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1st Quarter 2021 

 

U.S. Economy 

The Bureau of Economic Analysis estimated that real Gross Domestic Product increased at an annualized 
rate of 4.3% in 4Q20, in comparison to a 33.4% increase in 3Q20. With Global GDP output having 
already fully recovered, US economy should be back to pre-COVID levels by 2Q21, with pre-COVID 
trend by 4Q21.  Having expected a deceleration of growth in late Q4 into 1Q21, MS & Co. projects 1.2% 
year-on-year average growth for 1Q21, with a ramp-up to 12.4% in 2Q21.  The seasonally adjusted 
unemployment rate for February 2021 was 6.2%, steadily decreasing each month after peaking in April at 
14.7%. According to the most recent data from the Federal Reserve Bank of St. Louis, corporate profits 
decreased -3.3% quarter over quarter and decreased -2.4% year of year.  Morgan Stanley & Co. 
economists forecast 1.8% inflation rate for 1Q21, and a 2.3% inflation rate for 4Q21.  Consumer 
confidence increased in February. In September, the Institute for Supply Management’s (ISM) Purchasing 
Managers Index (PMI), a manufacturing sector index, registered 64.7% in March, up 6.4% from 
February.  Overall, this figure indicates expansion in the overall economy after a contraction in April, 
which had been the lowest since 2008.  Generally speaking, a PMI over 50 indicates that the sector is 
expanding, a PMI below 50 indicates that the sector is shrinking. 

 

Fixed Income 

The bond market fell for the first time in the past three quarters. The Bloomberg Barclays US Aggregate 
Bond Index, a general measure of the bond market, fell -3.4%.The yield on the 10-year US Treasury 
notably increased, closing the quarter above 1.7%., up from the fourth quarter but still down from 1.92% 
at the end of 2019.  The shortest end of the curve fell in 1Q20 as the Fed cut their Fed funds target rate, 
with the yield on the 3-month Treasury bills falling to 0.02% as of 1Q21, from 1.54% at the start of the 
2020.  The Bloomberg Barclays Capital High Yield Index, a measure of lower-rated corporate bonds, 
gained 0.85%.  Mortgage-backed securities fell in the first quarter.  The Bloomberg Barclays Capital 
Mortgage Backed Index fell -1.1%.  The Bloomberg Barclays Capital Muni Index fell -0.35%.  

 

US Equity Markets 

The Dow Jones Industrial Average gained 8.3% in the first quarter of 2021, while the NASDAQ 
Composite Index gained 3.0%. The S&P 500 Index climbed 6.2% over the same time period.   All 11 
sectors of the S&P 500 gained in the fourth quarter with Energy the top performer, having gained 30.8%, 
and Consumer Staples the laggard, with a return of 1.2%.  Energy, Financials and Industrials 
outperformed for the second consecutive quarter, returning 30.8%, 15.9%, and 11.4%, compared to 4Q20, 
returning 27.8%, 23.2%, and 15.7%.  Laggards included Utilities, Info Tech, and Consumer Staples, 
coming in at 2.8%, 2.0%, and 1.2%, respectively.  The Russell Midcap gained 8.1% on the quarter, with 
mid-cap value (13.1%) outperforming mid-cap growth (-0.6%).  The Russell 2000, a small cap-index, 
gained 12.7% for the quarter, with small cap-value (21.2%) outperforming small-cap growth (4.9%). 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

Global Equity Markets 

US equities outperformed International in the first quarter 2021. The MSCI EAFE index advanced 3.6%.  
In the first quarter, the MSCI Emerging Markets Index gained 2.3%.  The MSCI Europe Index advanced 
4.2% while MSCI Japan underperformed, gaining 1.5%. The MSCI BRIC Index fell -0.1% while the 
MSCI Asia Index rose 2.1%.  The S&P 500 rallied 6.2% for the quarter. 

 
 

 

Livingston County Retiree Health Care Plan 

The Livingston County Retiree Health Care Portfolio was +3.78% for the 1st Quarter.   
 
Since the portfolios inception date of 11/7/2003 the portfolio has a total net contribution/withdrawal of 
$6,329,937 a quarter ending value of $22,590,635 for an investment gain of $15,435,698 or an annualized 
return of +7.00%.  
 
During the 1st quarter a distribution of $104,950.81 was taken for the Retiree Health Care Costs.  At the 
end of the 1st quarter your asset allocation was 71.6% equities and 28.4% fixed income.  You are 
currently 1.6% over our mandate in equites, this number is automatically adjusted with the quarterly 
distributions. 
 
Please contact me if you any have questions or concerns regarding the Livingston County Retiree 
Healthcare Plan. 
 
Sincerely, 
 

Ken 

 

Kenneth Mittelbrun, CIMA® 
Executive Director 
Senior Investment Management Consultant 
US Government Entity Specialist 
Financial Advisor 
 

 
 

 

 

 



Although the statements of fact and data contained herein have been obtained from, and are based upon, sources the firm 

believes reliable, we do not guarantee their accuracy, and any such information may be incomplete or condensed. All opinions 

included in this report constitute the firm’s judgment as of the date herein, and are subject to change without notice. This 

material is for informational purposes only, and is not intended as an offer or solicitation with respect to the purchase or sale of 

any security. This report may contain forward-looking statements, and there can be no guarantee that they will come to pass. 

Past performance is not a guarantee of future results. 

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally, the longer a bond’s maturity, the 

more sensitive it is to this risk. Bonds may also be subject to call risk, which allows the issuer to retain the right to redeem the 

debt, fully or partially, before the scheduled maturity date. Proceeds from sales prior to maturity may be more or less than 

originally invested due to changes in market conditions or changes in the credit quality of the issuer. With respect to fixed income 

securities, please note that, in general, as prevailing interest rates rise, fixed income securities prices will fall. High yield bonds 

are subject to additional risks, such as increased risk of default and greater volatility, because of the lower credit quality of the 

issues. 

Value Investing: Value investing involves the risk that the market may not recognize that securities are undervalued, and they 

may not appreciate as anticipated.  

Growth Investing: Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have 

relatively high valuations. Because of these high valuations, an investment in a growth stock can be more risky than an 

investment in a company with more modest growth expectations. 

INDEX DESCRIPTIONS: DOW JONES INDUSTRIAL AVERAGE: Covers 30 major NYSE industrial companies. The Dow 

represents about 25% of the NYSE market capitalization and less than 2% of NYSE issues. S&P 500 index: Covers 400 

industrial, 40 utility, 20 transportation, and 40 financial companies of the U.S. markets (mostly NYSE issues). The index 

represents about 75% of NYSE market cap and 30% of NYSE issues. It is a capitalization-weighted index calculated on a total 

return basis with dividends reinvested. NASDAQ COMPOSITE index: Covers 4,500 stocks traded over the counter. It represents 

many small company stocks, but is heavily influenced by about 100 of the largest NASDAQ stocks. It is a value-weighted index 

calculated on price change only, and does not include income. DOW JONES-UBS COMMODITY index: Composed of futures 

contracts on physical commodities which are traded on U.S. exchanges, with the exception of aluminum, nickel, and zinc, which 

trade on the London Metal Exchange (LME).RUSSELL 1000 index: Measures the performance of the large-cap segment of the 

U.S. equity universe. It is a subset of the Russell 3000 index, and includes approximately 1,000 of the largest securities based on 

a combination of their market cap and current index membership. The Russell 1000 represents approximately 92% of the U.S. 

market. RUSSELL 1000 GROWTH index: Measures the performance of those Russell 1000 companies with higher price-to-book 

ratios and higher forecasted growth values. RUSSELL 1000 VALUE index: Measures the performance of those Russell 1000 

companies with lower price-to-book ratios and lower forecasted growth values. RUSSELL MIDCAP index: Measures the 

performance of the mid-cap segment of the U.S. equity universe. The Russell Midcap index is a subset of the Russell 1000 index. 

It includes approximately 800 of the smallest securities based on a combination of their market cap and current index 

membership. The Russell Midcap index represents approximately 31% of the total market capitalization of the Russell 1000. 

RUSSELL MIDCAP GROWTH index: Measures the performance of those Russell mid-cap companies with higher price-to-book 

ratios and higher forecasted growth rates. RUSSELL MIDCAP VALUE index: Measures the performance of those Russell mid-

cap companies with lower price-to-book ratios and lower forecasted growth values. RUSSELL 2000 index: Measures the 

performance of the small-cap segment of the U.S. equity universe. The Russell 2000 index is a subset of the Russell 3000 index, 

and represents approximately 10% of the total market capitalization of that index. It includes approximately 2,000 of the smallest 

securities based on a combination of their market cap and current index membership. RUSSELL 2000 GROWTH index: 

Measures the performance of those Russell 2000 companies with higher price-to-book ratios and higher forecasted growth 

values. RUSSELL 2000 VALUE index: Measures the performance of those Russell 2000 companies with lower price-to-book 

ratios and lower forecasted growth values.MSCI EUROPE, AUSTRALASIA AND THE FAR EAST (EAFE) index: The MSCI 

EAFE® index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure 

developed market equity performance, excluding the U.S. & Canada. As of May 27, 2010, the index consisted of the following 22 

developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, 

Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the 

United Kingdom.  MSCI EMERGING MARKETS index: A free-float-adjusted market capitalization index that is designed to 

measure equity market performance in the global emerging markets. As of May 27, 2010, the index consisted of the following 21 

emerging market country indices: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, 

Malaysia, Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand, and Turkey. These indices are 

unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only, and do not represent 

the performance of any specific investment. Index returns do not include any expenses, fees, or sales charges, which would lower 

performance. 

© 2021 Morgan Stanley  LLC. Member SIPC 
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Wealth Management Perspectives 



Past performance is no guarantee of future results. Estimates of future performance are based on assumptions that may not be realized. This material is not a solicitation of any offer to buy or sell any security or other 
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Capital Markets Overview: 1Q 2021
Introduction 

Quarterly Update as of March 31, 2021 and Forecasts as of March 26, 2021

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC

• To kick off 2021, the S&P 500 saw continued gains, the fourth consecutive quarter of strong returns following the one-year anniversary of the 

March 2020 lows. Equities rallied 6.2%  on the quarter, following a quarter in which they gained 12.1%. Equities continued to rally as investors 

cheered the much-anticipated $1.9 trillion stimulus package and continued vaccine distribution, as well as robust economic data and easy 

monetary policy. US equities outperformed both international developed and emerging market equities in the first quarter. Morgan Stanley & 

Co. U.S. Equity Strategy has a 3,900 price target on the S&P 500 to December 2021.

• After the S&P 500 sectors finished the fourth quarter posting a strong performance, the sectors finished the first quarter with moderate 

returns. Energy, Financials, and Industrials outperformed for the second consecutive quarter, returning 30.8%, 15.9%, and 11.4%, compared to 

4Q20, returning 27.8%, 23.2%, and 15.7%. Laggards included Utilities, Info Tech, and Consumer Staples, coming in at 2.8%, 2.0%, 1.2%, 

respectively. Other major US indices were also up for the quarter: The Dow Jones Industrial Average rose 8.3% and the NASDAQ Composite 

rose 3.0%. 

• The MSCI EAFE Index (a benchmark for international developed markets) rose 3.6% while the MSCI Emerging Markets Index rose 2.3% for the 

quarter. US equities outperformed International developed and emerging market equities by 257 and 383 basis points, respectively, in 1Q. 

• The US aggregate bond market fell in the first quarter, and the Bloomberg Barclays US Aggregate Bond Index, a general measure of the bond 

market, fell 3.37%. 

• Morgan Stanley & Co. economists expect US GDP will be 12.4% in Q2 2021, and forecast positive GDP growth for 2021 as economic recovery 

continues, with an estimate of 8.1% GDP growth in Q4 2021.

• Commodities were up in the third quarter; the Bloomberg Commodity Index rose by 6.9% and Gold fell by -10.0%.
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Capital Markets Overview: 1Q 2021

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Federal Reserve Bank of St. Louis, Morgan Stanley Wealth Management GIC

Awaiting finalized Q1 data, the Bureau of Economic Analysis estimated that real Gross Domestic Product increased at an annualized rate of 4.3% in 

4Q20, in comparison to a 33.4% increase in 3Q20. With Global GDP output having already fully recovered, US economy should be back to pre-

COVID levels by 2Q21, and pre-COVID trend by 4Q21. Having expected a deceleration of growth in late Q4 into 1Q21,  MS & Co. projects 1.2% year-

on-year average growth for 1Q21, with a ramp-up to 12.4% in 2Q21. 

The seasonally adjusted unemployment rate for February 2021 was 6.2%, steadily decreasing each month after peaking in April at 14.7%. In 

February, total nonfarm payrolls were +379K. The improvements in the labor market reflect the continued resumption in economic activity to 

curtail effects of the pandemic.  The number of long-term unemployed (those jobless for 27 weeks or more) was 4.1 million, changed little over the 

month but is up by 3.0 million over the year.

According to the most recent data from the Federal Reserve Bank of St. Louis from 4Q20, corporate profits decreased -3.3% quarter over quarter 

and decreased -2.4% year over year. 

The Bureau of Labor Statistics has reported a +0.4% MoM price increase, and a  1.7% price increase for the year ending February 2021. Morgan 

Stanley & Co. economists forecast a 1.8% inflation rate for 1Q21, and a 2.3% inflation rate for 4Q21. 

The Census Bureau reported that the number of new private-sector housing starts in February was at a seasonally adjusted annual rate of 

1,421,000—down 9.3% from February of last year. 

The Census Bureau also reported that seasonally adjusted retail and food services sales declined 3.0% from the previous month, but increased 6.3% 

above February 2020. Consumer confidence increased in February, with the Conference Board Consumer Confidence Index reading 90.4, after 

reading 88.9 in January. Despite the decline, the US National Economy Expectations Diffusion Index increased from 39.5 in January to 48.5 in 

February.

In September, the Institute for Supply Management’s (ISM) Purchasing Managers Index (PMI), a manufacturing sector index, registered 64.7% in 

March, up 6.4% from February. Overall, this figure indicates expansion in the overall economy after a major contraction in April, which had been 

the lowest since 2008. Generally speaking, a PMI or NMI (ISM Non-Manufacturing Index) over 50 indicates that the sector is expanding, and a PMI 

below 50 indicates that the sector is shrinking. 

The ISM’s Non-Manufacturing Index (NMI), which represents growth in the services sector, was 55.3%f or February, down -5.8% from January.

The US Economy

Quarterly Update as of March 31, 2021 and Forecasts as of March 26, 2021
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Capital Markets Overview: 1Q 2021

Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized

S&P 500 6.17% 56.35% 16.28% 13.58%

Dow Jones 8.29% 53.78% 15.98% 13.10%

Russell 2000 12.70% 94.85% 16.34% 11.04%

Russell Midcap 8.14% 73.64% 14.67% 11.64%

Russell 1000 5.91% 60.59% 16.65% 13.63%

Key US Stock Market Index Returns (%) for the Period Ending 3/31/2021

US Equity Markets

As of 1Q 2021

The Dow Jones Industrial Average gained 8.3% in the first quarter of 2021, while the NASDAQ Composite Index gained 3.0%. The S&P 500 Index 

climbed 6.2% over the same time period.

All 11 sectors of the S&P 500 gained in the fourth quarter with Energy the top performer, having gained 30.8%, and Consumer Staples the laggard, 

with a return of 1.2%. Energy, Financials, and Industrials outperformed for the second consecutive quarter, returning 30.8%, 15.9%, and 11.4%, 

compared to 4Q20, returning 27.8%, 23.2%, and 15.7%. Laggards included Utilities, Info Tech, and Consumer Staples, coming in at 2.8%, 2.0%, 

1.2%, respectively.

The Russell Midcap gained 8.1% on the quarter, with mid-cap value (13.1%) outperforming mid-cap growth (-0.6%).

The Russell 2000, a small-cap index, gained 12.7% for the quarter, with small-cap value (21.2%) outperforming small-cap growth (4.9%).
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Source: FactSet, Bloomberg, Morgan Stanley Wealth Management GIC

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

MSCI EAFE 3.60% 45.15% 9.37% 5.29%

MSCI EAFE Growth -0.49% 43.00% 11.25% 7.61%

MSCI EAFE Value 7.60% 46.48% 7.20% 2.77%

MSCI Europe 4.21% 45.68% 8.83% 4.30%

MSCI Japan 1.47% 39.67% 10.83% 8.32%

S&P 500 6.17% 56.35% 16.28% 13.58%

MSCI Emerging Markets 2.34% 58.92% 12.47% 6.96%

Key Global Stock Market Index Returns (%) for the Period Ending 3/31/2021

US equities outperformed International in the first quarter of 2021 .The MSCI EAFE Index (a benchmark for international developed markets) 

advanced 3.6% for US-currency investors. 

In the first quarter, the MSCI Emerging Markets Index gained 2.3% for US-currency investors. The MSCI Europe Index advanced 4.2% for US-

currency investors, while the MSCI Japan underperformed, gaining 1.5%. 

The S&P 500 Index rallied 6.2% for the quarter.

Emerging economy equity market indices saw muted returns in the first quarter. The MSCI BRIC (Brazil, Russia, India and China) Index fell -0.1% in 

US dollar terms, while the MSCI EM Asia Index rose 2.1%. 

Global Equity Markets

As of 1Q 2021
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Capital Markets Overview: 1Q 2021

The bond market fell for the first time in the past three quarters. The Bloomberg Barclays US Aggregate Bond Index, a general measure of the bond 

market, fell -3.4%.

The yield on the 10-year US Treasury note notably increased, closing the quarter above 1.7%, up from the fourth quarter but still down from 1.92% 

at the end of 2019. The shortest end of the curve fell in 1Q20 as the Fed cut its Fed funds target rate, with the yield on 3-month Treasury bills falling 

to 0.02% as of 1Q21, from 1.54% at the start of the 2020.

Riskier parts of the bond market, such as US high yield debt, gained the most in the fourth quarter, buoyed by the market’s risk-on sentiment. The 

Bloomberg Barclays High Yield Index, a measure of lower-rated corporate bonds, gained 0.85%.

Mortgage-backed securities fell in the first quarter. The Bloomberg Barclays Mortgage-Backed Securities Index fell -1.1%. Municipal bonds fell 

slightly less; the Bloomberg Barclays Municipal Index fell -0.35%. 

The US Bond Market

As of 1Q 2021

Source: FactSet, Bloomberg, Morgan Stanley & Co. Research, Morgan Stanley Wealth Management GIC

INDEX IN USD Quarter 12 Months
5-Years 

(Annualized)

7-Years

 (Annualized)

Bloomberg Barclays US Aggregate -3.37% 0.71% 3.15% 3.31%

Bloomberg Barclays  High Yield 0.85% 23.72% 8.11% 5.42%

Bloomberg Barclays  Government/Credit -4.35% 0.70% 3.41% 3.48%

Bloomberg Barclays  Government -4.25% -4.43% 2.27% 2.69%

Bloomberg Barclays Intermediate Govt/Credit -1.89% 2.01% 2.80% 2.78%

Bloomberg Barclays Long Govt/Credit -10.41% -2.05% 5.59% 6.12%

Bloomberg Barclays Mortgage Backed Securities -1.10% -0.09% 2.45% 2.86%

Bloomberg Barclays Muni -0.35% 5.51% 3.52% 4.00%

Key US Bond Market Index Returns (%) for the Period Ending 3/31/2021
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