
The graph shows the S&P 1500 Index from early 2009 through 2020. From the low on March 9, 2009 through December 31, 2020 the index gained 
609.38%, meaning $1.00 invested at the bottom would have grown to $7.09.   

During the first 11 years, the bull market was often referred to as “unloved” as many institutional and individual investors just didn’t believe in it. In 
several of our Portfolio Updates we have frequently used the old Wall Street saying, “Stocks climb a wall of worry.” Since 2009, there has been no 
shortage of worries during this impressive market climb.  At various times investors feared that inflation would return and interest rates would rise.  
Neither happened.  When, instead, interest rates went low and stayed low, some observers reasoned that would be bad for stocks, but it wasn’t.  At 
other times the concern was for a double dip recession and deflation.  Again, neither happened. The list goes on as some argued unemployment was 
not dropping fast enough, but that didn’t matter.  Others thought the monetary easing by the Federal Reserve would be ineffective. Over the last two 
years some observers have stated the Federal Reserve would be helpless, or out of ammunition, if it needed to ease. That claim proved incorrect 
and the market just kept climbing the wall of worry.   

There have been setbacks along the way.  Three times there were what ICON calls “volatility events”; 2010, 2011 and 2018.  In all three “volatility 
events” the market dropped about 16% to 19% over 11 to 12 weeks as investors focused on some potentially negative situations.  In 2010 and 2011 it 
was the European debt crisis and in 2018 it was fear that the Federal Reserve would tighten monetary policy.  All three times, as is typical of volatility 
events, the fears proved wrong, the market snapped back and resumed its previous upward path.  In 2015 the market dropped 11% in six days in 
response to a fall in stocks in China.  Then it retreated again in late 2015 and early 2016 as oil prices fell.  Investors shrugged off those concerns and 
the market moved higher the next two years.   The biggest setback was the 23 day crash in 2020 related to COVID-19 concerns.  As we now know, 
and as seen in the graph, the S&P 1500 Index has rallied 71.79% from that March low through 12/31/20, and reached a new all-time high along with 
many other indexes.

ICON rode through, fully invested, amid the setbacks of 2010, 2011, 2015, 2018 and 2020 for three reasons.  First, just prior to the drops, we did not 
see the behaviors and conditions often seen at market peaks.  Second, our research, as well as published industry research, tells us it is not possible 
to reliably perform short term market timing, so we do not attempt it.  Third, looking out a year or more we expected the market to move higher 
and wanted to participate. We did see some investors get scared out of the market during those drops and not participate in the subsequent market 
advances.

As we end 2020, the current rally appears very sensible and sustainable to our system.  Stocks, on average, remain priced below our estimate of fair 
value suggesting to us the market, based on value, can continue moving higher at least another year.    Off the March low, cyclical and economically 
sensitive sectors have led while the defensive, so-called recession proof sectors have lagged.  This also appears sensible and, in our opinion, likely 
to continue into 2021.
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The data quoted represents past performance, which is no guarantee of future results.
Source: Bloomberg 
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Earnings

In Bloomberg News, there is a survey of analysts who forecast earnings.  The year-over-year 
rate of change is shown in the table, at right, for the large-cap S&P 500 Index, the S&P Mid-cap 
400 and the S&P Small-cap 600. In forecasting, these analysts can be wrong and they can 
change their minds but for now they are calling for a substantial earnings recovery in 2021 and 
continued growth into 2022.  Not only are stocks, on average, priced below our estimate of fair 
value, but this expected growth in earnings has the potential to support higher valuations over 
the next year or two.

Summary

Within the cyclical and economically sensitive sectors that have led since March there was a change in personality coming off a dip in late October.  
For March to September the leadership was large-cap and technology companies that benefited from the “work from home” and “stay at home” 
setting.  In November and December, small-caps led along with stocks that should benefit from an economic recovery.  This shift has been beneficial 
to active managers and those who practice a value strategy of investing.  In this setting we like our sector and industry tilts for heading into 2021.    

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 unmanaged Standard & Poor’s (S&P) SmallCap 600 Index is an unmanaged index of 600 domestic stocks chosen for their market capitalization, liquidity, 
financial viability, and sector representation. The unmanaged Standard & Poor’s (S&P) 500 Index is a market value-weighted index of large-cap common stocks considered representative of 
the broad market. The unmanaged Standard & Poor’s (S&P) MidCap 400 Index is a widely recognized unmanaged mid-cap index of 400 domestic stocks chosen for their market capitalization, 
liquidity, and industry group representations.

Earnings Per Share (EPS): Earnings from ongoing operations; earnings per share equals total earnings divided by the number of shares outstanding.

Sources: Bloomberg

Please visit ICON online at InvestwithICON.com or call 1-800-828-4881 for the most recent copy of ICON’s Form ADV, Part 2.

S&P Indexes

Year Large 500 Mid 400 Small 600
2020 -8.8% -13.9% -14.1%

2021 22.3% 41.6% 74.5%

2022 16.0% 14.6% 23.3%

The data quoted represents past performance, 
which is no guarantee of future results.  Source: 
Bloomberg


