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We believe in the old saying: a picture’s worth a 

thousand words. Here, we aim to recap recent market 

action and provide some perspective to investors. 

October 2020 

REVISITING THE STIMULUS DEBATE AND OUR TEPID ECONOMIC RECOVERY 

I wrote in July that the biggest near-term risk to the economic recovery (and ultimately markets) was the fate of additional 

coronavirus fiscal stimulus over the coming months. Well, July might as well be a lifetime ago given all that has occurred, but 

with the on-again, off-again (and on-again and off-again) debate over more stimulus, it feels timely to readdress the issue. 

The CARES Act was highly successful as an income-replacement program—it put money in pockets of people who needed 

it the most, and quickly. These were the folks whose employment was directly affected by the pandemic—hairdressers, 

flight attendants, bartenders. On the economic side, stimulus helped keep retail sales afloat, and actually raised aggregate 

incomes. The idea being that as the temporarily laid-off return to work, the economy can continue on its pre-virus path. 

The problem is that we are still in a pandemic, and for many companies, previously labeled “temporary” layoffs are fast 

becoming permanent. Just look to Disney, MGM, and others. While the headline unemployment rate continues to improve, 

the number of permanent job losers continues to rise (as seen below), and at a faster rate than previous recessions.  

 

In my opinion, this is one of the most important charts in the world right now. The more lasting, permanent effects from the 

pandemic, the longer the true recovery will take. Permanent layoffs take productive workers (and future spenders) out of 

the market—hindering our recovery, putting more long-term burden on the government, and negatively affecting the lives 

and psychologies of millions. As our partners at Strategas have said, “the easy part of the recovery may be over.” 

For the time being, however, the economy is holding on (perhaps this positive outcome is actually hindering progress in 

Washington, but I digress). Per Strategas, “timely data in September has been mixed, but…patchwork stimulus (executive 

orders, etc.) and personal savings have helped to extend a bridge to consumer spending in recent months.” 

Bottom line: more stimulus may not be 100% necessary, but lawmakers are taking a risk by kicking the can down the road. 

Despite all the noise around the election, it is still the virus that controls our fate. And with a viable vaccine still 

months away (on the best-case timeline), a full reopening seems unlikely. By that calculus, it is the size and speed of 

whatever stimulus is passed that will likely dictate the path of our near-term economic recovery. 

In the Markets Now 
To stimulus or not to stimulus? 
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert 

W. Baird Limited holds an ISD passport. 

 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   


