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POST ELECTION EXECUTIVE SUMMARY  

NOVEMBE R 16,  2020 

 

Prior to the election, market narratives coming out of Wall Street had Democrats 

winning the Presidency, Senate, and House of Representatives. In Wall Street’s mind, this 

was not ideal, but acceptable. The Green New Deal, Medicare For All, and taxation of the 

wealthy were within reach along with the perception of outsized spending to come. 

Spending was the positive in Wall Street’s mind. Progressives eagerly anticipated the rest. 

Since then, the election has been mostly decided and hope regarding COVID-19 has 

arisen. Positive vaccine news from Pfizer was released over last weekend. Sunday night 

market futures indicated a huge rally to come on Monday the ninth. That rally was realized, 

with a second boost today spurred by similarly favorable news from Moderna. If the Georgia 

runoffs give Mitch McConnell the Senate, then divided government would give the 

appearance of restraints on government relief spending. Added to the ostensible end of 

COVID-19, this could result in a booming economy. How much better could it get in Wall 

Street’s mind?  They would consider this best of all worlds.  

More happened in the market last Monday. Because of all the above news, momentum 

stocks had their greatest crash in history. At the same time, value stocks had one of their 

largest thrust advances in history.  FAANG stocks (Facebook, Apple, Amazon, Netflix, and 

Google) and momentum favorites like Zoom, Peloton, Teladoc, along with other sectors that 

had gone parabolic, took it on the chin. Blue chips like JP Morgan, Marriott, Boeing and the 

return-to-work stocks were up anywhere from 20-40% in one day.  

As so often happens on Wall Street, the narrative will change to fit the circumstances. In 

my mind, it’s about reversion to the mean. Momentum has outperformed value for the last 

ten years in the low interest environment we’ve had. Growth stocks command a premium in 

a low interest world.  In order for the growth narrative to continue, interest rates near zero 

will have to be around for a long time to come—possibly until the economy gets back to pre-

COVID days. Nobody knows when that will be.   

Markets did not recover this year because of economic reality. Central banks of the 

world get the credit for that because of their trillions of dollars’ and other currencies’ worth 

of money printing. In the near term, until a vaccine is widely distributed and COVID-19 

conquered, the two other most important factors going forward are continued monetary 

stimulus and then fiscal stimulus coming from the US government after January. The 

economic damage caused by COVID-19 needs to be contained. When that happens, and how 

many more trillions of dollars are to be printed up, are unknown. The bad news sometime in 

the unforeseeable future is when the money train can no longer be counted on to come down 

the tracks from Central Banks. 
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This market is as dangerous and fragile as it’s ever been. Price increases since March did 

not come about because of any fundamental change in the economy and earnings, but 

because of the torrent of money coming out of a fire hose from Central Banks. The value 

thrust last Monday was so powerful during the week that the switch to value narrative may 

now have taken on a life of its own. Big blue chips that have underperformed for years are 

set to outperform for a long time, very much like during the years 2000-2010. 

Our strategy for now is to be flexible with both Value and Momentum. For clients with 

sizable cash balances, we recommend buying index ETFs at oversold levels and selling on 

rallies. SPY (SP500 ETF) and DIA (Dow Jones Industrials ETF) represent value and QQQ 

(Nasdaq 100 ETF) represents growth and momentum. 

 


