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Hello New World, Update # 7 
05/08/2020 

 

It has been two weeks since my last update. Welcome to the grind. Phase one of possibly 

four phases of this whole virus thing is likely behind us. Phase one: the initial shock of the 

unknown, Phase two: the grind of the reopening of the economy and learning to live with the 

virus. Phase three: the solution, Phase four: back to enjoying living without fear. 
 

The number of infected is still rising but at a much reduced pace. The USA crossed one 

million infected on May 5th and 75,000 deaths on May 8th. In the greater Houston area, over the 

last two weeks, active cases are up 27%, while recoveries and deaths both increased by 82%. As 

of today the numbers are as follows: 12, 511 total cases of which 7,586 are active, with 4,602 

recoveries and 323 deaths. All of this since the first case was reported on March 4th, just two 

months ago. 
 

Since my last update, approximately one-half of the states are at least partially allowing 

their economies to reopen. Therefore we are now hearing more about the wave theory. Will there 

be a second wave, a third wave? Will the reopening or will the colder weather of fall/winter 

reinvigorate the virus? No one can accurately answer such questions, but they are important 

questions. Reopening is obviously a risk. It is only logical to assume that infections should rise 

as more people are out and about and in closer contact. But what if we do not reopen? How many 

factories, restaurants, small businesses and professional practices have already been financially 

squeezed to the point that they will never reopen. We don’t know. What we do know is that there 

are many that will never reopen and that their numbers are growing daily. We know that car 

payments and rents are not being paid and some food lines have been measured in miles. We are 

damned if we do and damned if we don’t. There is no risk free, painless choice available, so 

welcome to Phase two, The Grind. This will likely be the longest of the four phases of COVID-

19, measured in time and possibly in turmoil. In Phase one we learned a lot about the virus. For 

example, we know that it is more contagious but less deadly than the original guesstimates. 

Phase two, I’m guessing will last six months at least, and maybe a year. Psychologically this may 

be the most difficult period. As a society, we should view this next number of months with a 

sober reality, and our actions should reflect this. But we won’t. You and I will, I hope, but 

society at large, no way. So we will carry on, day by day, ever aware of the lurking potential 

danger. We will likely have friends or acquaintances who become infected. We must adapt and 

learn to live with it. I can almost promise that we are going to get really weary of all of this 

before it gets really better.  



 

There is an old saying, “Sell in May and go away.” Stocks are now entering their off 

season. It’s an uncanny and unexplainable occurrence, but for most developed stock markets, 

going back 50 years or more, returns are usually stronger in the winter months (November to 

April) and weaker in the summer months (May to October). In my opinion, the stock market 

currently has clearly gotten ahead of itself. In fact, as fundamentals have crashed, stocks have 

advanced. In the past two weeks: S&P 500 is up 3%, the Global Dow is also up 3%, the Russell 

2000 is up 7.5%, the OSX (oil service) is up 8 % and the XAU (precious metal miners) is up 4 

%. Meanwhile consumer spending dropped 7.5% in March, the largest one month drop in 

records going back to 1959, with most of that decline occurring in the second half of the month. 

April is expected to be much worse. Over 33 million Americans are now out of work. April’s 

jobless rate was reported at 14.7%, up from 3.5% in February.  In April, 7.3 % of all U.S. home 

mortgages entered six month no payment forbearance plans. More companies have suspended 

their dividends so far this year than in the previous ten years combined. Bank of America 

estimates third quarter Gross Domestic Product (GDP) to fall 30%. 30%! I could go on and on, 

but you get the point. If “misery loves company” you may want to know that Europe is generally 

posting even worse numbers. 
 

Here is the big one though. The U.S. Conference Board of Consumer Confidence 

registered its largest monthly decline since Watergate, December 1973. What’s crazy though is 

that the forward number, looking just six months out was bullish again. Therefore it seems 

obvious to me that John Q Public has not given this whole thing much rational thought. They 

apparently believe, or want to believe (acting on emotions is not good) that we are going to skip 

right through Phase two and Phase three and arrive at Phase four (more or less the way things 

were) within six months. Their expectations and hopes are simply unrealistic.  Have they set 

themselves up for disappointment? So as the fundamentals are crashing, stocks seem to be 

meandering upwards. If this continues, the “reality gap” will soon be the widest ever 

experienced. “Sell in May and go away?” I still believe the buying opportunity is ahead of us.  
 

The Fed’s balance sheet is now estimated to exceed $11 trillion by year end, up from $4 

trillion two months ago. Congressman Andy Biggs from Arizona said U.S. debt could reach $28-

30 trillion by the end of the Government’s fiscal year, this September 30th.  Just this January, 

The Congressional Budget Office warned us that we could reach that debt level within ten years 

and that such a rise would be “unsustainable.” What will they say now? In an attempt to 

comprehend the enormity of one trillion, check this out. One billion seconds ago was 1988, but 

one trillion seconds ago was 30,000 B.C.! Seven trillion one dollar bills (the current amount of 

the Fed’s balance sheet) stacked one on top of the other, would almost reach from the Earth to 

the Moon and back! 



 

 Never has so much extra constitutional power been placed in the hands of so few in such 

a short period of time.  Also, the opportunity for financial corruption has never been greater. 

After all, who and how can anyone keep track of the +/- $10 trillion that has been authorized just 

in the past couple of months. Money and power are there for the taking like never before. I have 

been noticing the different ways that various mayors, governors, judges and others in high places 

have handled this extra authority. Many have delegated or voluntarily relinquished it as was/is 

appropriate while others have seized it and want more.  
 

 Does it make any sense at all to release felons from prison and then put in jail a beach 

walker, a surfer, a hiker or a hair salon owner? Please pay attention to the actions of these 

people, as they are revealing their true colors. Come Election Day, I hope the power hungry and 

corrupt budding tyrants get fired.  All of our votes will be important.  
 

 We will get to Phase four.  Things will eventually return to more or less normal.  My 

concern is that the time needed to arrive there, may well be beyond most people’s expectations.  

My intent is not to be negative, but rather to express to you the truth and my substantiated 

opinions.  You can continue to count on Texas Wealth Management as we face these changing 

challenges.    
 

Mahalo and Stay Safe! 
 

 

Sincerely, 
 

 

Michael W. Hesse, CFP, CLU, ChFC, CPFA 

Texas Wealth Management LLC, Managing Member 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclosure: The view expressed herein are solely those of Michael Hesse and not necessarily the opinion 

of FSC Securities Corporation. 


