
2 CENTS | 12TH EDITION 
 

September 2, 2020 

 

Kristin Bartlow, CFP®,  

CLU®, RICP®, ChFC® 

Wealth Management Advisor 

925-296-5411 

kristin.bartlow@nm.com 

 

Kevin Rinow, CFP®, CLU®, 

RICP®, ChFC® 

Lead Advisor  

925-296-5413 

kevin.rinow@nm.com 

 

Michelle Ross 

Dir. of Investments 

925-296-5162 

michelle.ross@nm.com 

 

Brett Agnew, CFP® 

Dir. of Planning  

925-296-5416 

brett.agnew@nm.com 

 

Joann O’Shea 

Dir. of Insurance Services 

925-296-5408 

joann.oshea@nm.com 

 

Adrienne Conrad 

Executive Assistant 

925-296-5412 

adrienne.conrad@nm.com 

 
 

Market Higher on Optimism 
The S&P ended August +7% for the month, its best August performance since 
1986. YTD the S&P is +8.3%, while the DJI is now sitting a hair shy of 
breakeven on the year. Volatility has crept up ever so slightly in the past few 
days but has been fairly steady below the 25 level for the past month, (index 
high was over 82 in mid-Mar near the market bottom). There’s quite a bit of 
noise to filter through out there, but overall, the market has moved higher on 
favorable economic data, government stimulus, vaccine headlines and Fed 
policy.  

Most Economic Data Encouraging but It’s a Very Delicate Balance 

During August, initial jobless claims continued to decline, the unemployment 
rate now stands at 10.2% (Apr was 14.7%). The purchasing managers index, 
which provides a snapshot of the health of the economy, is indicating 
expansion and housing data has been strong. We must remember; however, 
we are coming off a low base and government stimulus to date has been 
instrumental to the recovery. Large layoffs at MGM Resorts, Coca-Cola, major 
airlines, Boeing, NBC Universal, L Brands, Schlumberger and LinkedIn to name 
a few could prove permanent if the recovery drags on. A much-anticipated 
new stimulus package has hit quite a few roadblocks as details continue to be 
debated on both sides of the aisle. The additional $600 in unemployment 
benefits dropped to $300 at the end of July, August Consumer Confidence was 
lower, and we await consumer spending for August to know the impact. 
Meanwhile in Europe, real-time economic data is showing momentum is 
slowing, particularly in hotspots like Spain.  

Fed Shift in Policy  

Last week the Federal Reserve drastically changed its policy framework on 
inflation. The Fed will now allow inflation to naturally creep higher, the 
inflation target viewed more as an average, allowing the economy to outpace 
it at times as well as fall short. The intent is to boost economic growth by not 
raising interest rates as soon as the economy looks to be heating up. The 
underlying message was that the Fed would allow interest rates to stay low 
for a very long time. The potential impacts of this shift are far reaching, but 
low interest rates mean stocks are encouraged to soar and fixed income yields 
may remain low.  

Election Heating Up and Could Lead to Some Market Volatility  

We are now just shy of two months from the presidential election and we 
expect to see some market volatility begin to ramp up. Biden is leading in AZ, 
FL, MI, NC, PA and WI. Further, Biden’s lead AZ has widened, he now leads by 
10 points there according to Newsweek. A Biden win has the most immediate 
impact on taxes as he plans to reverse many of the Trump Administration’s 
tax cuts to fund climate, education and healthcare plans. We note that Biden 
would likely need a full sweep of the House and Senate, as well as bi-partisan 
support to implement all the changes. Altogether, these tax increases are 
expected to raise $3.5-$4 trillion over the next 10 years and could moderately 
reduce the anticipated size of the US economy1. Specifically, Biden would 

 
1 Kessler, G (8/31/20), Joe Biden’s claim that he won’t raise taxes on people making less than $400,000, Washington Post 



restore the individual tax rate from 37% to 39.6%, raise the corporate tax rate 
from 21% to 28% and treat capital gains like ordinary income. Those making 
over $400K would also be subject to a 12.4% social security payroll tax.  

DJI vs. S&P: Understanding the Difference  

It’s hard not to notice the outperformance of the S&P over the Dow Jones 
(DJI), there is an 8% point spread between the two, the widest gap since 
19322. This difference can be explained by growth vs. value. As we have 
mentioned in previous editions, growth tech stocks (Facebook, Amazon, 
Apple, Netflix, Google, etc.) continue to dominate the market cap weighted 
S&P and drive performance while the price-weighted DJI has more weighting 
to value-oriented banks, airlines and industrials. Value has historically 
outperformed when GDP is in the early stages of the growth cycle.   

 

PLANNING 

Mortgage Surcharge by Fannie/Freddie Beginning Dec. 1 

Mortgage rates have been at historically low levels for the last few months. 
There is, however, going to be a new surcharge of 0.5% of loan value as of Dec 
1. Fannie/Freddie, who shore up roughly half the $11 trillion mortgage 
market, are facing a $6 billion charge for dealing with the pandemic, including 
loan losses. If a refinance is still on your to-do list, be sure to keep that Dec. 1 
date in mind. The charge on a $500K loan for example, would be $2,500.   
 

SEP IRA Contributions 
This is a friendly reminder for those of you who have filed a tax extension, you 
have until 10/15/20 to make your final 2019 SEP contributions.  
 
 
That’s all we have for you this month! Stay safe out there! 
 
Kristin & Team  

 

 

 

The opinions expressed are as of the send date and subject to change. There is no guarantee the forecasts 

made will come to pass. The email does not constitute investment advice. Past performance is not a 

guarantee for future results. 

 

 
2 Wursthorn, M., (8/30/20), Revamped Dow’s gap with S&P set to widen, Wall St. Journal 


