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The production and delivery of this SIA Perspectives marks the 14th written communication we have shared with clients 
during 2020. Most of these correspondences provided reassurance that our time-tested and disciplined investment 
processes were being utilized to make sure that portfolio values can meet short-term and long-term investment 
objectives.  
 
The 3rd quarter provided yet another solid boost as global financial markets continued to rebound from the declines 
posted earlier in the year. Most stock benchmarks posted excellent gains and continued a historic recovery that, by many 
measures, marked the best two consecutive quarters of stock market gains since 2009.  A big surprise this year was the 
performance of bonds, which are on track to post another year of unexpected gains.  
In the words of Robert Ripley, founder of Ripley Entertainment Inc. and the “Believe It Or Not” brand, sometimes: 
 
 

“Truth is stranger than fiction.” 
 

Indeed, 2020 has been a strange year for a variety of reasons yet, with our advice, clients did not overreact to the 
rollercoaster of volatility posted in the spring. Significant rebounds in the past six months, “believe it or not,” have 
helped investors recover most of the losses posted earlier in the year. SIA’s research and portfolio management teams 
continue to work diligently to remove emotion from the investment decisions that we make. We focus on seeking the 
truths beneath the headline news and discount common adages offered by the investment community – a few of which 
are highlighted in the exhibit below:  

 

Investor Belief 2020  
(Fiction?) 

Financial Market Result 
(Truth) 

“Sell in May and Go Away” 

This industry expression implies that the summer months may be 
poor for stock prices. The truth this year is that global stocks 
moved higher by more than 16% on average from May through 
September. 

“Elections Matter to Financial Markets” 
Financial markets trend higher based upon economic outlooks, 
despite worries of leadership control in the White House and 
Congress.   

“Stock Market Performances Reflect the Economy” 

The current state of the economy does not represent the forward-
thinking stock market. Despite grim unemployment and growth 
rate expectations, 54% of the companies in the S&P 500 Index are 
expected to post higher earnings per share in 2020 than in 2019. 

 
“Interest Rates Can’t Go Lower” 

 
  

During 2020, interest rates around the world moved to historic 
lows with many countries continuing to offer negative yields.  
Meanwhile, total returns for many bond benchmarks are higher this 
year than those of most stock benchmarks. 

“Buy Low, Sell High” 
  It is impossible to “time the market.” The average investor often 

does the exact opposite and buys high and sells low. To-date in 
2020, more money has flowed out of global stocks than in any 
calendar year in almost 20 years. Meanwhile, many stock market 
benchmarks rallied 50% or more since March lows, as indicated in 
the grid of U.S. stock performance to the left. 
 
In fact, over the past 20 years, the average investor has earned a 
return of 2.5%, which barely beats the rate of inflation, versus a 
5.5% return for a balanced portfolio of stocks and bonds.  J.P. Morgan 
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What Happened to Financial Markets During the 3rd Quarter?*  

 
Data released during the 3rd quarter indicated that economies worldwide were recovering, as consumer spending 
increased, and employment numbers improved with news that the number of Covid cases across the U.S., Europe and 
China was slowing. Investors’ hopes were also lifted as unprecedented, coordinated efforts by governments and private 
industry to discover a Covid vaccine were announced worldwide. 
 
The chart below highlights that stocks around the world produced recent back-to-back good quarters of performance, 
which improved year-to-date results after the 1st quarter’s poor showing. Accommodative commitments from global 
central banks included keeping interest rates lower for an extended period. These actions boosted price performance for 
most bond benchmarks. Meanwhile, this commitment to low interest rates pushed returns from short-term investments – 
like money market funds and savings accounts – back to 0.0%. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
What Caused Stock Prices to Soar?* 

 
The 3rd quarter gains in stocks combined with this year’s 2nd quarter returns mark the best two-quarter performance for 
many segments since 2009. These extraordinary gains continued a historic recovery that few predicted during the depths 
of the downturns in March.  In addition to the factors noted above, improvements in consumer confidence also pushed 
prices higher. The Conference Board Index, which measures consumer confidence, surged to a level of 101.8 in 
September from a revised August level of 86.3. This was the biggest monthly increase since April 2013. Gains can also 
be attributed to an uptick in revised earnings expectations for 2022, as investors became more optimistic about visions 
of a post-Covid future. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As stock markets moved in tandem this year from quarter-to-quarter, investors generally favored U.S.-based large 
companies. However, emerging market stocks led in the 3rd quarter as China posted the best country performance due to 
expectations of higher economic growth in 2020 versus one year earlier. Other economies are not projected to pass 2019 
highs until 2021 or 2022. 
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*  % Total returns -representative benchmarks for all charts are detailed 
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What Happened to Bond Prices?*  

 
U.S. bond prices moved higher during the first six months of 2020 as investors plowed into bonds for steady income, 
capital preservation and as an escape from stock market volatility. However, in a surprise to investors during the 3rd 
quarter, prices moved even higher due to the U.S. Federal Reserve Board’s (the Fed) August announcement of a change 
in its policy mandate regarding inflation and employment. In summary, this new policy is expected to keep interest rates 
very low for the next several years. Other central banks also committed to keeping interest rates low for extended 
periods. 
 
In turn, performance leaders for the 3rd quarter included riskier securities offered by global and municipal bond 
benchmarks versus the safer, U.S. Treasury-laden broad market benchmark, as indicated in the chart below: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   

Why Are Financial Markets Rallying During a Pandemic?  
          

          
        Source: T. Rowe Price 
 
For investors with withdrawal needs during the next few years, bonds provide greater price stability than the stock 
market, but the opportunity costs include lower yields and expected total returns that may be below the rate of inflation. 
This low-yield environment makes stocks that offer the potential for higher total returns via dividends and capital 
appreciation relatively more attractive than bonds to many investors who are willing to accept the extra volatility. 
 
 
 
 
 
 
 
* % Total returns - representative benchmarks for all charts are detailed on the last page of this SIA Perspectives. 

3.1 2.9

0.6

6.8

-2.7

3.4 4.1 4.8

-0.5

2.7
1.1

3.4

0.3 0.0 0.0 0.4

1st Qtr 2nd Qtr 3rd Qtr YTD 2020

U.S. Broad Market Global Ex-U.S. U.S. Municipals Money Market

A major reason why financial markets performed so 
well during the past six months is the low interest 
environment and other monetary policies supported by 
central banks around the world.   
 
The chart to the left highlights low interest rate levels 
as indicated by the current yields offered by four 
major governments across various bond maturity 
dates.  
 
Note the especially low returns from 10-year issues, 
with the U.S. yield now below 1%, while the U.K. and 
Japanese offerings are slightly above zero and rates in 
Germany remain in negative territory.   
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     Source: J.P. Morgan Asset Management 
 

How Will the U.S. Elections Impact Financial Markets? 
 
From 1929 through 2019, the S&P 500 Index (and its predecessor indexes) generated annualized total returns of over 
10% - including price appreciation plus dividends. While there were terrible periods of poor performance, and 
outstanding periods of great performance during these decades, it is difficult to blame losses or gains on policies of 
presidents and administrations.   
 
Presidents are powerful but they do not control the financial markets. There are too many factors that impact the 
increasing complexity of stock and bond markets around the world that a president cannot influence, despite what is 
being touted during this campaign season. 
 
The exhibit below provides an illustration of how the value of an investment in stocks moved higher historically despite 
the popularity of the U.S. president. The poll results from the Gallup survey of presidential approval ratings is especially 
noteworthy since 2009, as a tight range of relatively low approval ratings remained steady despite the stock market 
advancing more than 400% during this eleven-year period. 

 
Financial markets are too complicated for investors to think that an election cycle can determine investment returns. 
There may be consensus on Wall Street as to the impact of policies offered by either the Biden or Trump campaigns, but 
the law of unexpected consequences often plays out relative to investor expectations.   
 
An example of unexpected consequences includes the current administration’s environmental policies that are argued to 
favor oil companies. However, the performance of the energy sector to-date in 2020 generated a loss of 48% despite 
these potentially positive policies. Another example is the current threats of antitrust actions against several leading 

Another major reason that financial markets continue to 
perform well is the significant economic recoveries 
happening worldwide, as governments lift restrictions. 
 
The chart to the left indicates the recent “V-shaped recovery” 
for several key nations and highlights projections for 
continuing improvement in the next few years. 
 
As investors became more confident during the 3rd quarter 
that a vaccine will be available in 2021, visions of a post-
Covid “return to normal” pushed stock prices higher.  
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technology companies, which could negatively impact these companies’ growth rates. However, this sector’s return 
soared to-date in 2020.   
 
Pundits are making headlines regarding possible Congressional election outcomes and investors may wish to wager bets 
on the impact on financial markets of these various scenarios. However, like the points made above, a “divided 
Congress” or a “clean sweep” has not had a lasting impact on stock market performance in the U.S., as indicated in the 
exhibit below. 
 

 
 
     
 
 
 
 
 
 
 
 
 
 
 
 
 

“Vote with your ballot, not your life savings”! 
 

David Booth, Dimensional Fund Advisors Founder 
 

Behind the Scenes at SIA 
 
Due to the strange truths we faced this year, our strategic planning efforts were paused a few times, but we are back on 
track to meet key initiatives the firm has identified for each division. During the past several months: 
 
 The research team conducted a virtual meeting with a lead manager and market strategist from PIMCO to 

discuss industry best practices for investment committees. This interaction provided us with an excellent 
opportunity to share our team’s processes and compare them (very favorably) with a firm that manages over  

       $2 trillion in assets. 
 
 The portfolio management and client services teams conducted an unprecedented number of communications 

with clients to review factors impacting their risk tolerance and making recommendations regarding asset 
allocations or investment strategies.  
 

 As a firm, we remain committed to our belief that “all of us are smarter than one of us” by enlisting outside 
professionals to help us with accounting, technology and instituting industry best practices. 
 

 We continue to encourage our Associates to seek opportunities to enhance their professional and personal 
development goals. 
 

SIA is proud to serve approximately 150 individual, institutional and retirement plan clients representing over $1 billion 
in assets. We continue to add clients at a very measured pace to ensure that we have the capacity to serve all clients with 
high levels of expectations. Thank you for sharing our firm’s story with other professionals, family and friends. 
 
Wishing you a beautiful fall season, 
 
The Associates of SIA 
 
____________________________________________________________________________________________________________________________________ 
*Benchmark Indexes used in this SIA Perspective include: Dow Jones Total US Stock Market Index, MSCI ACWI- ex US, 
Bloomberg Barclays US Aggregate Bond, Global Ex-US and Municipal Bond Index and US Corporate High Yield, US Treasury Bill 
Index, S&P 500 Index, Russell Mid Cap and Small Cap Index, MSCI EAFE and EM Index. 


