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Peeking Around the Corner on Monetary Policy
• The Fed’s 3-Phase Plan

• Expect the Fed to follow a 3-phase plan of forward guidance, gradually 
tapering bond purchases and rate hikes

• Growth-Value Tug-of-War
• The economic and policy backdrop provides a tailwind to value stocks 

and a headwind for growth stocks

• Another Round Signed into Law
• The onset of further stimulus will likely prime the economy for spending 

during a vaccine-driven recovery 

1



The Fed’s 3-Phase Plan

• FOMC Meeting Preview. On Wednesday, the FOMC meeting will likely continue to
signal a dovish stance. The federal funds rate should remain unchanged; however, the
market’s focus will be on the language embedded within the FOMC statement, the
Summary of Economic Projections that accompanies the release and the press
conference afterward, each in search of indications about future monetary policy
shifts. It is likely that the key takeaways will include a recognition of higher inflation rates
than before and may also begin to hint at future changes in monetary policy.

• The Fed’s Three-Phase Plan. The Federal Reserve will likely follow a pattern of 1) in 2021,
emphasizing forward guidance on monetary policy – i.e., telling the market what it is
going to do before it does it, 2) in 2022, gradually implementing a taper of its bond
purchases and 3) in 2023 finally increasing the federal funds rate gradually on its way
back to more normal levels.

• Communicating Disruption. In 2021, the Fed’s messaging will be critical; the Federal
Reserve needs to convey its intention to eventually take its foot off the accelerator.
However, the Fed needs to, at the same time, convey that it has no intention of
suddenly slamming down its foot on the brakes. Thus the need to develop and
accustom market participants to the path of gradual tapering of bond purchases and
then gradual increases in interest rates. Such actions and communications preceding
them will still have an impact on forward returns for all assets but should be less
disruptive in nature overall.

Chart of the Week:
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Expect the Fed to follow a 3-phase plan of forward guidance, 
gradually tapering bond purchases and rate hikes

Supportive Monetary Policy Continues, But Fed To Transition Slowly 



Another Round Signed into Law

• Massive Stimulus Becomes Law. Biden signed the $1.9T American Rescue Plan into law
last Thursday. Nearly a quarter of the bill will fund individual $1,400 stimulus checks.
Other significant components include $300 weekly bonus unemployment payments
and aid for state/local governments. The remaining funds will be allocated toward
schools, vaccination efforts, paid leave and various tax credits. Ultimately, the bill
amounts to a colossal ~9% of U.S. GDP.

• Priming the Economy For Growth. The arrival of $1.9T in stimulus brings the total fiscal
support to combat COVID-19 to just over $5T in aid, a whopping ~25% of U.S. GDP.
Incoming transfer payments may help some individuals stay afloat during the gradual
reopening. However, the elevated personal savings rate, now just over 20%, suggests
that a large portion of stimulus will likely end up in consumers’ savings accounts.
Considering the already massive quantity of aggregate savings, further stimulus should
prime the economy for significant growth once herd immunity is reached.

• Higher Consumption on the Horizon. U.S. household spending has been a significant
driver of economic activity, having already overtaken its pre-pandemic highs. That
said, certain cohorts in the economy have yet to recover fully, especially within high-
contact industries. Still, after previous fiscal spending bills, a broader acceleration of
consumption trends across both low and high-contact portions of the economy
ensued, which will likely be the case this time.
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Growth-Value Tug-of-War

• Growth or Value? The rotation into value stocks has been a prevailing theme in 2021.
Year-to-date, the S&P 500 Value Index has returned 10.3%, while the corresponding
growth index posted a 0.3% gain. As a result, valuation spreads have tightened, though
growth, due to significant long-term performance, still exhibits lofty multiples. The onset of
further stimulus and impending herd immunity underline a return to normal, where many
investors expect cyclicals/value stocks to outperform.

• Fiscal Backdrop Supports Value. The impact of unprecedented stimulus has resulted in
robust performance for the pandemic laggards, which tend to benefit more from
government aid. Since the presidential election, the energy (82%) and financials (36%)
sectors have rallied significantly, illustrating a larger cyclical outperformance. The move
higher in interest rates, on the back of a vaccine-induced recovery, may become a
headwind for the high P/E growth stocks, making value appear more attractive.

• An Antitrust Administration? President Biden has been hinting at a more aggressive
approach to antitrust policy. It’s expected that the President will appoint Lisa Khan, a
leading antitrust advocate, to the Federal Trade Commission. She would join Tim Wu,
recently delegated to the National Economic Council, known for his strong stance
against big tech. These moves insinuate the new administration’s earnest attitude
toward the corporate behemoths, claimed to have engaged in monopolistic practices.
FAAMG* stocks make up a large share of the market, making them a likely target.

The economic and policy backdrop provides a tailwind to 
value stocks and a headwind for growth stocks

The onset of further stimulus will likely prime the economy for 
spending during a vaccine-driven recovery 

*FAAMG (Facebook, Amazon, Apple, Microsoft and Google) 



JASON D. PRIDE, CFA
Chief Investment Officer - Private Wealth
Responsible for formulating investment policy and strategy
Serves as a leading member of the Investment Policy Committee
B.S. from Massachusetts Institute of Technology

GLENMEDE CORPORATE FACTS
More than $40 billion in assets under management as of 12/31/2020
Founded in 1956
Serves high net worth individuals, families, family offices, foundations and 
institutional clients

This presentation is intended to be a review of matters of
possible interest to Glenmede Trust Company’s clients and
friends and is not intended as personalized investment
advice. Advice is provided in light of a client’s applicable
circumstances and may differ substantially from this
presentation. Opinions or projections herein are based on
information available at the time of publication and may
change thereafter. Information obtained from third-party
sources is assumed to be reliable, but accuracy is not
guaranteed. Outcomes (including performance) may differ
materially from expectations and projections noted herein
due to various risks and uncertainties. Any reference to risk
management or risk control does not imply that risk can be
eliminated. All investments have risk. Clients are encouraged
to discuss the applicability of any matter discussed herein with
their Glenmede representative.

4

Investment Strategy InsightsInvestment Strategy Insights

MICHAEL T. REYNOLDS, CFA
Investment Strategy Officer
Responsible for supporting the development of investment strategies, policy and 
portfolio construction methodologies
Is an active member of the CFA® Society of Philadelphia
B.S. from the Wharton School of the University of Pennsylvania 

ILONA V. VOVK, CFP®

Investment Strategy Officer
Responsible for supporting the development of investment strategies, policies and 
portfolio construction methodologies applied to Private Wealth client portfolios
B.A. and B.S. from Drexel University


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4

