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If the first two quarters of the year were a study in contrasts, the third was a lesson in moderation 
and reassessment. Now eight months in to the global pandemic, we as a collective society have 
learned many lessons, yet much remains unknown. Q3 saw the markets rise to heady heights, led 
by mega-cap technology stocks, only to be knocked down several pegs amid lofty valuations and 
lingering economic uncertainty. Likewise, the coronavirus situation itself has been a roller coaster 
ride; the easing of restrictions in May and June gave rise to a surge in cases, which peaked in July, 
to be followed by a decline into September. Now, once again we see case counts steadily trending 
upwards. Coupled with a particularly contentious election in November and President Trump 
himself testing positive for Covid-19, the backdrop is ripe for volatility.  
 
Currently financial markets are pricing in an unprecedented amount of volatility post-election, as 
the persistent efforts of President Trump to undercut election integrity and his signaling of 
perhaps contesting the election results, if close, have many market participants (and citizens) on 
edge. While we recognize that the situation is extremely unpredictable and that asset prices will 
almost certainly fluctuate in the near-term, we have no intention of making any major changes to 
the portfolio, pre-election. Historically it matters little which political party actually inhabits the 
White House and trading around election results is a fraught exercise. On paper, while a win by 
former Vice President Biden might seem to be unfavorable to business and the markets, the 
prospect of a clean Democratic win is actually buoying the prospects for equities and sending 
long-dated Treasury yields higher on the potential for increased inflation and fiscal stimulus. 
Again, the takeaway is not which candidate or party wins, but that if Biden, who is currently the 
clear favorite, wins by a wide enough margin to eliminate a challenge, that it removes any 
uncertainty and event-risk, after the election. 
 
While the economy has shown signs of resilience amidst an unprecedented downturn, there are 
indications that the recovery is flagging. The Federal Reserve and its chairman Jerome Powell, 
have signaled that they are ready to use any and all of their tools to combat the problem, but in a 
recent speech, Chairman Powell indicated that further fiscal stimulus will be necessary to avert a 
prolonged recessionary event. The prospect of more government support seemed possible until 
President Trump announced that he would be halting all negotiations with Democratic lawmakers 
on an aid package. Whether intent, or just rhetoric, it serves as another barrier to an already 
fragile recovery. Many jobs that have been lost are in small-to-medium sized businesses, which 
have completely expended their working capital and can no longer operate without assistance, 
going forward. With or without aid, many of these positions may never come back, as indicated by 
the unemployment rate, which remains stubbornly high. 
 
Despite the myriad of unknowns, silver linings persist. Hospitalization rates are significantly lower 
than during the spring peak and doctors seem more confident in their clinical approach to dealing 
with the virus. Likewise, several drug therapies have shown promise in helping those patients 
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who are most vulnerable and susceptible avoid the severest of outcomes. While it seems unlikely 
that a vaccine will be approved for general use before 2021, the prospect of an effective combatant 
against the coronavirus, one that allows us to achieve some sense of ‘normalcy,’ is an exciting one. 
Certainly, any positive news on this front will serve to boost both consumer and business 
confidence and be a lift to the overall economy.  
 
The major themes that we touched on at the end of Q2, mainly the acceleration in the structural 
trends towards increased virtualization, digitalization, cloud computing and ecommerce, still hold 
true. While technology stocks took a hit in September, their pullback was due more to valuations 
rising too high, too quickly, rather than any erosion of the underlying narrative that has been 
propelling those companies upwards. We remain committed to our overexposure to tech and 
communications and those themes that we believe will be a long-term tailwind. Similarly, there 
are several areas where we see considerable value going forward, should the recovery surprise to 
the upside. These include financials and consumer discretionary (notably housing), as low rates, 
excess cash and supply constraints are all cyclical advantages. We are actively monitoring the 
investment landscape and may deploy cash if volatility increases and opportunity arises.  
 
As always, we are here for any questions or concerns that you might have and hope that you are 
staying safe and healthy in these extraordinary times. 
 
 
 


