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July 2020:  A Map and a Compass for a Disconcerting Year 
 

The Pandemic and its impact continue to command the nation’s focus. An 
election is looming on the horizon. Investors paying attention may have 
despaired, marveled or mentally shut down over the wild stock market 
gyrations year to date. 
 
Stock market gains are fueled by unprecedented government and central 
bank action one week, then rocked by business and health uncertainty in 
another.The gap between industry winners (online merchants) and  losers 
(cruise lines and airlines) has rarely been this wide. Qualtiy fixed income 
rates remain in the basement. 

 
Longer term, most losers will rise again; overheated assets will cool. So we will focus our attention on 
those market dynamics that are most important to each client’s disparate financial objectives; whether 
that is protection of principal, relatively stable income, moderate growth, or riding the waves in hopes of 
glory. Market uncertainty is always with us. In a volatile 2020 we will have to make do less with less 
useful market information than in the recent past with which to chart a course to serve client 
expectations. In subsequent letters we will illustrate how we plan to ovecome this hurdle. Let’s 
start with a map of  the landscape. 
 
It’s no surprise to us that greater uncertainty will motivate clients to consider how competing investment 
strategies might better meet financial objectives or address concerns. In the current climate, you may 
have greater time or interest to listen to the many voices offering investment (and planning, insurance or 
tax advice.) In this letter we will start with a brief catalog of traditional strategies. There are others, from 
hedging to options, to short selling, green investing, and more. 
 
Most institutional and academic professionals that follow the US and world stock markets typically hew 
to one or more of many perspective lenses through which each “school of observers” view the world’s 
stock markets and the drivers of expected performance. (Each school has subsets whose adherents often 
dicker about philosophy and approach). Most of the market players below also look to the much larger 
capital market of bonds and related fixed income investments in forecasting expected returns. 
 
Here is our abbreviated list to help map out some options: 
 

 Asset Class & Style (value vs. growth; large vs. small etc. and that crosses sectors to  
shuffle stock characteristics by other factors than industry). Value hasn’t been in much favor 
lately. But longer term there are valid reasons why it rewarded investors. 
  

 Pragmatic Bottom Up (that looks to individual company fundamentals such as earnings,  
debt, relative competitiveness etc.)  Financial news wouldn’t be half as interesting if stock 
pickers didn’t get to forecast “tomorrow’s winners”. 50-50 odds aren’t so bad for this school. 
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 Macro Top Down (that looks to global clues related to monetary and fiscal policy and  
attempts to connect the dots among political and economic forces). It can be captivating to try to 
connect the geo-political dots leading to and from the next election or crisis. 
 

 Technical Trading (long derided by academics, but in the age of data aggregation, social  
media, and high-speed algorithmic trading, their charts and trend assessments are getting  
new attention). Still, it’s interesting to note that chartists have been fooled by EKG charts, 
thinking they were looking at stock price movements and drawing conclusions from them.  
 

 Sectors (historically the eleven in the chart below. But technology in the digital  
information age often blurs distinctions that were once more useful in assessing performance. 
Every sector depends on technology today, as never before). 
 

Schwab’s Chief Investment Strategist Liz Ann Sonders divides the 2020 market crisis YTD into three 
phases: the bear-market phase (BLUE, February 19th to March 23rd), the recovery phase (ORANGE, 
March 23rd to May 14th) and what she calls the cyclical-shift phase (GRAY, since May 14th).  

 

 
 
Her “cyclic shift” phase might better be called, the “who knows what’s next phase” as technology’s 
dominance is challenged by other areas of the economy and as institutional trader preferences gyrate 
among the sectors on an almost daily basis! Do you notice that most of the “downs” are offset by 
succeeding “ups” so far this year? 

Still, the sector perspective is appealing to many because it is relatively tangible and makes news related 
to such headline items as the energy and the price of oil, toilet paper and consumer staples, interest rates 
and banking, information technology and social media. And famous brands from Tesla to Amazon. 

If you are like many of our clients, much of this leaves you cold. If, on the other hand, you are 
paying attention to one of the many media channels available today, you may find one or more 
perspective compelling. Pick your poison. Contact us with questions and how we may make use of 
each for you. 
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Still, it’s probably the real economy—not the stock and bond markets—that are more important to most 
of us; our income needs; the health of family and friends; our community. 
 
Time frames, capital and income resources, risk tolerance, risk management and more are the 
foundations for setting an investment policy and strategy that may be best for you.  
 
Planning and investment policy, not reaction to daily market news, is our map. A reasonable 
investment strategy will likely then become apparent. And monitoring progress in response to 
plans and policy is our compass. 
 
  
 

 

Fred R. Fadel, CFP® 

 
Information herein has been obtained from sources believed to be reliable, but its accuracy and completeness, and the opinions based 
thereon, are not guaranteed. No responsibility is assumed for errors and omissions or for updating information after transmission.  It 
should not be viewed as a solicitation or offer of services.  Willink Asset Management, LLC is not responsible for content on sites accessed 
through links to this transmission and makes no representations or warranties as to the accuracy, timeliness, suitability, completeness, or 
relevance of information prepared by any unaffiliated third party, whether linked or incorporated herein.  Nothing in this newsletter should 
be deemed as individual investment advice.  Always consult with your advisor and read the prospectus of any investment product before 
making a planning or investment decision.  Performance data published herein are not predictive of future performance. 
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