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The first quarter of 2021 saw gains in most stock market averages, modest declines in bond prices, and increases in 
many commodity prices. 
 

 March 31, 2021 Dec. 31, 2020 % Change 

S&P 500® Index 3,958.6 3,756.1 +5.4% 
Dow Jones Industrial Average 33,067.0 30,606.5 +8.0% 
NASDAQ Composite Index 13,087.3 12,883.0 +1.6% 
Russell 2000® Index 5,457.1 4,908.0 +11.2% 
VIX Volatility Index 20.8 23.6 -11.9% 
Barclays Bond Index – ETF “AGG” 113.8 118.2 -3.7% 
10-Year U.S. Treasury Yield 1.74% 0.91% +91.2% 
Baltic Dry Index – Spot 2103 1366 +54.0% 
Gold (ounce) – NY Spot 1,709 1,902 -10.1% 
Oil (barrel – West Texas intermediate) 59.50 48.52 +22.6% 
Bitcoin 59,595 29,220 +104.0% 

Source:  FactSet Research Systems, Inc. 

 
Last month marked the one-year anniversary of the pandemic shut-down of the American economy.  Many things have 
occurred over the past year, most of which were not predicted back then.  The economy suffered one of its sharpest – 
and shortest – recessions ever.  Massive federal aid – approximately $3.6 trillion in fiscal assistance last year alone – 
preserved the economic health of the country, while drug companies quickly developed vaccines to protect the 
population’s physical health.  Businesses crippled by the pandemic – airlines and hotels, for example – survived on 
federal aid and lenders’ forbearance.  And technology companies thrived in providing linkups for suddenly dispersed 
workforces.  Perhaps the greatest surprise was the strong performance of U.S. stock markets: the S&P 500® Index 
gained 16% and the technology-focused NASDAQ Index jumped 44% in 2020.  The surprises continued: President 
Donald Trump, who a year ago seemed likely to win a second four-year presidential term, lost the November election, 
and the Republican Party lost control of the Senate after the Georgia special elections in early January.   
 
President Joseph Biden wasted no time delivering on his campaign promise to double down on COVID relief.  On March 
11, the President signed into law the American Rescue Plan (ARP), a $1.9 trillion fiscal cornucopia whose major elements 
included: direct payments of $1,400/person to middle income and poor families; a boost of $300/week in federal 
unemployment benefits through the summer; expansion of the federal child tax credit for low-income families through 
year-end; and $350 billion of direct aid to cities and states. The ARP contained many additional provisions as well, 
including (among others), expanded Medicaid eligibility, lower Affordable Care Act health insurance premiums, and 
direct aid to help re-open public schools and transit systems.   
 
Economists debate whether this latest fiscal step is a bridge too far.  Many fear that so much stimulus – about 9% of 
U.S. gross domestic product in 2020 – will overheat the economy and stoke both inflation and interest rates.  ARP 
supporters cite America’s above-trend unemployment, now 6.2%, and recently low inflation, 1.7%, as evidence that the 
economy now operates below its full potential.  Many policy makers believe the lesson learned from the Great 
Recession (2007-2009) is that consumers received too little help then, resulting in years of sub-par economic growth.  
Conversely, ARP opponents point to the recent sharp jump in the 10-year government bond yield – from 0.9% 
approximately twelve weeks ago to about 1.7% today – as a sign of trouble.  And in fact, the prices of many materials 
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from metals to oil to agricultural products have shot up in recent weeks, though it is unclear whether this is the “frictional 
heat” of a restarting economy, or something more serious. 
 
The American Rescue Plan is mostly carrot and little stick.  However, the same cannot be said of the administration’s 
next fiscal proposal, dubbed the “Build Back Better” plan.  This $4 trillion plan for infrastructure investment – both 
traditional and novel (rural broadband, for example) – will include higher taxes on businesses and affluent taxpayers.  
Unlike the ARP, the infrastructure plan would be implemented over a decade, and its tax increases will pay for the 
spending, at least in theory.  The details of the tax proposals must be ironed out, but our best guess is that the corporate 
tax rate could move up from 21% now to ± 25% (the rate had been 34% as recently as 2016), and the highest marginal 
tax rate on incomes (over $400,000/year) might jump from 37% to 39%, about where they were a few years ago.  As 
investors, we would be especially wary of any increase in the long-term capital gains rate, now maxed out at 20%; any 
move to equalize tax rates on capital gains with earned income could be detrimental to stock valuations by reducing 
the relative attraction of capital gains to income.   
 
Still, the current setup bodes well for the immediate health of the American economy, and probably U.S. share prices, 
too.  The combination of the ARP’s strong fiscal stimulus and consumers’ pent up demand for goods and services 
should produce strong growth this year.  Bank of America, for example, recently raised its forecast of 2021 U.S. GDP 
growth to 6.5%.  The country’s average yearly real growth has been just 1.7% over the last ten years and has not 
exceeded 6% since 1984.   
 
Should we fret about rising interest rates?  For bond investors, the answer is yes.  Long-duration bond prices can be – 
and have been – hurt by rising rates.  But for equity investors, rising rates send a more nuanced signal.  A modest 
increase in rates means that the economic outlook is improving – or is likely to improve.  Further, banks are eager to 
make loans since their NIMs (net interest margins: the difference between the rates they charge on loans vs. their 
funding costs) have risen since the start of 2021.  Recent historical analysis from our friends at Strategas Research 
Partners shows the S&P 500® Index rose in every period of rising rates between 1993 and 2018 (eight periods).  Here’s 
another unexpected finding: technology shares usually outpaced the S&P 500® in periods of rising rates (six out of 
eight times).  In view of their high growth and usually high valuations, one might have imagined tech shares to be 
especially vulnerable to rising rates.  Perhaps this apparent paradox means the search for productivity – the stock in 
trade of the technology industry – never ceases, and especially so in periods of rising costs.  Over the past half-year, 
the U.S. stock markets have broadened away from their single-minded focus on large-capitalization technology shares 
to embrace cyclical, low P/E, and small-capitalization stocks.  Between early November and mid-March, the Russell 
2000® Index of smaller-capitalization stocks gained 53% versus the S&P 500’s 21% rise.  That is a welcome and healthy 
development that could signal the start of a new business cycle. 
 
Thank you for allowing us to manage your investments.  We aim to reward your faith with creativity, diligence, and good 
results. 
 
Sincerely, 
 
Palisade Capital Management, L.L.C.  
  



 

 
3 

PRIVATE WEALTH MANAGEMENT TEAM 
 

 
JACK FEILER 

VICE CHAIRMAN 

 
MICHAEL FEILER 

MANAGING DIRECTOR,  
PRIVATE WEALTH MANAGEMENT 

 
BERNARD PICCHI, CFA 
MANAGING DIRECTOR, 

PRIVATE WEALTH MANAGEMENT 
 
 

 
WENDY POPOWICH 

MANAGING DIRECTOR, 
PRIVATE WEALTH MANAGEMENT 

 
LORRAINE R. SALVO, CFP®, CDFA® 

MANAGING DIRECTOR, 
PRIVATE WEALTH MANAGEMENT &  

HEAD OF FINANCIAL PLANNING 

 
DENNISON “DAN” T. VERU 

CHIEF INVESTMENT OFFICER 
CO-CHAIRMAN, BOARD OF DIRECTORS 

 

CLIENT RELATIONS TEAM 
 

 
CATHERINE CARPENTER 

ASSISTANT VICE PRESIDENT,  
CLIENT RELATIONS & STRATEGIC INITIATIVES 

 
ROSEANN HEFFERNAN 

ASSISTANT VICE PRESIDENT, 
CLIENT RELATIONS 

 
ARELY QUINTANILLA 

ASSOCIATE, 
CLIENT SERVICES & TECHNOLOGY 

 
  



 

 
4 

IMPORTANT INFORMATION 
 

The information contained herein reflects the view of Palisade Capital Management, L.L.C. and its affiliates (collectively, “Palisade” or the “Firm”) as of the date of publication.  
These views are subject to change without notice at any time subsequent to the date of issue.  All information provided in this letter is for information purposes only and should 
not be deemed as investment advice or a recommendation to purchase or sell any specific security.  While the information presented herein is believed to be reliable, no assurance, 
representation, or warranty is made concerning the accuracy of the data presented.  In addition, there can be no guarantee that any projection, forecast, or opinion in the letter 
will be realized. 
 
This information is confidential and for the use of the intended recipients only.  It may not be reproduced, redistributed, or copied in whole or in part for any purpose without prior 
written consent.  This document is not intended for distribution to, or use by, any party in any jurisdiction where such distribution or use would be contrary to local law or regulation.  
Certain information included in this document has been obtained from third-party sources believed to be reliable.  No assurances can be given that such information is accurate. 
 
Palisade is an SEC registered investment management firm established in 1995.  Based in Fort Lee, NJ, the Firm manages a variety of assets for a diversified client base, including 
institutions, foundations, endowments, pension and profit sharing plans, retirement plans, mutual funds, private limited partnerships, family offices, and high net worth individuals. 
 
Past performance is not a guarantee of future results. 
 
Please note that each client account has different characteristics and other accounts with the same strategy may have materially different results.  The actual characteristics of any 
particular account will vary based on a number of factors including, but not limited to (i) the size of the account; (ii) the timing of investment; (iii) investment restrictions applicable 
to the account, if any; and (iv) market exigencies at the time of investment. 
 
The S&P 500® Index is an unmanaged index that is widely recognized as an indicator of general market performance. The S&P 500® Index does not have a defined investment 
objective, unlike the indices above, nor does it charge fees and expenses. 

The Dow Jones Industrial Average is a price weighted index comprised of 30 of the largest and most widely held public companies in the United States. 

The NASDAQ Composite Index measures all NASDAQ domestic and international based common type stocks listed on The NASDAQ Stock Market. 

The Russell 2000® Index measures the performance of the small-cap segment of the U.S. equity universe. It consists of approximately 2,000 of the smallest securities based on a 
combination of their market cap and current index membership. Source: London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 
2021. FTSE Russell is a trading name of certain of the LSE Group companies. “Russell®” is a trade mark of the relevant LSE Group companies and is used by any other LSE Group 
company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors 
accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data 
from the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor, or endorse the content of this 
communication. 

VIX is the ticker symbol for the Chicago Board Options Exchange (CBOE) Volatility Index, which shows the market's expectation of 30-day volatility. It is constructed using the 
implied volatilities of a wide range of S&P 500® Index options. 

The Barclays Bond Index – ETF “AGG” tracks an index of US investment-grade bonds. The market-weighted index includes Treasuries, agencies, CMBS, ABS and investment-
grade corporates. 

The Baltic Dry Index (BDI), is issued daily by the London-based Baltic Exchange. The BDI is a composite of the Capesize, Panamax, and Supramax Timecharter Averages. It is 
reported around the world as a proxy for dry bulk shipping stocks as well as a general shipping market bellwether. 

West Texas Intermediate (WTI) is a grade of crude oil used as a benchmark in oil pricing and is the underlying commodity of the New York Mercantile Exchange's oil futures 
contracts. 
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