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4th  QUARTER OUTLOOK 

 

Here We Go 

 

2020 has been a year that we would all like to 
forget, but we still have 3 more months to 
navigate and they promise to be a lively 3 
months. First, let’s take a look back and see 
how we got here. Things started off fine with 
the markets and the economy humming 
along nicely in January and early February. 
But, by mid-February the markets began to 
show concerns about the virus that had 
begun in China and now seemed to be 
showing up in other parts of the world, 
including a few isolated cases in the United 
States. Well, we all know what happened 
next, as Covid19 (as it came to be referred to) 
blew up in March. Things got so bad, that 
economies around the world basically 
grinded to a halt. Events were cancelled, 
businesses were closed and people were 
asked to stay in their homes.  

 

 

Not surprisingly the markets collapsed and in 
less than a month we endured a bear market 
with stocks falling more than 30%. But, over 
time, as medical news improved (mitigation 
appeared to slow the spread of the virus), 
treatments of the disease improved 

(therapeutic drugs became available and 
vaccine development began), stimulus from 
the Federal Government in the form of the 
Cares Act occurred, and perhaps most 
importantly the Federal Reserve basically 
backstopped the financial system, things 
started to improve and markets settled 
down.  

Over the next several months the stock 
market experienced a remarkable recovery 
(bull market) that actually pushed the market 
averages to new all-time highs. With the Fed 
providing massive amounts of liquidity, 
investors began to look past the current 
conditions, seeing them as temporary, and 
began to invest as if things would be back to 
normal at some time in the near future. 
Remember, the stock market is a forward 
looking mechanism, often predicting what 
conditions will be in 6 to 12 months. In that 
regard stocks recover off of the lows well 
before the economy itself turns. If an investor 
wants to wait for an all-clear indication from 
the economy, opportunity is often missed.  

So, despite massive unemployment, 
businesses closing, certain industries 
teetering on the verge of collapse, and social 
unrest the stock market was able to undo all 
of the damage from earlier in the year. Now, 
September did live up to its reputation as a 
difficult month for stocks and we did see the 
market averages give back some of the 
ground they had made up, but most  

“So, despite massive unemployment, businesses closing, certain 
industries teetering on the verge of collapse, and social unrest the 
stock market was able to undo all of the damage from earlier in the 
year.” 
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investors were more than relieved to find the 
market averages where they were at the end 
of the 3rd quarter.  

 

 

The Election 

Many are concerned about the upcoming 
election, and to some extent rightfully so. 
Will the election results be timely? If there is 
a transfer of power, will it be done calmly? 
Will there be legal challenges if voting fraud 
appears to have occurred? These are 
questions that simply deal with the 
mechanics of the voting process itself.  

Then, of course, there are the all-important 
questions about policy. Issues include taxes, 
spending, health care, jobs, and even the 
decline of capitalism vs. the rise of socialism. 
If Joe Biden is elected President it appears 
likely that taxes will go up. That could be seen 
as a drag on the economy and therefore 
negative for the markets. But, a Biden 
Presidency would also see the likelihood of 
increased spending, not just relief bills, but 
perhaps a massive infrastructure bill. 
Increased spending can be very stimulative to 
the economy in the short run and thus could 
help “juice” the stock market. So, not 
surprisingly it is unclear as to whether a Biden 
victory would be good or bad for stocks in the 
short, intermediate or long term.  

We’ve talked about how the markets have 
done well while we have had a Republican in 
the White House and have also done well 
when we have had a Democrat in the White 
House. As a matter of fact, over the past 50 
years or so, the markets have performed a 
little better while we have had a Democrat as 
the sitting President. Of course, some of that 
is serendipitous. For example George W. 
Bush walked into the White House just as the 

dot.com bubble was bursting (then 9/11 
happened) and stocks dropped over 50% in 
the next couple of years. That certainly 
wasn’t Bush’s fault, but these items on the 
scorecard seem to even out over time.  

Nevertheless, history tells us that it hasn’t 
really mattered what party is in power with 
regards to stock market performance. Now, 
of course, certain things would likely do 
better under a Biden presidency than 
perhaps under another Trump term, and vice 
versa. We mentioned the potential of more 
spending during a Biden presidency including 
the possibility of something like an 
infrastructure bill. Well, it would seem likely 
that there would be companies that would 
benefit from an infrastructure bill. Perhaps a 
universal income type of proposal takes 
shape. There might be certain types of 
companies that might benefit from that. Of 
course, if Trump wins a second term, where 
his focus is directed might dictate where 
stock investors might want to turn. So, yes 
elections have consequences, and for 
investors elections can dictate where to focus 
one’s attention.  

The Economy 

After snapping back in the second quarter, 
the economy’s recovery has become 
choppier. Housing continues to shine as low 
mortgage rates appear to be fueling activity. 
We have seen gains in durable goods orders, 
and consumer sentiment has improved, but 
we continue to struggle on the employment 
front with jobless claims continuing to 
increase.  The Cares Act and the Federal 
Reserve’s monetary backstop have provided 
enormous stimulus to what was an almost 
entirely shut down economy. So, to be where 
we are economically, though still difficult for 
millions of Americans, is somewhat 
remarkable. The key will be whether all of this 
stimulus can buy enough  

“Nevertheless, history tells us that it hasn’t really mattered 
what party is in power with regards to stock market 
performance.” 
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time to get us to the other side of the 
pandemic. Many businesses are lost for good. 
Many jobs are gone forever. So, though fiscal 
and monetary stimuli have gotten us to 
where we are, there is still so much more that 
will be needed in the near future.  

But, as any good economist would say (and I 
am not an economist, though I play one on 
our videos), “on the other hand” what about 
all the pent up demand that will be unleashed 
once the pandemic has been minimized? Are 
we in store for a period like the roaring 20’s a 
century ago? There certainly is some 
credence to the thought that once economies 
around the world are fully open and folks are 
able to travel, there could be a boom in 
economic activity. Businesses that have 
disappeared might be replaced by new, more 
efficient businesses. Jobs that were lost might 
be replaced by new job opportunities in new 
businesses that evolve and are driven by new 
ideas and new technologies.  

The American economy has shown some 
resilience through this challenging moment in 
time. Yes, it needed both fiscal and monetary 
assistance, but it is encouraging that a 
majority of the economic structure has held. 
We just need to remember those whose 
livelihoods have been lost or changed forever 
and seek to find solutions for all Americans.  

 

 

 

Stocks 

As we mentioned, stocks tend to be agnostic 
when it comes to politics, at least in the long 
run. But, this upcoming election promises to 
produce a lot of emotion, and we all know 
that emotion and investing don’t go together 
well.  This election could also produce an 
enormous amount of uncertainty. And, of 

course we know markets don’t particularly 
like uncertainty. Whatever stocks do before 
the election could totally reverse after the 
election, regardless of who wins. We’ve 
already discussed policy and the economic 
repercussions of the election, but how will 
stocks react? Of course the answer is that no 
one knows for sure, but this would seem to 
be a good time to make sure that your 
tolerance for volatility is known and that your 
portfolio allocation properly reflects that 
tolerance. 

In the long run, stocks will do well if we can 
get on the other side of this pandemic. If we 
get successful vaccines and economies are 
able to open back up without fear, pent up 
demand is likely to drive the economy for 
some time. All of this would likely occur 
regardless of who is President. On the other 
hand, if the pandemic lingers, vaccines are 
unsuccessful, and we continue to not be able 
to enjoy life as before, it could be a more 
prolonged difficult struggle for stocks. Again, 
who is President may not matter.  

Summary 

We are entering what might be the most 
interesting 90 days for the stock market we 
have ever seen (ok, that might be a little 
hyperbolic). An historic election is just weeks 
away, we are in the midst of a pandemic, and 
social tensions are heightened. Many 
Americans are out of work, businesses have 
had to close and certain industries are 
months, weeks, or even just days away from 
disaster. Yet, the American spirit is not 
broken. Yes, there is certainly a lot of tension 
(so much of it politically driven), but 
Americans still want to go to work, do their 
jobs, raise their families, worship their God 
and get on with life. If we can somehow get 
this pandemic behind us, a new enthusiasm 
could arise and we could move into a period 
of growth and prosperity, hopefully for all  

“There certainly is some credence to the thought that once 
economies around the world are fully open and folks are able 
to travel, there could be a boom in economic activity.” 
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Americans who are willing to put in the work 
and time to earn it.  

For investors, it is a time to believe in their 
plan and not let emotion cause them to make 
bad decisions in times of turmoil. Again, know 
your tolerance for volatility (you should 
already have a clue given what you have been 
put through just this year), and make sure 
that your portfolio is ready for whatever 
comes our way.  

As always, we appreciate that you entrust us 
to manage your money and guide you on your 
road to financial success. We strive to keep 
you informed and to provide you with the 
best service in the industry. Please don’t 
hesitate to contact us with any thoughts or 
questions. If you feel that we can help 
someone you know and love, who may not 
know how to prepare for what is about to 
unfold, we would be happy to have a 
conversation with them. We will be here for 
you throughout this election cycle and 
whatever it deals us. Stay safe everyone.  

 

 


