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November Market Rundown:   

It was a November to remember for the stock market.  
The iconic Dow Jones Industrial Average broke 30,000 
for the first time, establishing a new record high.  New 
record highs were also set by the widely followed 
Nasdaq, S&P 500, and MSCI ACWI indices.  U.S. small 
cap stocks had their best month ever soaring +18.43% 
(Russell 2000).  International stocks jumped +15.51% 
(MSCI EAFE), bucking the YTD trend of relative 
underperformance vs. U.S. stocks.  We view this 
increasing “breadth” of strong performance as a positive near-term signal for stocks. 

The rise in equity prices during November was likely driven by the tremendous progress made in 
Covid-19 vaccine development.  There is realistic hope that early-mid 2021 could see a return to 
normalcy from pandemic conditions which is much sooner than expected.  Some believe that once 
Covid-19 is “over”, people will take a long time returning to activities such as attending concerts, 
houses of worship, sporting events, travelling, etc.  We disagree with that perspective.  In our view 
there is a sizable amount of pent up demand that will be unleashed onto the scene in 2021.  Risks 
remain for the economic recovery, but the potential for a continued expansion to start next year 
looks promising. 
 
2020 has been a roller coaster ride 
for stocks.  The S&P 500 Index 
dropped -33.9% from February to 
March before swiftly rebounding to 
new highs, setting speed records in 
the process for entry and exit of 
bear market territory.  There are still 
a few weeks to go in the year, but if 
the recovery holds it will be the S&P 
500’s biggest ever intra-year 
drawdown overcome to finish the 
year with a gain.  The second biggest 
reversal from huge loss to gain 
occurred during 1987’s stock market 
crash and rebound.  In 1987, the S&P 500 rallied from a -33.5% loss to finish the year up +5.8%. 

 

Performance Dashboard as of November 30, 2020 Source: DFA Returns Web 
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October: +12.70% +10.95% +18.43% +15.51% +9.25% +.23% -5.42% 

YTD: +11.24% +14.02% +10.41% +3.45% +10.51% +3.52% +17.11% 

https://www.cnbc.com/2020/11/23/stock-market-futures-open-to-close-news.html
https://www.investopedia.com/terms/b/breadthindicator.asp
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Personal Savings Rate: Your Key to Wealth 
 

Possibly the most important choice an investor can make is their personal savings rate.  The 
personal savings rate is simply the percentage of one’s annual income converted into investments.  

To increase the savings rate, a choice must be made to forego consumption now to potentially 
consume more later.  It is never easy to save.  However, visualizing the possible reward can help 
motivate you to stay disciplined.  Consider the following hypothetical scenario using real empirical 
data to illustrate the impact different savings rates might have on a “regular” American household 
over time. 
 
First, we need to establish a “regular” annual income level.  Nominal U.S. median household income 
is a good gauge.  The median is preferable vs. the average for our purposes here because the 
average is skewed higher by a few extremely high incomes (i.e. the top 1%), making it less 
representative of the typical American household.  Fortunately, the Federal Reserve has tracked 
this data since 1984, a 36-year, 11-month timeframe which mirrors an ordinary career span (i.e. age 
22-59).  As an interesting side note, data published September 16, 2020 shows real U.S. median 
household income (which adjusts for inflation) is at an all-time high, rising from $52,679 ($22,415 in 
nominal dollars) back in 1984 to $68,703 today, a +30.42% increase. 
 
With an income level established, a “regular” investment vehicle is needed to run this hypothetical 
savings rate scenario.  This is particularly subjective and hard to define.  However, the three largest 
U.S. mutual funds (commonly found in retirement plans) are S&P 500 index funds.  Of these, the 
Vanguard S&P 500 Index Fund (VFIAX) has a performance track record dating back to 1984, the year 
this hypothetical scenario begins, so we will go with that.  
 
If this household was to invest at a 7.35% savings rate (the U.S. 10 year average), $1,644 (nominal 
dollars) would have been invested in 1984.  While the savings rate would remain constant, the 
dollar amount saved would rise along with income by 3.079% annually, peaking this year at $5050.  
As of December 1, 2020, the final value of the investment would be $822,046, for a cumulative 
return of 3,623.87%.  The total amount invested would have been $112,047, with an average 
annualized return of 10.29%.  At a 10% savings rate, all else equal, the total amount invested would 
be $152,941, with the final value rising to $1,122,063.  Finally, at a 15% savings rate, the total 
amount invested would be $229,002, with the final value reaching $1,680,094. 
 
Takeaways: 
 
A personal finance best practice is to pay yourself first.  Saving is not easy but designating a portion 
of every dollar you earn to invest in your future pays huge dividends (pun intended).  Striving to 
save 10-15% of your annual income is a good goal.  Retirement plans at work are a great way to 
automate this.  You will not be as tempted to spend the money if it does not reach your bank 
account.  Moreover, your company might match your contribution, turbo boosting your savings 
rate.  Another takeaway is like the moral of the children’s book, “The Tortoise and the Hare”: Slow 
and steady can win the race.  Finally, one suggestion to preserve a steady savings rate is to build 
and maintain a strong financial foundation.  Following a budget, eliminating consumer debt, and 
keeping 3-6 months’ worth of expenses in an emergency fund reduces the risk you might need to 
stop saving or sell investments to manage life’s inevitable surprises. 

https://fred.stlouisfed.org/series/MEHOINUSA646N
https://fred.stlouisfed.org/series/MEHOINUSA672N
https://fred.stlouisfed.org/series/MEHOINUSA672N
https://www.marketwatch.com/tools/mutual-fund/top25largest
https://www.marketwatch.com/tools/mutual-fund/top25largest
https://fred.stlouisfed.org/series/PSAVERT
https://www.heirloomwm.com/resource-center/lifestyle/the-richest-man-in-babylon/?utm_source=linkedin&utm_medium=url-shortener
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The information published herein is provided for informational purposes only, and does not constitute an 

offer, solicitation or recommendation to sell or an offer to buy securities, investment products or 

investment advisory services. All information, views, opinions and estimates are subject to change or 

correction without notice. Nothing contained herein constitutes financial, legal, tax, or other advice. The 

appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. 

These opinions may not fit to your financial status, risk and return preferences. Investment 

recommendations may change, and readers are urged to check with their investment advisors before 

making any investment decisions. Information provided is based on public information, by sources 

believed to be reliable but we cannot attest to its accuracy. Estimates of future performance are based on 

assumptions that may not be realized. Past performance is not necessarily indicative of future returns. 

Investment Advisory Services offered through Heirloom Wealth Management LLC, a Registered 

Investment Adviser. 


