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MWM Quarterly: Q3 2020

Greg's Glimpse:

A Summer to Remember…or Forget

As I peer through the haze/smoke/awfulness outside my office, I cannot
help but draw parallels to our current investment and political worlds. I
think those are trees across the street, I know a hill is around here
somewhere! 

As we enter what we hope is the start of a new phase of our battle against
COVID-19, the vaccination phase, it is still hard to comprehend how far
we have come on the equity (stock) markets. Amid this global pandemic
and a presidential election cycle which is unpredictable, at best, the Dow
Jones Industrial Average is down approximately a couple percent, the
S&P 500 is up a little over 4%, and the NASDAQ is, incredibly, up
approximately 25%! 

What has escaped many investors is the performance of bonds. When
interest rates go down, bond values go up (the inverse is true, even though
it has been somewhat non-existent for years!). The BBG Barclays US
Universal Bond Index is up over 6% this year. In 2020, the bond safety we
hold in portfolios is adding strongly to overall returns. With the Fed
pledging to hold interest rates steady (low), bond returns will level off, as
the mutual funds reinvest into lower interest paying bonds. However, the
other side of that pledge gives us hope that bond values will not be off
tremendously in the near future, as interest rates do not look to rise any
time soon. That will change, however, as interest rates can be very
unpredictable, so we continue to believe you must hold bonds of both
short and mid-range maturities, and higher quality. We generally view
bonds as ballast in the portfolio, not a return booster (even though they
have been this year).

As I alluded to, the 4th quarter for the US Financial Markets could be one
of the most eventful in history. Here is what should/could/will happen:

Fiscal Stimulus: Congress is working on another stimulus for the US
economy. Talk is settling on a bill getting through congress around $1.5
Trillion dollars. This would put total support for the economy, from both
Fiscal (government spending) and Monetary (Federal Reserve) policy at
over $7 Trillion, well over a full quarter of US Gross Domestic Product
(GDP).

2020 Presidential Election: regardless of your politics, the best, very best,
party neutral outcome for financial markets is that we have an elected
president within a week after the election (mail in ballots will certainly delay
the final vote). If it is contested much beyond that, I believe financial
markets will begin to breakdown. (Below, I have included a wonderful
piece by Capital Group on financial markets and elections, very
insightful.)

Vaccine: the race to the moon (as many have put it) should be coming to
a close, as several potential vaccines near the end of their trials. How do
we get this to nearly 8 billion people around the world? That will be another
moonshot, but it is certainly true that citizens of the US will be near the
front of the line.

I am now literally going to cut and paste my statement from last quarter, all
of the above is why we have diverse portfolios, holding stock mutual fund
portfolios made up of large stocks, small stocks, domestic stocks,
international stocks, and, for clients in or near retirement, bonds and fixed
income of predominately higher quality and income producing. We strive
to manage money for our clients in all markets and economic
environments. That statement is true today, as it was three months ago, as
it was three years ago, as it will be three years from now.

As always, thank you for being such wonderful people to work for. Rick,
Alyssa and I feel very fortunate to have a group of clients that are truly
enjoyable to speak with every day. Please do not hesitate to reach out with
any questions or concerns. 

Have a wonderful fall and happy holidays! (Wow, it is that time of year!)

*****************************************************************************

Content in this material is for general information only and not intended 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.

All investing involves risk including loss of principal. No strategy assures
success or protects against loss. 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.

The economic forecasts set forth in this material may not develop as
predicted and there can be no guarantee that strategies promoted will be
successful. 

Guide To Investing In An Election
Year

Presidential elections can be divisive and unsettling. At times, the fate of
the world seems to hang in the balance. But when it comes to investing, do
elections really matter all that much? Read below to find out. 

Read full article here!
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