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What happened in December?
The MSCI All Country World Index gained +4.6%, while the Barclays US Aggregate Index was
up +0.1%. Broad commodities added +6.0%, and gold appreciated +7.1%.
Cyclical sectors boosted as the Democratic Party takes control of the Senate for the first
time in six years and completes the sweep.
The Democratic Party won both Georgia Senate elections held yesterday, which means that the
Democrats will now have control of the Senate in addition to the House of Representatives and
the presidency. This should increase President Biden’s ability to execute on his agenda, which
includes a larger stimulus package, higher taxes, and increased regulation on mega cap
technology companies like Facebook, Amazon, Apple, and Google. From a market perspective,
we expect that benefits from a larger stimulus would likely outweigh the adverse impact of higher
tax rates and increased regulation in the near term and that it would particularly benefit cyclical
stocks like those found in the energy, industrials, financials, and materials sectors.
Countries begin vaccine distribution campaign to fight COVID-19.
The first COVID-19 vaccinations were administered in December as the global economy initiated
the next phase required to return the economy and society to normalcy. So far 4.8 million people
have been vaccinated in the US and 14.9 million globally (see Chart of the Month). Two vaccines
(Pfizer and Moderna) have been authorized for use in the US, and the federal government has
secured 300 million doses with the option to purchase more.
Willingness to take the vaccine also improved incrementally, as 60% of Americans now say they
will “definitely” or “probably” get vaccinated for COVID-19, up from 51% in September. We will be
tracking vaccinations closely because it is estimated that over 60% of the population will need to
be vaccinated to achieve herd immunity, although these estimates vary widely.
A new virus strain and hiccups in the vaccine rollout pose some challenges.
News of a variant strain of COVID-19 emerged in the past few weeks, prompting the United
Kingdom to enter another national lockdown. There is evidence that the new strain is more
contagious, but no evidence shows it is more deadly or severe than other strains. Fortunately,
experts believe the leading vaccines already developed should still prove efficacious for this new
strain.
Although the distribution of the COVID-19 vaccines provides cause for optimism, the rollout has
so far been executed less smoothly than anticipated; the US fell well short of its objective to have

20 million people vaccinated by the end of December. However, we still expect that those most
vulnerable to the virus will be vaccinated by end of Q1, which should reduce mortalities and
alleviate pressure on the hospital system.
Markets reacted positively to new stimulus measures in the US.
The US government passed a stimulus package aimed at financially bridging the gap between
localized lockdowns and the return to a more normalized economy.
The bill includes direct payments of $600 per person subject to income restrictions, an additional
$300 per week of unemployment benefits through March, and a second round of Paycheck
Protection Program (PPP) loans for small businesses, among other provisions.
Positioning Highlights:
We remain cautiously optimistic and generally favor using increases in market volatility as an
opportunity to increase exposure to risk assets.
▪

Increase exposure to equities: We remain cautious but continue to favor increasing
equity exposure as economic growth reaccelerates.

▪

Increase exposure to cyclical sectors within equities: We generally favor increasing
exposure to more cyclical equity sectors (industrials, financials, materials) as we prepare
for a global economic reacceleration in the first half of 2021.

▪

Reduce exposure (from material overweight) to defensive assets like treasuries
and gold: We generally favor reducing exposure to long-term US treasuries and gold.
We believe that maintaining these hedges is less critical as the economy transitions from
the recessionary phase to the recovery phase.

Chart of the Month:
The COVID-19 vaccination campaign is underway. So far 4.8 million people have been
vaccinated in the US and 14.9 million globally.
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Disclosures: The information and statements provided in this communication are not intended to provide investment
advice. While taken from sources deemed to be accurate and reliable, GM Advisory Group (“GMAG”) makes no
representations concerning the accuracy of the information provided herein or its appropriateness for this or any
given situation. Statements regarding future events are not guarantees or projections of performance; should not be
relied upon; are subject to change due to a variety of factors, including fluctuating market conditions; and involve
inherent risks and uncertainties, both general and specific, many of which cannot be predicted or quantified and are
beyond our control. Future results could differ materially, and no assurance is given that these statements are now or
will prove to be accurate or complete in any way. GMAG shall not be responsible for the consequences of reliance
upon any statements contained herein and expressly disclaim any liability, including incidental or consequential
damages, arising from any errors or omissions.
The information and statements provided herein are not intended to provide personal investment advice and do not
take into account the specific investment objectives, financial situation, and particular needs of any specific investor.
References to any specific securities do not constitute an offer to buy or sell securities.
Target exposures may differ between clients based upon their investment objectives, financial situations, and risk
tolerances. Investments in general involve numerous risks, including, among others, market risk, default risk, and
liquidity risk. No security or financial instrument is suitable for all investors. Securities and other financial instruments
discussed in this commentary are not insured by the Federal Deposit Insurance Corporation, or FDIC. Income and
market values of the securities may fluctuate, and, in some cases, investors may lose their entire principal
investment. Past performance is not indicative of future results.
There is no guarantee that the information provided herein will be valid beyond the date of this communication.
Certain information included in this communication is based on third-party sources, and although it is believed to be
reliable, it has not been independently verified, and its accuracy or completeness cannot be guaranteed. This
information is highly confidential and intended for review by the recipient only. The information should not be
disseminated or made available for public use or to any other source without the express written authorization of
GMAG. Such distribution is prohibited in any jurisdiction, and dissemination may be unlawful. No part of this material
may be reproduced in any form, or referred to in any publication, without the express written permission of GMAG.
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