
The broad market moved sharply higher in November in a setting of rapid theme changes based on the election and Covid vaccine developments.  
In October, apparently based on pre-election polls, investors priced in a “Blue Wave,” or potential Democratic control of the White House, the Senate 
and the House of Representatives.  Expecting this political setting, investors speculated that there would be corporate tax increases and business-
unfriendly regulations for the Financial and Energy sectors. Starting the day before the election and gaining strength after the election, a new theme 
emerged as it looked like the Republicans would retain control of the Senate and Democrats would lose seats in the House. The market surged 
higher as investors seemed to like the potential political climate of moderation and compromise.  Energy and Financials reversed their late October 
declines to be early leaders.  It should be noted that while October and early November featured short term theme changes based on political 
expectations, there remained an underlying preference for “stay at home” or “work from home” stocks.  An example is Amazon that benefited from 
increased on line purchases and deliveries. 

The theme changed in mid-November as various companies announced successful vaccine tests and investors immediately began pricing stocks 
for a “return to normal” economy.  As examples, some of the better performing, surging industries were department stores, hotels & resorts and 
airlines.  This theme change was even more dramatic than the previous political-based ones and was broader than just sectors.  Small-cap stocks, 
which had trailed large-cap stocks for many years bolted out in the lead.  Dividend paying stocks, laggards off the March 2020 low, joined in the 
leadership.  As classified by Standard & Poor’s, “value” stocks beat “growth” stocks.   

What and how did ICON do during this setting of rapid theme changes?  First we do not invest based on top down scenario guesses.  Therefore, we 
did not chase and flip between those short term themes.  We generally maintained the same sector tilt we have held since the low of March 2020;  
favoring economically sensitive, cyclical sectors such as Information Technology, Consumer Discretionary and  Industrials and underweighting 
or avoiding defensive, so called recession proof sectors such as Consumer Staples, Healthcare and Telecommunications.  That tilt allowed our 
portfolios to participate in the November advance.

The advance in November propelled many indexes to reach all-time highs the last few trading days of the month.  That appears to bother some 
skeptics, but our data suggests the market can move higher over the next year.  We do not see the behaviors often seen at market peaks.  In terms 
of value, the stock in the ICON database are still, on average, priced below our estimate of fair value.  As for investor sentiment, it has improved off 
the dismal lows seen last March and April but is still not as overly-optimistic as often seen at market peaks.   Finally, the Federal Reserve is still very 
accommodative in its monetary policy, which is usually supportive of higher stock valuations.

U.S. Income

For November, the yield on the 10-year Treasury note ended about where it began.  Normally this would be a lackluster setting for bonds, in general, 
but corporate bonds received a boost from another direction.  Vaccine developments prompted bond investors to reevaluate default potential.  
They apparently saw reduced default potential, credit spreads tightened and corporate bonds got a price boost.   

Both equity components of the U.S. Income portfolio benefitted from the events of November.  Dividend paying stocks came alive and beat the 
broad market indexes.  Utilities lagged the broad market as is normal for a sharp market advance, but they were, nevertheless, positive for the 
month and fulfilled their role in US Income.

Summary

The S&P 1500 Index has gained 65.0% in about eight months off its low of March 23, 2020.  The early leadership favored economically sensitive, 
and cyclical sectors but with a large-cap, growth, “stay at home” bias.  We believe the theme change in mid-November is very sensible and likely 
sustainable. We see the market moving higher from here, still with an economically sensitive and cyclical leadership but with a small-cap, value, “get 
back to normal” tilt.  If this new theme is sustainable, it presents a favorable setting for active managers who attempt to beat indexes. 
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The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. Investing in fixed income securities such as bonds involves interest rate risk. When interest rates 
rise, the value of fixed income securities generally decreases.

Individual account holdings and composition may vary. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and portfolio composition and holdings, are 
all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, industry, or sector.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.

ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.

The unmanaged Standard & Poor’s Composite 1500 (S&P 1500) Index is a broad-based capitalization-weighted index comprising 1,500 stocks of Large-cap, Mid-cap, and Small-cap U.S. 
companies. Total return figures for the unmanaged sector indexes do include the reinvestment of dividends and capital gain distributions but do not reflect deductions for commissions, 
management fees, and expenses. 

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10-year U.S. Treasury note.
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