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The V-shaped recovery on pace to transition to economic expansion in 2H21

Source: Bloomberg & Federated Hermes. As of April 7, 2021.
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Source: Bloomberg. As of April 7, 2021.
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Which has been dramatic and broad based

Continuing claims are down 83% from peak, the fastest comparable decline in history by a factor of two. Housing activity is at 14-year high, hitting levels not seen since before the Great Recession.

Manufacturing activity is at the highest level since 1983. Retail sales have recovered and are higher on a year-over-year basis despite the pandemic.
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Savings rate & disposable income
A stimulus-supported surge in income has consumers flush with savings

Source: Bloomberg. As of April 7, 2021.
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Bankruptcies are well below 2009 levels and falling

Source: Bloomberg. As of April 7, 2021.

Government and Central Bank actions have helped to limit bankruptcies



6

A double dip recession is not in the cards

As of April 2021. Past performance is no guarantee of future results.

Federated Hermes Recession Dashboard

The recovery continues with several indicators hitting new cycle-best levels
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The COVID-19 vaccines are likely to be stimulative
A look into vaccine options and effectiveness

*2009-2019 Average
Source: Business Insider “Moderna and Pfizer's coronavirus vaccines are more than 90% effective”
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Vaccinations are picking up pace
The US is on pace to be fully vaccinated by July 4th, if not sooner

Source: Strategas Research Partners. As of April 7, 2021.
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The US is among the leaders in distribution
The US and the UK are the clear leader among major economies

Percentage of Population to Have Been Administered 
Vaccinations

Source: NY Times as of April 7, 2021
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The improvement in older age cohorts bodes well for the 
broader population

Source: Strategas Research Partners. As of April 7, 2021.
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Several big states have yet to fully reopen

Source: Strategas Research Partners. As of April 7, 2021.
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While consumers are emerging, there is plenty of room to go

Source: Strategas Research Partners. As of April 7, 2021.
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The recovery has benefitted from massive fiscal stimulus
Fiscal stimulus in the US has, thus far, exceeded 30% of GDP

* Based on Fatas & Mihov (2016) post-1990 country-level estimates, calibrated to IMF-forecast shock to growth in 2020/21.
** Estimates of NGEU grants and loans for 2021, assumed to be 35% of total.
*** Actual or expected disbursements in CY 2020 or 2021 shown for "core" fiscal items and tax deferrals. Maximum 2020 or 2021 envelope for guarantees and central bank actions shown.
Source: IMF, Yale, CBO, OBR, Bruegel, Bloomberg, BMF, Evercore as of March 10, 2021

COVID-19 Fiscal Responses in 2020 & 2021 (% of GDP)
Actual/expected disbursements or maximum guarantees in effect in 2020 or 2021***
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More fiscal stimulus being distributed

Individuals ($1.2T)
 Another round of stimulus payments 

 Enhanced unemployment benefits 

 Rental assistance and eviction/foreclosure moratorium ($35B)

 Childcare investments and Child Tax Credit 

 Hazard pay

 Student loan assistance 

 Raise minimum wage 

Businesses ($40B)
 New grant program for small business owners

 Payroll Protection Program extension

 Employee retention tax credit

Covid-19 ($160B)
 National Vaccination plan

 Funding for testing

Education ($170B)
 Funding for reopening schools 

State and local government ($370B)
 Emergency funding for front-line workers

 Aid to public transit agencies

Cybersecurity ($10B)
 Funding to modernize information technology systems at 

federal agencies 

President Biden’s $1.9 billion plan forms the basis for negotiations

Source: Washingtonpost.com as of January 14, 2021. CNBC.com as of January 14, 2021. Cornerstone Macro as of January 15, 2021
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Stimulus is front-loaded focused on the consumer

Source: Strategas Research Partners. As of April 7, 2021.
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Additional spending likely in the pipeline

Biden’s American Jobs Plan Provisions ($Bn)

Source: Strategas Research Partners. As of April 7, 2021.
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Monetary Policy is also quite accommodative
The Thinking About Index

“We’re not even thinking about thinking about raising rates” 
– Jerome Powell, June 10, 2020

“We’re not even thinking about thinking about thinking about raising rates”
– Jerome Powell, July 29, 2020

New Fed Chair in February 2022. Will Biden 
reappoint Powell? 

• Lael Brainard
• Roger Ferguson

Possible third new Fed mandate: price stability, full 
employment, and racial diversity
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As growth expectations improve, rates are recovering
Economic recovery and supply/demand imbalances could spark inflation/rates fears

Source: Bloomberg. Data as of April 7, 2021.
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But some signs of inflation are appearing

Source: Bloomberg. Data March 11, 2021.

Corn 
up 70% 
over the past 
9 months.

Wheat up 
40% 
over the past 
9 months.

Soybeans 
up 80% 
over the past 
10 months.

Crude oil (WTI) 
up 100% 
over the past 
5 months.

Lumber up 
300% 
over the past 
12 months.

Copper 
up 100% 
over the past 
12 months.
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The federal debt is A popular concern
While debt levels have risen sharply, low rates mean that the interest burden has fallen dramatically
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But isn’t the market dangerously expensive?

Source: Strategas most current data as of April 7, 2021. Past performance is no guarantee of future results.

Valuations are certainly above long-term averages
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Note: S&P 500 data going back to 1950. NTM/ P/E data since 1964.
Source: Strategas Research Partners as of March 15, 2021 (left). Standard & Poor's, Federal Reserve, Thomson Financial, FactSet, Haver Analytics®, Credit Suisse as of March 2021 (right).
Past performance is no guarantee of future results.

When yields are 
below average,
rising rates tend
to drive valuations 
higher

Equilibrium:
5% Treasury Yield 

equals 20 P/E

Not so fast…
Current P/E’s make sense in the context of lower inflation and interest rates
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A deeper look suggests multiples are attractive
The relationship between P/E’s and corporate bond yields suggest meaningful upside

*Justified P/E = 1/(Corp Bond Yield + 1.40%)
Source: Bloomberg. Data as of April 7 2021.

Stocks Expensive vs. Bond Yields

Stocks Cheap vs. Bond Yields

Spread: Actual Forward P/E – Justified P/EForward P/E (Current Annual) vs. Justified P/E
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The rotation started in September

Relative Index Returns
Since 9/2/2020

Despite a january pause, we expect these sectors to gain steam in 2021

Source: Bloomberg. As of April 7, 2021. Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment.   
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We are coming off of historic value underperformance
With incremental news flow likely to favor cyclicals, we expect value to make up some lost ground 

Source: Russell; Bloomberg. As of February 2020. Value stocks may lag growth stocks in performance, particularly in late stages of a market advance.
Note: Represents the “troughs” of the Russell Value underperformance vs. Growth on a 12M rolling return basis

5 Periods of Most Significant 12 Month Value Underperformance
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Source: Credit Suisse and S&P. As of February 1, 2021, Past performance is no guarantee of future results.

Cyclical stocks are set for an historic earnings rebound
YoY S&P cyclical sector market cap weighed EPS growth – 3 previous recessions and post COVID est.

Note: Includes Energy, Materials, Industrials, and Consumer Discretionary

Market-Cap Weighted EPS Growth (%) of Cyclical Sectors
1 Year Post Earnings Recession Bottom
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Reopening is going to be massive

Source: Strategas Research Partners. Report as of March 11, 2021.
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Source: Bloomberg. As of April 7, 2021. 
Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment. Small company stocks may be less liquid and subject to greater price volatility than large company stocks.

Small Caps have outperformed after a recession market bottoms
The Russell 2000 has outperformed the S&P 500 by 22% on average.

Relative Performance of Russell 2000 vs. S&P 500
1 Year Post Recession Market Bottom
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Dividend payers offer compelling yield & valuation
Relative Yield vs. 10-year treasuries & P/E discount vs. Broad equity market at historic levels

Dividend Stocks Expensive vs. Broad Market

Dividend Stocks Cheap vs. Broad Market

Dividend Yield Compelling vs. Treasuries

Dividend Yield Unattractive vs. Treasuries

Source: Bloomberg. As of April 7, 2021. Past performance is no guarantee of future results. There are no guarantees that dividend paying stocks will continue to pay dividends. In addition, dividend paying stocks may not experience the 
same capital appreciation potential as non-dividend paying stocks
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Dividend cuts are largely behind US

Past performance is no guarantee of future results. 
There are no guarantees that dividend paying stocks will continue to pay dividends. In addition, dividend paying stocks may not experience the same capital appreciation potential as non-dividend paying stocks
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Source: Bloomberg. Data as od February 3, 2021.
International investing involves special risks including currency risk, increased volatility, political risks, and differences in auditing and other financial standards

International vs. Domestic = Value vs. Growth
International Equity indices are much more heavily weighted in value sectors

S&P 500 Weight

Info. Tech 28.0%

Media & 
Entertainment 9.2%

Internet Retail 5.0%

Biotech 1.9%

Total 44.0%

MSCI World ex 
USA Weight

Financials 18.1%

Industrials 15.0%

Pharma 7.5%

Energy 4.0%

Total 44.6%
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Diversified sources of revenue and potential capital 
appreciation

Non-U.S. small caps had higher average quarterly returns during up 
quarters of 9.0% versus 7.0% for non-U.S. large caps, 8.5% for U.S. 
small caps and 6.4% for U.S. large caps 

Non-U.S. small caps had higher average quarterly returns during down 
quarters -8.1% versus -8.5%, -9.8% and -9.2% for non-U.S. large 
caps, U.S. small caps and U.S. large caps, respectively

Quarterly return analysis based on returns from 12/31/2000 to 12/31/20. Revenue data as of 2/24/21. Sources: MSCI, Russell, Federated Hermes analysis. Asset class revenue sources and returns based on the following indexes: MSCI All 
Country World ex USA Small Cap Index, MSCI All Country World ex USA Large Cap Index, Russell 2000® Index, Russell 1000® Index. Past performance is no indication of future results. Past performance is no guarantee of future results. 
For illustrative purposes only and not representative of any specific investment.

International small-cap equities
Non-U.S. small caps have the potential to generate higher positive returns with lower downside risk
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More attractive return profile than other equity 
asset classes

Non-U.S. small caps have gotten a greater portion of their revenue 
from international sources versus non-U.S. large caps, U.S. small caps 
and U.S. large caps

There are more than 4,000 international small-cap companies in the 
MSCI ACWI ex USA Small Cap Index, a large opportunity set from 
which active managers can identify attractive equity investments

Average quarterly positive vs. negative return – last 20 years
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Federated Hermes Forecast 
Views are as of March 25, 2021

2016A 2017A 2018A 2019A 2020E 2021E 2022E

Real GDP 1.70% 2.30% 3.00% 2.20% (3.50)% 6.80% 6.20%

Core PCE 1.80% 1.60% 2.00% 1.60% 1.50% 1.80% 2.00%

Benchmark 10yr 
Treasury Yield 2.50% 2.40% 2.68% 1.92% 0.92% 2.25% 2.50%

Fed Funds Rate 0.75% 1.50% 2.50% 1.75% 0.25% 0.25% 0.25%

S&P 500 EPS $119 $133 $163 $167 $150 $180 $200

Target Forward P/E 16.8x 16.4x 15.0x 25.9x 20.9x 22.5x 22.7x

S&P 500 Target Price 2,239 2,674 2,507 3,231 3,756 4,500 5,000

PCE = Personal Consumption Expenditures. 2016, 2017, 2018 and 2019 are actual.
Views are as of the date indicated and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.
Source: Federated Hermes and the Commerce Department. 
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Federated Hermes Investment Focus
Views are as of April 1, 2021

Recommended Sector Allocation

Overweight

• Discretionary

• Energy

• Health Care

• Industrials

• Financials

Neutral

• Comm. 
Services

• Materials

• Technology

Underweight

• REITs

• Staples

• Utilities

• Equity – 6% Overweight

• Bonds – 7% Underweight

• Alternatives – 1% Overweight

• Cash – Neutral

• Fixed Income Duration – 92.5%

Asset Allocation Matrix

Equities

Overweight

• U.S. Small Cap

• U.S. Large Cap Value

• Emerging Markets

Neutral

• U.S. Large Cap 
Growth

• Eurozone

• Japan

• United Kingdom

Underweight

Bonds

Overweight Neutral

• MBS

• Muni’s

• TIPS

Underweight

• Agencies

• CMBS

• Treasuries

• High Yield

• IG Corporates

• Emerging 
Markets

• International 
Developed

Recommended % Allocation
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Europe*
2021 Recovery Delayed Not Cancelled 

* Six-month forward outlook.
+ indicates positive outlook = indicates a neutral outlook – indicates a negative outlook
Views are as of March 2, 2021 and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.

=/+

-/= =

Equity 
Market

• Manufacturing PMI has reached historically high levels pointing to potential upward revisions 
in GDP estimates. (+)

• Projected 2021 EPS growth numbers continue to be strong. Current estimates are for +37% 
y/y with estimates continuing to be revised upward. (+)

• Stock valuations remain attractive relative to the S&P 500. (+)

• ZEW sentiment surveys came in on the high end, signaling optimism among panelists that the 
economy will resume a growth trajectory in the next 6 months. (+)

• ECB remains dovish and committed to supporting the economy. (+)

• Household savings rate remains high at 17.4% down from 24.6% in 2Q20, but still elevated 
relative to history. Once lockdowns ease these savings will help fuel pent up demand. (+)

• Levered to synchronized global recovery due to dependency on exports and manufacturing. 
Global rotation from growth to value helps the value heavy European indices. (+)

• COVID related lockdowns in Germany, France and Italy were extended to the end of April. 
Vaccine rollout is slower than expected. European Union projects that member states will have 
enough vaccines to vaccinate majority of their populations by the end of June. (=/+)

• The Service sector is still struggling, though the most recent survey noted some of the hard-
hit areas are showing greater resilience than last year, suggesting they have been able to 
somewhat adapt to social distancing constraints. (-)

• Summer tourist season could be more impacted than expected. Consensus is that the summer 
tourist season won’t be a normal season, but still likely an improvement over last year. A 
reduced travel season impacts Spain, Italy and Greece more than other EZ countries. (-)

Europe

United Kingdom

Economic 
Outlook

=/+
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United Kingdom*
Successful Vaccine Roll-Out Leading to Economic Recovery

* Six-month forward outlook.
+ indicates positive outlook = indicates a neutral outlook – indicates a negative outlook. 
Green shaded areas indicate an upgrade from our previous position.
Views are as of March 2, 2021 and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.

+

-/= =

Equity 
Market

Europe

United Kingdom

Economic 
Outlook

=/+

• UK is having a very successful vaccine roll-out program. Estimates show majority of the 
population will have received at least one dosage by the end of May. (+)

• The UK has entered phase 2 of their COVID lockdown exit plan. PM Johnson sounded 
optimistic on the prospect for a full lifting of measures by June. (+)

• Manufacturing PMIs in expansionary territory, though partially constrained by shipping 
delays caused by a combination of COVID restrictions and new regulations post-Brexit. (+)

• With a roadmap for reopening in place, the UK Labor market posted its strongest rebound 
in hiring since 2015 as businesses prepared for the lifting of lockdown measures. (+)

• Bank of England remains supportive. UK rates will not be raised until inflation is consistently 
above 2%. (+)

• Household savings rate well above historical averages at 16.1%, but below COVID high of 
25.9% seen in 2Q20. (+)

• FTSE 100 is overweight cyclical-value sectors that will benefit from rising rates and a 
synchronized global recovery. (+)

• Consumer confidence is subdued with an unwillingness to take on major purchases. We 
expect confidence levels to rebound sharply as COVID related lockdowns are relaxed. (=)

• Positive momentum vaccinating UK citizens coupled with dissipating Brexit risks is causing 
economic forecasts to be revised upward, propelling the pound higher. A strengthening 
pound hurts larger UK multinationals dependent on competing in a global economy. (-)
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Japan*
Levered to Global Cyclical Recovery

* Six-month forward outlook.
+ indicates positive outlook = indicates a neutral outlook – indicates a negative outlook. 
Red shaded areas indicate a downgrade from our previous position.
Views are as of March 2, 2021 and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.

=/+

-/= =

Equity 
Market

Europe

United Kingdom

Economic 
Outlook

=/+

• Overall doing a good job on managing COVID. Vaccination roll out has been slow, but the 
virus has largely been kept under control in the country as a whole. (+)

• In February, passed a bill to ratify the Regional Comprehensive Economic Partnership (RCEP) 
trade pact which covers some 46% of Japan’s total trade – including China and South Korea, 
its first and third largest trading partners, respectively. (+)

• Manufacturing PMI pointed to an expansion for the first time since April 2019. New export 
sales improved in key markets, particularly China. (+)

• Levered to China growth as exports to China surged 37.5% y/y during the month of 
January, driven in part by demand for chip-making equipment and plastics, but is also 
attributable to the timing of the Chinese New Year and potential front-loading of orders. (+)

• Core machinery orders, a leading indicator of capital spending, has been rising over the last 
three months. (+)

• Preliminary Machinery Tool orders for March were up 65% YoY – largely driven by foreign 
demand. This marks the first time the total amount of orders has exceeded ¥120 billion in 2 
years and the fifth consecutive month of YoY growth. (+)

• BOJ remains committed to supporting economic growth. (+)

• Equity valuations are above historical norms, awaiting earnings to catch-up. (=)

• PM Suga’s approval ratings have been falling, opening up potential political uncertainty. (-)
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Emerging Markets – Asia*
EM-Asia is Global Center of Economic Growth

+

-/= =

Equity 
Market

Europe

United Kingdom

Economic 
Outlook

+

.
* Six-month forward outlook.
+ indicates positive outlook = indicates a neutral outlook – indicates a negative outlook. 
Views are as of March 2, 2021 and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.

• Manufacturing and Service PMIs remain in expansionary territory; however, recent 
readings have been softer as recovery is plateauing. (+)

• China’s exports during 1Q21 spiked over 60%. Monthly rates are at multi-year highs as 
demand for electronics and COVID related supplies remains high. (+)

• China’s Two Sessions Government Work Report sets 2021 GDP growth target at 6%, with 
an aim to add over 11 million new urban jobs, and an expectation that CPI could increase 
to over 3%. (+)

• The Reserve Bank of India’s Monetary Policy Committee has kept its key repo rate 
unchanged at 4% and said it will keep accommodative stance until prospects of sustained 
recovery are well secured. (+)

• India suspended vaccination exports as COVID cases surged within the country following 
the spring festival of Holi. (=)

• Logjams at the ports have caused disruptions in supply chains impacting both imports 
and exports. (-)
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Emerging Markets – Latin America*
COVID Crisis Still Severe in Many Regions

=

-/= =

Equity 
Market

Europe

United Kingdom

Economic 
Outlook

=

* Six-month forward outlook.
+ indicates positive outlook = indicates a neutral outlook – indicates a negative outlook. 
Views are as of March 2, 2021 and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.

• Brazilian Manufacturing PMIs point to a continued strong improvement in the 
manufacturing sector, albeit at a pace slower than the second half of 2020. 
Service PMIs remain in contraction territory. (+)

• COVID crises have not abated, especially in Brazil where new variants are 
causing a spike in deaths. (-)

• Inflation in Brazil drove the Central Bank to lift interest rates putting pressure on 
growth rates. (-)

• Political risk has increased in Brazil following recent moves by Bolsonaro to 
intervene in the economy. Most recently by replacing the CEO of Petrobras and 
threatening to levy a higher bank tax to cover losses from a recent fuel tax 
break. Peru and Chile are also facing increasing political headwinds. (-)

• Colombia, Chile, and Peru all hold presidential elections in the next year and a 
half and opinion polls show rising odds that populists may displace the more 
investor friendly incumbents – potentially curbing much needed infrastructure 
building. (-)



40Source: Federated Hermes.

Secular Bear Market Cyclical Bear Market

Duration until
new high

10 to 20 years 12 to 18 months

Depth to down
move

Multiple 40% declines Usually 20%, occasionally 
30%, never 40%+

Typical drivers -Long recession/ 
depression
-Stagflation
-Poor policy response
-Financial crisis/ capital    
destruction

-Short recessions
-Market accidents

Not all bear markets are created equal
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We continue to believe that the secular bull is intact
We expect markets to surpass their old highs

Note: Shaded areas indicate recessions.
Source: Bloomberg, Federated Hermes. As of January 2021. Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment.

The History of the Bull and Bear Market
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The Digitization Revolution is changing traditional rules of 
thumb for economic/ market forecasters 

Source: Federated Hermes.

A Flurry of Innovation is Changing the Nature of Business 
and Leading to a More Productive Economy
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The Digital Revolution is occurring alongside the rise of the 
millennials

Source: Federated Hermes; Goldman Sachs. As of December 2018.
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The five key long-term drivers of this secular bull market are 
accelerating, not weakening. . .

Views as of April 2020.

Driver Impact on Driver of Bull Getting 
the Virus

Digital Revolution Accelerated

Biotech Revolution Accelerated

U.S. Manufacturing Renaissance Accelerated

Supportive Policy Backdrop Lengthened

You Can’t Own Everything Deepened, Lengthened
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The US manufacturing renaissance will see supply chains 
come back home

”Brand China” Is Wounded

• Higher shipping costs
• Higher energy costs
• No IP protection
• Geopolitical risks
• Lack of Transparency
• Pandemic Origination

The Center of the US is the 
Next Great “Emerging Market”

• Abundance of land
• So much energy we burn it at the well
• Easy shipping routes to the best end 

markets (i.e. East and West coast)
• Ironclad IP protection
• One of the lowest tax rates in the world
• No new diseases from Kentucky
• Amber waves of grain
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The Digital Revolution accelerates
For the first time ever, digital investments surpasses physical investments

Source: Bureau of Economic Analysis & Federated Hermes as of August 2020.
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Labor market is realigning
Continuing claims have fallen by 21 million, while initial claims remain elevated

Source: Bloomberg. As of April 7, 2021.
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Productivity rising
As companies realign their capital and labor, this bodes well for productivity growth

Source: Bloomberg. As of April 7, 2021.
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Higher Corporate Tax Rates 
Raise corporate tax rate from 21% to 28%
Create a minimum 15% book tax rate 
Double the global minimum tax on offshore 
profits from 10.5% to 21%
Carried interest treated as ordinary income
Introduce a financial transactions tax

Tax hikes present a potential risk

Higher Individual Tax Rates 
Restore the top tax rate at 39.6%
Tax capital gains (20%) & dividends (22%) at 
ordinary rates
Cap deductions at 28% 
Does not fully restore the SALT deduction

Increase Social Security Benefits 

Eliminate the income cap on Social Security 
taxes (12.4%), currently at $142,800

Double the Federal Minimum Wage from 
$7.50 to $15 per Hour

Higher consumer prices

Lower profit margins

Increased unemployment

Expand the Affordable Care Act

Higher Estate Taxes 

Increase tax rate from 40% to a graduated rate 
of 77%, reduce the exemption from $11.58M to 
$3.5M, and eliminate the step-up basis on estate 
taxes

College Education

Free two-year community college and four-year 
college for families making less than 125K

Absolve $1.6 trillion student-loan debt

10k max per borrower
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Note: Utilities and Equity Real Estate Investment Trusts (a Real Estate industry) were excluded from the analysis.
Source: US Equity & Quant Strategy, Compustat Global Research as of July 20, 2020.

This could disproportionately impact tech

Estimated S&P 500 Earnings Impact Based on Biden’s Proposals
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Current proposals suggest a more modest drag on earnings 
growth

Source: Strategas Research Partners. As of April 7, 2021.
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Is Manchin the linchpin?
New moderate bi-partisan senate coalition:

Joe Manchin III
(D) West Virginia

Lisa Murkowski
(R) Alaska

Susan Collins
(R) Maine

Mitt Romney
(R) Utah

Krysten Sinema
(D) Arizona

Jon Tester
(D) Montana
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New democratic presidents have produced strong equity 
market gains in their first year

Source: Strategas Research Partners. As of January 20, 2021. Past performance is no guarantee of future results. 
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Historically control of congress matters most for stocks

Source: Strategas Research Partners as of January 20, 2021. Past performance is no guarantee of future results. 
* 2001-2002 excluded from the chart because the 2000 election resulted in a 50/50 Senate.

54

*



55

Chart shows annual data as of December 31, 2019.
Source: Bloomberg, Morgan Stanley & Co. Research, NBER, Bloomberg, Haver Analytics. The Morgan Stanley Cycle Indicators measure the deviation from historical norms for macro factors including employment, credit conditions, 
corporate behavior and the yield curve. The repair phase occurs due to the lag time between when these factors are beginning to improve and when they turn positive. Report as of July 24, 2020.

But politics aren’t everything

Business Cycles Have Mattered More Than the Party in the Oval Office

Historically, the business cycle matters more for the direction of markets
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The math behind various approaches over a full market cycle

Source: .Federated Hermes, Inc. and Bloomberg, 2020. As of 2/19/20.
Based on hypothetical investments in S&P 500. Indexes are unmanaged and actual investments cannot be made in an index. 
Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment. Please note that the total investment amounts are different for these examples. See details in the 
table above.

Despite the uncertainty, averaging in historically pays
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And has been A winning strategy over time

Source: Federated Hermes, Inc. and Bloomberg, 2020. As of 12/31/19. 
Based on hypothetical investment in S&P 500. Indexes are unmanaged and actual investments cannot be made in an index.
Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment. Please note that the total investment amounts are different for these examples.
Dollar-cost-averaging cannot assure a profit or protect against loss in declining markets. Because it involves continuous investment regardless of fluctuating prices, investors must consider their financial ability to continue purchases 
during periods of low price levels.

Since 1929, averaging has outperformed the market in every decade except for the 2000’s

If an investment of $100,000 is made on the last day of a decade, what would the returns – cumulative and average annual –
look like for the following decade?

Like in the previous slide, the “buy & hold” approach represents a one-time investment of $100,000 in the S&P 500, and no 
additional investments are made. The “monthly dollar cost average” approach represents and investment of $100,000 in the 
S&P 500, and an additional $1000 investment is made monthly on the last day of the month.
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