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ECONOMIC SUMMARY

Story by Greg Wilson, CFA, CFP, MBA

Economic data continues to improve, albeit at a slower pace. The exception is the price of oil which is
experiencing weakness from a renewed concern over dampening demand due to another wave of virus
infections.

The investing public's interest in inflation, bonds, and interest rates has ebbed and flowed over the years.
Over the last couple of decades, I have heard investors say, "you can't make money in bonds" or "bonds don't
do anything". Certainly, there are years where bond returns lag, but bonds serve a particular purpose in an
investment strategy. They should be the anchor. In that, they should not be too exciting. In many cases, the
right types of bonds can have an inverse correlation to the stock market so when stock prices are down,
those bonds could be up in value which allows you to take some of those profits and use the proceeds to buy
more stocks while they are on sale. What would you have thought if I told you last August that over the next
year, you would get nearly a 9% return on a 10-year U.S. Treasury bond? As you can see on the JP Morgan
chart, Fixed Income (aka bonds), has returned an average of 4.1% over the last 14 years. The majority of that
time period was highlighted by low interest rates. Inflation is forecasted to stay lower for the next 5-10
years, so achieving positive real rates of returns (aka inflation adjusted) on bonds may not be as difficult as
some experts project.

The charts on the next pages will help illustrate the aforementioned economic indicators.
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No Confidence
Forecasters don't see 2% average U.S. inflation in next 5-10 years
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MARKET SUMMARY

Bifurcation continues

Understanding the
markets can help

Most of the major U.S. stock indices were negative again this week. The us build a better
downtrend was led by the Energy sector which had a dismal week, while plan for our
Technology was the strongest performer. Growth and Momentum

: S ) financial futures
factors led the way while Value and High Dividend Yield factors lagged.

AND sleep easier

The markets are traditionally a forecasting machine. They are trying to at ni ght
predict a multitude of events and what those events could mean for
current and future asset prices. With that, the markets seem to be trying
to predict how the U.S. elections will turnout and what that means for the
business and investing environment going forward. Whether you
believe in the quality of polls or not, the market seems to be taking them
somewhat seriously. The polls are showing a tighter race in both the
Presidential election and the U.S. Senate races. The options market is
used to hedge (protect) positions and to make highly leveraged,
speculative investments. The options market is pricing in heightened
volatility before AND after the elections. Again, this should not be a
surprise. If you have a solid financial plan and a solid investment
strategy, periods of higher volatility should present opportunities versus
challenges. At 323, we have a plan for volatility and are prepared to act
should the opportunity present itself.

The charts on the next pages relate to the comments above.
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2020's Battleground States

Average poll margins in favor of Donald Trump/Joe Biden
in major swing states in the 2020 presidential election

Electoral
college
W ..for Trump M .. .for Biden votes

Percentage point lead...

Texas

Florida
Pennsylvania : .;._éf' 20
Ohio . ® 18
Georgia . @ 16
Michigan . P 16
North Carolina : ® 15
Arizona : D 11
Wisconsin . p 10

Minnestota : ®» 10

As of September 25, 2020
Source: RealClearPolitics
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As we have discussed from the
beginning of the pandemic, we
expected 8 waves. The timing of
which would be geographically and
policy dependent. The data clearly
indicates that Europe and the UK
are experiencing their second
waves. The good news is that they
appear to be following a similar
trend of substantially lower death
rates as here in the U.S.
Additionally, there was an
interesting article in The
Economist (Www.economist.com)
regarding the Southern
Hemisphere and the reduced
severity of flu season. Perhaps
there is hope that we can
experience the same here in the
U.S. and perhaps for all of the
Northern Hemisphere...perhaps
being the operative word.

CORONAVIRUS UPDATE

Is anyone surprised to see second waves?

Keeping up to date
on the pandemic
will hopefully help

Please continue to stay safe and

take the necessary precautions
during this difficult time. you plan your

finances as well as
your life.
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Coronavirus Returns to Europe

Cumulative confirmed COVID-19 cases in selected
European countries from day 1 after 100+ cases
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The State of the Unions

Seven-day rolling average of newly confirmed COVID-19
cases in the U.S. and the European Union
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-+ Lockdowns have all but eliminated flu season in the southern hemisphere
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FINANCIAL PLANNING UPDATE

: S Financial plannin
Is your advisor a fiduciary? p g

1s an ongoing

Some people view being a process that
fiduciary as cumbersome. They

see it as a hurdle that they have to evolves with your

meet from a compliance life's changing
perspective.

circumstances.
I have always viewed being a

fiduciary as freeing. It is very

clear. Do what is in your clients'

best interests. It's that simple.

So, is your advisor a fiduciary?

To find out more about what it
means to be a fiduciary, please
click the link below for a short

explanation.

https://abm.emaplan.com/ABM/M
ediaServe/MediaLink?
token=67d32b7d2184491e9736108a
6f0f3e30
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