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“The Great
Re-Opening”
“The American, by nature, is optimistic. He is
experimental, an inventor, and a builder who builds
best when called upon to build greatly.”
- John F. Kennedy
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Perhaps the most interesting story of the quarter was
the very weak performance of bonds, with the
Barclays Aggregate Bond Index down 3.52%, a sharp
decline considering the paltry yields currently offered
by most bonds. In fact, 10-Year Treasury Bonds,
arguably the safest investments in the world, were
down -8.47% for the quarter! This reinforces our
consistent position that high-quality stocks are the
best long-term investment for a total return and, in
fact, safety of principal relative to inflation.
It is our view that, over the next 12-18 months, and
probably longer, equities will be the place to be
during this “Great Re-Opening,” which is clearly
underway.
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forecasting the best U.S. growth in 50 years, with
some predicting 10%+ growth in GDP. The Federal

Reserve is a bit more conservative, forecasting 6.5%
GDP growth for all of 2021. I expect the final
number to come in on the high end of these ranges
with a substantial infrastructure and more stimulus
providing extra muscle.

On the vaccination front, progress is moving better
than expected. By the time you read this, more than
25% of the U.S. population will be fully vaccinated
and at least 50% of the population will have received
at least one shot (if a multi-dose vaccine). I am proud
to say that nearly everyone in our office has received
at least one COVID shot.

There remain several concerns that could derail our
bullish outlook. First, after the very strong returns
over the last few years, stocks are not cheap and, in
fact, on the expensive side. Furthermore, the
parabolic moves in speculative stocks and
cryptocurrency investments signals there are
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Over the long term, earnings power drives
stock prices. Corporate earnings declined 14% in
2020, which while a steep drop, actually was far better
than almost anyone could have expected. In 2021,
corporate earnings are expected to grow more than
25%, and the momentum is expected to continue in
2022 with 15% growth.2 Indeed, if this earnings
momentum holds, many analysts, including renowned
Howard Marks, believe the U.S. could be entering an
economic growth cycle that could last for years.

the U.S. economy and will impair
economic growth in the years to come.
The potential for a currency crisis that would be
combined with high inflation is a long-term concern.
The U.S. National Debt stands at over $28 trillion
and our deficit spending remains at record levels.
Unfortunately, there is little to nothing that you and
I can do to reduce this growing problem.
Fortunately, we have positioned your portfolio in
outstanding, global businesses, that can, in fact,
benefit from a weaker U.S. dollar. Time will tell.
Bottom line, while COVID related and economic
risks linger, our base case is that the stock market has
potent tailwinds at its back heading into the second
quarter of the remaining year. We believe low

interest rates, pent up consumer demand,
widespread vaccinations, and surging corporate
earnings will push stock prices moderately
higher from current levels.

Now, let’s get to a couple of your questions.

Q: There is a lot of talk of raising tax rates,
including the corporate tax rate. Are you
concerned about this, and could this negatively
impact the recovery in corporate earnings?
A: Part of President Biden’s $2 trillion stimulus plan
includes an increase in the corporate tax rate from
21% to 28%. You might recall that back in 2017, the
corporate tax rate was slashed from 35% to 21%. So,
I do not view this as that dramatic of an increase on a
relative basis, and I believe most quality businesses –
like the ones you own – will be able to absorb this
increase if it gets passed.
Keep in mind that political margins
within the House and Senate are razor
thin, so I believe that significant, longterm changes to the tax code are unlikely
and will not have a major impact on the
economy or corporate earnings.

Q: Speaking of the infrastructure plan,
when you hear of such a big bill in the
pipeline, do you consider stocks that
will benefit from the legislation?

investors can buy, sell, and trade cryptocurrencies like
Bitcoin and Ethereum. Coinbase offers secure storage
of digital assets, is protected by insurance, and is widely
regarded as the gold standard for accessing
cryptocurrency investments.
The company recently went public with a valuation of
$100 billion which is pretty hard to justify. As a
comparison, Coinbase is worth more than any other
stock exchange in the United States, including the New
York Stock Exchange! So, I view Coinbase, as well as
all cryptocurrencies such as bitcoin, as very speculative
investments and do not have interest at this time.
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A: As I have mentioned to you before, a large part of
our success at J.W. Burns & Company is attributed to
our consistent, disciplined investment philosophy.
We resist the urge to get caught up in the trends or
fads of the day, avoid market timing, and maintain a
long-term investment view for most of our clients.
While we are monitoring the infrastructure bill and its
economic implications, I believe most of the positive
potential is probably already baked into current
prices, and the ability to extract any alpha will likely
be short term. As such, we are not targeting any
specific infrastructure investments at this time.

Q: What is your view on Coinbase and related
cryptocurrency investments?

A: For those who may not be familiar, Coinbase is an
American company that operates an exchange where

We very much appreciate your continued
confidence.

Enjoy the Great Re-Opening – we all deserve it!
Best Wishes,

James C. Burns, CFA
President & Chief Investment Officer

P.S. - Recently, my sister, Shelia, came across this
picture of my father that had been stored away and
suggested it be hung up in our office. Great idea,
Shelia. It is prominently displayed as you walk into J.W.
Burns & Company and looks great.
J.W. Burns & Company currently manages $750
million in client assets, with only experienced and
seasoned professionals on the job. We have no

dedicated sales or marketing efforts. Our only
commitment is the financial well being of you, our
clients.
I think John W. Burns himself would be proud.
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Important Disclosure Information
Please remember that past performance may not be indicative of future results.
Different types of investments involve varying degrees of risk, and there can be
no assurance that the future performance of any specific investment,
investment strategy, or product (including the investments and/or investment
strategies recommended or undertaken by J.W. Burns & Company, Inc.), or
any non-investment related content, made reference to directly or indirectly in
this newsletter will be profitable, equal any corresponding indicated historical
performance level(s), be suitable for your portfolio or individual situation, or
prove successful. Due to various factors, including changing market conditions
and/or applicable laws, the content may no longer be reflective of current
opinions or positions. Moreover, you should not assume that any discussion
or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment advice from J.W. Burns & Company,
Inc.. Please remember to contact J.W. Burns & Company, Inc., in writing, if
there are any changes in your personal/financial situation or investment
objectives for the purpose of reviewing/evaluating/revising our previous
recommendations and/or services. J.W. Burns & Company, Inc. is neither a
law firm nor a certified public accounting firm and no portion of the newsletter
content should be construed as legal or accounting advice. A copy of the J.W.
Burns & Company, Inc.’s current written disclosure statement discussing our
advisory services and fees continues to remain available upon request.
1 Steve Chiavarone, Federated Hermes, CNBC, April 2021.
2 Factset Research, S&P Earnings Expectations, March 2021.

