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Executive Summary 

Six Trends to Consider  

1. Fighting an Invisible Enemy 
America is fighting a war—not against a country or other people or groups—but against grim, invisible, 

sometimes deadly microscopic particles. Casualties, extensive controls and the scope of policy responses 

are similar to wartime. 

2. A Time for Innovation  
Wartime necessities and desperation, despite the horrors of war, often lead to technological 

advancements that provide a boon to productivity for perhaps decades. 

3. COVID-19 War Is Global 
Technological advancements should improve conditions and productivity around the world. They will likely 

have global, regional and market sector implications. 

4. The Vaccines Could Prove Revolutionary  
We could be witnessing only the first stage of a set of vaccines that could reduce the impact of many 

viruses. They will still need to be accepted, distributed and effective. 

5. The Economy Is Adapting 
The economy is already adapting to new conditions caused by the virus. New business formation is 

booming at the same time as business closures are soaring. 

6. An Eye on Valuations 
Valuations across the capital markets have already discounted much of the good news, but extensive 

amount of fiscal and monetary stimulus could reduce volatility and bolster optimism. Look out for taxes and 

unexpected inflation. 
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Give the COVID War a Chance 

America is fighting a war—not against a country or other people or groups—but against grim, invisible, 

sometimes deadly microscopic particles. Consider what major U.S. institutions have done in 2020. 

Collectively, we have unleashed more stimulus than at any time in the nation's history.  

The Federal Reserve, formed in 1913 on the eve of World War I, has mobilized more liquidity to fight the virus than at 

any other economic downturn since its existence. Our fiscal policy has fired several big bazookas and fired another 

before year end, pushing our federal debt to GDP (gross domestic product) ratio above levels seen at the end of the 

Civil War, World War I, Korea, and Vietnam. Due to coronavirus spending, we will soon surpass the World War II debt 

to GDP high of 106%. The fiscal and monetary firepower has already been delivered. Wars have typically led to rapid 

technological development that have often had positive impact for decades. Technologically advanced vaccines are on 

the way. With due apologies to John Lennon, all we are saying is give the COVID war a chance. 

In the U.S., Donald Trump said he was a "wartime president" and invoked the Defense Production Act of 1950 to 

expand productive resources and secure supplies to fight the virus. But this has been a global fight from the start. 

Worldwide, leaders have expressed their support for the war effort. According to Foreign Policy magazine, Chinese 

President Xi Jinping labeled the fight against the virus as a "people's war." French President Emmanuel Macron said 

he was "at war" with COVID-19.  

 

Liberty Bonds were used to finance World War I.  

Photo credit: internationalposter.com, Boston MA 

https://www.internationalposter.com/
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The comparison to wartime is not mere political hyperbole. Consider the similarity of the number of fatalities compared 

to the population. In World War I, for example, the U.S. lost 116,516 soldiers, substantially fewer than other European 

and Eastern European nations who entered the war years before the U.S. joined in 1917. Against the U.S. population 

of 103.2 million in 1918, fatalities were a little over 1/10th of 1 percent of the population (0.00113), strikingly similar to 

the ratio (0.001) of people in the U.S. today, 328.2 million to the over 344,000 COVID-19 fatalities in the U.S. 

(according to Johns Hopkins University as of December 31, 2020.) World War I is also similar to this war in that more 

U.S. World War I soldiers (over 63,000) lost their lives to the flu epidemic contracted in training camps and troop ships 

than on the battlefield.  

Despite the upheaval, disruption and lamentable loss of life, the U.S. economy boomed during World War I, taking the 

U.S. out of recession and into 44 months of sustained expansion from 1914 to 1918. Unemployment declined from 

7.9% to 1.4% over that period as we transitioned from building civilian goods to war material. The massive expansion 

of plant and equipment payed dividends well beyond the war effort.  

Market Overview 

Index Returns (%) as of December 31, 2020  

Index 4Q 2020  1 Yr.  3 Yr. ^ 5 Yr. ^ 2019 2018 2017 2016 

S&P 500  12.1  18.4  14.2  15.2  31.5  (4.4) 21.8  12.0  

MSCI USA Small Cap 28.9  18.9  10.9  13.9  27.4  (10.0) 17.3  19.8  

MSCI EAFE (net of taxes) 16.0  7.8  4.3  7.4  22.0  (13.8) 25.0  1.0  

MSCI Emerging Markets (net of taxes) 19.7  18.3  6.2  12.8  18.4  (14.6) 37.3  11.2  

Bloomberg Barclays US Aggregate Bond 0.7  7.5  5.3  4.4  8.7  0.0  3.5  2.6  

Bloomberg Barclays Global Aggregate ex-US 5.1  10.1  4.2  4.9  5.1  (2.1) 10.5  1.5  

S&P GSCI Crude Oil 20.6  (20.5) (7.1) 5.5  34.5  (24.8) 12.5  45.0  

S&P GSCI Gold (0.4) 20.9  11.5  11.0  18.0  (2.8) 12.8  7.7  

Bloomberg Commodity 10.2  (3.1) (2.5) 1.0  7.7  (11.2) 1.7  11.8  

Bloomberg Barclays US Treasury Bill 6–9 Month 0.0  1.2  1.9  1.4  2.6  1.8  0.7  0.5  

Inflation § 0.4  1.2  1.8  1.9  2.3  1.9  2.1  2.1  

^3-year and 5-year returns are annualized 

Sources: MSCI; Bloomberg Barclays; Standard and Poor's (©2021, S&P Dow Jones Indices LLC. All rights reserved); Bureau of Labor Statistics.  

§ Inflation data through November 2020. Visual created by Lockwood Advisors, Inc. For additional information regarding the indices shown, please 

refer to the Important Disclosures at the end of this document. Indices are unmanaged and are not available for direct investment. Past 

performance is not a guarantee of future results.  

Productivity 

Necessity is the mother of invention. War, out of necessity or desperation, typically has been a source of innovation 

with long-term implications for economic productivity. Every army wants faster vehicles and armaments, more 

supplies, medical advancements, better materials, and improved communications and logistics. The productivity 

enhancements developed in wartime often spill over into the general economy after the conflict has subsided. 

Consider World War I again. The list of innovations that came from World War I is quite long: zippers, tanks, 

interrupters (the ability to fire through the airplane propellers), aircraft carriers, mobile X-ray machines, blood banks, 

Kleenex, Pilates, stainless steel (adding chromium to molten iron), drones and wristwatches. There are a host of 

additional advancements in military technology. We can't forget Daylight Savings Time, satirically mentioned by 

Benjamin Franklin to his 18th century Paris neighbors, but not introduced in 1918 to save energy costs. The Standard 

Time Act established the time zones we know today.  
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Source: Congressional Budget Office (CBO.gov). Data as of September 30, 2020.  

Government Expansion 

Wars have also come with expansion of government control and coordination of the economy and vital national 

resources. Many have questioned the efficacy of lockdowns, shut-ins and seemingly excessive curtailment of liberties 

that have come with COVID-19. The cost for small businesses has been brutal. We forget that overreach has generally 

been an integral part of wartime governmental planning. Clearly the planning and reaction to COVID-19 leave much to 

be desired from a public policy standpoint. Worse, controls and institutional processes instituted in wartime have very 

often outlived their usefulness and lingered well beyond their expiration date or duration of the crisis.  

As an example, I grew up near the Millville, NJ Municipal Airport. At the time (pre-9/11), you could pretty much ride 

your bike or jog there wherever you wanted, including the runway. Whether that was a smart idea or not is a good 

question that we completely ignored as kids. The airport was built in 1941 and dedicated as "America's First Defense 

Airport." After January of 1943, the Millville Army Airfield housed the pilots training in the Republic P-47 Thunderbolt, 

an escort, group attack and high-altitude fighter-bomber known for its ability to absorb a large amount of lead. Known 

as the "Jug" or "Juggernaut," the aircraft was considered one of the most effective fighter-bombers of World War II. 

Streets at the airport are still named after the Army Air Force pilots who trained at the civilian base and died in the 

conflict.  

At the airport was a nondescript building called the Leon Henderson Building, named for a former attendee of Millville 

High School, who had led the Office of Price Administration (OPA) in 1941-42. Among his colleagues were John 

Kenneth Galbraith (Deputy Head of the OPA), who became perhaps the leading proponent of post-Keynesian 

economics in the U.S. Henderson had previously been a member of the SEC (Securities Exchange Commission).  

The OPA had broad powers over all manner of rents and goods prices and effectively set exchange rates over many 

facets of the economy. It could place price ceilings and could ration scarce supplies of other items, including tires, 

automobiles, shoes, nylon, sugar, gasoline, fuel oil, coffee, meats and processed foods. At the peak of the OPA's 

power, almost 90% of retail food prices were frozen. Like today, the severe controls faced loud criticism from the 

business community.  
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In fact, Democratic party officials blamed Henderson and the OPA and their draconian economic controls for losses in 

the polls in 1942 and he was replaced. By any standard, the World War II-era OPA represented a dramatic escalation 

of government control over the goods prices, rents and economic transactions. It was finally shuttered in 1947, well 

after the war had subsided. Many of the broad or emergency powers instituted in that effort live on today as part of 

other agencies.  

It will be interesting to see if today's incumbents face a test at the ballot booth (or mailbox) in the next election cycle. In 

many ways, the lockdown policies instituted by U.S. governments at various levels is the complete opposite of the 

mobilization efforts designed to move troops, war machines and personnel. Keeping our citizens "hunkered down," like 

our adversaries in the Gulf War, has led to serious adverse economic consequences.  

World War II Productivity  

Government direction of resources also had considerable upside. Consider the development of synthetic rubber. In 

World War II, after Japan seized the Malay Peninsula and the Dutch East Indies (now Indonesia), we were bereft of a 

source of natural rubber. At the behest of the Roosevelt Administration, we created synthetic rubber from petroleum 

byproducts as a substitute. According to the National World War II Museum in New Orleans, it took about 1,000 

pounds of rubber to build a plane, 2,000 for a tank and 75 tons for a battleship. Synthetic rubber became a critical 

resource for the wartime production effort. 

World War II led to other technologies, of course, led by the Manhattan project and the creation of an atomic bomb. 

However, the war effort also enabled the development of new consumer products that have become standard 

household staples such as duct tape, super glue and new rugged vehicles like the Jeep. Even Silly Putty, the flexible 

toy material, came out of the effort to create synthetic rubber.  

mRNA - Message in a Bottle 

So, here we are in wartime 2020, battling an invisible enemy. In November, the stock market rallied sharply on four 

successive announcements on Mondays that provided additional detail on the mRNA (messenger ribonucleic acid) 

vaccines being developed by major pharmaceutical companies across the globe. The development of the vaccines 

builds on the efforts of a trio of scientists affiliated with the University of Pennsylvania—Katalin Karikó, Drew 

Weissman and Norbert Pardi—who discovered that altering the building blocks of RNA (nucleosides) and the 

packaging of the lipid fat coating of a virus could overcome development limitations. Whether Karikó, Weissman and 

Pardi will become the Jonas Salk of our time is yet to be seen, but their advancements are already noted (Salk led the 

team of University of Pittsburgh virologists who developed the polio vaccine in the early 1950s). 

Vaccines based on mRNA are a notable advancement and have the intriguing possibility of being able to send a 

message in a bottle—a message that stimulates the production of viral antibodies for any virus, from hepatitis to Zika 

to the common cold. This could be a revolutionary technology, developed at warp speed out of necessity and 

desperation. If the technology proves amenable to controlling other viruses, the productivity benefits could be 

immense. Also, we can't forget that we cut a lot of red tape and bureaucracy to enable its manufacture. If those 

administrative hurdles remain low, we could see other quick results against other viruses.  

The vaccine, if it can be manufactured in volume, if it is efficacious without severe side effects and if it is accepted by a 

skeptical public, has the possibility of acting like a “cure” for COVID-19. However, global governments could still gum 

up the distribution by insisting on a "national" vaccine for their respective countries or by controlling vital chemicals, 

resources and supplies vital for their manufacture. A vaccine will not assuage the pain of lost or damaged loved ones, 

nor will it immediately bring back devastated small businesses. But in an aggregate sense, it could almost immediately 

breathe life back to a moribund economy and make for a virile rebuilding phase in 2021 and 2022. This optimism is a 

large part of the rise in stocks over 2020.  
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Schumpeter 

We're already seeing the rebuilding phase of the U.S. economy happen before our eyes. The remarkable "creative 

destruction" phase of capitalism, remarked upon by economist Joseph Schumpeter (1883-1950), sees the seeds of 

future growth planted in the crisis at hand. So, new business models, adapting to change, rise like the proverbial 

phoenix from the charred ashes. Here, in the New York/New Jersey metro area, according to a Harvard-run database 

called TrackTheRecovery.org, business conditions and lockdowns shuttered nearly 1/3 of small business in 2020. Yet, 

according to the Wharton School Budget Model, drawing on data from the Census Bureau, we saw nearly 700,000 

more new business applications nationally over the period ending mid-November 2020 than we did over the year prior. 

The rebuilding process is well underway.  

Other technologies and businesses will emerge, perhaps as a direct result of the pandemic. Sanitizing technology 

could become more widespread. We may have a lot more work from home and workout from home gadgets. We may 

be engaging in more telemedicine. Many companies have had to boost their online presence to compete with larger, 

more established online players. Markets have been rewarding companies in these areas. The adjustment to the 

pandemic could have staying power.  

Valuations: The Strategist's Dilemma  

The markets, typically a future discounting mechanism, have already celebrated a lot of the optimism they envision for 

2021 and 2022. Almost all the rosy scenarios for earnings and corporate profits base their forecasts largely on the 

promise of a successful vaccine rollout. Therein lies the strategist's dilemma for the next several years of market 

returns. We can see how the vaccine allows the U.S. and global economies to begin to unfold in a very positive 

direction. But markets have already reacted to the news, taking stock shares near or above all-time valuation 

indicators. Yet, 93% of all countries around the globe are in recession (Bank of America Global Research) and the 

Labor Department reports that we still have 20.5 million Americans on some kind of unemployment insurance or 

support. Bringing them back into the labor force will take time, underlying why the Federal Reserve has telegraphed 

staying at the zero bound on policy rates (federal funds at 0%, or the effective lower bound) for the foreseeable future 

and perhaps into the next election cycle. Markets have already digested the likely path of Federal Reserve policy for 

several years to come.  

In our view, the valuations of many global equity markets now paint a challenging prospect for future returns. Most 

measures of global equities, especially the U.S. are in the upper percentiles of their historical range. Yield spreads also 

show an expensive bond market for investment grade or high yield debt. It's surprising how many strategists seem to 

love stocks and hate bonds, when the only valuation indicators that don't reside in the upper stratosphere are very 

dependent on interest rates. The global risk markets are very sensitive to hikes in interest rates as they depend on 

longer-term discount rates that are at all-time lows. With over $18 trillion in negative-yielding sovereign debt and an 

economic recovery likely underway, we believe that valuations may not get much support from the global sovereign 

markets, despite large amounts of central bank buying. Indeed, the amount of stimulus is now so large that it will likely 

entail increases in central bank bond buying to keep up with government issuance. There could be a temper tantrum-

like event or events at some point in the intermediate investment horizon if central banks must abruptly change gears 

due to realistic constraints. Fiscal policy, as we noted in our last quarterly commentary, already faces long-term 

handcuffs. Perhaps, also, we could see a correction in time as opposed to price. However, in our view, the continued 

support of market liquidity by global central banks may be the only thing that matters in the short run. Expensive 

markets can easily get more expensive.  

We believe the sentiment and technical positions of many markets are also troubling. We've written earlier this year 

about the explosive interest in short-term and options trading. It has only grown since. Individual and professional 

sentiment (low portfolio manager cash as an example) are at or near record levels. Investors are also heavily levered 

as margin debt is challenging levels seen only at recent market peaks (we're a long way away from all-time peaks in 

market speculation seen in 1929). Technically, many stock indices are also stretched. Small-capitalization U.S. stocks, 
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for example, are trading at some 30-35% above their respective longer-term moving averages depending on the index. 

Combined, these indicators provide good reason to think that markets have discounted much of the positive news.  

Taxes 

The U.S. has never come through a wartime experience without a sizable increase in taxes. Tax increases took place 

in 1941 and 1942 (Roosevelt, World War II), 1968 (Johnson, Vietnam), 1950 and 1951 (Truman, Korea). The Biden 

Administration has proposed the fifth largest tax increase in U.S. history. Markets have downplayed the fear of tax 

increases in the next several years but should begin to consider that tax hikes are more likely than not in the longer-

term outlook for the markets. Tax hikes are problematic for risk markets because they likely target demand, either from 

corporations or wealthy individuals, or capital gains. 

Inflation  

We discussed inflation at length in our Lockwood Investment Insights – WIN in early October. Many strategists are 

worried about the prospect for rapidly rising inflation in 2021, but we believe we still need to get through the 

disinflationary, if not downright deflationary, aspects of the COVID-19 crisis. Like the Office of Price Administration did 

in the World War II era, we have suspended evictions and foreclosures in the real estate market for now. Effectively, 

we have extensive rent control. Given the importance of the OER (owner's equivalent rent) as a component of the CPI 

(consumer price index), we believe that inflation will have a difficult time rising substantially as these controls are lifted. 

Also, in our view, the labor market is still well out of balance and the sheer number of unemployed will also likely keep 

a cap on wage inflation pressures. We could see inflation on the goods side as re-ignition of demand outstrips supply 

until manufacturing comes back online. We believe that runaway inflation is still unlikely at this juncture, but we could 

see it pick up mid-year.  

 
Source: Bloomberg. Visual created by Lockwood Advisors, Inc. Data as of December 31, 2020.  
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Curiously, as we go to press, the long-term inflationary expectations of the market (figured by taking the difference 

between 30-year Treasury yields and 30-year real yield on Treasury Inflation Protection Securities [30-year TIPS]) are 

at exactly 2%. That is still the long-run Federal Reserve target inflation rate, although they prefer to measure inflation 

via the personal consumption expenditure deflator (PCE). So, while the markets spent most of the recovery from the 

2008-09 crisis in a state of disbelief about Federal Reserve policy and future rate hikes, now they think the Federal 

Reserve will meet their target for 30 years. 

Medicated  

During the Federal Reserve's adoption of quantitative easing, the high degree of monetary stimulus has tended to 

reduce market volatility over time. Some might say the market has already been heavily medicated or, shall we say, 

vaccinated. This time we have a giant dose of fiscal medicine as well and, in our view, we could easily see a reduction 

in volatility that will help markets over 2021, subject to short-term corrections. The bill for all this stimulus will need to 

get paid eventually, but, in the meantime, we have several vaccines developed in a wartime environment to help get us 

out of the pandemic funk. We believe that should lead to an economy rapidly getting back on its feet. Strategists 

looking into their crystal ball in 2020 didn't see a pandemic virus, a reminder that investors should expect the 

unexpected. For the moment, we have major institutions in the U.S. and around the globe in a wartime stance. In 

2021, all we are saying is give the COVID war a chance.  
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Important Disclosures  

©2021 Pershing LLC. Pershing LLC, member FINRA, NYSE,  

SIPC, is a subsidiary of The Bank of New York Mellon Corporation 

(BNY Mellon).  

Pershing does not provide investment advice. Affiliated investment 

advisory services, if offered, are provided by Lockwood Advisors, 

Inc. (Lockwood), a Pershing affiliate and an investment adviser 

registered in the United States under the Investment Advisers Act of 

1940. Trademark(s) belong to their respective owners.  

The statements contained herein are based upon the opinions of 

Lockwood and the data available at the time of publication and are 

subject to change at any time without notice.  

The statistical data contained herein has been obtained from third-

party sources (see below) believed to be reliable and accurate. While 

Lockwood believes the information to be accurate and reliable, no 

representations, guarantee or warranty, express or implied, can be 

made as to its completeness, accuracy, or reliability.  

Neither the information nor any opinions expressed herein should be 

construed as a solicitation or a recommendation by Lockwood or its 

affiliates to buy, hold or sell any securities or investments.  

Statements of future expectations, estimates and other forward-

looking statements are based on available information and 

Lockwood’s view as of the time of these statements. Accordingly, 

such statements are inherently speculative, as they are based on 

assumptions that may involve known and unknown risks and 

uncertainties. Actual results, performance or events may differ 

materially from those expressed or implied in such statements.  

This communication does not constitute investment advice, is for 

informational purposes only and is not intended to meet the 

objectives or suitability requirements of any specific individual or 

account. An investor should assess his or her own investment needs 

based on his or her own financial circumstances and investment 

objectives.  

Lockwood in its capacity as an investment adviser and money 

manager may be engaged in the purchase and sale of securities 

discussed in this article in one or more of its discretionary portfolios. 

Lockwood personnel may also from time-to-time buy and sell these 

same securities for their personal accounts.  

It is important to remember that there are risks inherent in any 

investment and that there is no assurance that any money manager, 

fund, asset class, index, style or strategy will provide positive 

performance over time.  

Diversification and strategic asset allocation do not guarantee a profit 

or protect against a loss in declining markets. All investments are 

subject to risk, including the loss of principal.  

Foreign investments are subject to risks not ordinarily associated 

with domestic investments, such as currency, economic and political 

risks, and may follow different accounting standards than domestic 

investments.  

Investments in emerging or developing markets involve exposure to 

economic structures that are generally less diverse and mature, and 

to political systems that can be expected to have less stability than 

those of more developed countries. These securities may be less 

liquid and more volatile than investments in US and longer 

established non-US markets.  

Investments in fixed income securities are subject to several general 

risks, including interest rate risk, credit risk, the risk of issuer default, 

liquidity risk and market risk. These risks can affect a security's price 

and yield to varying degrees, depending upon the nature of the 

instrument, and may occur from fluctuations in interest rates, a 

change to an issuer’s individual situation or industry, or events in the 

financial markets. In general, a bond's yield is inversely rated to its 

price. Bonds can lose their value as interest rates rise and an 

investor can lose principal. If sold prior to maturity, fixed income 

securities are subject to gains/losses based on the level of interest 

rates, market conditions and the credit quality of the issuer.  

Liquidity risk increases when particular investments are difficult to 

purchase or sell. A lack of liquidity also may cause the value of 

investments to decline. Illiquid investments may be harder to value, 

especially in changing markets. Typically liquid investments may 

become illiquid, particularly during periods of market turmoil. When 

illiquid assets must be sold in such market conditions (to meet 

redemption requests or other cash needs for example), it may be 

necessary to sell such assets at a loss.  

Investments in small/mid-capitalization companies involve greater 

risk and price volatility than an investment in securities of larger 

capitalization, more established companies. Such securities may 

have more limited marketability and the firms may have limited 

product lines, markets and financial resources than larger, more 

established companies.  

Investments in gold bullion come with additional risks. The price of 

gold has fluctuated widely over the past several years. Several 

factors affect the price of gold, including: global supply and demand; 

global or regional political, economic or financial events and 

situations, investors’ expectations with respect to the rate of inflation; 

currency exchange rates and interest rates. There is no assurance 

that gold will maintain its long-term value in terms of purchasing 

power in the future. 

Investments in natural resources-related companies may be 

negatively impacted by variations, often rapid, in the commodities 

markets, the supply of and demand for specific products and 

services, the supply of and demand for oil and gas, changes in 

energy prices, exploration and production spending, government 

regulation, economic conditions, events relating to international 

political developments, environmental and safety regulations, energy 

conservation, the success of exploration projects and environmental 

incidents. As a result, the securities of natural resources companies 

may experience more price volatility than securities of companies in 

other industries. 

Past performance is not a guarantee of future results. Current 

performance may be lower or higher than the performance data 

quoted. The investment return and principal value of an investment 

will fluctuate, so that an investor’s assets, when sold, may be worth 

more or less than their original cost.  

Inflation is the rate at which the general level of prices for goods and 

services is rising and, consequently, the purchasing power of 

currency is falling.  
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The information on indices is presented for illustrative purposes only 

and is not intended to imply the potential performance of any fund or 

investment. Index performance assumes the reinvestment of all 

distributions but does not assume any transaction costs, taxes, 

management fees or other expenses, which would reduce the 

performance shown. Indices unmanaged and are not available for 

direct investment.  

Bloomberg Barclays Global Aggregate ex-US Bond Index: The 

Bloomberg Barclays Global Aggregate ex-US Bond Index is 

designed to be a broad-based measure of the global investment-

grade, fixed rate, fixed income corporate markets outside the United 

States.  

Bloomberg Barclays US Aggregate Bond Index: The Bloomberg 

Barclays US Aggregate Bond Index represents securities that are 

SEC registered, taxable and dollar denominated. The index covers 

the US investment-grade fixed rate bond market, with index 

components for government and corporate securities, mortgage 

pass-through securities and asset-backed securities. These major 

sectors are subdivided into more specific indices that are calculated 

and reported on a regular basis. Securities must have at least one 

year to final maturity regardless of call features and must have at 

least $250 million par amount outstanding.  

Bloomberg Barclays US Treasury Bill 6–9 Month Index: The 

Bloomberg Barclays US Treasury Bill 6–9 Month Index represents 

United States-issued government debt with a bond maturity between 

six months and nine months.  

Bloomberg Commodity Index: The Bloomberg Commodity Index is 

designed to be a highly liquid and diversified benchmark for the 

commodity futures market. The index is composed of exchange-

traded futures and represents 20 physical commodities, which are 

weighted to account for economic significance and market liquidity 

(subject to weighting restrictions). On July 1, 2014, the Dow Jones 

UBS Commodity Index rebranded as the Bloomberg Commodity 

Index.  

Consumer Price Index (CPI): The Consumer Price Index (CPI), as 

measured by the U.S. Bureau of Labor Statistics, represents 

changes in prices of all goods and services purchased for 

consumption by urban households. 

MSCI EAFE (Europe, Australasia and the Far East) Index (net of 

taxes): The MSCI EAFE (Europe, Australasia and the Far East) 

Index (net of taxes) is a free-float-adjusted market-capitalization 

index that is designed to measure developed market equity 

performance, excluding the United States and Canada. As of May 

30, 2019, the MSCI EAFE Index consisted of the following 21 

developed market country indices: Australia, Austria, Belgium, 

Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, 

Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, 

Singapore, Spain, Sweden, Switzerland and the United Kingdom. 

The index is net because dividends are reinvested after deducting a 

withholding tax from dividend distributions. Since taxes are withheld 

from the MSCI EAFE Index (net of taxes), the performance of the 

MSCI EAFE Index (net of taxes) will generally be lower than that of 

the MSCI EAFE Index (gross of taxes).  

MSCI Emerging Markets Index (net of taxes): The MSCI Emerging 

Markets Index (net of taxes) is a free-float adjusted, market-

capitalization index that is designed to measure equity market 

performance of emerging markets. As of May 30, 2019, the MSCI 

Emerging Markets Index consisted of the following 26 emerging 

market country indices: Argentina, Brazil, Chile, China, Colombia, 

Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, 

Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Qatar, 

Russia, Saudi Arabia, South Africa, Taiwan, Thailand, Turkey and 

United Arab Emirates. The index is net because dividends are 

reinvested after deducting a withholding tax from dividend 

distributions. Since taxes are withheld from the MSCI Emerging 

Markets Index (net of taxes), the performance of the MSCI Emerging 

Markets Index (net of taxes) will generally be lower than that of the 

MSCI Emerging Markets Index (gross of taxes). 

MSCI USA Small Cap Index: The MSCI USA Small Cap Index is an 

unmanaged index designed to measure the performance of the 

small-cap segment of the US equity market. The index represents 

approximately 14% of the free float-adjusted market capitalization in 

the US. 

S&P GSCI Gold Index: The S&P GSCI Gold Index, a subindex of 

the S&P GSCI Index, provides investors with a reliable and publicly 

available benchmark for investment performance in the gold 

commodity markets. The index is designed to be tradable, readily 

accessible to market participants and cost efficient to implement. The 

S&P GSCI Index is widely recognized as the leading measure of 

general commodity price movements and inflation in the world 

economy.  

S&P GSCI Crude Oil Index: The S&P GSCI Crude Oil Index, a sub-

index of the S&P GSCI, provides investors with a reliable and 

publicly available benchmark for investment performance in the 

crude oil commodity markets. The index is designed to be tradable, 

readily accessible to market participants and cost efficient to 

implement. The S&P GSCI is widely recognized as the leading 

measure of general commodity price movements and inflation in the 

world economy. Spot price in the S&P GSCI means the price of the 

S&P GSCI futures holdings.  

S&P 500 Index: The S&P 500 Index, an unmanaged index, includes 

500 of the largest stocks (in terms of stock market value) in the 

United States; prior to March 1957, it consisted of 90 of the largest 

stocks. Although the S&P 500 focuses on the large-cap segment of 

the market, with approximately 80% coverage of US equities, it is 

also used as a proxy for the total US equity market.  

Reproduction of S&P index data shown in this document in any form 

is prohibited except with the prior written permission of S&P. S&P 

does not guarantee the accuracy, adequacy, completeness or 

availability of any information and is not responsible for any errors or 

omissions, regardless of the cause or for the results obtained from 

the use of such information. S&P DISCLAIMS ANY AND ALL 

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT 

LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR 

FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event 

shall S&P be liable for any direct, indirect, special or consequential 

damages, costs, expenses, legal fees, or losses (including lost 

income or lost profit and opportunity costs) in connection with 

subscriber’s or others’ use of S&P index data shown in this 

document. ©2021, S&P Dow Jones Indices LLC.  

Securities are not bank deposits. They are not insured or guaranteed 

by Lockwood, its affiliates or its parent companies.  

Securities are not insured or guaranteed by the Federal Deposit 

Insurance Corporation (FDIC), the Federal Reserve, the U. S 

Securities and Exchange Commission (SEC) or any other 

government agency. 
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For more information about Lockwood, as well as its products, fees 

and services, please refer to Lockwood’s Form CRS (Customer 

Relationship Summary) and applicable Form ADV Part 2 Wrap Fee 

Brochure (Managed 360® Program, Managed Account Advisor 

Program, Lockwood Sponsored Program or Co-Sponsored 

Programs) or the Firm Brochure, which may be obtained through 

your financial advisor or by writing to: Lockwood, Attn: Legal 

Department (AIM #19K-0203), 760 Moore Road, King of Prussia, PA 

19406, or by calling (800) 200-3033, option 3.  

All performance is expressed in US dollars. Sources: Federal 

Reserve; MSCI; Standard & Poor’s, Bloomberg, Statistica.com, 

FactSet, Congressional Budget Office and World Bank. 


