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• Economy: Recession & Recovery

• COVID-19 Pandemic: Impact on Economic Projections

• Policy Drivers: Monetary & Fiscal

• Election: Expectations & Potential Impact

• Financial Markets: Wall Street vs. Main Street, Projections From Here

• Portfolio Positioning: Balance & Opportunities

Topics We’ll Address Today
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Forecasted Global Real GDP Growth Has Improved Recently
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An Economic Recovery is Underway in U.S. and Globally

Source: BCA Research; JP Morgan & MARKIT.
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About Half of the Jobs Lost in March & April Have Been Recovered

Source: U.S. Bureau of Labor Statistics. Data as of 8/31/2020.

0

0.002

0.004

0.006

0.008

0.01

120

125

130

135

140

145

150

155

160

2004 2006 2008 2010 2012 2014 2016 2018 2020

Recession

All Employees, Total Nonfarm Payrolls
(millions of persons)

February 2020 
152.5 million jobs

April 2020 
130.3 million jobs

September 2020 
141.7 million jobs



7

We’re seeing an upsurge in U.S. and Europe new daily infections...

Source: Financial Times

Risk of a Resurgence of COVID-19 in the Fall/Winter
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But, so far, the death rate has not increased in line with new cases of infection

Source: Financial Times

Risk of a Resurgence of COVID-19 in the Fall/Winter
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• The majority of expert forecasts show expectations for an effective and widely 
distributed vaccine in the U.S. within the next 6-12 months

• Nine coronavirus vaccines are currently in Phase 3 trials, including four in the U.S.

• No matter the exact timing, we are optimistic the pandemic will become manageable 
and brought under control. This will enable economic activity to eventually return to 
normal.

• In the meantime, the world is learning to adapt to living with the virus (testing, 
tracing, treatment, masks, social distancing, etc.) without total shutdowns of 
economic activity – the impacts are more localized.

However, Vaccine and Treatment Developments are Encouraging
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Extremely Accommodative Monetary Policy Has Boosted 
Financial Assets

Source: Ned Davis Research.
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Fiscal Policy Response to the Coronavirus Recession Has 
Also Been Unprecedented
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October Has Been Strong Lately for Stocks, But Typically Weak 
During Election Years

LPL Research, FactSet 09/30/20 (1950 – Current)

All indexes are unmanaged and cannot be invested in directly. Past performance is no guarantee of future results.
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• We don’t market-time elections
o Market prices already reflect consensus views of the election outcomes and 

probabilities of enactment of new policies

• For us to make a tactical portfolio change in advance of an election:
o We need to have an edge/conviction in assessing the likely election outcome better 

than the consensus view
o Our view would also have to be materially different from the consensus view (i.e., not 

yet discounted in current prices)
o And, we’d need to have conviction in how the election result translates into financial 

market results

• In sum: There is too much uncertainty and too many non-election variables that impact 
financial markets over time

• History shows economic/business fundamentals drive long-term investment outcomes, 
regardless of the political party in power

Our Investment Approach to Elections
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U.S. Stocks Have Risen Over Long Run Regardless of Presidential Party
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After Significant Decline in the First Quarter, Financial Markets 
Rebounded in Response to Accommodative Policy
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But the U.S. Stock Market Remains Bifurcated, Driven by 
Mega-Cap Tech Growth Stocks

Source: Ned Davis Research.  Data as of 9/30/2020.
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After Capturing a "Buying Point" in March, the S&P 500 is 
Again Historically Overvalued

Source: Ned Davis Research.
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U.S. Treasury Bond Yields Have Hit Generational Lows
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Corporate Bond Yield Spreads Have Narrowed but 
Remain Wider Than Pre-COVID-19
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Stocks are Cheap Relative to Bonds

Source: BCA Research; Refinitive Datastream and MSCI Inc.
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U.S. Large Cap Equities: 0.3%

Emerging Markets Equities: 10.1%

Emerging Markets Stocks are Attractive on Both an 
Absolute Basis and Relative to U.S. Stocks

Base Case Return Estimates:  
5-year annualized return

*BCA calculations using EM and U.S. stock prices and EPS in U.S. dollar terms and deflated by U.S. consumer price inflation. 
Source: BCA Research; MSCI. Data as of 6/30/2020.

EM Equity Valuations Are Low

EM Versus US Equity Valuations
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The Outlook for Emerging Markets Stocks vs. U.S. Stocks 
Is Very Attractive
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Our Portfolios Are Built to be Balanced, Resilient and Opportunistic

Long-Term Return Generators

Risk Mitigators

Hybrid Investments (Return 
+ Risk Management)

Global Balanced Portfolio Components

Alternative Strategies

Flexible Bond Funds

Floating Rate Loans

Core Investment Grade Bonds

Treasury Bonds

U.S. Equities

Developed International Equities

Emerging Markets Equities

Private Real Estate

Private Equity
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• During these historical times, it is paramount to stay disciplined and recognize when 
emotion rears its head in investment decision making.

• Maintain a focus on long-term financial goals and objectives, with an eye to near-term risks.

• Avoid the temptation to time the market -- it is a fool’s errand.

• We will get through this period of uncertainty. Things will improve and recover.

• We understand that each individual client has unique circumstances. Please contact your 
advisor directly to discuss any of today’s comments in the context of your portfolio.

• Most importantly, we sincerely hope you and yours are able to remain healthy and manage 
well through this extraordinary period.

Closing Thoughts
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Thank you for joining us today!

For further questions, please contact your advisor directly, or the 
Litman Gregory Client Services team at:

415.526.4380

information@lgam.com

www.lgam.com
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This writing is provided by Litman Gregory Asset Management, LLC (“LGAM”) for informational purposes only and may contain information that is not suitable
for all investors. No portion of this commentary is to be construed as a solicitation or recommendation to buy or sell a security, or the provision of
personalized investment advice, tax or legal advice. Past performance may not be indicative of future results and may have been impacted by market events
and economic conditions that will not prevail in the future. There can be no assurance that any particular investment or strategy will prove profitable and the
views, opinions and projections expressed herein may not come to pass. A complete list of portfolio holdings and specific securities transactions for the
preceding 12 months is available upon request. All information is subject to change without notice. Any direct or indirect reference to a market index is
included for illustrative purposes only, as an index is not a security in which an investment can be made. Indices are benchmarks that serve as market or
sector indicators and do not account for the deduction of management fees, transaction costs and other expenses associated with investable products. LGAM
does not make any representations as to the accuracy, timeliness, suitability, completeness or relevance of an information prepared by any unaffiliated third
party and takes no responsibility therefore. Any projections provided regarding the likelihood of various investment outcomes are hypothetical in nature, do
not reflect actual investment results and are not guarantees of future results. Investing involves risk, including the potential loss of principal, and investors
should be guided accordingly.

The graphs, charts and other visual aids are provided for informational purposes only. None of these graphs, charts or visual aids can of themselves be used
to make investment decisions. No representation is made that these will assist any person in making investment decisions and no graph, chart or other visual
aid can capture all factors and variables required in making such decisions.

LGAM is an independent investment adviser registered with the U.S. Securities and Exchange Commission (SEC). For additional information about LGAM,
please consult its Form ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment Adviser Public Disclosure website
at www.adviserinfo.sec.gov.

Disclosure
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