
 

 

 

 
 

 

 

 
 

The ebb and flow of the investing landscape is currently focused on the degree of economic recovery as we 

come out of the restrictive environment of the pandemic. Will inflation kick in due to all the pent-up demand as 

too many dollars chase too few goods, and how will the FED react to that from an interest rate accommodation? 

Big questions, not easily answered, and the only realistic perspective deals in probabilities.  

 

The trillions of fiscal stimuli have not begun to wash through the economy, so from an equities standpoint the 

outlook for 2021 is still quite favorable. The international markets have lagged lately compared to the domestic 

ones, but our allocation has been overweighted to the U.S. for many years and there is no foreseeable change in 

that strategy. I will stay the course and let the waves of adjustment roll and keep the focus on the big picture.  

The challenge, as I have mentioned previously, is the fixed income markets. The following graph illustrates the 

return of the IncomeX Model in comparison with the overall bond (fixed income) markets for the last 15 

months. All our models include some allocation to the IncomeX Model, and, as you can see, if a set-it-and-

forget-it approach had been taken it would have been a significantly different scenario. 

 

All investments took a hit in March of 2020, and fixed income was no exception. However, as interest rates 

continued to fall in the overheated build up to the downdraft, the model lagged. Very understandable. Then, the 

correction was more moderate, and, again the model lagged a bit as the FED reacted and lowered interest rates 

to virtually zero. However, as the “dance” between rates and value worked its magic, once rates started rising 

the model maintained its poise and mission. The basic message here is that we are getting less volatility and an 

overall better reaction to market changes. A 3.09% difference may not seem like a lot, but it’s 74% better than 

the overall bond market. Sure, you can pick any time frame to make numbers work in your favor, and it’s 

anyone’s guess as to what the future holds, but a diversified approach that adjusts as needed to changing 

market conditions will bring value over time. That has been my “better way” philosophy from the very start.  
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