
Week 9 of Shelter-in-Place Update.
A Tale of Two Economies.

Friday, May 15, 2020

To All Financial Journey Partners Clients, 

This is our week-9 update for the shelter-in-place order. Like
everyone, we are counting down the days and looking forward to
ending the shelter-in-place and moving towards a more normal
life.

We would love to share your shelter-in-place experiences with the
Financial Journey Partners community.

Please let us know if you have an interesting or uplifting story
from the past few months that you would like to share.
  

Financial Journey Partners is Designed for the Future

New guidelines from county health officials are expected to
require at least 6 feet between the desk areas of employees. Our
spacious office was already designed in a way that fits well with
these guidelines.

We have separate offices for advisors and large work areas for
everyone on our team. As soon as we get the word from county
health officials, we will be ready to have everyone safely return to
the office.

We are here to help you in any way we can. Feel free to share
our updates with your family members, friends and co-workers
that might find them of value. If they are not hearing from their
advisor, and might want to talk with us, please let us know.

A Tale of Two Economies

The Coronavirus has changed many things in our world. We are
seeing the economy splitting into two: the digital economy, which
in many ways is doing well, and the physical economy, which is
suffering.

With much of the country going through shelter-in-place orders
over the past month, people have been asked to work from home
if possible. Many companies that are part of the digital economy
have been able to do this and continue functioning in an efficient
manner.

Software companies, streaming entertainment companies, and
many high-tech companies are a part of the digital economy.
Some of these companies have seen their sales increase during
this period. Plus, the trend of increasing online purchases has
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seemingly accelerated in the past few months.

On the other hand, many companies that are part of the physical
economy have been forced to shut down partially or completely.
This includes physical retailers, airlines, hotels, cruises,
manufacturing, restaurants and more.

Some of these companies in the physical economy, have seen
their sales reduce dramatically and even go to zero with a total
shutdown. We have already started to see some local stores that
have permanently closed.

Large companies that have recently filed for bankruptcy include:

Pier 1 Imports
Nieman Marcus
True Religion
J. Crew

Many of the people who have become unemployed over the past
two months have come from the physical economy.

The April jobs report from the Bureau of Labor Statistics reported
14.7% unemployment in the US.  However, the report cautioned
that a new survey method was used that may have understated
the statistics, and the actual percent unemployed in the US may

be closer to 20%1.

This would be the highest level of unemployment since January
1948.

Companies with strong balance sheets will be in a much better
position to survive this trying time. Companies with lots of cash
may find themselves in a position with opportunities to buy weaker
companies and be even better positioned for the future.

We have been designing client portfolios with the new economy in
mind, to find investments that we think will do well, given the
challenges and opportunities we see ahead of us.
 

Federal Reserve Update – This Time it is Different

https://www.bls.gov/news.release/pdf/empsit.pdf


The Federal Reserve continues to use the tools in their toolbox to
support the economy. Their balance sheet has grown significantly
the past few months.

The Federal Reserve balance sheet is now $6.721 trillion. They
have added over $2 trillion in the past 2 months with the purchase
of treasury bonds issued by the US Treasury.

Until now, the Federal Reserve has only purchased treasury
bonds from the US Government. 

Starting this week, for the first time, they will be purchasing
individual corporate bonds and qualifying ETFs that contain

corporate bonds3.

Since they are not allowed to purchase these directly, they have
created a Secondary Market Corporate Credit Facility, run by
BlackRock. The purpose of this action is to provide additional
funds and liquidity to US corporations to try to prevent
bankruptcies.
 

The Reopening of America

Each day we are hearing more announcements of businesses
and organizations planning to reopen. Here are a few of the
announcements and activities from this week:

Shanghai Disneyland reopened on May 11. Cast members
and guests wore masks and guests maintained a safe
distance apart while waiting in line.
The shops and restaurants in Disney Springs in Orlando, will
reopen on May 20.
On Monday, Tesla reopened their factory in Fremont, after
working through disagreements between Elon Musk and the
Alameda County health officials.
The floor of the New York Stock Exchange will reopen on
May 26.
Carnival Cruise Lines announced they are planning for 8
ships to begin cruising starting August 1, out of Miami, Fort
Lauderdale, and Galveston to ports in the Caribbean. All the
cruise lines have announced cancellations for cruises in
Alaska for 2020.
Major League baseball held talks this week with the Players
Association, to plan to reopen sometime in July. It is likely
the games will be played without fans.
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Called the “Back2Golf” initiative, the USGA, PGA Tour and
LPGA Tour, are working on a plan to safely reopen golf
courses across the country. They are considering changes,
such as reducing the depth of the cup by using a pool
noodle. Golf fans are excited to play and watch golf, as live
pro golf returns to TV on Sunday, with a charity skins
contest in Florida.

The CDC issued guidelines on how to safely reopen America2. In
California, some counties that have had fewer virus cases have
begun to reopen.

The San Francisco Bay counties had been united in plans to
continue shelter-in-place orders in a coordinated manner.
According to the San Jose Mercury News this Thursday, some of
the counties have begun to ease the lockdown:

San Mateo County announced Wednesday that they will
follow less strict rules and allow some businesses to open
next week, including offices and strip malls with curbside
pickup.
San Francisco Mayor, London Breed, announced a similar
plan allowing most retail stores to open for curbside sales
starting on Monday.
San Jose Mayor, Sam Liccardo, announced a new proposal
dubbed “Al Fresco San Jose” to allow for increased outdoor
services when their stay-at-home orders are lifted. He said:
“We recognize that in a city with 300 days of sunshine a
year, we have a unique opportunity to offer a plan for
greater resilience to the coronavirus challenge that is facing
every single small business owner in this city and throughout
the country right now”.
However, Santa Clara County, Public Health Director Dr.
Sara Cody said she planned to stick with the tighter shelter-
in-place directives. She said on Wednesday: “We have
exactly the same conditions we had in March, so if we did
ease up we would see a brisk return in cases,
hospitalizations, and a brisk return of deaths to be quite
blunt.”

You can hear the latest information about Santa Clara County with
Dr. Cody, and other public health leaders and voice your opinion
at a telephone town hall to be held this Sunday, May 17, at 11 am.

To participate, you must preregister here: tinyurl.com/covid19tth.
The deadline to register has been extended to Saturday May 16,
at 5 pm.

https://golf.com/news/golf-industry-plan-reopen-golf-courses-back2golf/
https://golf.com/news/golf-industry-plan-reopen-golf-courses-back2golf/
https://www.mercurynews.com/2020/05/08/closing-streets-taking-over-sidewalks-san-jose-proposes-plan-for-outdoor-dining-amid-coronavirus/?campaign_id=9&emc=edit_nn_20200514&instance_id=18463&nl=the-morning&regi_id=119458175&segment_id=27760&te=1&user_id=72b3488b8b88417a43d6075ebafa6897
https://www.nbcbayarea.com/news/local/south-bay/as-parts-of-the-state-reopen-the-bay-area-proceeds-with-more-caution/2289360/
https://docs.google.com/forms/d/e/1FAIpQLSchBz_M3DuseBrjYTfA2DTKv3gHO2Vz64bqYn8MLwxt5QOJLQ/viewform


Where Do We Go From Here?

The shelter-in-place order for Santa Clara County is still in effect
until May 31.  We are looking forward to the safe reopening of
America so we can all start doing the things we all enjoy.

If you live in areas of the country that are starting to reopen, we
would love to hear happy stories about how lives are returning to
the days before the virus.

If there is anything we can do to help, or you just want to talk, give
us a call.

We hope everyone stays healthy and safe.

Elaine, Scott and Linda

_______________________
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