
The U.S. economy has continued 
to recover from the depths reached 
during the COVID-19 shutdowns. The 
“easy” gains may have been made 
as we transitioned from shutdowns 
and stay-at-home orders to resuming 
many normal activities. However, a 
complete recovery is unlikely until 
the pandemic is fully contained. 
Encouraging news on vaccines and 
treatment options provide hope that 
2021 will be a better year. Asset 
prices continued to recover during 

the third quarter of 2020 despite the 
near-term uncertainty surrounding 
the election, the timing of a potential 
phase four stimulus deal, and the 
recent uptick in COVID-19 cases.

COVID-19 
The U.S. saw a surge in COVID-19 
cases during September. The rising 
cases and the indications of growing 
outbreaks across much of the country 
are particularly troubling as the 
weather turns colder and people spend 

more time together indoors. The U.S. 
reported more than 44,600 new cases 
on October 11 and the seven-day 
average rose to over 49,200 new cases 
per day, up more than 14% compared 
with the prior week. Another worrying 
trend is that the positivity rate is on the 
rise across the country and is an early 
indicator of a growing outbreak that will 
lead to more cases.

It's been more than six months 
since the World Health Organization 
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first declared COVID-19 as a 
pandemic, and drug companies 
and governments started working 
at record speed to come up with a 
vaccine. Currently there are more 
than 170 vaccines in development 
across the world; hopes are high that 
one will be ready in record time to 
ease the global crisis. 

Four of the most promising 
candidates have moved into Phase 
3 clinical testing. Despite some 
trials being halted, companies still 
believe that their vaccines will be 
ready before the end of the year. 
Once a vaccine gets approved, it 
will initially be in short supply while 
manufacturers scale up production 
and health-care workers, older 
people and those with pre-existing 
diseases are likely vaccinated first. 

 Our View 
While the path of the virus remains 
uncertain, we believe that the 
continued progress in testing, 
treatment and vaccinations will 
lessen the impact of COVID-19 on 
the economy.  We expect progress 
on the medical front to continue, 
though a timeline to a widespread 
distribution of a vaccine will likely 
not occur until 2021, leaving 2020's 
economic progress still vulnerable to 
pandemic outbreaks.

FISCAL STIMULUS 
As of October 14, House Speaker 
Nancy Pelosi and Senate Majority 
Leader Mitch McConnell have dug 
into their opposing stances on 
COVID-19 relief, effectively killing off 
chances for a pre-election stimulus 
for the economy. While Pelosi and 
Treasury Secretary Steven Mnuchin 

continue to talk, Mnuchin said that 
approving a large fiscal package 
before November 3 will be difficult. 
The two sides remain far apart on 
several issues including the total 
amount, the deployment of health 
care aid, how to apportion tax 
credits and assistance to state and 
local governments. Congress could 
turn to piecemeal legislation to get 
relief packages approved, but those 
are likely to provide a very limited 
amount of relief.

 Our View 
Federal Reserve (Fed) Chair Jerome 
Powell has pushed Congress 
for additional fiscal support to 
supplement monetary stimulus. The 
Fed only has the power to lend, while 
Congress has the authority to spend. 
Chair Powell stated that if additional 
fiscal stimulus is not presented, jobs 
could be harder to find, evictions and 
foreclosures will increase, and the 
economy could suffer long-lasting 
damage. We expect that Congress 
will eventually reach an agreement, 
but at this point it may not happen 
until after the election.

FEDERAL RESERVE 
In August at the Jackson Hole 
Symposium, Fed Chair Powell 
announced two key changes to the 
Fed’s framework for achieving its 
dual mandate of stable prices and 
maximum employment. First, the Fed 
will adopt a flexible form of average 
inflation targeting such that it will aim 
to achieve inflation that averages 2% 
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Source: TC Wealth Partners, COVID Tracking Project.

EXHIBIT 1: CORONAVIRUS 7-DAY ROLLING AVERAGE
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over time. Second, the Fed changed 
its statement to say that monetary 
policy decisions will be informed 
by assessments of the shortfalls 
of employment from its maximum 
level rather than deviations from its 
maximum level. 

The announcement by the Fed did 
not come as a huge shock since it has 
been reviewing how best to achieve 
its dual mandate for a year-and-a-half. 
The Fed now believes that a strong 
labor market can be sustained without 
causing an outbreak of inflation.

At the September meeting the Fed 
did not change interest rates but 
maintained its monthly purchase rate 
of $80 billion for Treasury securities 
and $40 billion for mortgage-backed 
securities (MBS). After the meeting 
the Fed chairmen reaffirmed that they 
are committed to using its full range of 
tools to support the economy, and that 
he expects interest rates to remain low 
through 2023.

 Our View 
Given that inflation is below the 
Fed’s 2% target and unemployment 

is high due to the COVID-19 
pandemic, we believe the changes 
made by the Fed are not likely 
to have a big, immediate impact 
on monetary policy decisions. 
We continue to believe that the 
accommodative central bank policy 
is the key factor underpinning  
global markets, and the Fed will 
continue to use all its tools to 
support the economy. 

EARNINGS 
The overall earnings picture has 
been steadily improving over the 
last three months as key portions 
of the U.S. economy have started 
coming out of the pandemic-driven 
lockdown. The expectation is for 
total S&P 500 Q3 earnings to decline 
-22.8% from the same period last 
year on -2.9% lower revenues. 
Analysts have had a difficult time 
developing their estimates this 
quarter because companies are 
continuing to withhold their earnings 
guidance. 

According to FactSet, there 
are currently only 67 S&P 500 
companies that have issued EPS 
guidance for the third quarter and 
that number is well below the five-
year average of 104. If 67 is the final 
number for the quarter, it will mark 
the second lowest number of S&P 
500 companies issuing quarterly EPS 
guidance over the past ten years, 
trailing only the record-low number 
of 53 in the last quarter.

 Our View 
We continue to closely watch the 
impact of the pandemic on corporate 
profits. The impact was dramatic 
during the second quarter, with 
S&P 500 earnings declining -30.6% 
compared to the year-ago quarter. 
However, these results proved to 
be a positive surprise relative to 
expectations as analysts had been 
looking for a -43.1% drop heading 
into the quarter. Assuming the 
economy doesn’t face another 
setback, we believe that earnings 

Source: FactSet, Federal Reserve, Bloomberg and JP Morgan ‘Guide to the Markets’.

EXHIBIT 2: FEDERAL FUNDS RATE EXPECTATIONS  

2020 2021 2022 2023 Long Run*

Change in real GDP, 4q to 4Q -3.7% 4.0% 3.0% 2.5% 1.9%

Unemployment rate, 4Q 7.6% 5.5% 4.6% 4.0% 4.1%

PCE inflation, 4Q to 4Q 1.2% 1.7% 1.8% 2.0% 2.0%
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may return to pre-pandemic levels by 
the end of 2021, even if all industries 
do not recover to the same degree.

UNEMPLOYMENT 
The U.S. created 661,000 new jobs 
in September and the unemployment 
rate fell again to 7.9%, the lowest 
level of the pandemic. However, 
the pace of job creation has been 
slowing since June, and the gain in 
hiring in September was the smallest 
since the economy reopened. This 
points to a deceleration in the 
economic recovery. 

One of the key drivers of 
September’s payrolls figure was 
a 280,500 drop in employment 
in state and local education, as 
budget cuts along with a switch to 
virtual education in many districts 
weighed on hiring. Total employment 
is still down 10.9 million jobs since 
February. When compared to the 

Great Recession in 2008-09, this is 
24% more jobs lost in about half the 
amount of time. Employment at the 
state and local levels is still down 
more than 1.2 million since February, 
and those losses are expected to 
compound unless Congress acts on 
another aid package.

 Our View 
Employment is slowing at the 
very moment that aid from the 
government has lapsed. Headwinds 
will only intensify as temperatures 
drop and the risk of another wave 
of infections rises. We believe the 
best way to sustain the recovery 
is to better manage contagion and 
provide lifelines for those who are 
suffering the worst consequences of 
COVID-19 so that more people can 
make it to the other side of this crisis.

ELECTION 
With less than two weeks left 
until the oft-cited “most important 
election of our lifetimes,” this one 
has gotten downright ugly. The 
center has lost ground between 
increasingly polarized parties, and 
discourse has given way to fever 
pitch emotion surrounding a host 
of sensitive and divisive subjects/
issues such as civil unrest, the 
Supreme Court vacancy, all things 
COVID-19, and the likelihood of a 
contested election.

 Our View 
We expect daily market swings 
to remain elevated through the 
election. In our view, the volatility 
is more reflective of the market 
repricing potential new conditions 
instead of an implication that the 
election outcome represents a 

win-or-lose scenario. Historically, 
market volatility has risen leading 
up to elections and then subsided 
after. This demonstrates that once 
election uncertainties are replaced 
by a clearer policy outlook, the 
market typically focuses back on 
the fundamentals of economic and 
earnings growth – both of which we 
think will be positive next year.

MARKETS
DOMESTIC EQUITIES 
Although the S&P 500 fell 3.9% in 
September in its first monthly decline 
since March, it rose 8.5% for the third 
quarter overall. The index’s quarterly 
gain extended its nearly 20% rise in 
the second quarter, for its biggest two-
quarter jump since 2009. The Nasdaq 
composite index rose 11% in the third 
quarter and registered its biggest two-
quarter increase since 2000. 

This strong performance was 
powered by prolonged support 
from the central bank to contain 
the pandemic, as well as progress 
made in developing treatments and 
vaccines for COVID-19. The prospect 
of further stimulus also drove stocks 
higher. Additionally, rounds of upbeat 
economic data, which indicate that 
the economy is on a recovery path, 
instilled investor’s confidence.

 Our View 
Equity returns in the coming quarter 
face another round of uncertainty. In 
addition to the continued challenge 
for companies to adapt to an uneven 
economic recovery, equities are 
facing an election in the U.S. that may 
result in changes to the tax code, 
the healthcare system and other 
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policies. We believe the most likely 
outcome is that the economic and 
earnings recovery will progress into 
next year, companies and individuals 
will adapt to the new environment, 
and any change in policy due to the 
election will be less impactful than 
feared. In addition, monetary and 
fiscal authorities have demonstrated 
a willingness to support the economy 
when necessary.

INTERNATIONAL EQUITIES 
Eurozone equities were virtually 
flat for the quarter. The rate of 
improvement in economic data 
slowed, and worries took hold over 
sharply rising COVID-19 infections in 
many European countries. 

In Japan, the equity market trended 
upwards during the quarter and 
the TOPIX Index recorded a return 
of 5.2%. Asia ex-Japan equities 
recorded a strong return in Q3, led 
by Taiwan, where IT sector stocks 
underpinned gains. India, Korea and 
China all posted double-digit returns 
and outperformed the MSCI Asia ex-
Japan index. 

Emerging market equities registered 
a robust return in the third quarter, 
aided by optimism towards progress 
on a COVID-19 vaccine and ongoing 
economic recovery.

 Our View 
We believe that the economic 
recovery in Europe and Japan are 

losing steam. While valuations are 
cheaper relative to the U.S., they are 
expensive, and we have caution over 
the COVID-19 resurgence in Europe 
and the resignation of Shinzo Abe 
as Japan’s prime minister. Japan 
continues to be impacted by its 2019 
sales tax hike. And we ultimately 
believe that EAFE countries will 
routinely underperform already 
pessimistic economic growth 
expectations. 

In our view, the huge amount of 
monetary and fiscal stimulus sloshing 
around the globe should continue 
to find a home in risk assets like 
emerging markets that present a 
compelling growth story. The weaker 
dollar has been a big tailwind for 
the past few months and that should 
likely continue as investors deal 
with increased uncertainty over U.S. 
politics and COVID-19 developments. 

FIXED INCOME 
The 10-year Treasury increased 
0.03% during the third quarter. The 
slope of the yield curve was virtually 
unchanged in September and only 
modestly steeper for the quarter 
even as economic data recovered 
strongly during the quarter. The 
Bloomberg Barclays U.S. Aggregate 
Bond Index, which acts as a proxy for 
the investment-grade bond market, 
increased by 0.6% in the quarter as 
the decline in credit spreads and the 
flat interest rate environment were 
positive for returns.

 Our View 
Given the Fed’s commitment to a 
“lower for longer” rate policy, we 
expect the yield on the 10-year 
Treasury note to linger below the 
1.0% level for some time. In addition, 
the presidential election may be a 
catalyst for rate moves, particularly if a 
Democratic sweep occurs. In our view, 
markets would likely perceive this as a 
risk-off event, driving yields lower.

CONCLUSION 
All of us at TC Wealth Partners/
Trust Company of Illinois are so 
appreciative to serve you through 
this unprecedented time in the 
history of our country and the world. 
We will continue to keep you updated 
with our views as new events 
unfold. We urge you to continue 
to keep a long-term perspective, 
review your financial plan, and have 
conversations with your advisor 
about plotting your course. Please 
take care and be safe!  
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EXHIBIT 3: MARKET PERFORMANCE

S&P 500 SECTORS Q3-2020 YTD 1Yr 3Yr 5Yr 10Yr

Utilities 6.14% -5.68% -4.97% 7.52% 10.32% 10.67%

Real Estate 1.92% -6.77% -7.28% 6.66% 7.23% 8.43%

Materials 13.31% 5.47% 12.19% 6.21% 12.17% 9.41%

Information Technology 11.95% 28.69% 47.23% 28.07% 27.15% 20.48%

Industrials 12.47% -3.99% 1.29% 4.50% 10.80% 11.55%

Health Care 5.87% 5.01% 20.11% 11.07% 11.86% 15.39%

Financials 4.44% -20.25% -11.93% -0.18% 7.77% 9.65%

Energy -19.72% -48.09% -45.24% -20.40% -9.69% -3.16%

Consumer Staples 10.38% 4.13% 7.79% 9.03% 9.39% 11.76%

Consumer Discretionary 15.06% 23.38% 28.89% 20.45% 17.01% 18.16%

Communication Services 8.94% 8.60% 18.37% 9.30% 10.58% 9.42%

DOMESTIC EQUITY INDEXES Q3-2020 YTD 1Yr 3Yr 5Yr 10Yr

Russell 3000 9.21% 5.41% 14.99% 11.62% 13.66% 13.47%

Russell Midcap 7.46% -2.34% 4.54% 7.11% 10.11% 11.74%

Russell 1000 Growth 13.22% 24.33% 37.53% 21.65% 20.08% 17.24%

Russell 1000 Value 5.59% -11.58% -5.04% 2.61% 7.63% 9.93%

NASDAQ 11.23% 25.40% 41.06% 21.08% 20.68% 18.20%

S&P 500 8.93% 5.57% 15.14% 12.26% 14.12% 13.72%

FIXED INCOME INDEXES Q3-2020 YTD 1Yr 3Yr 5Yr 10Yr

Global Aggregate ex. US 4.14% 4.77% 5.48% 3.07% 3.59% 1.35%

US Aggregate 0.62% 6.79% 6.98% 5.24% 4.17% 3.63%

Treasury 0.17% 8.90% 8.04% 5.50% 3.74% 3.14%

High Yield 4.60% 0.62% 3.25% 4.20% 6.79% 6.46%

TIPs 3.03% 9.22% 10.08% 5.79% 4.61% 3.57%

Municipals 1.23% 3.33% 4.09% 4.27% 3.84% 3.99%

Asset Backed Securities 0.80% 4.14% 4.55% 3.47% 2.68% 2.40%

Mortgage Backed Securities 0.11% 3.62% 4.36% 3.68% 2.98% 3.00%

Commercial Mortgage Backed Securities 1.90% 6.28% 5.95% 5.28% 4.21% 4.51%

INTERNATIONAL EQUITY MARKETS Q3-2020 YTD 1Yr 3Yr 5Yr 10Yr

MSCI World 8.05% 2.14% 11.01% 8.35% 11.11% 10.02%

MSCI ACWI 8.24% 1.78% 11.01% 7.70% 10.91% 9.16%

MSCI ACWI ex US 6.34% -5.07% 3.47% 1.68% 6.79% 4.54%

MSCI EAFE 4.88% -6.69% 0.99% 1.18% 5.85% 5.20%

MSCI EM 0.33% -11.64% -7.10% -0.65% 4.65% 6.36%

MSCI Europe 0.18% -12.30% -7.24% 0.23% 3.80% 6.44%

MSCI Asia Pacific 8.65% 1.87% 11.58% 4.73% 9.63% 6.09%

MSCI North America 9.49% 6.54% 16.04% 12.22% 13.99% 13.13%

MSCI EM Asia 12.02% 8.22% 21.83% 5.97% 11.63% 5.78%

MSCI EM Latin America -1.24% -35.94% -29.15% -11.53% 2.38% -5.48%

MSCI EM Europe & ME 1.89% -19.78% -11.75% -4.15% 1.78% -1.76%

Source: TC Wealth Partners, Bloomberg.
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RETIREMENT PLANNING INSIGHTS

HOW TO FIGHT FINANCIAL FATIGUE

When the pandemic first started, 
it was hard to imagine that we’d 
still be dealing with restrictions 
so many months later.  With the 
months dragging on, we’re starting 
to hear about something referred 
to as “COVID-19 fatigue.”  We 
feel emotionally drained, as we 
are restrained from normal social 
interactions and connections.   This 
contributes to feeling as if we can’t 
accomplish our day-to-day goals.  

Telecommuting has become the 
norm for many of us; it turns out that 
Zoom fatigue is a real thing!  We are 
all feeling it – sluggish, tired and 
generally zapped by our various 
electronic devices.  

Fatigue and fear are also affecting 
our financial lives.  For most of us, 
winning at the financial game takes 
a long time and much patience.  
Fatigue can set in at any number of 
points along the way. It can occur 
when you’re trying to save up for that 
first layer of financial preparedness—
the emergency fund.

If you’ve gotten yourself into debt 
and now decide you need to get out, 
it can take years.  Even if you’ve got 

a plan to be debt-free in seven years, 
that goal can seem distant by year 
two of the plan.

It also happens in investing.  Markets 
do what markets do: fluctuate.  
Your retirement account may have 
reached a milestone (six figures? 
seven?), then taken the roller coaster 
back down to where you started.  

“What’s the use!” you think in 
frustration.  You experience financial 
fatigue.  You get scared.  You throw 
in the towel and decide you don’t 
want to take all that risk anyway.  
Having sold your growth investments 
and “gone to cash,” your losses 
are locked in, with no prospects of 
regaining their lost value.  

SO HOW DO YOU AVOID 
FINANCIAL FATIGUE?   
HERE ARE FOUR SUGGESTIONS: 
1. Get a coach.  Not everyone needs 
a coach, but most do.  If you could 
have done all the things you needed 
to do to become financially healthy 
on your own, you already would have 
done them.  If you haven’t reached 
your full potential on your own so 
far, stop wasting time and get a 
coach.  A financial coach should be 

a financial planner or other advisor 
who can give you advice on your 
overall situation, not just one facet.

2. Let yourself dream.  Have you 
forgotten how to dream?  We used to 
do it freely when we were kids.  But 
life and circumstance have a way of 
beating our dreams out of us.  But 
dreams are powerful things.  They 
keep us motivated when fatigue 
begins to set in.  Dreams aren’t 
optional – they are essential (not to 
mention fun!).

3. Make a plan.  This is where you 
and your coach formulate a plan 
for how you’re going to get from 
your current circumstances to your 
dream future.  The plan needs to be 
written with realistic action steps.  
Remember that you should include 
your workplace retirement plan, 
which may have the biggest impact 
on your future finances.

4. Stay the course.  Plans almost 
never happen the way we envision, 
that would be fortune-telling.  The 
skill of planning enables us to adapt 
and pivot along the way.  And that’s 
the secret – start with a plan, then 
update it regularly.  

4 tips so you don’t throw in the towel
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A SPECIAL PRE-ELECTION
CONVERSATION

If you missed the special pre-election event, featuring keynote 
speaker Bob Stein, Deputy Chief Economist at First Trust Advisors, 
you can listen now! Hear Stein's perspective on potential Election 

2020 outcomes and how those might impact the economy.

Watch Here:  
https://tcwealthpartners.com/pre-election-conversation

Listen Now!

https://tcwealthpartners.com/pre-election-conversation

