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Outlook Comments

We remain favorable on U.S. equities as the economy and markets 
continue to rebound from the virus shock.  Monetary policy, including 
low interest rates and bond purchases, along with an additional fiscal 
stimulus, will provide support as vaccine distribution drives increased 
immunity and normal economic activity returns.  In aggregate, 
consumers are in a strong position with excess savings, rising wages, 
and lower debt service costs.  We believe this combination will drive 
the expansion.  Faster economic growth bodes well for cyclical 
sectors. 

U.S. Equities

We remain neutral on developed equities outside the U.S.  The virus 
surge in Europe, along with the discovery of a more contagious strain 
in the U.K., has caused stricter lockdown orders in a variety of 
locations.  This will stifle economic activity in the near term.  Europe 
and Japan, the two largest developed international markets, are more 
heavily weighted to cyclical sectors, which are poised to rally if 
growth accelerates.  These offsetting factors put our outlook at 
Neutral.   

Developed 
International 

Equities

We upgraded our view of Emerging Markets for a variety of reasons.  
Several countries, such as China and South Korea, have been 
successful in controlling the virus, allowing for normal economic 
activity to return.  Additionally, the broad rally in commodity prices 
has provided a boost to many emerging market countries which rely 
on commodity production for a substantial part of their growth.     
Finally, emerging market currencies are broadly undervalued and the 
falling dollar will provide a lift.   

Emerging Markets 
Equities

We downgraded our view on Treasuries.  The Federal Reserve is 
committed to keeping short-term rates low for the foreseeable future.  
Longer-term rates, which have risen recently, are likely to remain on 
that path given the outlook for stronger growth and modestly higher 
inflation.  Little to no coupons on shorter-term notes, and the 
potential for price declines on longer-term bonds, make the sector 
unattractive relative to other areas of fixed income. 

Government Bonds

We have upgraded our view on mortgage bonds as they provide a 
strong relative yield.  Credit quality continues to improve within the 
sector and loan to value ratios were enhanced as home prices rose 
substantially in 2020.  Additionally, consumer debt has fallen, while 
savings have increased, improving the homeowner's financial 
position. 

Mortgage Backed 
Securities

We retain our positive view on investment-grade corporate bonds.  
Companies have broadly shown resilience throughout the downturn.  
Defaults and downgrades remain below initial expectations.  The 
additional fiscal stimulus provides the potential for higher revenue 
across a variety of sectors and industries.   

Corporate Bonds
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Disclosure

The Pacific Financial Group, Inc. (“TPFG”) is a registered investment adviser. This piece reflects TPFG’s opinion of the 
general markets which may include one or more specific segments of national or global markets. Given that market 
conditions can change rapidly, the opinions, conclusions, or observations expressed here may change without notice. 
Market data presented in this article has been obtained from sources believed to be reliable, but has not been 
independently verified. TPFG makes no warranties as to the accuracy of the information or any representations made or 
implied.The information should not be construed or interpreted as an offer or solicitation to purchase or sell a financial 
instrument or service. The information is for informational purposes only and should not be relied on or deemed the 
provision of tax  legal  accounting or investment advice. Past performance is not a guarantee future results. All 
investments contain risks to include the total loss of invested principal. Diversification does not protect against the risk 
of loss. Investors should review all offering documents and disclosures and should consult their tax legal or financial 
professional before investing. 
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