
      

 
 

 

 

 

 

 

November 23, 2020                Dow Jones Industrial:   29,263 

 

Has it really only been Nine Months??? 

 

Thankfully, I am not talking about any new children in my house!  I am referring to the peak 

of the S&P 500 on February 19, when the stock market first started its 35% decline, running 

through March 23. 1  I think we can all agree that these past nine months has been a long haul.  

And, to cap off the year that most of us want to forget, we now have a Presidential election that 

is dragging on, along with two Senate races that will decide the control of the chamber (in run-

off races) in January 2021.  Will this year ever end??? 

 

Lest I sound hostile or unappreciative, even with all the volatility this year, the equity markets 

have produced out-sized market gains this year, assuming that the investor was allocated to 

growth industries.  This year has shown a sharp contrast between growth companies (more 

technology companies) and value companies (more industrial companies).  Consider the 

following: 

Dow Jones Industrial Average   YTD Return:     + 2.54% 

NASDAQ 100      YTD Return: + 36.34% 

S&P 500 Index     YTD Return:   + 10.11% 

S&P Sector Performance / Industrials  YTD Return:     + 6.31% 

S&P Sector Performance / Information Tech YTD Return: + 30.94% 

 
Market Data, as of market close November 20, 2020 

 

As you can see, the growth indexes (in bold) have done very well this year.  These companies 

smoothly transitioned to "work from home" and did not cease operations during the first half of 

the year.  These companies were able to survive and, in some cases, thrive in the new "work 

from home" environment. 

 

 

Politics 

My 22-yr old daughter voted in her first presidential election this year:  she was excited to cast 

her vote (and very willing to share her opinions).  While our political votes canceled each other 

out, I reminded her of the 2000 election.  She, of course, thought I was discussing the Bush vs. 

Gore presidential election, but NO.  I was referring to the Missouri, State Senator election:  

between Mel Carnahan vs. John Ashcroft.  In this election, Missouri, the "Show Me State", voted 

into office A DEAD MAN.  Tragically, Mel Carnahan had died three weeks earlier in a plane 

crash.  As strange as it sounds, (the deceased) Mel Carnahan received approximately 50,000 

more votes than (the living) John Ashcroft.  2 

 

The reason why I share my family discussion:  two decades after electing a dead guy- the office 

of the President of the United States has seen a Republican serve two consecutive terms, a 

Democrat serve two successive terms, a Republican serve one-term, and now a Democrat takes 

the helm (assuming the results are not overturned).  Before the election results, I told my 

daughter, the world will keep spinning no matter who wins, and (historically) the stock market 

keeps moving forward, regardless of which party is in the White House…the historical average 

of 8.8%, regardless of which party holds the Presidency or Congress.  3 
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Assuming that the court system does not overturn Joseph Biden's presidential win, and the 

Republicans hold the Senate (which is still up-in-the-air), Congress will remain a divided house.  

A divided Congress will likely result in lots of political speak, and little to no-action.  The 

overall stock market likes the way that the election cycle is shaping up.  Political "gridlock" is 

more favorable than a Democratic "Blue Wave/Sweep."  Since the presidential election, the S&P 

500 is up +5.6%.   Phil Orlando of Federated Investors said the following: 

"Divided government will keep the incoming Biden Administration's new legislative 

initiatives in the middle of the fairway. For investors, this is the best of all possible 

worlds, as we keep President Trump's lower tax rates and regulations but potentially 

benefit from Biden's Phase 4 fiscal stimulus and infrastructure plans." 1 

 

 

Market Outlook 

The near-term is optimistic.  Tom Lee from Fundstrat calls for a year-end target for the S&P 500 

of 3800 (roughly a 7% increase from here).  (This is Jeff Patterson's opinion): Investors that have 

followed Tom Lee this year- should have done very well.  His research and recommendations 

have been accurate, and he has been more correct than wrong this year.  He has outlined ten 

specific catalysts that may fuel the S&P 500 to move up to the 3800-price target: 4 

 

1. "COVID-19 vaccine and therapeutics take 'worst case [scenario]' off table." 

2. "Policymakers are pursuing soft-lockdowns, not killing recovery." 

3. "Pent-up demand is U.S., look at output gap." 

4. "China seeing massive explosive economic recovery." 

5. "Fiscal stimulus coming." 

6. "Investors are cautiously positioned, with little conviction." 

7. "$4.5 trillion cash on sidelines." 

8. "If VIX breaks below 20, double-risk on signal." 

9. "Santa Claus rally." 

10. "Fed dovish." 
 
 
2021 

The economy is still in recovery mode, and the consumer seems to be gathering more 

confidence, given the strength in the housing market.  The October existing home sales showed a 

26.6% increase over the previous year. 5 The unemployment picture continues to improve:  the 

recent jobs report showed: "Initial weekly jobless claims of 742,000 for the week that 

ended November 14 have fallen 89% from their peak in late March, and they've declined by half 

from 1.435 million in late July…" 1 

 
This is Jeff Patterson's opinion: One of the tailwinds that investors may look forward to in 2021 

is the corporate earnings season.  As the economy continues to grind ahead, and unemployment 

slowly improves- comparisons of 2021 vs. the 2020 corporate profits should easy.   

 

The other "tailwind" for the stock market (and the economy) will be the rollout of the Covid-19 

vaccines. Returning to Phil Orlando, he said the following regarding the COVID-19 vaccines: 

"Pfizer has already produced 50 million doses of their vaccine and Moderna 20 million 

(both in anticipation of FDA approval), so we could vaccinate 35 million Americans over 

the next month or so. These vaccines require two doses to be administered to patients 21 

days apart, so the government will prioritize the early doses of the vaccine to frontline 

health-care professionals, then to first responders, and finally to the elderly and to people 

with immunological issues. In addition, Pfizer expects it can produce an additional 1.3 

billion doses over the course of 2021.  



 

In conjunction with three other drug companies currently in advanced human clinicals (an 

Oxford University/Astra Zeneca joint venture, Novavax and Johnson & Johnson), we 

could begin to achieve critical mass and herd immunity in the U.S. by mid-year 2021. 

This will collectively help to normalize economic activity, which should ultimately 

increase economic and corporate profit growth." 1 

 

In conclusion, there are always crosscurrents in the marketplace, and the stock market does not 

go straight-up.  2020 has indeed been one for the record books and historic (who would have 

thought that the U.S. would effectively shut down the economy for 60+ days???).  Our economy 

(and our citizens) is resilient.   As we move into the second quarter of 2021, ideally, the 

pandemic will slowly move to the backburner through the vaccines and through the various 

means that our society has used to cope with this issue- at that point, I think we could really start 

focusing on the fundamentals of the market, and start to redeploy dollars to capitalize on the 

Biden win. 

 

Have a great holiday season! Let us hope (and pray) that 2021 can bring more smiles & laughs… 

 

If I can assist you in any way, please do not hesitate to contact me at 636-779-0664. 

 

Best regards, 

 

Jeff Patterson 

Investment Account Manager 

 

1 https://www.federatedinvestors.com/insights/article/seeing-a-glass-half-full.do 

 

2 https://en.wikipedia.org/wiki/2000_United_States_Senate_election_in_Missouri 

 

3 https://www.cnbc.com/2020/11/04/how-market-trades-after-a-presidential-election-

according-to-history.html 

 

4 https://www.businessinsider.com/10-reasons-sp500-will-surge-into-year-end-fundstrat-

says-2020-11 

 

5 https://www.ftportfolios.com/Commentary/EconomicResearch/2020/11/19/existing-

home-sales-increased-4.3percent-in-october 
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