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Jim Armstrong: Hello, and welcome to Market Insights. And happy new year. Thanks for joining 
us today. I’m Jim Armstrong with Fidelity. Welcome to our first webcast of 2021 with no shortage 
of topics to discuss, the Georgia runoff elections, the deadly unrest in DC, new stimulus payments 
going out, ongoing vaccine rollout, talk again of impeachment, a lot of, potentially, market moving 
news going on. We’ve also got some interesting results to share from a new Fidelity study. A lot 
of us are predicting that we will be in survival mode for 2021, so we’ll talk about what that means 
today, plus we’ll take a look at how current events are moving the markets. And we’ve got some 
practical information, as always, that you can use to improve your own financial wellbeing this year.

For today’s webcast, we’re joined by our own Jurrien Timmer who is going to be sharing his latest 
analyses of the markets and of the economy as a whole. And Leanna Devinney is with us here as 
well. She’s going to be talking about how she and her team of Fidelity representatives work with 
people who are planning for 2021 and beyond.

The views and opinions in this webcast are, of course, those of our speakers. This discussion is for 
educational purposes and should not be considered investment advice.

One other note, as always. When we’re talking about election results and other election related 
topics today, we are not taking any position or a party, a politician, or any policies. We are simply 
discussing how the markets have historically reacted and how they might react this year.

All right, Leanna, Jurrien, great to see you here again. Happy New Year.

Leanna Devinney: Happy new year. Great to be here.
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Jurrien Timmer: Happy New Year. Wishing you, hopefully, a boring year, but so far, it’s not turning 
out that way.

JIM: It still feels like there are a couple echos of 2020 that we have to work through, Jurrien. I think 
that’s fair to say, unfortunately.

It’s Tuesday, January 12th, 2021. Jurrien, maybe we will start with you kind of setting the stage for 
the markets as we do head into 2021. We’re going to talk politics specifically in a moment. But 
first, I’m curious about the fact that the market didn’t really seem to react negatively to the deadly 
unrest in DC last week. We have got ongoing developments in terms of the COVID spread, in 
terms of vaccine rollout. Sort of big picture, what are you seeing, what are you thinking?

JURRIEN: Yeah. The last time we spoke, of course, was in December. At that point, we did not 
know the results of the runoff. We did not know how contested or uncontested the presidential 
election would be. We have answers to those questions now, and, ultimately, that is what the 
market is kind of taking. But, you know, to your point, it can seem very wholehearted that the 
markets can sort of seemingly shrug off very dramatic, disturbing things that are going on, and it 
doesn’t have to be just the unrest we saw last week, but it can be any kind of natural disaster or 
geo-political event.

Ultimately, it’s worth remembering that the market only really pays attention to things that are 
systemically important to the fundamentals of the markets and the economy, so earnings growth, 
interest rates, profit margins, valuations. While it may seem wholehearted that the market doesn’t 
appear to pay attention. Of course, the market always pays attention because there are millions 
and millions of investors paying attention to this in real-time. But, in a way, it’s also refreshing that 
the market is only focused on sort of the bottom line for the market, because, otherwise, the 
markets would be all over the place all of the time. As stressful as life already is, we would never 
get any sleep. In a way, it’s good that the market can differentiate between the developments that 
matter for the economy and the markets itself and not.

Having said that, maybe we can pull up the first chart here. On the same day that we had the 
unrest on January 6th, we also found out the results of the two Georgia Senate runoff elections, 
and that, turns out, really was the key thing for the markets because now we actually do have a 
blue wave. Maybe we can call it a wavelet instead of a wave because the democrats have 50 seats 
in the Senate. The republicans have also 50. But the democrats will get the tie-breaking vote if 
there is new congressional legislation to be voted on. And so that brings in the notion of a fiscal 
wave of possibly several trillion dollars of fiscal expansion coming up this year and next, and that’s 
in addition, of course, to the $920 billion of COVID relief that was just passed and the several 
trillion of COVID relief that was enacted last year. And so what we can see is that in the markets, 
this is playing out. In this chart, I show the S&P 500, and then the blue line is large cap growth 
stocks. As you remember, last year for the first three to six months, the only stocks that were really 
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leading the market higher were the big tech names and large cap growth names where the rest of 
the market was lagging behind. But you can see that since around October-November, small cap 
value stocks, which is obviously the stuff that is more economically sensitive, have really caught up. 
At this point, the Russell 2000 value index actually is exactly where the S&P 500 is from the March 
lows to where we are today.

So this is an important thing because it shows that the market has really broadened out, and that is 
a very healthy thing. If you are a chart watcher like myself, you want to see broadening. You want to 
see all sectors of the economy participating and not just a handful of really, really large companies. 
So this is a good sign. But it shows you that the market is pricing in this blue wave and a more 
prolonged period of fiscal policy expansion, and then it becomes a question of how much of that 
is either complemented or offset by monetary policy, but I think you are going to ask me about 
that in a moment, so I’ll stop here.

JIM: That’s exactly right. Thank you for leading into the next question smoothly there, this idea, 
right, that we ended up kind of with what you describe as a wavelet there, not quite the blue wave. 
Essentially, I was going to ask if we ended up -- are we going to end up in kind of the same place? 
You have a democrat in the White House, democrat in control of the House and Senate, narrow 
control. What do you think about policy implications for us as investors as a result of what that 
looks like now?

JURRIEN: I think this is probably the most important takeaway for the markets this year because 
we have two levers of policy. We have fiscal policy, what Congress decides on taxes, on spending, 
whether the country runs deficits or surplus, and, generally, it’s a deficit, but then there is also 
monetary policy, interest rates, quantitative easing or a balance sheet policy by the Fed, what 
the Fed is saying in terms of what it is going to do for policy. So those are the two levers of policy. 
Generally, what happens is if one lever is being loosened, the other one is getting tightened. Think 
back to the financial crisis. In the aftermath for that, the Fed dropped rates to zero. It expanded its 
balance sheet by $3 trillion. But at the same time, we had the Tea Party movement in Washington, 
those mid-term elections in 2012 or 2010. I forget which one it was. That caused actually more 
austerity on the fiscal side. The deficits were still there, but they were getting smaller. One lever 
was letting more policy in and the other one was taking it away. And the opposite happened in 
2016 and 2017, when under the Trump administration taxes were cut and deficits were increased. 
Normally, deficits are increased during a recession, like we saw during COVID. But in that case, 
deficits were increased during an expansion. The Fed, at that time, raised rates nine times and 
shrunk its balance sheet. Again, it didn’t do it explicitly for that reason, but certainly that was part 
of the mix. Again, one lever was being pushed this way and the other one was offsetting it.

Now we’re in 2021, and in 2020, of course, we saw large deficits and we saw monetary easing. We 
had a double-barreled effect of both the fiscal lever and the monetary lever going on full speed. 
Now, it’s a question of whether that will continue. We know probably that the fiscal lever will be 
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on full speed now that we have a blue wavelet, and there is talk about the Fed maybe leaning 
into that with higher rates. But I have my doubts. You can see on this chart here that the pink line 
is the ten-year treasury yield, the light blue is the Fed fund rate, which is the official short-term 
rate for the Federal Reserve, and the dark blue line is what the market is expecting or what the 
Fed is telling us that rate is going to be over the next few years. You can see that the line is flat as 
a pancake. If it happens that the Fed will allow this fiscal lever to be pulled without offsetting it 
through tighter monetary policy, then you have a scenario where the economy can really run hot 
for a while. That output gap that we have talked about so many times that we will talk about later 
can close. Maybe we even get some inflation. But that is, I think, the key dynamic for the markets 
this year. It’s that double-barreled lever. The late time we’ve really seen that in the US was during 
World War II when the debt level tripled and the Fed absorbed all of it by increasing its balance 
sheet and keeping rates ultra, ultra-low.

JIM: So much more to talk about there, Jurrien. Thank you for that. I expect over the next couple 
of weeks, especially post-inauguration, we will have a lot more to talk about there.

Leanna, I do want to turn to you now. With everything Jurrien just said kind of as backdrop, all 
those questions lingering in people’s minds, I would love to dig into some of the results from our 
2021 financial resolution study that Fidelity recently conducted. I want to start with the fact that 
nearly 40% of Americans say they will be in what they describe as, quote, survival mode in 2021. 
That means they are really focused on the day to day, just trying to get through the year. And, in 
fact, that number gets a bit higher, more than 40%, the older people get. I’m curious how do you 
see these results through the lens of a wealth planner?

LEANNA: Absolutely. Before I answer the question, I found this study very interesting. Just to 
describe what it was about. It looked at how Americans are feeling about their finances as we head 
into a new year and all within the context of COVID, so whether they’re making a resolution to 
improve their financial situation. This past year in 2020, I’ve seen people furloughed, laid off. Me 
and my team have helped people plan to take an early retirement that was unexpected. I have also 
seen a lot of good stories of being able to prosper in a remote environment and be able to save 
more. We definitely saw both ends. I have heard the term survival mode a few times, even recently.

Last week, I met with a couple. They are 15 years from retirement, and they have had to adjust. 
They have one child in high school. Some days, they are remote, other days it’s back to the hybrid, 
and something happens, and they are back remote again. They have their other son home from 
college. And they said every day we are surviving. We did meet last week because they at least 
want to start organizing and get into more of that beast mode that you can see here. As you said, 
it did differ by age, which was interesting. We had 25% and 34% on the Gen Z and millennials, and 
then as you got older, we saw the number jump. A couple others, though, were cruise control, blue 
skies mode, beast mode, are all the different feelings that we had. And I would just say as I looked 
at this study as a wealth planner, getting back to the fundamentals no matter what mode you are 
in. We always have to say it goes with your goals, building a plan, and sticking with that plan.
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JIM: That’s perfect because the next thing I want to ask you about sort of ties into that perfectly, 
staying with the results of the study. Folks were specifically asked about new year’s financial 
resolution. About two-thirds of people told us they were going to make one. On screen now, you 
can see how they shook out. Roughly 44% want to save more money, about the same amount 
want to pay down debt, and about 30% want to spend less. Importantly, I think we should note, 
one in six people are really focusing on just recovering from losses they incurred from COVID. I’m 
curious what strategies you might suggest for folks I was going to say who might be considering 
one or two of these things, but you could see yourself potentially with all four of these as possible 
goals. Right? Saving more, spending less, recovering, all of those go together kind of.

LEANNA: Yes, they do. They are really all intertwined. I do hear these goals often. I would say 
just similar to the resolutions we have, we always focus on the end result. I want to save more 
money. I’m going to pay down debt. Me and my team, we like to talk about the habits, what we 
can do to achieve these goals and specific strategies that are out there. So first on saving more 
money, I would say let’s start with getting all the tax advantages that we can. If it’s contributing 
to a retirement account, getting that tax deferral, and even adjusting 1% of your paycheck and 
increasing that every year makes such a big different over time. The other tax deferral, if you are 
in a high deductible plan, is health savings accounts, and so being able to defer your income into 
that as well, that helps save more money for those medical bills that can come up. The pay down 
debt. You can pay down debt, and essentially, we want to prioritize that based on interest rates. 
There is good debt out there and bad debt just in my terms. So something like a high interest 
credit card, we want to prioritize that and start paying that down first often before things like 
student loan, car loan, or mortgage. So those are the pros and cons to consider on what is most 
productive to pay down first.

JIM: How about spending less, too? I feel like that’s everybody’s universal goal.

LEANNA: Yes. On this study, too, it might not be surprising, but we found about 71% of 
Americans were saying they were actually able to spend less money in 2020. And we saw this so 
often. The couple I just talked about, the husband had worked in the city in Boston every day. He 
said he minimum would spend $20 a day on lunch and coffee. Being home, he is not doing that. 
It’s more groceries and homemade coffee. These are some of the good habits that we can learn. 
It’s not saying that you have to bring your lunch every day. But if, all of a sudden, when we’re back 
to normal times, if we’re doing it only two days a week instead of five, that’s a way that we can be 
spending less money, those habits.

JIM: Great. With those sort of potential lifestyle changes in mind, Jurrien, I would like to turn back 
to you and back to the market for just a second as we continue to look at new surges of COVID 
around the country and around the world, for that matter. Lockdowns are being reinstituted. A lot 
of people are worried about backtracks in reopening steps. How concerned do you think investors 
should be about what’s happening now specifically with COVID?
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JURRIEN: We have been talking about this for a while. The very simplistic way that I like to think 
about the economy closing and reopening is that in February the economy was at 100% of 
potential or capacity. In March, it went down to 25% as the world locked down. Then we recovered 
back to 70% or so. If you look at the green line in this chart, that is essentially what that shows. And 
the market, at that point, was pricing in, expecting a return 200% in 2021. So the market always 
discounting the future, expecting the future, was already pricing that ongoing recovery in. The risk 
to that was that somehow, for some reason, more COVID cases, renewed lockdowns, that that 
70 would go down instead of up back to 100. In fact, that is actually what has happened so far. 
We all know the stories. COVID is everywhere. Yes, we have the vaccine, but it’s not being rolled 
out as quickly as we would like. So, these numbers are starting to stall out. We saw last week, for 
instance, the employment report showed a setback. Normally, I think the markets would be in 
some trouble because it’s pricing in something that is not happening as quickly as it is expecting. 
But in this case, with the election results and the promise or the prospect of more fiscal relief 
should there be another setback, because remember, a few months ago, the COVID relief was 
being battled out in Washington right going into the election, now we have one party essentially 
in control of all houses. So if there is further setbacks, I think the policy response will be quicker, 
and, of course, we do have the vaccines. We have several of them. And the market is using that as 
a bridge as well. It’s a problem that the economy is not opening as quickly as the market expects. 
But between the potential for more fiscal relief and, of course, the vaccine rollout, I think the 
market is correctly looking past those obstacles and saying, okay, it may take longer, but it will 
happen. To what Leanna said, obviously, a lot of businesses have closed, a lot of restaurants have 
closed, and it’s very sad that it’s happened. But with the COVID relief, which is $4+ trillion dollars 
and counting, a lot of people actually have money, a lot of people still have their jobs, even if they 
are not going to the office, and they haven’t really had anything to spend it on other than buying 
more stuff online. And so -- the thinking is in the market that there is a lot of pent-up demand that 
when things do go back to normal, everyone is going to want to go on that cruise or wherever it is 
and that the purchasing power for that, the spending power is actually there.

JIM: Great. I feel like we keep adding to the list of things we are going to continue to talk to you 
about in the coming weeks. So that’s on the list now.

Before we leave this week, though, one question for both of you, back to that 2021 resolution 
study. We also asked people why they thought they were able to stick to their 2020 financial 
resolutions, and roughly a third each told us, on one hand, it was good to make progress, that felt 
good, another group said the goal was clear and specific and that helped, and about a third said 
the resolution was realistic and that made it easy to maintain. I guess what are your thoughts when 
it comes to keeping any financial resolutions that your folks might have for 2021? Leanna, we can 
start with you.

LEANNA: I love these. I think the clear and specific and realistic is so important, just similar—
we sometimes have these broad goals like, okay, I’m going to lose weight, but we don’t get into 
the nitty-gritty of diet and exercise and what the daily changes will look like. I would say as you 
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are creating these financial resolutions, it’s making these financial habits, those smart habits to 
get us to those goals. And something in the study as well, just seeing here, 77% of people who 
collaborated with a financial professional were able to stick with their goals. It dropped if you 
didn’t have one. Just a client last week, really quick, who is self-directed, meaning they like to 
choose their investments and they don’t really typically feel emotional at times had said 2020 was 
a giant curveball. Just being able to speak quarterly with her trusted financial wealth planner just 
allowed her to stay invested and help navigate such a year 2020 was. So as you are making these 
goals, keep that in mind to collaborate with a wealth planner.

JURRIEN: For me, it’s always kind of the same approach. I could set one really big goal for 
once a year, like New Year’s resolution. When that time comes, the goal is so big that it’s almost 
unsurmountable. But if I break that goal into 365 bite-size pieces and I say today I’m going to eat 
better and exercise more and save a little money, it becomes a lot easier to do, and then you don’t 
build that up to this insurmountable goal that you have to do. It’s the same with investing, with 
rebalancing, with dollar cost averaging. Just break it down into little pieces and it’s a lot easier to 
accomplish that way.

JIM: Great. Thank you both, again, for taking time on this Tuesday to be with us and to share 
your insights. To our viewers, of course, thank you as well. Reminder, if you need help or just have 
questions about building or updating your financial plans as we move into 2021 and beyond, 
remember that you can always call Fidelity to speak to one of our representatives. You can also 
visit our website or download Fidelity’s app and check that out if you haven’t done so already. 
Those are all great ways to start getting your questions or continue getting your questions 
answered. Again, huge thanks to Fidelity’s Leanna Devinney and Jurrien Timmer. Once again, 
thank you for watching. Stay safe. Be well. We will see you back here next week.
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