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October 2, 2020 – Help Wanted 

What a year it has been.  The jokes and observations declaring 2020 to be the year from hell have been ubiquitous.  
What more could this crazy year throw at us with a full three months still to go?  It may be best not to ask.  We 
are starting the fourth quarter with a contentious and potentially contested presidential election just weeks 
away, unemployment still hovering near the worst levels of the Great Financial Crisis (with tens of thousands 

of additional corporate layoffs announced just this 
week), the potential for a dangerous second wave 
of COVID-19 infections both here and abroad, no 
clear signs of a fiscal stimulus bill being passed 
anytime soon, and US equity markets that are at 
or near the most expensive valuations in history. 
It would be understandable to wish we could just 
hit the fast forward button and skip the drama. 

That is the opening paragraph that I wrote 
yesterday, on the first day of the fourth quarter, 
just hours before we all learned that the President 
and First Lady of the United States have 
contracted COVID-19. We work hard to keep our 
letters and conversations with clients as apolitical 
as is possible these days, so all we will say is that 
our immediate response is to first and foremost 
wish them both a full and speedy recovery.   

By the time this letter has gone through the 
compliance approval process, as happens with 
every quarter’s client letter, there will very likely 
have been an additional October surprise or two.  
Our fervent hope is that one such surprise to come 
will be definitive progress toward a stimulus 
agreement between Speaker of the House Nancy 
Pelosi and Treasury Secretary Stephen Mnuchin.  
With the added uncertainty generated by the 
President’s illness, the economy and markets 
would greatly benefit from the announcement of a 
second round of stimulus for those millions of 
Americans that are still reeling from the effects of 
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the government-mandated economic shutdown 
that was imposed earlier this year and is still in the 
process of being unwound.  From the New York 
Times: 

Investors have spent recent months pushing the 
stock market to record highs, seemingly undeterred 
by the worst pandemic in a century and the 
enormous toll it has taken on the United States 
Economy.  But now, politics is giving them agita. 
In the last few weeks, the market’s results have 
reflected the uncertainty weighing on investors’ 
minds as they prepare for what could be a politically 
turbulent stretch – including a Senate fight to fill 
the former Supreme Court seat of Justice Ruth Bader 
Ginsburg and the November presidential election…   
Stocks have lost steam since notching new highs in 
early September, with the S&P 500* stock index 
down about 4 percent for the month, its first 
monthly decline since early March…  Heading into 
the year’s final quarter, investors are also coming to 
terms with the likelihood that no more stimulus 
money will be coming, as the approaching 
presidential election paralyzes Washington’s ability 
to provide fresh support to the struggling economy. 

- New York Times, September 30, 2020 

We pointed out in our letter in July the massive 
effect of the first round of pandemic-related fiscal 
stimulus, which included $1,200 checks to most 
Americans, an additional $600/week in 
unemployment insurance and forgivable loans to 
businesses that were able to maintain payrolls 
through the first weeks of the government 
mandated lockdown.  In April both the monthly 
personal income growth rate and personal 
savings rate spiked to more than double their 
previous record highs and a quarter of all personal 
income in the second quarter was coming in the 
form of government transfer payments.  That 
fiscal support was intended to be a bridge to allow 
those hardest hit by the shuttering of the retail, 
leisure and hospitality industries to make ends 
meet until the economy could reopen and they 
could get back to work.   
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As you can see in the bottom chart on the prior 
page, the disparity of job losses from the lowest-
earning quartile of Americans, many of whom 
had no jobs to return to once lockdown 
restrictions were lifted, and the highest-earning 
quartile, many of whom could simply transition to 
work-from-home when their offices were closed 
in March, is greater than during any recession of 
the past three decades.   

In just the last few weeks, the expected timeline 
for another round of support for lower income 
Americans has been pushed further and further 
out into the future, with 77% of a recent poll 
expecting no more fiscal stimulus until next year.   

According to the September nonfarm payrolls 
report, the US has regained only half of the jobs 
lost between February and April, and the monthly 
number of jobs being added back into the 
economy is slowing markedly as many of what 
were at first perceived to be temporary layoffs are 
becoming permanent.  According to Yelp.com, 
approximately 60% of restaurants and retail 
shopping locations and 40-50% of bars, clubs, 
gyms and beauty salons won’t be reopening at all.  
In late August, the Trump administration ordered 
that the moratorium on evictions for most renters 
be extended through the end of the year, but that 
only delays the inevitable for millions of 
Americans holding on by the skin of their teeth: 

The National Low-Income Housing Coalition, a 
policy group focused on affordable housing, 
welcomed the [eviction moratorium] order but said 
that further action was needed to provide financial 
relief to struggling renters. 
The order “will provide relief from the growing 
threat of eviction for millions of anxious families,” 
said Diane Yentel, the coalition’s president, but she 
called it “a half-measure that extends a financial 
cliff for renters to fall off of when the moratorium 
expires and back rent is owed.”  

- New York Times, September 1, 2020 
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Much like the previously mentioned disparity in 
job losses between the lowest and highest income 
earners, the pending eviction crisis faced by many 
renters stands in stark contrast to the latest 
reported home sales data.  From CNBC.com: 

Pending home sales rose 8.8% in August compared 
to July, reaching a record high pace, according to the 
National Association of Realtors (NAR) survey, 
which dates to January 2001.  Sales were 24.1% 
higher than August 2019… 
“Tremendously low mortgage rates – below 3% - 
have again helped pending home sales climb in 
August,” said Lawrence Yun, NAR’s chief 
economist.  “Additionally, the Fed intends to hold 
short-term fed funds rates near 0% for the 
foreseeable future, which should, in the absence of 
inflationary pressure, keep mortgage rates low, and 
that will undoubtedly aid homebuyers continuing to 
enter the marketplace.” 
Home price gains have been accelerating for the past 
three months, with some large local markets seeing 
double-digit annual increases.  Nationally, the 
median price of a home sold in August (by closed 
sale) was 11% higher compared with August 2019, 
according to the NAR. 
“Home prices are heating up fast,” said Yun.  “The 
low mortgage rates are allowing buyers to secure 
cheaper mortgages, but many may find it harder to 
make the required down payment.” 

-  CNBC.com, September 30, 2020 

This massive disparity of fortune between the 
haves and have nots has come to be known as the 
“K-shaped recovery” due to the divergent paths 
taken by different segments of the population, and 
it doesn’t stop at employment and housing 
security.  Because of the massive rebound in 

stocks from the late March lows (we’ll gladly also point out the strong year-to-date performance of our long-
preferred safe-haven assets gold and US treasuries, as seen on page one) as well as the recent bump in home 
prices, the aggregate net worth of American households grew by more in the second quarter than it lost in the 
first quarter.   

Those Americans that were already benefitting from higher paying jobs and the ability to save and invest have 
fared well, only widening the gap between the haves and the have-nots.  This is a situation that, if left to fester, 
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will surely exacerbate the social tension between 
differing segments of our population, and in the 
words of JP Morgan’s Quantitative and 
Derivatives Strategy team is “simply not 
sustainable long term.”   

Their contention, visible in the bottom chart on the 
previous page, is that the two arms of the K-
shaped distribution will converge in one of three 
ways.  Ideally, a strong fiscal stimulus package 
will provide enough short and medium-term 
support to the bottom half of the distribution that 
once the pandemic is truly behind us, those who 
are currently still struggling, and the economy as 
a whole, will be able to catch up to those of us who 
have been chugging right along. 

A weaker fiscal package would result in a middle-
of-the road convergence scenario, in which those 
on the bottom would receive just enough support 
to improve their current situation, but that 
support would lack sufficient scope to keep the 
economy as a whole from slipping back into 
contraction.  We unfortunately have seen signs of 
this scenario playing out with the tens of 
thousands of corporate layoffs announced in the 
just the past week. 

The nightmare scenario would be a continued 
stalemate and no stimulus bill at all in the fourth 
quarter.  This would obviously be horrible for 
everyone.  As seen on the right, the status quo 
would result in dramatically contractionary fiscal 
and monetary policy, neither of which would be 
cheered by stock markets and could risk tipping 
us into the depression we were able to avoid in the 
spring only through the fast, coordinated action of 
Congress and the Federal Reserve. 

The Federal Reserve itself has admitted that 
additional assistance will be necessary in the 
months to come.  Following their promise to keep 
short-term interest rates near zero for the next 
several years and the expansion of their 
quantitative easing programs, they want 
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Congress to know that they’ve done all they can do and the ball is now squarely in the court of Congressional 
leaders to get a deal done. 

Federal Reserve officials don’t like to wade into political debates, which is why it can be a distress signal when 
they do. 
In normal times, central bankers generally avoid making specific recommendations on hot-button spending, tax 
and other policy matters handled by elected officials, because the want to preserve their autonomy to manage 
monetary policy with limited interference. 
These aren’t ordinary times.  Fed Chairman Jerome Powell has delicately but resolutely said in recent months 
he expects Congress will need to do more to compensate for income losses sustained by unemployed workers and 
revenue holes facing hard-hit businesses and city and state governments because of the coronavirus pandemic. 
Some colleagues have been more outspoken.  “Trouble is brewing with the expiration of these relief policies,” 
Chicago Fed President Charles Evans told reporters in early August after temporary federal unemployment 
benefits lapsed. 
A month later, after little congressional progress on a new financial assistance package, Mr. Evans cited partisan 
politics as a threat to the economy.  “A lack of action or an inadequate one presents a very significant downside 
risk to the economy today,” he said. 

- Wall Street Journal, September 13, 2020 
 

The lack of further stimulus has some concerned that the flood of money will recede before the economy is back 
on its feet.  At his press conference on Wednesday, Powell stressed the need for more fiscal help to keep the 
recovery going. 
“My sense is that more fiscal support is likely to be needed.  Of course the details of that are for Congress, not 
for the Fed, but I would just say that there are still roughly 11 million people out of work because of the pandemic, 
and a good portion of those people were working in industries that are likely to struggle,” Powell said. 
The central banker also said that the improving economic forecasts from the Fed and the private sector often 
assumed another stimulus deal and did not show the path the economy would take on its own. 

- CNBC.com, September 21, 2020 
 

We saw evidence in the spring that direct fiscal support 
for those members of society with the largest marginal 
propensity to consume is the surest way to support small 
businesses and therefore the broader economy.  For that 
reason, it is our position that the size, scope and haste 
with which the next inevitable fiscal stimulus bill will 
weigh more heavily on markets and the economy in the 
weeks ahead than will expectations on the outcome of the 
Presidential election.   

Since 1950 the performance of the stock market in the 
weeks leading to the November election has played a 
demonstrable roll in the incumbent’s fortune.  
Interestingly, the ability of Congress and Treasury to get 
a bill over the finish line in these final weeks could itself 
play a role in the outcome of the election.     
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Election polls and prediction markets have 
been pointing to a Joe Biden win for months, 
with a recent uptick following the first debate 
and this morning’s announcement that the 
President has contracted the coronavirus.  We 
all remember how wrong the polls and 
oddsmakers were in 2016, so the same could 
be true this year, but it will be interesting to 
see how the perceived odds change if we get 
news of a stimulus bill in the offing. 

While we await further news on the 
President’s health condition, the likelihood of 
a new fiscal stimulus bill and any further 
October surprises, our recommendation to 
clients is to avoid the temptation to place a 
binary bet on how the stock market will react 
to these headlines.   

An overweight to gold and US Treasuries has 
served us well this year despite the dramatic 
return of investors’ risk appetite since the first 
round of monetary and fiscal stimulus was 
enacted.  An elevated cash position should 
also provide the ability to ride out, and 
potentially benefit from, the volatility that will 
almost certainly increase throughout the 
closing months of this wild year.   

We would like to thank you for reading our thoughts and invite you to please contact us with any questions or 
concerns.  Please stay safe and try to stay sane through the remainder of the fall.  All the best! 

Sincerely, 

 
 
Clay Ulman, CFP®    Jim Ulman, ChFC, CLU, MBA 
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*The Standard & Poor’s 500 Index (S&P500) is a capitalization-weighted index of 500 stocks designed to measure 
performance of the broad domestic economy through changes in the aggregate market value of the 500 stocks representing 
all major industries.  The Dow Jones Industrial Average (Dow) is a price-weighted index of 30 significant stocks traded on 
the New York Stock Exchange and the Nasdaq.  The Nasdaq 100 Index is a basket of the 100 largest, most actively traded 
US companies listed on the Nasdaq stock exchange.  Indices such as the S&P 500 Index, the Dow Jones Industrial Average 
and the Nasdaq 100 Index are unmanaged, and investors are not able to invest directly into any index.  Past performance 
is no guarantee of future results.   

The opinions voiced in this material are for general information only and are not intended to provide specific advice or 
recommendations for any individual.  To determine which investment(s) may be appropriate for you, consult your financial 
advisor prior to investing.  The economic forecasts set forth in the presentation may not develop as predicted and there can 
be no guarantee that strategies promoted will be successful.  All investing involves risk, including loss of principal.  No 
strategy assures success or protects against loss. 

All indices are unmanaged and cannot be invested into directly.   

 

 

 

 

 


