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Catch Your Breath 
Welcome to July folks! Tuesday closed out 2Q20 and staying invested through 
all the ups and downs was key. The S&P index rose 20% last quarter, marking 
the best quarterly performance in almost 22 years thanks to proactive and 
aggressive actions by the Fed and better than expected economic data. While 
we are encouraged, our battle with COVID outbreaks in the US continues and 
could make for more tepid growth going forward. We anticipate 3Q will be 
filled with more choppy sideways trading that (hopefully) moves gradually 
upward. Earnings will kick off in a couple weeks and as the election looms ever 
closer, we could see even more market volatility and sentiment shifts. For 
now, we are taking a breather from what’s been a very eventful first half of 
the year.  

Economic Data Looking Better Than Expected 

Globally, economic data is improving. Manufacturing sectors have returned to 
growth in France, the UK, Malaysia, Vietnam, Australia and Ireland. The US 
ISM June Manufacturing Survey rose to 52.6 from 43.1 in May, this was the 
strongest 1-month increase since August 1980 (numbers above 50 indicate 
expansion). While unemployment still remains high, with continuing claims at 
nearly 20 mil., it’s trending downward. The ADP National Employment report 
showed the nonfarm private sector created 2.4 mil. jobs in June, 70% of those 
in leisure, hospitality, trade and construction industries.  Consumer and 
business sentiment continue to gain ground.  

Re-openings Paused in Many Hotspot States 

Unlike Europe and Asia where cases have peaked and are declining, the US 
virus curve continues to rise. The US is now seeing over 40,000 cases of COVID 
a day and could hit upwards of 100,000 daily cases according to Anthony Fauci 
if people continue to ignore guidance of social distancing and facemasks. 
Many states are choosing to pause reopening plans because of outbreaks, this 
is much different from a nationwide shutdown that halts the economy. 19 
states have paused plans including AZ, CA, TX, NJ and MI to name a few; most 
are holding out on opening bars or serving alcohol, as the 18-49 year age 
bracket has seen the greatest increase in cases. FL stopped alcohol sales but 
won’t mandate masks.  NY has expanded its quarantine to include several 
states including California. Americans continue to be barred from entering the 
European Union. 

Winners and Losers, What’s the Score?  

The S&P may be up over 20% this past quarter, but not all sectors are equal. 
Technology, consumer discretionary and communications all outperformed 
the S&P. In fact, technology is now above the February highs. Companies that 
dominated these sectors have been coined “Stay at Home” stocks -- Amazon, 
Netflix, Facebook, Apple have all outperformed substantially. On the flip side, 
utilities, industrials, financials and energy all lagged the S&P in performance, 
these sectors collectively fall under the Value category. As we’ve mentioned in 
previous editions of “2 Cents”, Value has historically performed well during 
the initial stages of growth following a recession as well as in higher growth 
environments (GDP over 2.5%). When managing investments, recognizing 
when something is expensive or cheap is paramount. While we cannot always 



time the market correctly, we are actively managing portfolios to reduce risk 
while maximize returns.  

Election on the Horizon… 

We are inching closer to the presidential election and the market will soon 
begin pricing in the likely outcome. A widely held view is that market 
performance could be dampened if the democrats win -- we aren’t so sure of 
this; it’s important to note there are other significant head and tail winds 
effecting the market this time around. We had the pleasure of listening to 
Libby Cantrill, head of public policy for PIMCO this past week. Some key 
takeaways: 1) this will likely either be a status quo election, or a democratic 
sweep (presidency, house, senate); 2) it is difficult to raise taxes, so even if the 
democrats win, tax raises may not be as extreme as expected (could likely go 
to 25% not 35%); 3) US/China relations are a bi-partisan issue; and 4) in past 
elections where the economy is slow, the incumbent has lost.  

PLANNING 

House Passes Extension of Paycheck Protection Program 

Yesterday, the House and Senate both passed an extension of the Paycheck 
Protection Program (PPP), though it still needs a presidential signature. This 
Bill extended the timeline to apply for forgivable loans to Aug. 8. There’s still 
about $130 bil. of the original $670 bil. up for grabs. Further legislation could 
be in the works for small businesses with less than 100 employees to take a 
second PPP loan.  
 

Credit Card Rewards Are Changing with the Times 

Do you outfit your wallet with several credit cards to rack up the rewards? 
Have those rewards primarily been in travel related categories? There’s no 
time better to rethink those rewards than now. While many credit card 
companies like American Express are waiving renewal fees on high perk cards 
like its Platinum Card to keep you around another year, there are other cards 
out there with rewards more fitting to these times. Travel spending is down 
85% and grocery, home improvement and food delivery have sky rocketed. 
Some companies are offering credit cards with cash back on groceries and 
streaming services (Netflix, Disney, Hulu, etc.). We are not promoting racking 
up credit card debt, however we are encouraging you to do a little research 
on your current perks, as there might be something better suited to your new 
lifestyle!  

 
We hope you are enjoying this time with your family and staying healthy. 
While it’s full of challenges, we hope that you are finding some of the silver 
linings out there. We wanted to update you once more with some of our 
teams’ personal discoveries;  
 

• Kristin: Started trail running and worked up to a half marathon! 

• Kevin: Home projects are never-ending, and landscaping is back 
breaking work. 

• Michelle: Bought a bike and have become pretty good at haircuts! 

• Brett: DIY CrossFit and biking on Mt. Diablo. 

• Joann: Hiking hills with long grass (unaware of snakes…) and 
gardening! 

• Adrienne: Purchased a sewing machine and started sewing.  
 



Kristin & Team  
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made will come to pass. The email does not constitute investment advice.  

 


