
The equity markets were mixed in January, as the S&P 

500 was down -1.01%, US small caps up +6.29%, US 

mid-caps up +1.50%, international developed down -

0.96% and emerging markets up +2.75%
1
. 

January continued a multi-month trend, where accounts 

in most of our models have benefitted from diversified 

exposures to small caps and international stocks, which 

typically outperform the S&P 500 when the global econ-

omy is recovering from a prior slowdown. We believe 

the global economy will continue to recover, aided by 

the reduction of uncertainties on three key fronts, in-

cluding: 1) COVID– global daily new cases may have 

peaked above 845,000 on 1/8/21 as vaccines are more 

broadly distributed
2
, 2) Brexit– the UK and European 

Union are now operating under a post-Brexit trade 

agreement and 3) US elections– now that the 2020 

presidential and congressional election outcomes are 

known, businesses and sovereign leaders have a clear-

er picture from a planning perspective. 

The 10-year Treasury yield rose in January from 0.92% 

to 1.07%, and we expect the yield to continue to rise as 

uncertainty is reduced
1
. 

In certain individual stocks, the reduction in uncertainty 

has bred euphoria. GameStop stock rose from $4.01/

share six months ago to ~$350 on 1/29/21, or a return 

of +8,628.18%
1
.  

On average, analysts tracked by Bloomberg think 

GameStop stock is only worth $13.44/share, yet the 

stock has far surpassed that level as many investors 

chase short-term upside. We believe speculative stocks 

like these can go back down as quickly as they have 

gone up. On 1/29/21, for accounts in most of our mod-

els, we reduced our exposure to an equity ETF that had 

a ~2% allocation to GameStop, and put the proceeds 

into another equity ETF with no exposure to GameStop. 

However, we remain positive on the stock market in 

general as the euphoria seems contained to a relatively 

small number of individual stocks. 

External sources: Bloomberg data1, Worldometer2. 
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