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Market Summary
The final 3 months of 2020 marked significant upward moves for most stocks. Some of the uneven gaps
between groups of stocks that were noted earlier in the year reversed sharply as well. Large stocks of the S&P
500 Index rose 12.1% in the fourth calendar quarter, yet was dominated by smaller stocks of the Russell 2000
Index that soared 31.3% in the same period. Both indices ended the full year in positive territory- the S&P 500
up at +18.3% and the Russell 2000 at +19.9%.
International stocks were muted in comparison, yet also improved.
quarter and finished the year up +8.4%.

The EAFE Index rose 16.1% for the

Aurora Perspective
In the last quarterly letter, we noted that there have been gaps in performance in various market sectors
where some sectors appear overvalued and at risk, while others have been neglected and stocks appear
reasonably valued. We also noted the levels of concentration in a small number of stocks, perpetuated by
indexing and less discerning retail traders. While these concerns are still present, conditions still allow for our
Growth At a Reasonable Price (GARP) discipline to find profitable and growing stocks selling at cheap
valuations. Our focus has been to swim away from the crowd and maintain our disciplined approach.

The investment returns of the stock market for the year 2020, in the end were positive and within “normal”
ranges compared to historical results. When people look back on this, people that were not alive yet will not
appreciate the angst and worry and emotion that was endured. While stocks generally ended up favorably,
there was a point in April where the S&P 500 Index was down 34%. As uncomfortable and unsettling as this
period was, strictly from a stock market perspective it was not novel. In the chart below, the red negative
numbers represent the losses the S&P 500 reached in any given calendar year. Note that even in the last 10
years of satisfactory overall returns, there were several declines of greater than 15-20% along the way.
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The price that must be paid to allow for stock investments to grow, is to suffer such short term volatility and
setbacks. In order to capture the consistent long term growth that investing in equities offers, we must allow
time to smooth and overcome these persistent impediments. The difficulty of course lies in the tension and
confusion and emotions that are present when these declines occur. Screaming headlines regarding politics,
pandemics, social unrest all can cloud the fact that investing alongside healthy and growing businesses over
the long run yields long term growth. So long as freedom and innovation are present in corporations, and the
capitalist spirit and system are able to translate the efforts of workers and managements into earnings, this
march to higher returns will continue.

Aurora Outlook
With that being said, we enter a New Year and survey the elements of change that are being ushered in.
Politically and economically, there is much to consider. It seems that Covid disruptions have been more
harmful to small and some mid-sized businesses while allowing some stronger, larger companies to get
stronger. Growing government intervention and deficits are a problem that will need to be addressed, likely
with higher taxes. Technology applications have been uneven and are creating disruptions that will spawn
new winners and losers.
Aurora remains focused on navigating these tides and staying true to our GARP discipline. Despite the risks
and the inevitable hindrances, we remain confident in our ability to build wealth over time for our clients.

David J. Yucius, Jr., CFA
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