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Greener Pastures Come Into Focus
• A Shot in the Arm

• Vaccination trends will be crucial for continued economic reopening 
and the ongoing earnings recovery

• Bullish Corporate Profits
• The outlook for corporate profitability continues to improve, gathering 

momentum for a strong recovery in 2021

• Fiscal Path Unfolds
• Aggressive fiscal stimulus could prime the U.S. for stronger growth once 

the pandemic can be put in the past
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A Shot in the Arm

• Turning the Corner? The U.S. began the year with unprecedented COVID-19 infection
rates, with multiple all-time-highs in new reported case counts being reached daily.
Now, the 7-day averages of new case counts (117k), deaths (~3k) and hospitalizations
(81k) are meaningfully lower. The ongoing vaccine rollout should lead to continued
improvement and, in turn, alleviate some pressure from healthcare facilities.

• Reaching A Herd Immunity Threshold. The crucial pre-requisite to the last legs of
economic recovery is reaching herd immunity. Scientific theory suggests that ~70%* of
people must have COVID-fighting antibodies in order to achieve herd immunity. Based
on Glenmede’s projections, the U.S. appears likely to reach estimates of herd immunity
by late summer. This projection is based on an extrapolation of recent vaccination
rates, as well as projections for the number of individuals with infection-derived
immunity. Following vaccination trends in real time will be crucial for determining the
short-term outlook for economic reopening and the ongoing earnings recovery.

• Digging Deeper in the Race for Herd Immunity. It may be just as important to track
vaccine trends at the state level. In theory, if some states reach the herd immunity
threshold before others, they may be able to begin the economic normalization
process a bit sooner than others. To that end, there are a few states to watch closely:
CA, TX, NY, FL, IL, PA, OH, NJ, GA and MA alone contribute a whopping 56% to national
GDP. As a result, vaccination and reopening trends in those states should prove to be
most economically sensitive.

Chart of the Week:

2

Investment Strategy InsightsInvestment Strategy Insights

Vaccination trends will be crucial for continued economic 
reopening and the ongoing earnings recovery

Vaccine-Driven Herd Immunity Appears Possible by Summer

*Kwok, K. O. et al. J. Infect. 80, e32–e33 (2020)



Bullish Corporate Profits

• Q4 Earnings Season. More than halfway through earnings season, Q4 profit growth
continues to improve. With ~59% of companies reporting so far, the blended year-over-
year earnings growth estimate for the S&P 500, which combines actual results with
consensus estimates for firms that have yet to report, currently sits at a positive 1.7%. For
reference, the last time large-cap stocks posted positive year-over-year earnings
growth was Q4 of 2019.

• Earnings Materially Better than Expected. Heading into Q4 earnings season, consensus
estimates were projecting a -9.3% earnings growth rate relative to Q4 2019. However,
more than 80% of companies that have reported results so far have beaten
expectations, representing the third straight quarter of 80%+ positive surprise rates. This
has been led by a number of sectors that have been viewed as pandemic
beneficiaries. For example, more than 90% of companies in the technology and
communications services sector so far have beaten consensus expectations.

• Turning More Optimistic on Forward Earnings. Earnings estimates for both 2021 and 2022
have each continued their momentum into the new year. After posting ~$140 in
earnings per share for 2020, the S&P 500’s cumulative profits are expected to rise to
$173 and $200 for 2021 and 2022, respectively. Small-caps are expected to be a larger
beneficiary – after a big drop in EPS to $63 for 2020, consensus for Russell 2000 is
projected to rebound to $171 and $219 for the next two years.
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Fiscal Path Unfolds

• Dems Look to Fast-Track Stimulus via Reconciliation. Although President Biden originally
wished to pass his $1.9T stimulus plan with bipartisan support, that route appears unlikely
now due to lack of Republican support. Democrats instead appear to be inclined to go
the budget reconciliation route, which requires a simple 51 vote majority in order to
approve. The reconciliation process has strict guidelines, which limit provisions to those
that have a direct impact on revenues and outlays. This means proposals such as
minimum wage increases and other more ambitious plans are likely to be left out
bringing the total estimated spend closer to $1T.

• Stimulus & Propensity to Consume. An analysis by the Penn Wharton Budget Model
projects that 73% of the stimulus from Biden’s $1.9T plan would likely go to household
savings, producing a smaller stimulative effect over the short-term. This is due, in part, to
U.S. consumers’ tendencies so far to hold stimulus checks/enhanced unemployment
benefits in reserve due to economic uncertainty. As a result, rather than smoothing the
economic path until things get back to normal, the next fiscal package may be priming
the U.S. economy for stronger growth once the pandemic can be overcome.

• The Twin Pillars of Forceful Stimulus. If passed as written, Biden’s fiscal stimulus plan would
be the third of its kind with a price tag of approximately $1 trillion or more over the last
year, a truly unprecedented flow of funds into a peacetime economy. Coupled with the
Fed's aggressive stimulus, it helps explain prevailing investor optimism and the historically
rich valuations observed in equity markets.

Aggressive fiscal stimulus could prime the U.S. for stronger 
growth once the pandemic can be put in the past

The outlook for corporate profitability continues to improve, 
gathering momentum for a strong recovery in 2021
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