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The summary below is for educational purposes only.  Please call us with any questions or if you would like to 
schedule a review or discuss other financial matters. 
 
 
Economic Gains and a Market Pullback 
 
Thanks to the COVID-19 inspired lockdowns, the economy deteriorated in the second quarter.  Per the 
U.S. Bureau of Economic Analysis (BEA), Gross Domestic Product (GDP), which is the broadest 
measure of goods and services in the economy, fell at an annualized pace of 31.4% in Q2.  It was the 
worst decline on record, with quarterly records dating back to 1947. 

Thanks to credit heavy fiscal stimulus and the reopening of the economy in many states, the economy is 
likely to expand at a record pace in Q3.  As of September 25, the Atlanta Fed’s GDPNow model is tracking 
growth at an astounding 32% annualized pace.  An advance north of 16.7%, which was registered 70 
years ago, would place Q3 in the record books. 

 

Index Q3 Return* YTD Return*  
DJIA1 7.63%  -2.65% 
NASDAQ Composite2 11.02% 24.46% 
S&P 500 Index3 8.47%   4.09% 
The Global Dow4 5.01%  -8.90% 
Bond Yields Yield as of Sept 30  &  Q3 Change* Yield as of Dec 31, 2019 
3-month T-bill          0.10%                  -0.01% 1.55%       
2-year Treasury          0.13%                  -0.01% 1.58%       
10-year Treasury          0.69%                  -0.03% 1.92%            
30-year Treasury          1.46%                  -0.03% 2.39%        
Commodities Price as of Sept 30  &  Q3 Change* Year end 2019 
Oil per barrel5        $40.22                   $0.95      $61.06 
Gold per ounce6    $1,895.50                   $95.00 $1,523.10 

Sources: U.S. Treasury, MarketWatch, *Q3 Return: June 30, 2020 – Sept 30, 2020  and  YTD Return: Dec 31, 2019 – Sept 30, 2020 
 
 
In hindsight, the V-shaped bounce seems obvious; yet few analysts believed we would see a sharp 
economic rebound when we were in the depths of the recession.  Still, let us acknowledge we have yet 
to return to pre-COVID levels as Table 2 illustrates.  For example, industrial production has clawed back 
57% of its losses since bottoming in April. 

 

 

Chris Hartrich & Eric Rechtin 
 

12412 Powerscourt Drive, Suite 30 
 

Saint Louis, MO 63131 
 

www.leerfinance.com 
 

(314) 394-2354 
 



 

Note the divergence in retail sales versus consumer spending.  Consumer spending is a broader category 
and includes retail sales.  Spending on travel, entertainment, sporting events and more, which is not part 
of retail sales, has been stymied by the virus. 

However, it appears that cash that might have been spent on vacations and arena-sized events is being 
redirected into other areas. 
 
 
Table 2: Road to Recovery - getting back to even 
 

   Recovery 
Industrial production        57% 
Manufacturing production        67% 
Retail sales      100%+ 
Consumer spending        76% 
Nonfarm payrolls        48% 
Data Sources: St. Louis Federal Reserve, U.S. Census August 2020 

 

Equities have a long-term upward bias, but we know they do not rise in a straight line.  Following 
significant gains, stocks were ripe for a pullback.  It is the timing, duration, and magnitude that are 
impossible to predict.   

Coincidentally, September’s decline occurred in a month that has historically been the worst month for 
stocks, per S&P 500 data from the St. Louis Federal Reserve. 
 
 
What caused the pullback? 
Several factors can be cited. 

1. Daily COVID cases have ticked higher this month (Johns Hopkins data), which is probably tied to 
the new school year, especially on some college campuses, COVID cases have jumped in Europe 
(WSJ), and winter is right around the corner, which may fuel the spread of the virus. 
 

2. Congress has yet to reach a compromise on a new fiscal stimulus bill.  A stimulus bill will not be 
cheap, but economic growth has begun to moderate.  Investors believe more support is needed 
as the economy heals from the government-imposed lockdown. 
 

3. Then there are election anxieties and fears that we may not know the winner by the evening of 
November 3.  A disputed election would likely add to investor angst. 

 
 
 
 
 
 



 
Election 2020 
 
Winston Churchill once said, “No one pretends that democracy is perfect or all-wise.  Indeed, it has been 
said that democracy is the worst form of government, except for all those other forms that have been 
tried from time to time.” 
 
The U.S. is the world’s wealthiest nation and the leader of the free world.  When disaster strikes around 
the globe, it is the U.S. and her citizens that generously offer aid.  Today, the U.S. faces tough problems 
at home and abroad.  We are not political or foreign affairs analysts so we leave you to decide how these 
weighty issues might be addressed.   

Our job as your financial advisors, is to earn and keep your trust as your financial confidant.  The market 
owes no allegiance to a political party or creed.  It is focused on the economic fundamentals, Federal 
Reserve policy, and corporate profits and losses.  It rewards success.  It punishes failure. 

Conventional wisdom suggests that investors prefer Republicans, who typically support more pro-
business policies, tax cuts for businesses, and less regulation.  Yet, stocks have historically performed 
well when either a Democrat or Republican is at the nation’s helm.  

While a Democratic win could mean higher corporate taxes and new regulations, we might also see a 
lessening of trade tensions and new fiscal stimulus, which may support the market. 

While your vote may be influenced by many issues, the unbiased investor, who collectively makes up 
the market, looks beyond the ideological stance of the president, as we have seen in past years.  

Ultimately, the economic fundamentals determine the longer-term direction of stocks.  An expanding 
economy fueled by innovation and entrepreneurship has been the biggest driver of stocks over the many 
decades.  In our opinion, that is not about to change. 

 

If you have any concerns, our door is always open.  Please continue to adhere to social distancing, safety 
protocols, and stay safe. 

 
 
1 The Dow Jones Industrials Average is an unmanaged index of 30 major companies which cannot be invested into directly.  Past 
performance does not guarantee future results. 

2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into directly.  Past performance does not 
guarantee future results. 

3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested into directly.  Past performance does not 
guarantee future results. 

4 The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be invested into directly. Past performance 
does not guarantee future results. 

5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 

6 CME Group front-month contract; Prices can and do vary; past performance does not guarantee future results. 

 
 



Securities, insurance and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC.  Additional 
insurance services offered through LEER Financial Wealth Management LLC, who is not  affiliated with SagePoint Financial 
Inc. or registered as a broker-dealer. 
 
All items discussed in this report are for informational purposes only, are not advice of any kind, and are not intended as a 
solicitation to buy, hold, or sell any securities. Nothing contained herein constitutes tax, legal, insurance, or investment advice. 
 
Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment information, securities 
and commodities mentioned in this report may not be suitable for everyone. 
 
U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to maturity, offer a fixed rate of 
return and guaranteed principal value. U.S. government bonds are issued and guaranteed as to the timely payment of principal 
and interest by the federal government. Treasury bills are certificates reflecting short-term (less than one year) obligations of 
the U.S. government. 
 
Past performance is not a guarantee of future performance. Different investments involve different degrees of risk, and there 
can be no assurance that the future performance of any investment, security, commodity or investment strategy that is 
referenced will be profitable or be suitable for your portfolio.                 
                            
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing 
material is accurate or complete. The information contained in this report does not purport to be a complete description of 
the securities, markets, or developments referred to in this material. Any information is not a complete summary or 
statement of all available data necessary for making an investment decision and does not constitute a recommendation. 
 
Before making any investments or making any type of investment decision, please consult with your financial advisor and 
determine how a security may fit into your investment portfolio, how a decision may affect your financial position and how it 
may impact your financial goals. 
 
All opinions are subject to change without notice in response to changing market and/or economic conditions. 
 
 
 
 

 

                                                                                                       

 

 

We would be honored if you would 
 

 Add a name to our mailing list, 

 Have someone come in for a complimentary financial checkup.  
 

Please call Chris Hartrich or Eric Rechtin at (314) 394-2354 and we will be happy to assist you! 
 

 

(314) 394-2354 

www.leerfinance.com 

 

Eric Rechtin 
Eric@LEER-Financial.com 

 

Chris Hartrich 
Chris@LEER-Financial.com 

 


