AVESTAR CAPITAL FINANCIAL ADVISORY

MONTHLY MARKET UPDATE
APRIL 2021

Index Returns
S&P 500 TOTAL RETURN INDEX
MSCI INTERNATIONAL DEVELOPED EAFE INDEX
MSCI EMERGING MARKETS INDEX
MSCI ALL COUNTRIES ACWI INDEX
MSCI US REIT INDEX
BLOOMBERG COMMODITY INDEX
BLOOMBERG BARCLAYS US TREASURY INDEX
BLOOMBERG BARCLAYS MUNICIPAL BOND INDEX
BLOOMBERG BARCLAYS AGGREGATE BOND INDEX
HFR GLOBAL HEDGE FUND INDEX

Month To Date Year To Date
5.24%
11.32%
2.73%
2.83%
2.37%
4.36%
4.24%
8.60%
7.91%
16.42%
8.29%
15.77%
0.75%
-3.53%
0.84%
0.48%
0.79%
-2.61%
1.63%
2.94%

SUMMARY
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•
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•

Equity markets con�nue to grind higher even with valua�ons near historic highs.
Inﬂa�on is star�ng to emerge in the data and company earnings calls, but bond yields decreased
last month meaning investors are not asking to be paid more for this risk.
Most companies have reported beter than expected earnings for Q1 ’21. Earnings have steadily
beat analyst projec�ons, but stock price movements post-earnings have been muted.
Vaccina�ons are working their way through the US and COVID-19 cases are dropping. There are
expecta�ons of a signiﬁcant drop in cases in the coming weeks suppor�ng the re-opening trade.
India and Brazil’s COVID-19 surges threaten growth and the global supply chains.
US tax reform and the upcoming infrastructure bill are the next events for markets.

COMMENTARY
Equity markets con�nued their rise last month with the S&P 500 index closing above 4,181. The
forward 12-month P/E ra�o as of month end for the index was 22x. To put this ra�o in
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perspec�ve, the 5-year average is 18x and the 10-year average is 16x. But does that imply we are
due for correc�on? Not necessarily. Other peaks in forward P/E valua�ons were never
accompanied with near 0% fed funds rates, nor did they have 6% GDP growth trajectory for the
current year with above average addi�onal growth projec�ons for the following few years. This
is growth the US has not seen in decades, where the country would be lucky to grow near 3%.
This could mean earnings growth could catch up to their high mul�ples in a short �meframe.
Another support to this argument is that analysts are increasing their S&P 500 EPS es�mates for
the next quarter at the highest rate since 2002.
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Source: Bloomberg
Inﬂa�on is star�ng to emerge in the economic data. It is important to be cognizant that during the same
�me last year, at the beginning of the pandemic, we saw deﬂa�onary pressures to prices. This is causing
higher than normal year-over-year comparisons. Coca-Cola and Proctor & Gamble have already said on
their conference calls that they are seeing higher input costs and plan on raising consumer prices if they
do not dissipate soon. Manufacturing data is also showing higher input costs. This has not translated to
consumer prices yet as companies bear the brunt of the increased costs but make up the revenue with
increased volume. The global chip shortage will not help and may take years to resolve. Auto companies
have cut produc�on due to the shortage and we will see this coming up in other areas of the market as
well.
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10-year Breakeven Inﬂa�on Rate (Source: Bloomberg)
The Fed has reiterated its stance that inﬂa�onary pressures will be “transitory.” They will allow the PCE
index (the Fed’s preferred inﬂa�on measure) to run above 2% for a period. To put the reasoning on why,
the Fed has struggled to hit its target inﬂa�on of 2% for decades. If inﬂa�on were to run hot, they could
increase their policy rate very quickly. If they were to withdraw support now and the economy slumps,
they do not have many more tools to quickly enact and would require addi�onal assistance from the
government. Fiscal s�mulus takes �me and congressional support. It makes sense with all the money in
the economy and supply disrup�ons, we would see inﬂa�on, but the global supply chain has been very
resilient in eﬃciently moving goods for decades and should adapt keeping a lid on price increases. The
only problem is inﬂa�on some�mes becomes a self-fulﬁlling prophecy as workers ask for increased
wages and companies increase prices in an�cipa�on of higher prices.
Just over 60% of S&P 500 companies have now reported ﬁrst quarter results, and it is looking like a
fantas�c earnings season. Earnings are on pace to grow 45.8% for Q1, up from an expected 24.5% at the
start of earnings season, and a 15.8% forecast at the start of the quarter, according to FactSet. A record
86% of companies so far have surpassed consensus EPS expecta�ons by nearly 23%, yet stock price
movements have been muted. To put this in context, the average move post-earnings is around +/- 5%,
yet movements have been roughly ﬂat this earnings season. This insinuates the current valua�ons are
priced for perfec�on and already imply robust earnings.
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Total US and global vaccina�on rates are increasing. In the US, this is correla�ng to a precipitous drop in
COVID-19 cases with the expecta�ons of further declines over the coming weeks. The eﬃcacy of the
Pﬁzer & Moderna vaccines are adding to the drop in the US. Despite Chile having a high vaccina�on rate,
it has been dealing with a second wave of infec�ons. This is being atributed to lax restric�ons and using
the vaccine CoronaVac from China that has around a 50% reported eﬃcacy rate.
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Unfortunately, India and Brazil have not been as fortunate as the US and are dealing with severe country
wide outbreaks of COVID-19 overloading their healthcare systems. These outbreaks threaten the global
supply chain as the countries deal with the infec�on spread. For example, India is a major exporter of
pharmaceu�cals which has taken a hit during the outbreak as well as outsourced services.
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Investors are keeping a keen eye on the upcoming tax increases and infrastructure bill. The tax increase
will be applied to top earners, corpora�ons, and capital gains above a threshold. Though much is being
debated, and we are unsure of the ﬁnal details, it is unlikely to be enacted retroac�vely. As people plan
for the tax year, retroac�ve taxes are usually unpalatable for Republican and Democrats. All signs point
to a tax increase in 2022. Biden’s large infrastructure package, which s�ll needs support and
nego�a�ons, has the poten�al to increase GDP over the next few years through government spending
and produc�vity increases. This will also produce growth globally as the US is the largest economy and
sources materials around the globe.
Please feel free to reach out to the Investment Team with any investment inquiries or ques�ons.
Raman Bhalla, CFA
400 Madison Avenue, Suite 11D, New York, NY 10017
E: RBhalla@avestarcapital.com | P: 646-215-9905
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DISCLOSURES
The statements contained herein are based upon the opinions of Avestar Capital LLC (Avestar) and the
data available at the �me of publica�on and are subject to change at any �me without no�ce. This
communica�on does not cons�tute investment advice and is for informa�onal purposes only, is not
intended to meet the objec�ves or suitability requirements of any speciﬁc individual or account and does
not provide a guarantee that the investment objec�ve of any model will be met. An investor should
assess his/her own investment needs based on his/her own ﬁnancial circumstances and investment
objec�ves. Neither the informa�on nor any opinions expressed herein should be construed as a
solicita�on or a recommenda�on by Avestar or its aﬃliates to buy or sell any securi�es or investments
or hire any speciﬁc manager.
Avestar prepared this Update u�lizing informa�on from a variety of sources that it believes to be reliable
that may include, but not be limited to, custodians, mutual fund companies, investment managers,
Morningstar, Bloomberg, other third-party service providers and in some cases as directed by the client
or their representa�ve. Avestar takes reasonable care to ensure the accuracy of such informa�on but
does not warrant that it is complete, accurate or adequate and it should not be relied upon as such.
It is important to remember that there are risks inherent in any investment and that there is no assurance
that any investment, asset class, style or index will provide posi�ve performance over �me.
Diversiﬁca�on and strategic asset alloca�on do not guarantee a proﬁt or protect against a loss in
declining markets. Past performance is not a guarantee of future results. All investments are subject to
risk, including the loss of principal. Por�olio posi�ons referenced are subject to change at any �me, your
por�olio may not reﬂect the informa�on referenced.
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