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Stock Markets Performance

Presenter
Presentation Notes
2020 ended with a strong quarter of gains for equities markets.  Headed into Q4, stock indices had mostly recovered from the crash early in the year.  A volatile October led into the election season after which equities rallied to finish the quarter, and year, posting strong gains all around.  By closing the year up more than 18%, the S&P 500 returned double digit gains in 9 of the 12 calendar years since, and including, 2009. The average calendar year return over that period has been north of 15%.  The S&P is also now up about 400% (~15% annualized) since the low of the financial crisis.  It’s been a truly impressive bull market.Globally, stocks posted an even more impressive quarter.  All three indices featured on this chart had their highest quarter of returns since 2010.  Since the market lows in 2009, however, non-US equities have returned about half as much as the S&P 500, albeit still a 10% annualized return.



U.S. Sector Performance

Presenter
Presentation Notes
All S&P 500 sectors finished the period higher.  Tech stocks took a bit of a rest in Q4 2020 while some of the sectors that have been lagging, energy and financials, led the pack.  Despite the strong performance in Q4, both of these sectors still finished the year in the red, joined only by real estate, while all other sectors finished the year with gains.  Perhaps the biggest surprise of 2020 was the Consumer Discretionary sector.  Typically, recessionary periods will affect cyclical sectors the most, however, in 2020, Consumer Discretionary was the 2nd best performing sector – up nearly 30% on the year.  Government stimulus and sustained low interest rates kept consumers active even as increased unemployment and a pandemic spread throughout the country.



Asset Class Performance – Trailing Periods

Presenter
Presentation Notes
Here we have a grid that illustrates the performance of different asset classes over various trailing periods.  The long-term bull market in equities is immediately apparent when looking at this visual – risk assets are dominating the top portion of the grid.  While over any long-term period, we’d expect to see risk premiums out pace the returns of more conservative assets, the spread over these periods is significant.  Also notable is the volatility of commodities.  Recent increases in oil prices have led to a few periods of positive performance while in the long term exposure to this asset class has been a drag on overall performance, but also adds non-correlated exposure to a portfolio.



Asset Class Performance – Quarter by Quarter

Presenter
Presentation Notes
The varying performance of asset classes period by period is much more dramatic than the longer-term views.  This quilt chart makes a strong case for remaining diversified as any asset class can and will appear near the top of the graphic at some point in time.  



Interest Rates

Presenter
Presentation Notes
For the most part, the downward trend in interest rates continued in the 4th quarter of 2020.  A couple of exceptions can be seen, however, in longer term treasuries albeit the absolute rates are still at very low levels compared to historical data.  A sign of inflation expectations increasing is when investors are more eager to buy short term bonds instead of locking in rates of return for longer periods using longer duration bonds.  When this happens, the curve will begin to “steepen” as longer term issues will need to offer higher yields in order to be attractive to investors.  The yield curve is considerable steeper than it was a quarter and a year ago.  This coupled with a weakening dollar and record government spending has us very focused on where rates are headed.  The Fed has committed to keeping rates low but as markets apply inverse pressure and the Executive Branch changes hands, it will be interesting to see how the curve moves in the coming months.



Treasury & Dividend Yields

Presenter
Presentation Notes
Another look at interest rates and how they offer yield relative to large-cap stock dividends.  We’d pointed out last quarter that there was a reverse spread between these yields, or that investors could see more yield from buying high quality stocks than bonds, but that trend has since reversed.  Investing in equities is typically a strategy that primarily seeks capital growth instead of income generation and most expect that to remain true in the long term.



USA Trade & Dollar Strength

Presenter
Presentation Notes
The US Dollar continued to weaken compared to other global currencies.  The M2 money supply (cash and liquid deposits) grew 25% in 2020 in the US – by far the largest increase as far back as our data showed (~40 years).  Increased supply, as we all learned in econ 101, typically results in decreased demand and thus a decline in value.  Even with the recent decline in value, however, the USD is still above it’s 10-year average in terms of purchasing power versus other securities and was at an all-time high in that regard early in 2020.Global trade continues to show the impact of the covid-19 pandemic as more data from 2020 is collected and published.  The latest data, however, points to renewed activity between the US and closest trade partners, Canada and Mexico.  In fact, the only trade relationship featured here that did not see an uptick in the latest results was that between the US and OPEC, further highlighting the decline in energy demand.



Leading Indicator Summary & Trends

Presenter
Presentation Notes
Our table of leading indicators shows the values of several economic data series that are historically seen as predictors of economic cycles.  We look for trends in this data to not only define how strong the current economy is but also give hints as to what may come.  The latest data is broadly mixed if not trending in a mildly concerning direction.  The yield curve is back to a normal shape, stock market returns have been strong, consumers are pretty confident and active, but manufacturing and business activity are trending downward.  Housing and building data are relatively strong but also trending slightly downward.  As the recovery continues, we hope to see improved data around business activity, increasing consumer sentiment, and growth in business inventories.



Housing Indicators

Presenter
Presentation Notes
A closer look at the housing market reveals the demand for mortgages, both new and refinances, is still very strong.  Record low interest rates have undoubtedly played a huge role in that trend.  Sentiment data is also strong as indicated by the National Association of Home Builders poll data shows that sales conditions are expected to stay strong for at least 6 months.  



Housing Supply & Demand

Presenter
Presentation Notes
While record low interest rates have fueled demand in the housing market, supply has not been able to keep up.  Existing home supply is at an all time low following the recent jump in home ownership rates and existing homes sales.  Strong data around housing permits and starts over the last several quarters, however, is indicative of more supply hitting the market soon.



Market Recovery vs Economy

Presenter
Presentation Notes
It’s been said that a rising tide lifts all ships.  While many economists were hopeful that the recovery out of the current recession would be v-shaped, the sentiment is now pointing towards more of a k-shaped recovery.  In a k-shaped recovery that tide lifts different ships at disparate rates.  The chart here shows that while the stock market has recovered and made several new highs, employment and wage data have been less encouraging.  Overall economy growth is also lagging the stock market performance while the housing market avoided any decline to date.



Employment Situation

Presenter
Presentation Notes
A closer look at employment data.  The U-6 indicator (second from top) includes those that are “under-employed” or working less than full-time despite looking for full-time work.  While the new claims for unemployment are nowhere near the highs from earlier in the year, they are still magnitudes above recent historical values.



Performance of Diversified Portfolios 

Presenter
Presentation Notes
2020 was one of the most notable years ever for the stock market.  The spread between the lowest drawdown and the eventual gain was nearly 50% in the S&P 500.  Here we look at how more diversified strategies fared over the same time period.  These sample portfolios include exposure to Domestic, International, and Emerging equities as well as both short and long-term bonds.  The first number in the name indicates the overall equity allocation target for each.  The charts here illustrate how adding exposure to fixed income reduced the volatility over the year but also affected the upside potential.



Consumerism

Presenter
Presentation Notes
Our quarterly look at consumer data indicates that the US consumer is returning towards more “normal” behavior.  The initial shock of the pandemic led to a massive increase in savings rates and decrease in spending but that trend reversed just as quickly.



Government Spending & Debt

Presenter
Presentation Notes
Data has begun to emerge that illustrates the stimulus spending which the US government enacted during 2020.  Especially notable is the year-over-year change in the public debt.  As more stimulus measures are likely to come expectations are still that government debt will continue to grow faster than it has in the past.



US Income & Taxes

Presenter
Presentation Notes
Over the last several years the growth in income and taxes was moving mostly in tandem with a slowly decreasing trend in the % of income that was collected as taxes.  Data from 2020 show a large diversion from that trend but the gap is once again closing. 



2020’s Biggest Winners

Presenter
Presentation Notes
If you had the foresight to invest in any of these top performing stocks you were well rewarded for your intuition.  Here we have the top stocks in each sector from the Russell 3000 index which includes approx. 3000 of the largest US publicly traded companies.  If you don’t recognize many of the names on these lists, that is likely because of the outperformance of small-cap stocks in 2020.  



Our Executive Team



Senior Management Team Bios

 Francisco Rodriguez-Castro, President & CEO

Mr. Rodriguez-Castro is President & CEO of Birling Capital since its creation and
manages all aspects of its practice. Mr. Rodriguez-Castro with over 25 years of
experience has been a key executive in government, global, multinational and
public companies as well as a key corporate advisor to multiple entities in a
diverse array of market segments. He has participated in structuring over $10 billion
in Municipal Finance, Corporate, Commercial, Asset Based, AFICA and Mergers
and Acquisitions transactions.

Mr. Rodríguez Castro has been Managing Director at UBS International, President
& CEO of the Economic Development Bank and held senior lending positions in
the corporate banking sector. He is also a key leader in promoting the private
sectors participation in the formulation of public policy of the country supporting
the governments in its efforts to achieve and maintain sustained economic
development for Puerto Rico, In addition to his management roles he was the
founder and Chair (2006-2013) of the Private Sector Coalition a not for profit
association.

https://www.hfma.org/


Senior Management Team Bios

 Francisco Rodriguez-Castro, President & CEO

In 2005 he created, organized and Chairs the Puerto Rico Conference has been a
leading macro-economic and investor event in Puerto Rico since it was founded.
The purpose of this event is to showcase key areas of investment opportunities and
the competitive advantages of Puerto Rico over other countries, as well as present
the economic initiatives available for entrepreneurs and investors. On this occasion,
the Puerto Rico Conference 2020 took the lead role in resetting the discussion of
economic development in the island.

In 2007 he created, organized and Chaired the Puerto Rico Health and Insurance
Conference a health and insurance services conference.

In 2013 he created, organized and Chaired the Made In Puerto Rico Conference a
conference designed to attract investment for Puerto Rico made products and
services.

In 2016 he created, organized and Chairs the 1st and 2nd PROMESA Conference to
discuss Puerto Rico’s development with the PROMESA Law.

As he created all these conferences Mr. Rodriguez-Castro not only sponsored , he
also made sure that 100% of all the profits to the Chamber of Commerce, Puerto
Rico Products Association and the Private Sector Coalition.

https://www.hfma.org/


Francisco Rodriguez-Castro, President & CEO

 Board Memberships

• University of Miami School of Business 2007-2016

• Securities Industry Association 2005-2013

• Society of CPA Foundation, 2005-20010

• Jane Stern Community Library Foundation 2009-20013

 Publications

• Mr. Rodriguez-Castro is the author of the Column “Think Strategically” publish
weekly in the Caribbean Business Newspaper. www.caribbeanbusiness.com

• Mr. Rodriguez-Castro also a frequent writer in El Nuevo Dia, Puerto Rico’s large
Spanish newspaper by circulation.

• To review his publications please go to www.birlingcapital.com/publications

Senior Management Team Bios

http://www.caribbeanbusiness.com/
http://www.birlingcapital.com/publications
https://www.hfma.org/


Among the awards he has received are:
• Chamber of Commerce Presidents Award Outstanding Service 2017

• Presidents Award Puerto Rico Chamber of Commerce 2010

• Caribbean Business Person of the Year 2009.

• Presidents Award for Outstanding Service 2009, Puerto Rico Products Association.

• Home Builders Achievement Award 2009

• Presidents Award for Outstanding Service 2008- Puerto Rico Chamber of Commerce

• El Vocero Newspaper Leaders Award 2008.

• Top Management Award 2006, SME Banker of the Year.

• Puerto Rico Chamber of Commerce Zenit Awards Banker of the Year 2006

• Banker of the year 2004 Puerto Rico Products Association.

• Zenit Award Public Service 2004 Puerto Rico Chamber of Commerce.

• Mercury Award Banker of the Year 2004, Centro Unido de Detallistas.

• Risk Management Association Chairman Award 1994

 Francisco Rodriguez-Castro, President & CEO

Senior Management Team Bios

Healthcare Financial 
Management 
Association
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 CPA César E. Hernández-Monagas, Esq., Principal
Head of Hospitality, Healthcare and Government Practice

Mr. Hernández-Monagas, Esq. joined the firm in 2018 as Principal and leads the firms efforts in 
Hospitality, Health Care and Government practices. After working for more than 22 years as CFO 
of International Hospitality, Owners and Managers of seven hotels, two casinos and several 
affiliated companies in Puerto Rico with more than $200 million in average annual revenues and 
over 1,000 employees. At International Hospitality, he performed value-added analysis on risks and 
opportunities to assist stakeholders in making informed decisions that delivered on revenues and 
profits annually, raised capital and financing north of $1,000 billion, led monthly financial and 
management reporting processes in a timely, accurate and detailed manner for use by the 
executive team and ownership groups in the strategic management of the organization. 

Prior to working at International Hospitality, Mr. Hernández-Monagas, Esq. worked at Ernst & Young, 
LLP as Audit Manager. During his tenure at EY, he served clients from different industries including 
pharmaceutical, manufacturing, government and hospitality. Mr. Hernández-Monagas, Esq. 
obtained his Bachelor of Science Degree with a Major in Accounting from The Martin J. Whitman 
School of Management at Syracuse University in 1990 and Juris Doctor from the Interamerican
University School of Law in 2001. 

Mr. Hernandez is only one of two Certified Hospitality Accountant Executives in the Caribbean 
Region. 

Senior Management Team BIO’s



 Francisco Castellanos, PMP,

Principal & Chief Information Officer, member of the Executive Committee & Director of
LeadPivot.

Francisco Castellanos-Acevedo has a diverse experience in the computer science
area. More than 20 years in the banking industry, 10 years of experience in Family Office
operations and several years in the telecommunications industry. The vast experience
and contacts of Mr. Castellanos managing “Family Office” operations; of great
complexity, it will be a key element for the expansion of Birling Capital's services towards
these segments and for the development of the new "LeadPivot" platform.

Mr. Castellanos specializes in the integration of dissimilar systems, organizing them in
related repositories of information to streamline decision-making for management and
thereby digitize a wide range of functions and processes to position companies on the
shoulders of giants .

Mr. Castellanos,  obtained his Bachelor of Science Degree with a Major in Math and 
Computer Sciences from The University of Puerto Rico Mayagüez campus in 1993. He is 
also a certified Project Manager Professional (PMP) since 2013.



 Dr. Jaime Rivera-Dueño, Chief Medical Advisor & Senior Consultant

Before joining Birling Dr. Rivera Dueño was Senior Vice President & Chief Medical Officer
of the Grupo HIMA-San Pablo Hospital Systems.

Dr. Rivera Dueño has occupied multiple positions within the healthcare field, including
Regional Health Administrator, Region II, HEW, in New York; Secretary of Health of Puerto
Rico; President and Dean of Ponce School of Medicine. He is also the immediate
President of the Board of Directors of The Puerto Rico Hospital Association.

He is a physician specialized in pediatrics. Has been a speaker in healthcare in different
forums around the world including membership in committees, commissions and board
member.



 Gary S. Sugino, PE, Senior Consultant & Head of Restructuring, Energy & Pharma

Gary Sugino is an engineer with master’s degrees from Bradley and New York
University and over 30 years of experience in the military/civilian designing and
managing multi-million dollar projects. Former, Captain in the Civil Engineer Corps,
United States Navy with leadership experience in austere conditions of the Middle
East managing over $780M WIP projects in construction, renewable energy,
generator farms and facilities on American military bases and engaged at the
ministry level of foreign governments. Experienced in construction/management in
the Balkans and Central America as well providing engineering design for the
startup detention facility at Camp X-ray in Guantanamo Bay, Cuba. He provided
contingency engineering support in both Korea and Japan.
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 Dr. Anuj Mehrotra, Senior Consultant

Dr. Mehrotra is an engineer with a Ph.D. in operations research from the Georgia 
Institute of Technology. Dr. Mehrotra has been a visiting professor at various 
universities, including Carnegie Mellon, Georgia Tech and Virginia Polytechnic 
Institute. Dr. Mehrotra was also visiting scientist at IBM a leading computer and 
consulting services company. He is a consultant to Fortune 500 companies including 
Goodyear Tire and Rubber Company, Cheetah Software Systems, Ryder Dedicated 
Logistics, A. T. Kearney, Cargill, Exxon, Capital One and EDS.

Senior Management Team Bios



Francisco Rodriguez-Castro 
President & Chief Executive Officer

frc@birlingcapital.com

Birling Capital Advisors LLC
PO Box 10817
San Juan, PR 00922

787-247-2500
787-645-8430

HIMA Plaza 1 Office Center 403Ave. 
Luis Muñoz Marin Caguas, PR 00725 http://www.birlingcapital.com

mailto:frc@birlingcapital.com
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