and 32.4%, the average annualized return is 9.8%, 
roughly in line with the historical average.  This illustrates that the market never increases in a 
linear fashion along its average.  Instead, it often swings between extremes along the way. 
 
As we often remind our clients, it is counterproductive to concern oneself with year-to-year 
market gyrations. We recommend a long-term perspective for all investors (3-5 years minimum). 
Those who constantly attempt to shift out of the stock market when the market is experiencing 
“despair” and into the stock market when it is experiencing “euphoria” often miss out on the 
benefits of long-term investing. 
 
Prior to the pandemic, the U.S was experiencing the longest running economic expansion and 
bull market on record.  The unemployment rate was approaching record lows.  Then, the 
pandemic hit and the pursuant lockdowns triggered the largest economic contraction in modern 
history.  Stocks fell sharply as the world grappled with the spreading pandemic. The market 
decline of 2020 was one of the quickest ever recorded. 
 
The recovery in the stock market was nearly as swift as the preceding decline.  In fact, the 
duration of the bear market was the shortest on record since 1929.  It took a mere five months for 
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the market to reach new highs following the February and March plunge.  The market continued 
to trend higher for the remainder of the year, ultimately rising the aforementioned 68% from the 
March low, and ending 2020 at an all-time record level. 
 
The combined effects of trillions of dollars unleashed on the economy by the government and 
Fed stimulus provided support for the ensuing recovery.  The Fed has pegged its interest rate 
near zero in an effort to foster continued economic growth.  Despite tremendous progress on the 
economic front, large swaths of the country remain severely impacted by the pandemic and the 
toll on many workers cannot be understated. 
 
Over 22 million jobs were lost during the early months of the lockdowns, wiping out the roughly 
equal number of jobs that were created over the ten-year period from February 2010 through 
February 2020.  Although 12 million jobs have been created since April, there remains 
significant work to be done to attain pre-pandemic levels in the labor market. 
 
Several segments of the economy fared quite well this year, while others struggled.  Consumer 
discretionary and technology stocks increased 33% and 44%, respectively.  Energy stocks, on the 
other hand, fell by approximately one-third.  On a more granular level, pandemic-fueled demand 
propelled online retail stocks higher by nearly 70%.  Conversely, airline, hotel, and cruise line 
stocks suffered declines of more than 25%.  Consistent with these trends, growth stocks have 
outperformed value stocks by a significant margin. 
 
The approval and rollout of the COVID vaccine is a welcome development.  Although initial 
stages of distribution have been beset by some difficulties, it is encouraging that progress is 
being made and that eventual mass immunization can be seen on the horizon.  This remains vital 
for a return to some sort of normalcy. 
 
The incoming Biden administration appears intent on pursuing additional government stimulus 
to support the economic recovery and the Fed shows no signs of raising interest rates anytime 
soon.  Both of these factors will likely continue to support the stock market.  In addition, the 
projected recovery in corporate earnings from their trough earlier this year will also provide 
support for the market.   
 
However, given the previously mentioned strong gains realized by stocks over the past two 
calendar years, we would not be surprised to see some temporary corrections along the way.  The 
stock market has a tendency to suffer from “mean reversion” after several years of above average 
performance.  Furthermore, there are some tax and regulatory policies that have the potential to 
unsettle markets if adopted.  We will have to wait and see how those unfold over the coming 
months. 


