M U LT I - A S S E T ST R AT EGY

COMMENTARY
MANAGER
COMMENTARY
Fourth Quarter 2020

Jason Turner
Head of Multi-Asset
Strategy
Bruce Ebel, CFA®, CPA
Director
Senior Portfolio Manager
Steven Schenker
Client Portfolio Manager

MARKET REVIEW
Global markets surged in the fourth quarter driven by the arrival of COVID-19 vaccines, the passing of
Election Day in the U.S., and anticipation for additional fiscal stimulus. Equity market performance for
much of the year had been dominated by a small group of large technology stocks while most other
areas of the market lagged significantly. In fact, the divergence in performance between the high-flying
cadre of technology companies and the rest of the market reached historical extremes in 2020.
However, the fourth quarter finally saw broader participation from traditional value stocks,
international equities, and smaller capitalization stocks.
For the quarter, U.S. small cap stocks led asset class performance with a 31.4% return. Developed
international stocks bested U.S. large cap stocks 16.1% to 12.2% as international markets are
comprised of a larger weighting of more traditional “value” sectors. Emerging market equities also
performed well with a 19.7% return driven by improving prospects for energy exporters, like Brazil and
Russia, along with strong economic results from China. Emerging market debt also performed well for
similar reasons, leading fixed income asset classes with a 5.8% return in the quarter.
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Great Lakes’ Multi-Asset Strategy programs outperformed a representative basket of similarly
weighted global indexes during the quarter. Manager selection drove 86% of the outperformance in
balanced strategies with international equity, U.S. large cap, and emerging market debt managers of
particular note. The strategies’ allocations between different asset classes also aided returns in the
quarter in aggregate with positive contributions from most weightings and one notable detractor.
•

Our underweight position to investment grade bonds, both U.S. and international, contributed to
outperformance as all other asset classes showed strong positive gains in the quarter. An
overweight position in emerging market equity was also a net contributor, while the overweight in
international equity was the largest contributor to outperformance from asset allocation.

•

The sole notable detractor was an underweight position in U.S. small cap stocks, which were the
best performing asset class for the quarter. The allocation still provided significant positive
contribution to return from an absolute basis but was a relative detractor.

Manager selection added 73 to 99 basis points in the quarter for balanced and growth oriented
strategies while income oriented strategies saw their returns driven primarily by asset allocation.
MARKET OUTLOOK
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We noted in last quarter’s commentary that the equal weighted S&P 500 Index was positioned to
outperform the headline, market-cap weighted Index. That quickly became reality in the fourth quarter
as the equal weighted index outperformed its market-cap weighted sibling by more than 6.3% (18.47%
to 12.15%) in the quarter. However, this still does not close the chasm between the two for the full
year with the equal weighted index still trailing by 5.6%.
Conditions appear supportive of the recent trend of outperformance by traditional value stocks,
international equities, and smaller capitalization stocks to continue into 2021. Both the continued
global rollout of the vaccines for COVID-19 and prospects for further fiscal support – in the form of the
incoming administration’s American Rescue Plan – are broadly supportive of areas of the market that
trailed in 2020. Barring a significant negative development in the fight against COVID-19 or unforeseen
economic difficultly, markets are likely to continue their steady, if sometimes volatile, recovery path
moving forward.
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The much predicted “blue wave”, previously noted as a possible market disruptor, manifested as a
“blue ripple” with Democrats capturing the White House and Senate but seeing their advantage in the
House actually decline and the Senate results needing two run-off elections in Georgia to secure a 5050 tie to be broken by the incoming Vice President. This result likely gives the Democrats some room

for additional stimulus and other “easier” legislative changes but does not provide the broad mandate, implied by the “blue wave”, to make
sweeping changes. This more careful legislative path is likely to be less disruptive to markets’ current trajectories.
We closed the year positioned for short-term volatility as economic data in the first quarter is likely to be somewhat negative driven by a surge
in COVID-19 infections and associated restrictions. However, we believe markets will continue to look past much of the potential short-term
stresses and remain focused on longer-term prospects for a lasting recovery. While portfolios are currently well positioned to mitigate shortterm volatility and capture broader recovery trends, we are approaching a rebalancing point to better align portfolio weights that have drifted
with market performance particularly given the prospects for a continued broad-based recovery in 2021.

Great Lakes Advisors, LLC (“Great Lakes” or “GLA”) is an investment advisor registered with the Securities and Exchange Commission under the Investment Advisors Act of 1940.
Established in 1981, Great Lakes is a subsidiary of Wintrust Financial Corporation and a part of the Wintrust Wealth Management family of companies. On October 1, 2013,
majority owned subsidiary Advanced Investment Partners, LLC (“AIP”) became fully-owned and integrated into Great Lakes. Great Lakes is a distinct business unit with distinct
investment processes and procedures relating to the management and/or trading of investment portfolios for its clients.
Great Lakes Advisors, LLC claims compliance with the Global Investment Performance Standards (GIPS®). GIPS® is a registered trademark of CFA Institute. CFA Institute does not
endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. Policies for valuing investments, calculating performance,
and preparing GIPS Reports are available upon request. A list of composite descriptions is available upon request.
Performance data quoted herein represents past performance. Past performance does not guarantee or indicate future results. Returns and net asset value will fluctuate.
Manager commentary represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of future events, or a guarantee of
future results. This information should not be relied upon by the reader as research or investment advice. To determine if this strategy is appropriate for you, carefully consider
the investment objectives, risk factors, and expenses before investing. The holdings, industry sectors, and asset allocation are presented to illustrate examples of the securities
bought and the diversity of areas in which we may invest, and may not be representative of current or future investments. Portfolio holdings subject to change and should not
be considered investment advice. The specific securities identified and described do not represent all of the securities purchased, sold or recommended for advisory clients and
it should not be assumed that investments in the securities identified and discussed were or will be profitable. To obtain a list of all securities recommended during the past
year, contact Great Lakes Advisors (GLA) at 312.553.3700. Actual clients’ portfolios may or may not hold the same securities depending on the guidelines, restrictions and other
factors of the specific portfolios.
Frank Russell Company (“FRC”) is the source and owner of the Russell Index data contained or reflected in this material and all trademarks and copyrights related thereto. The
presentation may contain confidential information and unauthorized use, disclosure, copying, dissemination, or redistribution is strictly prohibited. This is a GLA presentation of
the Russell Index data. Frank Russell Company is not responsible for the formatting or configuration of this material or for any inaccuracy in GLA’s presentation thereof.
Standard and Poor’s, a division of the McGraw-Hill Companies, Inc., is the owner of the trademarks and copyrights relating to the S&P Index. The product is not sponsored,
endorsed, sold or promoted by Standard and Poor’s. Standard and Poor’s makes no representation regarding the advisability of investing in the Product.
The index performance figures are calculated in U.S. dollars and reported on a gross basis. The index returns reflect all items of income, gain and loss and the reinvestment of
dividends and other income. Fees, including but not limited to the advisory fee, transaction and custody charges, would reduce the return. Investors cannot invest directly in an
index. These indexes are not managed or sold by Great Lakes Advisors. Past performance is not indicative of future results. 21-6-0020
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