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I hope you and your family have had a nice summer – or at least tried to make 

the most of it.  Two activities that my kids really liked doing this summer were 

trying to perfect their dive into the water and wearing their snorkel masks to 

observe what was below the water’s surface.

If I apply these two activities to the stock market, I’m 

observing a very large disconnect between the economy 

and the overall stock market.  At the surface, everything 

looks great.  But if you dive into the water and go a little bit 

deeper, you will see that just a handful of the largest 

companies in the U.S. are driving the overall stock market 

surge and that there is a huge divergence between asset 

classes.

Jeffrey Gundlach, founder and chairman of DoubleLine, wrote an eye-opening 

article with the premise that the economy is not as strong as the market 

suggests.  He indicated that since 2009 the US stock market has 

outperformed the rest of the world by about 300%.  However, if you were to 

take away six stocks from the S&P 500 Index – Alphabet, Amazon, Apple, 

Facebook, Microsoft, and Netflix, the remaining 494 stocks only 

outperformed the world index by about 12% during that same time.  
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The six companies mentioned above, represent about a quarter of the S&P 500 

Index.  This year, based on their market weight of the index and their 

performance, they have contributed 11.6% towards the S&P 500 Index gain of 

6.1%.  That means that the rest of the 494 companies in the index are down 

approximately 7.5% for the year.  In my opinion, looking at it this way, gives you a 

better understanding that the economy is struggling.

Furthermore, if you look at performance numbers for asset classes this year, 

large cap growth companies (areas such as technology and healthcare) are up 

22% while large cap value companies (such as financials, energy, utility, 

retailers, travel and leisure companies) are down 13%.  

Another example that supports this premise is the fact that in 2019 the S&P 500 

Index was up 32%, but Apple and Microsoft contributed almost half of that 

return.  The S&P 500 Index just had the BEST 100 day return in the history of the 

index, it is up for the year and at record highs.  Conversely, mortgage 

delinquencies during the same time have hit their highest peak ever and there 

are over 20 million people unemployed.
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I do not want to abandon the philosophy of diversification and place everything 

into growth right now because there will be times that growth will outperform 

value and other times that value will outperform growth.  Case in point, in the 

last 21 years, large cap growth stocks had a better annual return than value 

stocks for only 11 of those years and between 2000-2006, large cap value stocks 

outperformed large cap growth stocks by about 70%1. Another reason why I 

would not load up on growth stocks is that I do feel that if/when we were to get 

a vaccine; I would not be surprised at all if value stocks do better than growth 

stocks in the short term.

Some of you have started asking me about how the markets will be affected by 

the election.  Unfortunately, I do not have a simple answer. Clearly not only is 

the Presidency up in the air but also at stake is who will have the majority in the 

Senate.  Throw in the current pandemic and it is anyone’s guess on how the 

markets will react a few months from now.  My thought process is to keep calm, 

stay diversified, and keep with the plan that we have in place.  If you want to 

schedule a call and talk more about this please let me know.

While I would love to tell all of you that we have all of your stock allocation 

invested in growth companies, that just is not the case.  As you know, when we 

are investing, we want to be diversified.  So that means that we will have some 

of your money in growth companies and some in value.  Some money will be 

allocated to large companies and other in small.  We will have money invested in 

domestic stocks and also in international companies.  Accordingly, some of your 

investments have done well this year and some have not.  Currently we are  

focusing more on higher quality companies (brand recognition) with a slight tilt 

to growth, but not by much, and low volatility.  
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Sincerely,

Greg Bork

PS: If you have a 30-year mortgage and your rate is 3.75% or higher and you 

plan to be in your house for several years; it might be wise to look at 

refinancing.  Rates are now at 3% and in some cases below that.  Or if you 

have a 30 year mortgage with around 15 years left or so, it might be worth 

your while to possibly refinance to a 15 year mortgage, since rates are in the 

low 2% range.  I would be happy to dive into the numbers and see if it makes 

sense for you.  I can always refer you to a mortgage lender too if needed. 

1: https://www.portfoliovisualizer.com/historical-asset-class-returns

Regarding our team, we still are working remotely.  We will reevaluate this 

at the end of September.  As of right now, I would not be surprised if we 

just continue to do this throughout the rest of the year since I do not feel 

there have been any problems with our communication with each other 

and with you.  As of right now, both of my kids will be attending school in 

person this fall, so my hours will be the same as always.  I suspect at some 

point, there might be some e-learning involved and then my hours might 

have to be adjusted.  I will keep you all posted if anything changes.  Take 

care and be safe.
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The opinions voiced in this material are for general information only to provide 
specific advice or recommendations for any individual.  All performance referenced 
is historical and is no guarantee of future results.  All indices are unmanaged and 
may not be invested into directly.  The economic forecasts set forth this material 
may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. Any company names noted herein are for educational 
purposes only and not an indication of trading intent or a solicitation of their 
products or services.  LPL Financial doesn’t provide research on individual equities. 
There is no guarantee that a diversified portfolio will enhance overall returns or 
outperform a non-diversified portfolio.  Diversification does not protect against 
market risk.  All information is believed to be from reliable sources; however, 
representation as to its completeness or accuracy.  The content is developed from 
sources believed to be providing accurate information.
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