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Objects In Mirror Are Closer Than They Appear 

Our nation is now only 11 days from the 2020 elections. Last night the country endured the second and final 

debate between President Trump and former Vice President Biden. Despite a more policy-oriented and orderly 

discussion, we believe few, if any, potential undecided voters have reassessed intentions. Prediction markets 

continue to suggest Biden is 24 points ahead of Trump, while more traditional polling data give Biden a more 

modest 8-point lead. 

But we remind investors that back in 2016, 11 days before the election, prediction markets gave former Secretary 

of State Clinton almost a 75-point margin over then-nominee Donald Trump.  Further, more traditional polls put 

the odds of a Clinton Presidency at over 70%, and as high as 99%, with as much as a 4-point lead 11 days before 

November 8th, 2016. So as our title suggest, come November 3rd, we believe many elections, including the White 

House, may be closer than they appear.  And just like in a car, investors need to proceed with caution.  

As a result, we continue to field calls from clients seeking direction in what is perhaps the most uncertain period 

for investors since the beginning of the COVID pandemic. On the one hand, increased COVID relief measures, as 

well as other government fiscal spending programs could work to support owners of small and medium-sized 

businesses. And while an increase to the minimum wage could help drive disposable income higher and further 

support growing retail sales, it is unclear how a nation-wide minimum wage increase would impact small business 

owners who are already struggling to make payroll. Also, a “blue wave” could increase individual, corporate, and 

capital gains taxes, which could limit spending, suppress profit margins, and cause owners of equities to sell down 

stocks (more so than during the typical tax-loss harvesting at year-end). But it is unclear how quickly the TCJA of 

2017 would be eliminated or if there would be a phased sunset and thus allowing for fiscal stimulus to take hold.   

Adding to these considerations, if polls start to tighten again, markets could begin to re-price the notion of a 

contested election. As a reminder, the 2000 Bush/Gore court battle cost investors as much as 8-9% in the S&P 

500. So with only 11 days left to election day, we are finding our crystal ball is not so crystal clear, and the decision 

tree associated with election outcomes and investment opportunities has added several branches. Equity volatility 

has ticked higher since the beginning of the month and is almost 2x that of pre-COVID levels. Also, the 10Yr TSY 

has backed-up to about 0.85%, which is the highest level since June 2020.  

Earlier this month, we suggested that the near-term vector for the equity market was higher, and S&P has done 

just that. But we also emphasized the “near-term” nature of our trading call. Now we sit 11 days away from an 

election, which may introduce clear and quantifiable economic and capital market risk. So now we take our trader 
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We continue to preach the notion of “big mistake vs. little mistake” for longer-term investors. The “big-mistake” 

would be to brazenly invest capital in either direction, either 100% to bonds or 100% to equities. Equity valuations 

are rich, and bond yields are still among the lowest in history. So leaning too hard into either asset allocation, 

could expose investors to being offside near-term. So a more prudent notion, but exposing investors to a 

potential “little mistake,” is to hedge out equity risk with fixed-income exposure and cash. While a more balanced 

position would work to offset any run in equities or bonds, we believe that limiting downside risk should be 

paramount over the next 2-3 weeks. We’d love to hear your thoughts ! 

 

https://uk.reuters.com/article/health-coronavirus-usa-pelosi/pelosi-says-covid-19-relief-bill-must-have-strong-bipartisan-support-idINKBN2772C2
https://en.wikipedia.org/wiki/Tax_Cuts_and_Jobs_Act_of_2017
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Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and 
do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any investment 
area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only 
be provided by qualified tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not 
guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state or federal agency), 
are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount invested. Portfolios 
are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less 
subject to governmental supervision than in the United States. The values of foreign securities can be affected by changes in currency rates, application of foreign 
tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks, charges, and 
expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be obtained from your investment 
professional. Please read it before you invest. Investments in ETFs are subject to risk, including possible loss of the principal amount invested. This information 
is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast Private Client Group’s approval. 
S&P 500 Index is a market index generally considered representative of the stock market as a whole. The index focuses on the large-cap segment of the U.S. 
equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively 
traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the performance 
of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market capitalization. NASDAQ Composite Index is a 
market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's 
security affects the index in proportion to its market value This commentary contains forward-looking statements and projections. Actual results may differ from 
current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance. 
Northeast Private Client Group makes no representation or warranty, express or implied that this information shall be relied upon as a promise or representation 
regarding past or future performance. This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such 
opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are unmanaged, and one cannot invest directly in an 
index. Data and rates used were indicative of market conditions as of the date shown. Opinions, estimates, forecasts, and statements of financial market trends 
are based on current market conditions and are subject to change without notice. Securities products and advisory services offered through Park Avenue 
Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-owned subsidiary of The 
Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private Client Group is not an affiliate or subsidiary of PAS or Guardian. 
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