
It has been just over a year since stocks around
the world began to recover from the pandemic-
driven sell off. Stocks in the US found their

bottom around March 23, 2020. Since then, returns
have been unusually strong with small cap stocks
leading the way with the Russell 2000 Index up
123% and the Nasdaq Composite up over 100%.
The rebound is not so surprising given the amount
of �iscal and monetary stimulus that has been
injected into the economy over the past year. The
�iscal stimulus including the CARES Act, PPP,
Consolidated Appropriations and the American
Rescue Plan amount to over $5.4 trillion, while the
Federal Reserve has expanded its balance sheet by
nearly $3.6 trillion. Taken together, the stimulus
efforts amount to over 43% of 2020 US GDP with
even more potential �iscal plans. To place the
astronomical stimulus in context, the Bureau of
Economic Analysis (BEA) announced on March
25th that US GDP contracted 3.5% in the full year
2020. The BEA also announced its Q4 2020 GDP
estimate indicating expansion at a 4.3% pace
following Q3 growth of 33.4%. [chart courtesy
Bloomberg LP (c) 2021]

On the monetary front, the Fed’s balance sheet
currently stands at $7.76 trillion. This �igure will
become even larger as the Federal Open Market
Committee announced in the March 17th statement
that it will be buying $120 billion of Treasury ($80
billion) and mortgage ($40 billion) securities each
month. The FOMC has also instructed the Open
Market Desk to provide further support to agency-
backed MBS and CMBS markets as necessary.

While the Fed’s actions are startling when viewed in
isolation, they are not when compared to other
central bank QE. The ECB’s balance sheet is about
$8.8 trillion, materially higher relative to Europe’s
own GDP. By comparison, the Fed does still have
some �lexibility going forward.

With the economy clearly on a strong path to
recovery, we see continued stimulus as potentially
overkill, at least in market terms, and the excess
liquidity will likely produce further gains in stocks
in the months ahead. Existing �iscal spending has
also not been fully deployed yet, so decisions and
estimates are being made based on what may
happen vs. what actually is happening. Our concern
is that going for more before what has already been
set aside has been spent might lead to overshoot. Or,
equally likely, the stimulus is imprecisely applied
and ends up overstimulating areas of the economy
and markets that do not need it while failing to
bene�it areas (lower-wage jobs, municipal �inance,
housing) that actually need the help.

US Federal Reserve Balance Sheet ($Trillions)

As we have discussed for some time now in our Risk
Outlook, further gains in stocks in the months ahead
may be reasonable based on the blend of stimulus
and QE, but for how long? Our sense is that a brutal
day of reckoning will arrive once the Fed begins to
taper bond purchases. Even if the Fed is as gentle on
the brakes as possible, the mere breath of a
possibility that the ride could be coming to an end
will be a shock to the system. We have seen
repeated examples of sharply negative market
reactions to Chairman Powell simply not choosing
his words well. Reducing QE is a positive sign that
the economy and markets are strong enough to
stand on their own, but the transition will not be
easy.
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Portfolio Positioning

Even with a few brief interruptions in areas like Tech
equities, markets have continued to steadily grind
higher as they digest ongoing government spending and
central bank support. We maintain a small but growing
overweight allocation to equities overall and modest
overweight to �ixed income, leaving cash underweight.
Within global equities, we are overweight with respect
to the US, modestly overweight to Asia x-Japan and
neutral with respect to Emerging Markets. We are
neutral with respect to Eurozone stocks and
underweight Japan. Within �ixed income, we are
overweight in the US with a preference for mortgages
and investment grade corporate credit. We have little to
no exposure to non-US �ixed income except through
Green Bonds in our ESG series portfolios. All portfolios
holding �ixed income maintain lower duration than the
benchmark.

Risk Outlook

■ We have discussed the risk of quasi-regime change
in Washington DC for several months, and are
seeing it play out as expected so far. Any time
government changes hands, even to successors
within the same party, this introduces new
uncertainties about legislative priorities,
infrastructure, social programs, regulation and
other areas in�luenced or outright controlled by
government. One-party control of Washington
might suggest a dramatic agenda, but the party
advantage in the House narrowed, and Senate
control rests only with the VP tie-breaker. The
American Rescue Plan was enacted through budget
reconciliation, and there is a lack of desire to
disrupt legislative tools like the �ilibuster to clear
the road for other priorities like an infrastructure
bill. There is an outside chance of a bipartisan plan,
but markets do not seem to be handicapping a high
likelihood of anything signi�icant. Therefore, the
risk of disappointment is low, but there might be a
positive jolt if DC surprises everyone with a
bipartisan infrastructure program. More generally,
we continue to anticipate smaller changes at the
margin, in some cases walking back Republican
priorities and in others advancing Democratic ones.
We expect the market to be satis�ied with stimulus
plus incrementalism, and the risks will be found in
targeted areas of the market and economy rather
than at the headline level.

■ Benign conditions do not always result in benign
outcomes. As discussed elsewhere, even a slight
normalization of the rate environment, which
would re�lect stabilizing economic conditions, could
have profound effects in �ixed income markets,
severely dragging down assets like 30-year
Treasury Bonds which are normally seen as safe
harbors from risk. Wall Street has been cautioning
about the risk of rising rates since the end of the
Financial Crisis in 2009, but we have yet to actually
have to live with those risks because a slow grind
recovery followed by a series of crises including
COVID have conspired to hold central bank policy
where it has been – accommodative. Even a mild
turn of phrase by the Fed Chair has resulted in
temporary shocks in the bond and even equity
markets, so we can anticipate that rising rates are
not welcome in markets that have enjoyed easy
money for more than a decade now. This compels
us to think about risk in globally diversi�ied
portfolios differently, where the traditionally more
conservative parts of asset allocations may actually
represent more material risk in the nearer term.

■ Big questions about the social contract will
continue to play out in the months ahead. The ratio
of constructive to destructive discourse and
activism will weigh heavily on the impact to
investors and the economy. Advancements in
diversity, equity and inclusion, civil debate about
justice reform, building back better and stronger as
part of the COVID recovery, and improving
participation in the US (and global) economy will be
positive drivers. Putting that at risk, and with it
capital formation and job creation, would be more
violent and destructive actions that focus attention
and resources away from serving and supporting
the individuals and communities and their families,
businesses and livelihoods who are struggling
everywhere from the urban Northeast to the rural
Southwest.
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Risk Outlook [cont’d]

• As the “long, dark winter” as it has been variously
described by public health of�icials comes to an end,
we appear to have passed the transmission peak,
albeit with signs of a coming fourth wave globally.
Whether this is the byproduct of changing public
policy, ramped up vaccine distribution, or personal
behavioral adjustments, or likely some blend of all
three, there is reason to believe the opportunity
exists to begin thinking about a post peak-COVID
world. We say “post peak” and not “post COVID”
because we see a lack of certainty about the global
community’s ability to put the coronavirus
completely behind us as new variants circulate that
are more transmissible and more infectious, such as
the “UK” and “South Africa” strains which move
more quickly and seem to beat social measures as
well as the vaccines that are being deployed. At the
same time, necessity being the mother of invention,
businesses, schools, governments, and houses of
worship are learning to function in the environment
which is available to us, which means using a blend
of immunization, public health programs, and
behavioral adjustments like masks and social
distancing to get to what may be a near-term
“normal” where education, business, worship,
entertainment and leisure can resume with
strictures. We see the risk to achieving this near-
term normal coming from strong resistance to
participating in immunizations or simple lack of
access to same, new and dangerous virus
mutations, and other conditions which perpetuate
the current Hobson’s choice of health and safety vs.
education and a functioning economy.

• One of our long-term risk themes continues to be
our focus on Chinese Communist Party actions
which have not materially shifted for the better in
the COVID era. From aggression in the Asia-Paci�ic
region to military tension along the border with
India to suppression of Hong Kong citizens’ rights
and the interests of the Uighur population and the
lack of contrition for their early role in failing to
stop COVID-19 in its tracks, all may contribute to
China-directed backlash or retaliation. There does
seem to be regional coherency in the response as
nearly all Paci�ic nations have aligned with the US
against Chinese aggression. From lack of respect for
intellectual property rights to involvement in global
criminal drug traf�icking to �inancial crimes and

human rights abuses bordering on genocide, the
country is �inding it harder to get the global
community to look the other way. We view this as a
risk to investment in China and investment in
companies reliant on a Chinese supply chain, but
likely bullish for other parts of the Asia Paci�ic
interested in usurping China’s role as the
manufacturing �loor for the world.

• Accelerating and likely permanent changes to
consumer behavior and global supply chains that in
many cases were already under way and have been
amped up by CoV-2 are likely to create further near-
and long-term disruption but also opportunity as
more local, sustainable and safe sources of goods
and services emerge. 2020 has fundamentally
reordered what it means for businesses to be
resilient and what is required to operate reliably
and ef�iciently under a variety of externalities. In
main street terms, the “old ways” are not coming
back and markets will need to process and reorient
capital around the new order.
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ESG Considerations

Over the last few years, there have been waves of
convulsive social upheaval that have given rise to
everything from social media hashtags to fully formed
and incorporated movements to address issues ranging
from racial division and equal justice to climate change
to the treatment of women in the workplace.
Historically, companies have tended to stay on the
sidelines unless the issue at hand was so
overwhelmingly broad-based (apartheid South Africa) it
pulled in the entire business community or so speci�ic it
only touched a single company (child labor in an apparel
company’s supply chain, for instance). Even so, the
impulse generally has come from outside the company,
from customers or shareholders as examples, where
maintaining neutrality or failing to act on a speci�ic
controversy could do tangible and lasting damage to a
brand or a marketplace. Left to its own devices, a
company would tend to focus on its cars or laundry soap
and not try to imbue the product or the company with
any set of values other than speed, style, cleanliness,
ef�iciency, low cost or whatever quality Madison Avenue
proposed would sell the most product to the most
consumers.

More recently, we have seen companies become more
responsive to a wider array of stakeholders, listening
not just to customers and management but employees,
suppliers, shareholders, lenders, partners, communities,
regulators, legislators, interest groups, academics and
others. The narrow view is that the company’s exclusive
responsibility is to its owners and its balance sheet and
that all of these other voices are distractions or
distortions. In reality, these other voices have always
had a meaningful effect on the company’s performance
and value, and management is just doing a better job
now of identifying and managing what historically were
written off as inconsequential externalities.

There is certainly a branding or marketing angle in
many cases where getting on the right side of an issue
can help endear the company to its desired market. This
has been true for both very progressive and very
conservative companies and causes. Where there is an
intersection of internal values and beliefs with the
priorities of the marketplace, companies may attempt to
walk the high wire and try to appeal to their core
constituency while not driving off the part of the market
that may appreciate the product or service but not the
mission or message. There have been some conspicuous
cases where companies focused too much on the

marketing opportunity and not the issue itself and
managed to upset everybody – both stakeholders who
do not agree with the messaging, and stakeholders who
would have agreed but found the approach crass and
insincere.

Fundamentally, we are observing corporate leadership
teams “reading the room” and appreciating that there is
a convergence of interests between the company and its
stakeholders. A company like Coca Cola or Delta, even as
an oligopoly, is not going to improve the P&L and share
price by remaining silent on concerns about voter
disenfranchisement when the community in which they
operate and the broader community to which they sell
�lexes their economic muscle and says “not acceptable”.
The competition can also gain an advantage by simply
standing back with arms folded. Pepsico, also selling
�lavored sugar water and snacks to the same customers
at the same prices, bene�its by simply not being
headquartered in Atlanta. Coca Cola’s leadership would
be bad operators doing nothing and ceding market
space to a company not facing the same headwinds.

There are those who say that companies should stay out
of politics or stay out of social or environmental issues,
but companies are inexorably bound up in all of these.
Politics has a lot to do with how business-friendly their
operating environments are; social issues impact how
companies recruit talent and build communities of
customers; and environmental issues directly impact
operating risks and costs. Professor Michael Porter of
Harvard Business School and Mark Kramer, who with
Porter founded impact advisory �irm FSG, famously co-
authored a seminal piece in the Harvard Business
Review on creating Shared Value. In Professor Porter’s
own words: “Companies could bring business and
society back together if they rede�ined their purpose as
creating "shared value"—generating economic value in a
way that also produces value for society by addressing
its challenges. A shared value approach reconnects
company success with social progress. Firms can do this
in three distinct ways: by reconceiving products and
markets, rede�ining productivity in the value chain, and
building supportive industry clusters at the company's
locations.” Companies will not always get it right, but
being responsive to stakeholder concerns shows a
degree of awareness of externalities that really are
shared-value internalities, and demonstrates a
nimbleness and adaptability that will serve them well in
increasingly competitive markets.
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Equity Markets

Global equities built on February gains climbing 2.8%.
Gains reached across the entire developed world with
key European markets outperforming. Europe’s
showing is encouraging because it may signal
optimism in otherwise challenging economic
circumstances.

Outperformance in the US continued with Large, Mid
and Small Caps among the world’s top performers in
March. Emerging Markets continued to be adversely
impacted by Chinese shares. Of note, the Shanghai
Shenzhen CSI 300 fell 5.4%.

Bond Markets

The benchmark US 10-year Treasury Bond yield’s
continued ascent (rising from 1.41% to 1.74% by
month end) was a major headwind for nearly all
segments of �ixed income. The only exception was US
High Yield.

The US Dollar continued to recover, tacking on 1.48%
in March, which placed further downward pressure on
international �ixed income for US-based investors.

March 2021 Capital Market Review

We view the con�nued rise in global stock markets as reassuring and even a li�le
surprising in light of rising interest rates, par�cularly in the US. The downside is
that bond market condi�ons remain challenging in this rising-rate environment.
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Wilde Capital Management, LLC is a registered investment adviser. Information presented is for educational purposes only and
does not intend to make an offer or solicitation for the sale or purchase of any speci�ic securities, investments, or investment
strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to �irst consult with a quali�ied
�inancial adviser and/or tax professional before implementing any strategy discussed herein. Past performance is not indicative of
future performance.

It is important to remember that there are risks inherent in any investment and that there is no assurance that any money manager,
fund, asset class, style, index or strategy will provide positive performance over time.

Diversi�ication and strategic asset allocation do not guarantee a pro�it nor protect against a loss in declining markets. All
investments are subject to risk, including the loss of principal.

The information contained herein is based upon the data available as of the date of this document and is subject to change at any
time without notice.

Portfolios that invest in �ixed income securities are subject to several general risks, including interest rate risk, credit risk, the risk
of issuer default, liquidity risk and market risk. These risks can affect a security’s price and yield to varying degrees, depending
upon the nature of the instrument, and may occur from �luctuations in interest rates, a change to an issuer’s individual situation or
industry, or events in the �inancial markets. In general, a bond’s yield is inversely related to its price. Bonds can lose their value as
interest rates rise and an investor can lose principal. If sold prior to maturity, �ixed income securities are subject to gains/losses
based on the level of interest rates, market conditions and the credit quality of the issuer.

Foreign investments are subject to risks not ordinarily associated with domestic investments, such as currency, economic and
political risks, and may follow different accounting standards than domestic investments. Investments in emerging or developing
markets involve exposure to economic structures that are generally less diverse and mature, and to political systems that can be
expected to have less stability than those of more developed countries. These securities may be less liquid and more volatile than
investments in U.S. and longer-established non-U.S. markets.

An investment in small/mid-capitalization companies involves greater risk and price volatility than an investment in securities of
larger capitalization, more established companies. Such securities may have limited marketability and the �irms may have more
limited product lines, markets and �inancial resources than larger, more established companies.

Portfolios that invest in real estate investment trusts (REITs) are subject to many of the risks associated with direct real estate
ownership and, as such, may be adversely affected by declines in real estate values and general and local economic conditions.
Portfolios that invest a signi�icant portion of assets in one sector, issuer, geographical area or industry, or in related industries, may
involve greater risks, including greater potential for volatility, than more diversi�ied portfolios.

Important Disclosures: Exchange-Traded Funds

Exchange-traded funds (ETFs) are investment vehicles that are legally classi�ied as open-end investment companies or unit
investment trusts (UITs) but differ from traditional open-end investment companies or UITs. ETF shares are bought and sold at
market price (not net asset value) and are not individually redeemed from the fund. This can result in the fund trading at a
premium or discount to its net asset value, which will affect an investor’s value. Shares of certain ETFs have no or limited voting
rights. ETFs are subject to risks similar to those of stocks.

ETFs included in portfolios may charge additional fees and expenses in addition to the advisory fee charged for the Selected
Portfolio. These additional fees and expenses are disclosed in the respective fund/note prospectus. For complete details, please
refer to the prospectus.

For additional information regarding advisory fees, please refer to the Fee Summary and/or Fee Detail pages (if included with this
report) and the program sponsor's/each co-sponsor's Form ADV Part 2, Wrap Fee Brochure or other disclosure documents, which
may be obtained through your advisor.

Certain ETFs have elected to be treated as partnerships for federal, state and local income tax purposes. Accordingly, investors in
such ETFs will be taxed as a bene�icial owner of an interest in a partnership. Tax information for such ETFs will be reported to
investors on an IRS schedule K-1. Investors should consult with their tax advisors in determining the tax consequences of any
investment, including the application of state, local or other tax laws and the possible effects of changes in federal or other tax laws.

Summit, New Jersey, 07901

(866) 894-5332

www.wildecapitalmgmt.com

contact@wildecapitalmgmt.com

Visit us on social

Facebook.com/wildecapitalmgmt

Instagram.com/wildecapitalmgmt2016

LinkedIn.com/company/wilde-capital-management


