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The Roaring Twenties
I have written many times about the fact that economies and
markets are collections of individual decision makers and are
therefore subject to all of the biases and emotions that make us
human. We are currently witnessing one of the most interesting
episodes in economic history in that the pandemic stimulated
fascinating consumer and investor behavior resulting in an
incredible boom in financial market speculation, expenditures on
the purchase of homes and related goods, a boom in the prices
of certain collectibles, and the consumption of luxury items. And,
all of this is occurring when unemployment is still quite high for
a portion of the population leading to exacerbation of the trend
toward income inequality that has been in place for a number
of decades. So, this story is both amusing and quite sobering.
Most important, it was completely unforeseeable. One year ago,
no sane person would have predicted the trends I discuss in
succeeding paragraphs. We do indeed live in interesting times!
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The Lockdown and Aftermath
The following charts depict the immediate impact of global lockdowns on the U.S. economy as shown
by April 2020 statistics:

REAL GDP 5 YEARS ENDING APRIL 2020

U.S. UNEMPLOYMENT RATE

GDP declined by more than 10% over the course of two quarters and the unemployment rate increased
from just under 4% to more than 14%, both unprecedented since the Great Depression of the 1930’s
in terms of speed and severity. And, not surprisingly, the U.S. stock market followed suit.
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It is hard to imagine that the outlook could have been bleaker in April of 2020, either in terms of the
human tragedy associated with the pandemic or the prospects for the economy. Thankfully, both the
Federal Reserve and U.S. Government stepped in cutting interest rates to zero, supplying liquidity to
the financial markets, and passing a series of stimulus packages that provided much need funds to
ailing individuals and entities. Here is what happened next:
UNEMPLOYMENT RATE

REAL GDP (2015-1/2021)
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Note that both the unemployment rate and real GDP are closing in on the trends that were in place
prior to the onset of the pandemic. Consistent with the strong economic recovery, the U.S. stock
market has soared to new highs.
S&P 500
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The next two charts are particularly powerful and surprising.
PERSONAL INCOME

HOUSEHOLD NET WORTH
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Despite the high level of unemployment, personal income soared during the early stages of the pandemic
as a result of the issuance of the first stimulus checks. It then tapered off until the second round, and
has surged again as the most recent bill is being fully implemented. Combining the surge in income
with the appreciation of both homes and the stock market, the second chart depicts Household Net
Worth that increased 10% during the past four quarters, with only a temporary and modest dip during
the lockdown.
So, in one of the most difficult periods in U.S. history, income and net worth soared, although we should
not minimize the unfortunate fact that there remains a segment of the population that is struggling.
And, another unknown is how we ultimately deal with the mountain of debt that has been required to
support the stimulus programs. However, that is a topic for another day!
Along with time spent glued to electronic devices, the ease of shopping through the internet, and media
generated awareness of the “lifestyles of the rich and famous”, these charts graphically portray the
fuse that lit the spending boom although there are undoubtedly a number of fascinating psychological
factors as well.
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Consumer Behavior
While the broad economic trends are quite interesting and important,
the most captivating part of the saga is the behavior of consumers
and investors. I can’t chronicle everything that is occurring but will try
to capture some of the most interesting phenomena beginning with
consumer preferences.
There has been an explosion in expenditures related to all aspects of
home ownership including the revival of suburban markets that had been

Other housing related
categories that have
enjoyed exceptional growth
are athletic equipment,
pre-prepared meals, lawn
and garden equipment,
and wine/spirits.

moribund for years. Over the past year, the national inventory of unsold
homes declined 31% and prices increased 11.2% according to the Shiller
National Home Price Index. There are reports of traffic jams tied to open
houses and instances in which newly listed homes have attracted dozens
of offers in excess of the listing price, in many cases sight unseen. Pool
construction companies have very large backlogs in many cities and other
housing related goods are in short supply. Orders for consumer durable
goods, which include autos and home appliances, declined 65% from
December 2019 through April of 2020, but have now recovered to the
point that they exceed 2019 levels. Given the demand for a broad range
of consumer goods, the Port of New York, which is the largest on the East
Coast, saw record traffic in October of 2020 and the momentum carried
through into 2021 as volume increased 17% in January versus the prior
year. Other housing related categories that have enjoyed exceptional
growth are athletic equipment, pre-prepared meals, lawn and garden
equipment, and wine/spirits. I wonder if spirits and athletic equipment
are meant to counterbalance one another?
There seems to be a consistent theme throughout the economy in which
luxury brands are performing relatively well. Auto sales fell 34% in the
first half of the year only to experience a strong rebound resulting in a
still painful but manageable figure for the year of -14.5%. However, Lexus,
Lincoln, and Porsche experienced more modest declines of 7.7%, 6.1%,
and 7%, respectively while Tesla actually enjoyed 36% growth, albeit
from a smaller base than many of the traditional manufacturers. And,
at the top of the heap, Bentley recently announced that January 2021
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orders exceeded prior year levels by 50%. Similarly, retail brands such as
Hermes, Chanel, and Luis Vuitton faired quite well compared to the broad
apparel category which has been among the hardest hit retail segment.
A boom is also taking place in many types of collectibles. The Barrett-

A boom is also taking
place in many types of
collectibles.

Jackson Car Auction, which took place in the last week of March, resulted
in the sale of 1,054 collectible vehicles for a total of $105 million. One
hundred percent of the cars met their reserve with ninety-five world
records being set including a Shelby Cobra that sold for $5.5 million.
Similarly, a Christie’s auction of 20th Century Art in London raised $155
million in late March and a Sotheby’s Auction of Modern Renaissance
paintings raised $125 million during the same week. In early April, a
baseball bat that was used by Lou Gehrig at some point during his career
was sold at auction for $715,000.
Perhaps the most interesting, and crazy in the view of some people,

1966 Shelby 427 Cobra Super Snake sells
for $5.5 million | photo credit: Barrett-Jackson

corner of the collectible market is what are called Non-Fungible Tokens,
or NFTs. A complete explanation of NFTs requires a separate paper, but
they basically represent a collectible digital asset that could take the form
of art, music, or videos among other categories. Recently, a piece called
Beeple’s Everydays sold at Christie’s for $69.3 million, and Twitter cofounder Jack Dorsey sold off the first ever tweet for $2.9 million. Lunacy
or an interesting new investment category-you make the call!

Investor Behavior
Retail investors have entered the markets in a big way which raises the

Lou Gehrig bat from 1938 sells for over
$715,000 | photo credit: Associated Press

question of whether this represents a speculative bubble or a surge
in saving and investing that is very healthy. In either case, consider
the following:
• Individual investor trading as a percent of total volume doubled in
2020 versus 2019
• Small option contract volume increased eight fold in 2020 versus
the prior year
• More than ten million new brokerage accounts were opened in 2020
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• At the end of 2020, the Robinhood trading platform had
13 million users
• Margin debt increased by 38% during 2020
• There were 480 initial public offerings or IPOs in 2020 including
219 Special Purpose Acquisition Companies (SPACS) that raised
$73 billion
• Financial services firms created “slices” that allow an investor to
buy a fractional share of a stock for as little $5
• Many brokerage firms have largely eliminated commissions

The posterchild for
wild activity has been
the rollercoaster ride of
GameStop and several
other meme stocks that
were the target of short
squeezes.

These factors, combined with the fact that many people are spending
their time glued to electronic devices, resulted in some incredible
market behavior.
• Tesla’s stock price increased eight fold since the end of 2019. Other
companies related to the electric car industry have enjoyed an
explosion in their stock price despite the fact that some have yet
to deliver a single product
• Bitcoin’s price increased seven fold during the same period
• Stocks of the big six (Apple, Microsoft, Amazon, Google, Facebook,
Tesla) now represent 21% of the S&P 500. There have only been
three prior occasions when an entire industry constituted 20%

GameStop stock settles shy of $10 billion
market cap with 35% weekly gain | photo credit:
Getty Images

of the index. And while all of these companies benefited in some
sense from the pandemic, it is not at all clear that they constitute
an industry.
And, the posterchild for wild activity has been the rollercoaster ride
of GameStop and several other meme stocks that were the target of
short squeezes. Spurred on by chat room discussion, retail investors
purchased huge volumes of GameStop which is a rather non-descript and
unprofitable retailer of video games and electronics. This was labeled a
populist attack on the elite of Wall Street since a number of large hedge
funds had short positions. The stock rose from $20 at the end of 2020
to a peak of $483 in late January only to decline to just over $40 in mid-
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February. Since then, it rallied to $260 before falling to its current price
of $178. More recently, several cannabis stocks have experienced smaller
but still impressive price swings. I don’t believe that any investor has ever
witnessed this sort of volatility!
The excitement has not been limited to retail investors. In the first week
of April, a huge family office called Archegos was forced to unwind a
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With respect to investor behavior, the events of the past year raise a
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number of interesting questions:
• Should retail trading platforms be subject to additional regulation?
• Has fundamental analysis of a company’s financials been replaced
by order driven momentum trading?
• Has the balance of power shifted from institutions to retail investors?
• Should we be concerned about potential financial losses among
retail investors?
• Is all of this indicative of an overall bubble in financial assets?
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Perspective

advice or an offer to sell, or a solicitation

Behavioral Psychologists have identified a human foible called “Hindsight

of description. Nothing in these materials

Bias” in which people believe after the fact that outcomes were obvious
when they were in fact unpredictable in advance. I think most of us are
suffering from that syndrome because I hear very little discussion of

of an offer to buy securities of any type

is intended to be tax or legal advice, and
clients are urged to consult with their
own legal advisors in this regard.

how extraordinary consumer and investor behavior have been during
the pandemic. We seem to simply accept what has occurred and move
on with daily life. The economic explanation rests on the income and net
worth data shown above as well as the fact that those with resources have
been unable to spend on the usual suspects which include luxury travel,
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entertainment, restaurants, and so on. Another common thought is that
people simply have too much time on their hands and are spending it
on their devices. Third, psychologists are offering a variety of possible

ATLANTA

explanations for behavior that some might term manic or bipolar. One

400 Galleria Parkway, Suite 1400
Atlanta, GA 30339

is “pandemic fatigue” in which most of us are understandably ready to

Phone: 770.226.5333

return to normal life. Another is “carpe diem” syndrome which suggests

■

that we enjoy life to the fullest given the vivid brush with mortality that
we have all experienced.
Books on post-Covid-19 life are already beginning to appear. However, if
nothing else, I think the last year has demonstrated that human behavior

GREENSBORO
701 Green Valley Road, Suite 300
Greensboro, NC 27408

Phone: 336.217.0151

is inherently unpredictable. So, rather than attempt to answer all of the
■

imponderables, I will simply revel in being alive and human.
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If nothing else, I think the
last year has demonstrated
that human behavior is
inherently unpredictable.
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