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Highlights: December 23, 2020  

• Recap of 2020: Doing our Best During a Challenging Time 
• Playbook for 2021 
• Economic and Capital Market Expectations 
• ESG (Environmental, Social, Governance) Investing takes off 
• COVID-19 Update-Some People are in it for the Long Haul 
• Portfolio Strategy: “Portfolios Running Hot” 
• Fixed Income: “Objective is not to Lose Money” 
• Equity: “Looking for Touchdowns, but don’t want to Fumble the Ball Either” 
• Fidelity begins to Charge Custody Fees to Offset the loss of Brokerage Commissions 

 

  

 

      

 

 

 

 

 

 

 

 

 
 

 

 

2020-Doing our Best During a Challenging Time 
2020 produced strong financial gains for clients. The year began normally as we were 
hosting the Naples Zoo speaker series with a party beforehand to meet the speaker.  Much 
would quickly change. Generally, the economic damage of the virus has been hardest felt 
by the service industry and by lower paid employees.  One Bloomberg article referred the 
situation as a “bull market for stocks and a bear market for humans”, which seems to 
accurately describe 2020. 
 
As an investment firm, we have been lucky to be able to continue to serve our clients after 
implementing new skills and procedures.  With the help of our technology consultant, Kristin 
Zouras with Coastal Technology Concierge, in early March we began operating from home 
with one person only in the office. Working remotely has been critical from a business 
succession standpoint.  With the onset of the pandemic leading to “lockdowns”, our firm 
implemented new and emerging technologies in an effort to prevent hospitals from 
overflowing with COVID-19 patients. For example, client virtual meetings via Zoom forced 
an education of the features of this new incredible tool.  Similarity, Microsoft Teams became 
the inter-office communication device.  For clients, Black Diamond, our portfolio 
management system, released their new Client Portal in the first quarter. Overtime, the 
portal will be the central hub of our client’s financial lives providing portfolio reports, tax data 
communication, access to Fidelity, and document sharing and storage.    
 
By mid-year, we were in the peak of COVID-19 cases with 144 beds occupied at NCH.  
While our firm has always been proactive when it comes to planning ahead, the situation 
with the pandemic made it even more important for a thorough review of our client’s financial 
affairs.  The drop-in interest rates created the opportunities for refinancing mortgages.  
Many clients have taken our advice and now have lower mortgage payments.  For our self-
employed, business and medical industry clients, Jennifer spent a great deal of time 
assisting them with education on Paycheck Protection Loan programs as a result of The 
CARES Act.   Many clients have received a copy of their “Need to Know” file (f/k/a Client 
Database) which is quick reference to help keep our clients organized.   In addition, clients 
can expect to receive an “Estate Planning Summary”, which is an outline of their Will, Trust, 
Powers of Attorney, Advance Directives, etc. and serves as another important reference to 
keep our clients prepared ahead of time.  
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2020-Doing our Best During a Challenging Time 
2020 produced strong financial gains for clients. Generally, the economic damage of the virus has 
been hardest felt by the service industry and by lower paid employees.  One Bloomberg article 
referred the situation as a “bull market for stocks and a bear market for humans”, which is a good 
analogy of the financial markets during 2020.    
 
As an investment firm, we have been lucky to be able to continue to serve our clients after 
implementing new skills, technologies and procedures.  With the help of our technology consultant, 
Kristin Zouras with Coastal Technology Concierge, we began operating from home in early March 
with one person in the office. Working remotely has been critical from a business succession 
standpoint.  However, even with the ability to be fully functional during the pandemic, it was a drastic 
change from the beginning of the year when we were hosting the Naples Zoo Conservation Lecture 
Series with a cocktail party beforehand to meet the speaker.    
 
With the onset of the pandemic leading to “lockdowns”, the firm quickly implemented new and 
emerging technologies in an effort to prevent hospitals from overflowing with COVID-19 patients.  For 
example, virtual client meetings via Zoom forced an education of the features of this new incredible 
tool.  Similarity, Microsoft Teams became the inter-office communication device.  For clients, Black 
Diamond, our portfolio management system, released its new Client Experience/Portal in the first 
quarter. Overtime, the Client Portal will be the central hub of our client’s financial lives providing 
portfolio reports, tax data communication, and document sharing and storage.     
 
By mid-year, Collier county was in its peak of COVID-19 cases, with 144 beds occupied at NCH.  
While our firm has always been proactive when it comes to planning ahead, the situation with the 
pandemic made it even more critical for us to thoroughly review our client’s financial affairs.  The 
drop in interest rates created opportunities for refinancing mortgages.  Many clients have taken our 
advice and now have much lower mortgage payments.  For our self-employed, business and medical 
industry clients, Jennifer spent a great deal of time assisting them with education on Paycheck 
Protection Loan programs as a result of The CARES Act.   Many clients have received a copy of their 
“Need to Know” file (f/k/a Client Database) which is an important reference document our team has 
created to keep our clients organized.   In addition, clients can expect to receive an “Estate Planning 
Summary”, which is an outline of their Will, Trusts, Powers of Attorney, etc. and will serve as another 
important reference to keep our clients prepared ahead of time.    

 
In the financial markets, equity portfolios have performed well above the SP&500 benchmark for the 
year to date.  While no single stock has dominated performance, there is a common theme of winners 
which is companies that have leading edge technology in their respective market.  In the fixed income 
area, performance has lagged behind the Bloomberg Bond index due to the slow recovery of higher 
yielding bond funds and preferred stocks.  These two segments of the fixed income market were not 
helped by the Federal Reserve’s liquidity programs to stabilize the high-grade bond market.  
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Playbook for 2021 
After the chaos of 2020, investors are now hoping for a less dramatic environment.  The landscape 
for 2021 is generally favorable for the investment markets, although known and unforeseen risks will 
be sure to emerge. 
 
The Biden Administration is beginning to take shape.  Since the election results became obvious to 
investors, the SP500 has risen sharply to record new highs.  Historically, investors have done well 
with a divided government and view the Biden Administration as more friendly to “free trade”, and 
the much needed investment in infrastructure could be a boost to the economy. As a result of a tight 
balance of power in the Senate, the influence of extremists in the democratic party, namely Elizabeth 
Warren and Bernie Sanders, will have limited involvement, which is also favorable to investors.   

Named and rumored appointments are generally well qualified, very well educated in their specialty, 
and more diverse, but only a few are recognizable names.  Investors are generally comfortable with 
Dr. Janet Yellen as Treasury Secretary due to her bias to economic stimulation.  Also, Bob Iger, 
Former Chief Executive of Disney is a possible candidate for the position of Ambassador to China 
which make sense given his involvement with constructing a Disney Park in Shanghai in 2016.   

With the Electoral college officially declaring Joe Biden the President-elect, his presence may be 
already be felt in Washington D.C. The stimulus bill compromise where the items of agreement are 
included and those where there is no agreement will be left aside for another debate.  Of interest to 
AHIA clients, solar and wind tax credits were extended for 2 years which has pushed several 
holdings higher with exposure to the solar business.   
 
One emerging trend of the President-elect appears to be the shift towards a carbon-free economy. 
Climate change is a slow moving disaster. Transitioning from fossil fuel, vehicles are anticipated to 
be a central part of this policy, possibly using the tools of tax policy to motivate consumers to make 
the change. While often climate change and the environment are viewed as a political issue, it has 
unfortunately been played out in the political party platforms.  We view the situation as an economic 
problem caused by pollution.  Pollution creates healthcare problems as evidenced by rising lung 
cancer rates, thus creating an economic problem to provide care for sick persons.  Further climate 
change creates casualty losses from hurricanes, flooding, and fires for the insurance industry.  The 
insurance industry was one of the first groups to sound the climate change alarm.  The solution is 
largely the transition to a carbon-free economy.  The investment required could be a huge economic 
stimulus growing the economy over the next decade.   
 
While there is debate domestically on reducing pollution and lowering carbon emissions, China and 
Europe are moving ahead with the transition to a low carbon future.  China, the largest auto market 
in the world, is targeting 50% EV’s (electric vehicles) by 2025.  Tesla has 17% of the China EV 
market presently.  
 
There is opportunity for renewed growth and economic recovery in 2021 between low interest rates, 
hope for additional economic fiscal stimulus, and high demand for social interaction. This expectation 
could be interrupted by many issues.  For example, the Biden Administration will have to deal with 
the COVID-19 management mess, the largest cyber hack by Russia of over 200 government 
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agencies, and the likelihood of on-going interference from President Trump after he leaves office.  
Other challenges include rising interest rates due to the growing and massive deficit and natural 
disasters.  However, issues that are a true surprise have the most impact on asset prices.  My biggest 
concern is that the downward trend in the U.S. Dollar results in both inflation and interest rate spikes 
which will evolve into a situation when investors are no longer willing to underwrite the U.S. budget 
deficit by purchasing Treasury Bonds. According to JP Morgan, 35% of government spending will 
be funded by borrowing, up from about 20% prior to the pandemic.   
 

Economic and Capital Market Expectations 
As we say goodbye to 2020, the year of the pandemic, we are entering 2021, the year of the vaccine.  
2022 may be the year of the resumption of economic growth. Since we have an investment focus, 
keep in mind the financial markets tend to anticipate six to twelve months ahead of actual economic 
circumstances.  Below are some the expectations we have researched.  

Key Expectations 

1. Multiple vaccines will be approved by the FDA which will vaccinate 25% of the population by 
the end of the 1st quarter 2021 and 50% by the end of the 2nd quarter. Further, vaccines are 
effective enough to create public confidence. 

2. COVID-19 cases, hospitalizations, and deaths will substantially decline as vaccinations take 
effect by mid-year and materially reduce the infection rate by year-end 2021. 

3. The impact COVID-19 on the economy begins to lessen during the 2nd half of 2021 as 
recovery begins to emerge in cities that will resume with the return of live entertainment and 
travel.  

4. 4th quarter 2021 GDP (Gross Domestic Product) exceeds prior economic peak of 4th quarter 
2019, a sign that the pandemic has passed. 

5. Corporate earnings rebound as economically sensitive and COVID-19 impacted industries 
begin recovery. 

6. Interest rates trend higher in a parallel fashion to the improvement in the economy. 10-year 
U.S. Treasury Bond pricdes increase to between 1% to 1.75% by year-end. 

7. Equity market performance is more or less evenly balanced in contrast to prior years whereby 
mega technology dominated. 

8. Investment-grade bonds lose in 2021, as rising interest rates offset interest income. 
9. Equities rise nicely by year-end, but will experience several downturns. 
10. Personal savings rate declines during the year with the return of entertainment, travel and 

socializing.  
11. The Biden administration enacts policies supporting investment in infrastructure, which 

includes transportation, technology, and clean energy, but more limited than early 
expectations due to delays/stalls by the Senate. 

12. Most importantly, our expectations may differ materially from actual events, thus we remain 
ready to change the portfolio strategy as needed.  
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ESG (Environmental, Social, Governance) Investing 
Since Jennifer and I created the firm over 10 years ago (January 10, 2010 to be exact), ESG factors 
have been integrated into our investment process and our business practices.  We have always 
believed that ESG factors have given us a competitive advantage. Interestingly enough, 2020 was 
the year where other investment firms decided to jump on the bandwagon and shift towards ESG 
investing, placing approximately $17.1 trillion into socially respected funds.  According to the US 
Forum for Sustainable and Responsible Investment, assets managed with an ESG strategy have 
grown at a 50% pace over the past 2 years.  It’s good to know that our firm has been one of 
“trendsetters” in ESG investing, as we are believed to be the only investment firm in southwest 
Florida focusing on ESG research.          

 
The growth in ESG investing has been a positive wind behind the performance in client portfolios. 
For example, our long-term holding in NextEra Energy has transitioned from a boring, traditional 
utility to now the world leader in the production of renewable energy. Further, our cliché has always 
been “we are focused on making money, not making friends”.  Hence, NextEra has outperformed 
the SP500 for the last  20 years as the chart below presents from last to first since 2001.  Too bad 
Warren Buffett, you missed this one too!  2020 saw a trend of Corporate America’s focus on multiple 
stakeholders, versus solely shareholders.  NextEra is excelling in all of these categories.   
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COVID-19 Update-Some People are in it for the Long Haul 
  Susan M. Liberski MD, “Medical Advisor” to AHIA 

 
As we enter the last month in 2020, there have been over 17 million COVID-19 cases in the United 
States with greater than 300,000 deaths. It is estimated that 2 Americans per minute are dying from 
the virus.  There are recent reports of a mutant variant of the virus emerging in the United Kingdom. 
The fight against this disease is nowhere near over.  It is now known that those individuals who have 
been infected can range from mild symptoms (possibly up to 40%- otherwise known as the 
asymptomatic carrier) to life-threatening illness with respiratory, renal, and cardiac failure often 
resulting in death.  It is also apparent that there are long-term ramifications of the disease even in 
those who have not been hospitalized. 

Patients hospitalized with COVID-19 are affected by the respiratory, cardiac, renal, and circulatory 
compromise. As the age of the patient increases, so does the risk for death. Patients not hospitalized 
may have fatigue and respiratory symptoms, but other symptoms can also be observed. Although 
the recommendations for the length of quarantine have changed in the last few months, those who 
do not require hospitalization may not feel better after the 7-14 days of quarantine. In some patients, 
the symptoms can last for weeks to months and have been given the distinction of being “long 
haulers”. To date, it is estimated that 35% of COVID-19 patients continue to have symptoms more 
than 2 weeks after diagnosis, and over 10% of patients are considered long haulers with persistent 
symptoms for months. This condition may affect those with both severe and mild cases, both young 
and old. The long hauler symptoms may or may not be the original symptoms the person complained 
of. Long haulers may have continued cough, debilitating fatigue, body aches and joint pains, 
shortness of breath, loss of taste and smell, headaches, insomnia, chest pains/palpitations, and 
brain fog. The brain fog can include unusual forgetfulness, confusion, and the inability to concentrate. 
Other serious long-term consequences of COVID-19 include inflammation of the heart muscle, lung 
compromise, kidney disease, hair loss, and psychiatric problems including anxiety and depression. 
Since this is a new disease, it is unclear if these consequences are permanent or will resolve on 
their own.  The long hauler patients can begin to feel unwell as a progression of their initial symptoms 
or as a period of relapse after improvement in their initial presentation. The reasons behind the long 
haulers' symptoms are not known and most will test negative. 
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Portfolio Strategy: “Portfolios Running Hot For Now” 
Asset allocation, which is the combination of stocks, bonds and cash, is often the biggest determining 
factor in determining a portfolio’s total return. With 2020 finishing the year on a very strong note, the 
gains have mostly come from the equity allocation.  Thus, most client portfolios have an overweighting 
in equities in excess of their investment policy objectives, hence we refer to running the portfolios 
“hot.”  Stocks historically perform strongly during the November to April period and the year is 
following in line with a 13% gain in the SP&500 since November 1st.  

Looking forward to the New Year/2021, it is likely that a portion of the gains in equties will be harvested 
and the proceeds will be deployed into high-quality bonds.  This process follows our long-time portfolio 
philosophy of allocating fixed income that is projected to be withdrawn from the portfolio over the next 
3 to 5 years into bonds with low risk in the long-term or equity allocation. 

Considering returns among the asset allocation mix, cash has no return, fixed income yields today 
are about equal to inflation, thus no net, “real return”, and equities offer potential returns; possibly 
slightly below the historical annual returns of 10% and are subject to sharp, gut wrenching selloffs 
from time to time.  As economies recover and the weak US Dollar fuels demand, commodities may 
be worthy of consideration.  

 

Fixed Income/Bonds: “Objective is not to Lose Money” 
Fixed Income largely plays a defensive role in client portfolios; however, it would be nice if yields 
were a more attractive. For example, a (John) Deere bond maturing in 9 years yields only 1.8%. 
Higher yields are possible by sacrificing credit quality, but the marginal higher returns are not justified 
by the added risks.  It’s not worth losing sleep and worrying if your bond will payoff at maturity.  For 
a small portion of some portfolios, we have been nibbling on floating rate mutual funds, a forgotten 
segment that could capture investment as the economy recovers. 

Fixed Income/Bonds: 

-Laddered high-quality bonds positioned to cover future portfolio withdrawals 

-Preferred stocks for higher yield 

-Higher yielding funds for a small portion of the fixed income allocations 
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Stocks: “Looking for Touchdowns, But Don’t Want  

The Ball to Fumble” 
 

Before discussing the equity strategy in detail, it is interesting to consider the most basic economic 
equation which affects supply demand and the price of a commodity.  The supply of stocks has fallen 
significantly over the past 20 years as the chart below shows courtesy of JP Morgan Asset 
Management, Guide to the Market.  The number of stocks traded has fallen due to mergers and the 

number of shares outstanding has also declined due to repurchases “stock – buybacks.”  24% of the 
tax recent tax cuts were used to purchase their own shares.   

This year, the number of IPO’s (Initial Public Offerings) increased significantly.   Should the IPO 
market become too aggressive, it could “flood the stock market” and cause prices to decline.  The 
recent large IPO’s of Door Dash and Airbnb did lead to a few down days as investors sold positions 
to purchase the new IPO’s. 
 
On the demand side, competition from other asset categories is limited. Pension plan sponsors will 
have a hard time meeting their long-term goals with bonds yielding 1.5%, thus a factor that favors 
owning more stocks versus bonds in pension portfolios.  Further, individual investors have doubled 
their trading of stocks as personal savings has spiked during the pandemic.  Even with supply and 
demand for stocks looking favorable on a longer-term basis, stocks have enjoyed a solid rally this 
year and many individual stocks have increased over 100% which could create the opportunity for a 
sharp correction as investors take profits.   
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One bizarre action in the financial markets has been the selling of stocks and buying of fixed income 
as measured by the fund flows of mutual funds. As the JP Morgan chart below shows, investors 
have been adding to bond funds and selling stocks.  Although this trend has recently reversed, it 
does suggest that the trend of selling bonds and buying stocks may be a market shift taking hold.  
 

 
 

Below is a listing of our top 10 equity holdings and a brief comment about the company: 
 

1. NextEra Energy-World leader in renewable energy production.  NextEra is the best 
performing utility over the past 20 years.   By using renewables and natural gas, NextEra has 
lowered its cost of power production as the company moved away from high-cost coal.   

2. Microsoft- AAA credit rating, safer than the US Treasury debt. Software and cloud storage 
are central to running the business.  The risk of Microsoft shares is the big run-up this year 
which limits further appreciation; however, the strong financial strength makes the company 
a top holding for safety reasons.   

3. Amazon- AA- credit rating. Data storage and online commerce leader.  The stock gains from 
COVID-19 will largely remain post-pandemic as it's just too easy to click and pay online.    

4. ARK Innovation Fund- An ETF focused on disruptive technologies.  ARK invests in leading 
technologies beyond our firm’s ability to thoroughly research.  Top holdings include Tesla, 
genomics companies, and fintech holdings exposed to Bitcoin.  Cathie Wood, the genius 
behind ARK, hopefully will replace Warren Buffett as the celebrity investor of the day.  Warren 
Buffett has severely underperformed for at least a decade including coming up “flat” this year 
compared to the 100% approximate return of the ARK Innovation fund. For a closer look at 
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Cathie Wood, please view the recent Bloomberg interview  (87) Cathie Wood Sees 20% Returns 
After 'Unbelievable' 2020 - YouTube     

5. Garmin- An overlooked leader. GPS applications have been limited based on investment 
analysts, which makes Garmin an opportunity stock as buying would increase if more 
investors knew more about the company.   

6. Nucor – The largest recycler of steel.  This innovative company is growing again as the auto 
and appliance markets are demanding more products.  Although the company has a way to 
go with lowering its costs as renewable energy and artificial intelligence enter into the 
steelmaking process, Nucor serves as an example of a billion-business based on recycling.   

7. Hannon Sustainable – A REIT that serves as a bank for financing energy conservation and 
renewable energy projects.  Hannon’s stock has risen sharply recently due to the Biden 
victory.   

8. Thermo Fisher Scientific – The leading instrument provider to the healthcare industry and 
a major provider of COVID-19 testing supplies. This is core holding for the long-term.   

9. Tesla – This company’s four key drivers of growth include EV’s in the US, a 17% share of the 
EV market in China, battery storage, and solar, which has recently been restructured with 
really innovative products.  As a professional investor with fiduciary responsibilities, the 
challenge of investing in Tesla has been the assumed risk.  For example, less than two years 
ago, the company was within days of not having enough cash to cover payroll.  Other close 
calls over the past decade would suggest the company has more lives than a cat.  Now joining 
the SP500, Elon Musk is the 2nd wealthiest person in the US.  Pretty good for a kid who 
immigrated from Canada where he attended Queen’s University where my niece, Jenna, and 
my grandfather both graduated.   

10. Ulta Beauty – Our “return to the office” stock which is expected in the next 6-9 months.  As 
the date of large-scale “return to the office” gets pushed out, the potential earnings recovery 
also extends to maybe 2022.  Like many of our core holdings, Ulta is virtually debt-free.  Watch 
for Ulta kiosks in Target stores beginning next year.   While many of the top holdings 
outperformed the SP500 in 2020, Ulta has the opportunity to be a top performer in 2021.   

 
While our top holdings cover a wide spectrum of economic segments, they do have a common factor 
of strong earnings and stock price momentum. Thanks to the highly sophisticated analytics of the 
Bloomberg terminal, we can determine the factors that are driving the portfolio price movements.  
Further, we can also analyze the SP500 to determine the factors that are working or not and position 
the portfolio accordingly.  Below is a copy of our portfolio analytics.  While this may not be meaningful, 
it is pretty “cool” stuff! 
 

https://www.youtube.com/watch?v=kfhgbZBWgBE
https://www.youtube.com/watch?v=kfhgbZBWgBE
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Fidelity Will Begin Charging Custody Fees to  

Offset the loss of Brokerage Commissions:  2nd quarter 2021 
Long time clients have seen their brokerage costs dramatically decrease over the past several 
years.  However, custodians are having a difficult time remaining profitable with interest rates at 
historic lows and the elimination of commissions on stock trading.  Further, custodians, like 
Fidelity, need to invest in new technology such as cybersecurity to protect your financial assets.   

Beginning at the end of the 1st quarter, Fidelity will begin charging $50 per quarter, per account.  
We believe this fee is reasonable and necessary for Fidelity to have the resources to operate a 
large brokerage and custodian operation.    

 

2020 Last-Minute Tax Saving Strategies 
Just in case you may have overlooked a few items, we have provided a list of last-minute tax 
savings before year-end. 

-    Fund an HSA (Health Savings Account). Fidelity has a very good one. Single individuals can 
contribute $3,550, or $4,550 if you are over 50. 

-    Set up a Fidelity Donor Advised Fund to bunch your charitable donations in one year for tax 
purposes, which allows you to “take your time” and make donations over many years. This is a 
great way to help the many causes in need of financial support due to COVID-19.  Fidelity can 
set up a Donor Advised Fund in a few minutes and funding is advised with one of your many 
stocks that have appreciated nicely this year to avoid capital gains taxes.   
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- Fidelity will be providing data sharing with H&R Block for ease in preparing tax returns.  
Hopefully, Fidelity will have electronic data sharing with CPA firms, large and small for 2021. 

With vaccines on the near horizon, we have reason to hope that the pandemic will eventually be 
over; however, now is not the time to let down our guard. Those with long-haul symptoms may indeed 
be another health crisis soon. With this in mind, continue to wear your mask, stay socially distant, 
wash your hands, and get the vaccine when it is available to you.  

We extend a special thanks to our loyal clients for their continued confidence in our firm and our 
capabilities, especially during this year.  Thank you for your business.   We are also thankful to the 
professionals in our community who continue to give us referrals and support our firm.     

Wishing all of you a happy, healthy and safe holiday season, and we look forward to visiting with you 
in person hopefully in 2021! 


