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SUMMARY

• macrocast™ indicates a recessionary bear market in 2021 is unlikely. Our current microcast™ signal 
is suggesting an aggressive allocation. Both models remain positive, underpinning a constructive 
market outlook for the remainder of the year.

• The positive macrocast™ score is driven by strong data in the Aggregate Economy, Technicals, and 
Liquidity categories. Current negative signals are concentrated in the Sentiment and Valuation 
categories.

• The majority of asset classes performed well in the first quarter. Equities around the globe and across 
market caps saw positive returns. The notable laggard was bonds. The Barclays Aggregate Bond 
index suffered its worst quarter since 1981.

• S&P 500 performance in Q1 was strong, but not too strong. Historically, when the market started the 
year with gains between 5-10%, the rest of the year saw positive returns.
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As a reminder, macrocast™ is Corbett Road’s proprietary investment model. macrocast™ measures the appeal 
of risk assets by looking at the VITALS of the market–Valuation, Inflation, Technical Analysis, Aggregate 
Economy, Liquidity, and Sentiment. By looking at multiple factors, we seek to better gauge market conditions 
and the probability of a major, sustained market decline.

THE MESSAGE FROM macrocast™

Please see important disclosures at the end of this article

Within the VITALS, the Aggregate Economy data remains the most robust. This is most evident in the 
V-shaped recovery in retail sales, which recently surged to another all-time high on the back of fiscal stimulus 
and a reopening economy (chart from Bespoke):
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The difference in the rebound compared to recovery following the Global Financial Crisis is staggering. In 
2008, it took almost four years for retail sales to return to its previous peak. This time around, it only took five 
months, and retail sales have continued to climb to new record highs since.

We are also seeing positive trend in employment, with initial claims for unemployment falling to their lowest 
level since March 14, 2020:
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Liquidity remains plentiful. Central banks across the globe responded to the pandemic with aggressive 
monetary easing. Periods of strong global liquidity have sustained equity markets in the past (chart from  
Bank of America):

The Technicals category is also decisively positive. For the first time since 2013, over 90% of S&P 500 stocks 
are trading above their long-term moving average. This level of broad-based participation typically occurs at 
the beginning of new bull markets.

Indicators within the Valuation and Sentiment categories are still negative. However, as we have mentioned 
before, this is not unusual at the beginning of a new bull market and economic cycle. Expectedly, sentiment 
remains elevated, as the market’s rebound and the prospect for a normalized economy have buoyed investors.
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The following table highlights major asset class returns for the first quarter:

ASSET CLASS REVIEW

Some additional insights: 
1. Value stocks outperformed Growth. 2020 was 
a record year for growth outperforming value. 
Companies that benefited from the pandemic were 
heavily skewed toward industries like software 
and online retail, which tend to fall within the 
growth category. So far in 2021, growth has trailed 
value, as investors have favored cheaper, cyclical 
companies that will benefit from the reopening of 
the economy.

2. Bonds had their worst quarter in 40 years. The 
Bloomberg Barclays US Aggregate Bond index was 
down 3.7% in Q1. This was the worst performance 
for the index since 1981. The combination of 
higher debt issuance, a strong rebound in GDP 
growth, and worries about inflation drove yields 
aggressively higher in a short period of time, 
negatively impacting bond prices.

3. Small- and Mid-Caps Outperformed Large. 
Smaller capitalization stocks handily outperformed 
larger companies in the first quarter. Small- and 
mid-caps tend to be more sensitive to the 
economic cycle than their large-cap peers, so 
part of the outperformance was likely due to the 
improving economic outlook.

4. US outperformed International. International 
stocks did very well at the end of 2020 and started 
off the year strong before fading towards the end of 
the quarter. Returns from both developed countries 
and emerging markets were positive but lagged 
domestic stocks.

5. “Defensive” asset classes and sectors struggled. 
Perhaps the most consistent theme of the quarter 
was investors shunning areas of the market that are 
defensive in nature. We already mentioned bonds, 
but gold also finished the quarter negative (despite 
it supposedly being a hedge against inflation), and 
sectors like utilities and consumer staples were 
among the worst performers.
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The S&P 500 finished the first quarter up 6.17%. This is an excellent return, but not necessarily excessive. 
LPL dubbed it a “Goldilocks” quarter, and historically, the market saw solid performance through the end 
of the year.

“GOLDILOCKS” FIRST QUARTER:  
STRONG RETURNS FOR REST OF THE YEAR?

In 13 of 15 instances, the rest of the year saw additional gains. The trend seems to be holding so far, with the 
market up an additional 4.85% to start Q2 (as of Monday, April 19).

In summary, macrocast™ is decisively positive, which suggest minimal risk for a recessionary bear market. 
The first quarter was a good start for risk assets across the globe and the market’s performance in Q1 has 
historically led to further gains. While market corrections happen every year and can occur at any time, the 
overall fundamental backdrop remains constructive.
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IMPORTANT DISCLOSURES
The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, solicitation to sell, or recommendation to engage in any 
transaction or strategy. Past performance may not be indicative of future results. While the sources of information, including any forward-looking statements and estimates, 
included in this (these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management, Spire Wealth Management LLC, Spire Securities LLC and its affiliates do not 
guarantee its accuracy. 

The views and opinions expressed in this article are those of the authors as of the date of this publication, are subject to change without notice, and do not necessarily reflect 
the opinions of Spire Wealth Management LLC, Spire Securities LLC or its affiliates.

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness. macrocastTM and microcastTM are proprietary 
indexes used by Corbett Road Wealth Management to help assist in the investment decision-making process. Neither the information provided by macrocastTM or microcastTM 
nor any opinion expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice.  Individual investors should consult with a 
financial professional before engaging in any transaction or strategy. The phrase “the market” refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk 
assets” refers to equities, REITs, high yield bonds, and other high volatility securities.

Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated company, Spire Securities, LLC, a Registered Broker/
Dealer and member FINRA/SIPC. Registration does not imply any level of skill or training. 

TAX FILING DEADLINE 
IS RIGHT AROUND THE CORNER

Don’t forget to meet with your tax professional (if needed) or 
make your IRA contributions before the deadline.
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