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completeness or accuracy. Opinions expressed are subject to change without notice. This report should not be construed as a 
recommendation to purchase, hold or sell assets with a particular sector. Trust services for Synovus are provided by Synovus Trust 
Company, N.A., Investment products and services are not FDIC insured, are not guaranteed by Synovus Bank,  and involve investment 
risk, including possible loss of principal amount invested.  
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Daniel Morgan



Can the economy continue to recover 
despite rising Covid-19 cases 
worldwide? 
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Source:  Strategas “Policy Outlook:  Democrats Poised to Take Over The Senate” – Jan. 6th, 2021



3/3/2021Synovus 6



3/3/2021Synovus 7



3/3/2021Synovus 8



3/3/2021Synovus 9



Commodity Prices Rising 
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Source:  Bloomberg CRB Commodity Index



Do you expect the Central Bank to 
continue to be accommodative and 
what is the future expectations for 
interest rates?
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Is there a major disconnect between 
“Wall Street’s” recent market 
rebound and the actual health of 
“Main Street”?



The great divide between Wall Street and Main Street
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Source:  S&P 500 Earnings Growth Chart Economic Outlook 1Q2018

S&P 500 Index Profit Growth
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How will policies of a Biden 
Presidency and a Democrat 
controlled Senate and House impact 
the stock market and the economy?  
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Economic Growth by President
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Investment Impact from Democrat Senate
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 Tax Hike Likely!  Expecting a tax hike on companies, individual’s  income, capital gain and dividend rates. Higher taxes 
will reduce S&P corporate profits and CAPEX lowering economic growth. Small Biz tax increases may  result in greater 
bankruptcies. 

 Biden corporate tax plan could reduce S&P 500 earnings by 7%! Growth-oriented sectors would be hit the 
hardest: Technology (-9.2%); Health Care (-8.4%); Communication Services (-8.2%); Consumer Discretionary (-7.5%); 
and Financials (-6.5%), according to recent estimate from Bank of America Securities. 

 Reconciliation process can only be used once a year!  Democrats will need to pick their battles – climate, 
immigration reform, infrastructure, tax hikes, health care reform, or state government aid!

 A Big Stimulus will not be easy to pass!  Expecting a stimulus bill that would be south of the $900 billion bill passed 
December. Proposed stimulus payment of $2,000 per individual would be  a priority. More stimulus could put 
pressure on bond yields. 

 Winners/Losers:  

 Renewable Energy/Infrastructure - Looking for a “whole government” approach that implies climate regulation 
across the American landscape. 

 Pharmaceuticals - May see a cut in pharmaceutical reimbursements in Medicare D, drug pricing regulations 
and a boost to ACA. 

 Big Tech - Higher tax rates, more regulation and more strict oversite on antitrust issues.   

 “America First” is Over!  US stocks gained 40% since Trump’s Tariffs were enacted in 2018, while foreign stocks only 
gained 8%. The S&P 500 Index rose 82.36% since the Trump win in November, 2016!
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Source:  Cornerstone Research
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Source:  Strategas “Policy Outlook:  Democrats Poised to Take Over The Senate” – Jan. 6th, 2021
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Source:  Haver/FMR
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Source:  Cornerstone Research



What  is the outlook for the economy 
and what is the likelihood of slipping 
back into a recession?  



Tailwinds vs Headwinds
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 Tailwinds

 Fiscal Stimulus Pending 

 COVID-19 Vaccine

 Don’t Fight the Fed 

 Housing Market Strength

 Low Energy Prices

 Headwinds

 Tax Hikes Imminent

 Covid-19 Cases Rise /Vaccine Roll-out Delay

 Unemployment Stays Elevated Negatively Impacting Consumer Spending

 Rising Evictions & Foreclosures

 Small Biz Bankruptcies Filings Rise

 P/E valuations stay elevated



Economic & Market Takeaways
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Economy Rebounding 

 4Q real GDP increased 4.0%  QoQ, a touch softer than 
consensus’ 4.2%. Investment was robust, helping offset 
virus-dampened consumer spending +2.5% 
QoQ. Residential  Investment surged 33.5%, with capex up 
13.8%, led by equipment +24.9%.

 U.S Jobless market appears to be worsening. In December, 
for the first time in eight months, hiring fell with non-farm 
payrolls dropping  a revised -227,000 to be followed by a 
January slight increase of +49,000.  Moving the jobless rate 
to 6.7%.  

Stock Market appears priced to perfection

 Market is feeding off more stimulus checks… while ignoring 
the weakening payroll picture and higher taxes! 

 Profit expectations are soaring through the roof! Consensus 
S&P 500 EPS estimates now stand at -15.2% ($138) for 
FY2020, +21.8% ($168) in FY2021 and +16.1% ($195) for 
FY2022.

 Based on a market multiple of 20x the consensus earning 
forecast for FY2022  the implied market value for the S&P 
500 Index is 3,900. At best, creating a projected market 
return in the low single digit range.  

Federal Reserve guns still blazing
 Fed lowered the FFUND’s rate to ZERO...leaving less 

Conventional Options on the Table! 

 Fed is providing support and liquidity in the Repo, MM, 
Comm Paper, Municipal and Corporate Bond markets. 
Containing credit spreads from widening.  

 Members of the Fed maybe embracing a Yield Curve Control 
Strategy on ST end of the curve (2-3 Yrs), but not explicitly 
preventing the 2s-10s curve from steepening!

Could Deficit Spending cause future inflation

 The US Treasury will be under pressure to finance stimulus 
posting record $3.13 Trillion deficits!

 The link between rising US Treasury  Supply to Fund Deficits 
and Rising Rates is Broken as Foreign Demand for UST’s 
Remains Strong as International Rates Stay Low.  

 As long as Nominal GDP (Real GDP Est. of 1.5%-2.0% and future 
Inflation of 1.5%) stays at a projected 3.5% and if debt service 
payments are 2.5% of GDP the government has room to 
continue to borrow. 

Source:  Commerce Board, Dept of Commerce, Bloomberg, U.S. Bureau of Economic Analysis



U.S. Macroeconomic Outlook 
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Source:  Bloomberg and Moody’s Analytics

21Q1 21Q2 21Q3 21Q4 2021 2022

Gross Domestic Product bcw$ 18,902 18,994 19,071 19,164 19,033 19,061

Change %AR 2.2 2.0 1.6 2.0 3.3 1.5

Consumer Spending %YoY 1.6 3.3 4.2 3.3 3.9 2.8

Unemployment Rate % 7.0 7.1 7.1 7.0 6.8 6.3

Consumer Price Index %AR 1.1 1.2 1.7 1.9 2.1 2.2

Federal Funds Rate % 0.10 0.10 0.10 0.10 0.10 0.25

Treasury Yield 10-Yr Bond % 1.05 1.15 1.20 1.25 1.16 1.25

Corporate Profits %YA 18.4 30.9 2.9 0.2 11.8 3.3

Private Fixed Investment %QoQ 3.5 3.5 3.9 4.0 3.9 3.5
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 GDP and Consumer Spending Growth Below Consensus

 Federal fiscal stimulus measures buys time supporting the economy but does not fix the structural 
negative effects of a COVID-19. Federal assistance and forbearance can not make up for a lost job. 

 Spending by households, particularly on air travel, hospitality and retail, is indefinitely more restrained 
than expected.

 A Return to Obama Era Economic Growth! Despite starting from the low point created by the “Housing 
Bubble” the Obama administration’s average annual rate of GDP growth was just 1.5% lowest since WWI.

 Employment Recovery Stalls

 Non-farm payroll growth continues to flat-line and 10 Million workers still remain unemployed. 

 Strength in Housing/Construction, Technology and Healthcare struggles to offset weakness in Retail, 
Manufacturing, Finance/banking! 

 Fed Keeps Interest Rates Low    

 The Fed keeps the federal funds rate near 0% through mid-2023. Fed has signaled that rates will stay low 
for at least the next 2 ½  years. 

 The Fed manages the long-term Treasury curve keeping the 10YR/30YR rates between 1% to 2%. 

 Expected earnings recovery does not fully materialize! S&P 500 Index P/E valuation stays elevated at 
30x trailing EPS and 22x FY2021 EPS estimates.

Slower-Trend Growth Assumptions



Disclosure
Information contained herein was obtained from sources believed to be reliable; however we cannot guarantee its accuracy or completeness.  The information, 
analysis and opinions expressed herein are for general and educational purposes only, and do not constitute investment, legal or professional advice.  Statements 
of future expectations, estimates, projections, and other forward-looking statements are based upon available information.  Actual results, performance, or 
events may differ materially from those expressed or implied in such statements.

In addition to the normal risks associated with investing, narrowly focused investments, investments in smaller companies and international investments may 
involve risk of capital loss from unfavorable fluctuation in currency values, from differences in generally accepted accounting principles or from economic or 
political instability in other nations. Emerging markets involve heighten risks related to the same factors, in addition to those associated with their relatively small 
size and lesser liquidity.

Indices are not managed and are provided for illustrative purposes only.   Clients cannot invest directly in indices.  Index performance returns do not reflect any 
management fees, transaction costs, or expenses. Past performance does not guarantee future results.

Trust services for Synovus are provided through Synovus Trust Company, N.A. Investment products and services are not FDIC insured, are not deposits of or 
other obligations of Synovus Bank, are not guaranteed by Synovus Bank, and involve investment risk, including possible loss of principal invested. Past 
performance is not a guarantee of future results. This is not a solicitation to buy or sell any securities or mutual fund nor should it be construed as investment 
advice.

Standard & Poor’s Index (S&P 500) – A market capitalization weighted equity index maintained by Standard and Poors that seeks to be a benchmark of the large 
Cap U.S. stock market. The index covers 400 industrial, 40 utility, 20 transportation, and 40 financial companies of the US markets (mostly NYSE issues). These 500 
companies are spread across 10 economic sectors: Technology, Financials, Health Care, Energy, Consumer Discretionary, Consumer Staples, Industrials, Materials, 
Utilities, and Telecommunications.  

Russell 3000 Index – A market capitalization weighted equity index maintained by the Russell Investment Group that seeks to be a benchmark of the entire U.S. 
stock market. More specifically, this index encompasses the 3,000 largest U.S.-traded stocks, in which the underlying companies are all incorporated in the U.S. 
The index is further divided by market capitalization and investment style. Russell 1000 Value, Russell 1000 Growth, Russell Mid Cap Value, Russell Mid Cap 
Growth,  Russell 2000 Value, and Russell 2000 Growth. 

MSCI EAFE Index – An index created by Morgan Stanley Capital International (MSCI) that serves as a benchmark of the performance in major international equity 
markets as represented by 21 major MSCI indexes from Europe, Australia and Southeast Asia. The index is further divided into 4 major regions: the U.K., Europe 
ex-U.K., Japan, Pacific ex-Japan.  

MSCI Emerging Markets Index – An index created by Morgan Stanley Capital International (MSCI) that is designed to measure equity market performance in 
global emerging markets. The Emerging Markets Index is a float-adjusted market capitalization index that consists of indices in 21 emerging economies: Brazil, 
Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, 
Taiwan, Thailand, and Turkey. 

Barclays Capital Aggregate Bond Index – An index maintained by Barclay’s Capital that includes all publicly issued, non-convertible domestic debt of the US 
Government and all its agencies, all investment-grade corporate debt and all mortgage-backed securities. The minimum maturity is one year, but there is no 
maximum maturity. The bonds must have at least $250 million par amount outstanding. 
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